
Chapter 2
Money Laundering Through Agribusiness

In a 2007 report, the FATF addressed money laundering and terrorist financing
through the real estate sector and identified various methods, techniques, mecha-
nisms, and instruments used.1 Criminal organizations use real estate to introduce
illegal funds into the system. They use nonfinancial professionals, corporate
vehicles, and complex loans to preserve anonymity and confidentiality.
Agribusiness, like real estate, is being misused in money laundering schemes.
Agribusiness is barely covered by anti-money laundering obligations because prices
in the sector vary across districts and jurisdictions. Huge sums of money are being
invested in agribusiness not only by law-abiding citizens, but also by those who
misuse the sector for criminal purposes.

Manipulation of the appraisal or valuation of cattle is one money laundering
method in the agribusiness sector. It involves the overvaluing or undervaluing of a
property followed by a succession of sales and purchases. A property’s value may
be difficult to estimate, notably when you consider a great number of cattle and
varying levels of quality. Furthermore, money launderers can even use nonexistent
cattle to launder their criminal proceeds. This area is particularly vulnerable because
of the lack of government oversight and supervision.

Brazilian Federal Judge Odilon de Oliveira presides over a specialized court for
organized crime in Campo Grande, Mato Grosso do Sul, and is considered a leader
in the fight against money laundering. Drawing from his experience as a judge, he
stated that financial criminals frequently use rural property to launder money from
illicit origins and that it is “very easy” to launder money using cattle and farms.

According to Judge De Oliveira, criminals falsify property documents through
misrepresentation. For example, farm owners misrepresent that they have livestock
or other agricultural products and register them with the appropriate agency. They
then create invoices, purchase vaccines, simulate sales, and pay taxes, thereby

1FATF (2007).
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laundering ill-gotten gains. This method is called “paper cow” and “soy paper” and
is possible in part because government regulation of the agricultural sector is very
difficult.2

There is little structure in place to monitor taxpayers who derive income from
rural activity. Documentation is considered essential for transactions within the law
because it ensures compliance with sanitary requirements as well as beef access at a
stable price in the formal market. With records of cattle origin, invoices, receipts,
and vouchers of health requirements in hand, experts say, it is possible to obtain the
Guide to Animal Transport (GAT) in Brazil. GATs and Statements of Vaccination
Against Foot-and-Mouth Disease related to property investigated are being used to
show the occurrence of fraud in these livestock records.3

In a case of an international Colombian drug dealer who was convicted in Brazil
of money laundering, sentenced to more than thirty years in prison, and extradited
to the United States, his assets were confiscated, including farms, cattle, swine,
sheep, horses, and fish. The judge (the author of this book) determined that the
administration of these assets should be handed over to the Federal Police until their
final sale.4

In another interesting case, also decided by this author, 27 farms were seized, as
well as all of the farms’ assets, including more than 450,000 cattle. The facts of the
case suggested that the defendant’s purpose in acquiring the cattle was to camou-
flage the illegal origin of funds and to distance the owners or beneficiaries from the
funds’ origins. To inventory the goods seized, the court subpoenaed the state
agricultural department to report the number of cattle recorded by farm, the reg-
istered owners, the number of vaccines used for the cattle, and the number of
vaccines needed by the cattle. The state agricultural department was also required to
provide information from the Traceability Service of the Supply Chain for Cattle
and Buffalo from the National Agricultural Department (Serviço de Rastreabilidade
da Cadeia Produtiva de Bovinos e Bubalinos—SISBOV). Another judge autho-
rized the partial sale of the cattle because it was considered a fungible good.5

In the United States, the Animal and Plant Health Inspection Service6 and the
Farm Service Agency,7 both part of the U.S. Department of Agriculture, provide
information on farms, livestock, and livestock vaccines.

