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Brian Stoeckert, JD, CAMS, CFEBrian Stoeckert, JD, CAMS, CFE
VP, Enterprise Compliance VP, Enterprise Compliance 

Deputy BSA OfficerDeputy BSA Officer
OneWest BankOneWest Bank

Moving Money North:  Currency Exchange in Venezuela via the Permuta
• ACAMS Today
• Money Laundering Bulletin
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Currency Exchange in VenezuelaCurrency Exchange in Venezuela

• Three ways to convert currency in Venezuela:
– CADIVI
– Bonds (BsF/$)
– Permuta

• Exchange rates
• Official Rate - Old

– BsF. 2.1/$1 
• Official Rate - New

– BsF. 2.6/$1
– BsF. 4.3/$1

• Parallel Market (BsF. 6.8/$1) (variable)
• Black Market
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Permuta under Venezuelan LawPermuta under Venezuelan Law

• Commission for the Administration of Foreign Exchange 
(CADIVI) established on February 5, 2003

• Foreign Exchange Crime Act (Gazette No. 38,272 on 
9/14/05)

• Foreign Exchange Crime Act revised by National 
Assembly December 2007, amended February 27, 2008
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Official Rate Changed on January 8, 2010Official Rate Changed on January 8, 2010

• GOV Enacted the “Exchange Agreement No. 14 Between the 
Central Bank and the Ministry of Finance” (Official Gazette 374.064 
on 1/8/10) 
– CADIVI rate changed from 2.15 to:

• 2.60 for essential goods under Sector A
– Food and health industries,
– Heavy equipment imports,
– Public Sector transactions,
– Remittances for dependents and students overseas.

• 4.30 for nonessential goods under Sector B
– All other listed remittances and non-essential imports 

authorized by CADIVI
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Parties Involved in the Permuta ProcessParties Involved in the Permuta Process

• Client  

• Broker dealer 
– (Casa de Bolsa & Sociedad de Corretaje)

• Offshore Corporation
– One or two may be required depends on bond used

• Banks
– Venezuelan banks
– Offshore banks
– U.S. banks
– Correspondent banks
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Clients with Interest in the Parallel MarketClients with Interest in the Parallel Market

• Natural Persons

– Clients in Vzla. seeking USD.
– Clients in Vzla. seeking BsF.
– Clients in the U.S. seeking BsF.
– Clients in the U.S. seeking USD.

• Corporations

– Entities in Vzla. seeking USD.
– Entities in Vzla. seeking BsF.
– Entities in the U.S. seeking BsF.
– Entities in the U.S. seeking USD.