Jessie Bullock reveals that, in Mexico, drug cartels make millions of dollars
annually on the black market and are considered the best in the world at laundering
money. To launder their illegal gains, they invest in different activities, including

2Lavagem de dinheiro com gado é “facílimo”, diz juiz (2007).
3Lavagem de dinheiro com gado é “facílimo”, diz juiz (2007).
4See case nos. 2007.61.81.011245-7 and 2007.61.81.008076-6 from the 6th Federal Judicial
District, specialized in Money Laundering and Financial Crimes in São Paulo, Brazil.
5See case no. 2009.61.81.005401-6 from the 6th Federal Judicial District, specialized in Money
Laundering and Financial Crimes in São Paulo, Brazil.
6U.S. Department of Agriculture (2016a).
7U.S. Department of Agriculture (2016b).
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agribusiness. In 2013, the Zetas, one of Mexico’s most dangerous and violent
cartels, were busted by U.S. law enforcement officials for a large-scale money
laundering scheme of buying and selling quarter horses. The Zetas and their family
members were caught laundering money through a cattle ranch in Mexico. The
ranch was set up by the brother of a Zetas kingpin. According to Bullock, the
brother laundering money through his wife and her father, who operated the ranch.
He also received help from his wife’s mother and her two uncles.8

In 2005, the U.S. Treasury Department announced that two Mexican cattle
companies were fronts for drug cartels. The announcement was made in an attempt
to block an elaborate money laundering scheme. The cattle sold by the companies
to Texas ranchers was subject to seizure by the federal government. The two
Mexican drug cartels named in the Treasury Department’s statement were the
Arriola Marquez organization (linked to Mexican drug kingpin Joaquin “El Chapo”
Guzman) and the Arellano Felix cartel based in Tijuana. The Arriola Marquez
group bought large herds of cattle in Mexico to launder its drug money. The
Treasury Department also named the two Mexican cattle companies as well as a
U.S. company that was a “mirror” entity—an organization that exists on paper to
give a foreign company a U.S. outlet.9

Saul Elbein reveals how drug traffickers in Guatemala laundered cash over the
years by clearing forests for commodity production and investing in land. “While
clearing forest for cattle or palm in government forests is technically illegal, in
practice, these ranchers operate and bring their goods to market just like their legal
cousins outside the forest—and there is always the possibility of acquiring a valid
title down the road through fraud, bribery, or the intervention of sympathetic
officials.” “Buying and clearing land ‘allows dollars to be untraceably converted
into private assets while simultaneously legitimizing a [trafficker’s] presence at the
frontier (e.g., as a ranching operation).’” Furthermore, drug traffickers strategically
benefitted from big cattle estates by claiming territory from rivals.10

In Colombia, there are more examples of the misuse of cattle to launder money.
Contraband smuggled into Colombia is part of multi-billion-dollar money laun-
dering operations after decades of political and drugs violence. In complicated
schemes, Colombian traffickers receive drug money from overseas dealers in the
form of goods, often shipped along with legitimate merchandise. They pay above
value for cattle farms, which in turn increase prices for neighboring property. Then
they liquidate assets (the cattle) to receive quick cash, cutting the price of livestock
in the area.11

8Bullock (2013).
9Hedges (2005).
10Elbein (2016).
11Murphy and Bocanegra (2013).
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The 2012 Financial Action Task Force (FATF) Recommendations do not
mention rural activity as a “Designated Non-Financial Business and Profession.”12

The Brazilian law on money laundering, however, was amended on July 9, 2012, to
include “natural or legal persons trading or trade brokering in rural or animal goods
of high value” on the list of entities required to keep detailed records of their
clients’ identities and of their financial transactions.13 A shortcoming of this law is
that the Brazilian Financial Intelligence Unit (Conselho de Controle de Atividades
Financeiras—COAF) has not enacted a bylaw to regulate it.

When money launderers use cattle, they typically acquire it in what is known as
the integration or final phase of money laundering. Because it is an extraordinary
opportunity to make an investment while giving the appearance of legality,
acquiring and misusing cattle offers criminals a business activity. This kind of
criminal behavior is the result of weaknesses and loopholes in the prevention of
money laundering. Enforcement bodies must develop appropriate measures to
protect the agricultural sector from criminal activities and to stop the flow of illegal
money.
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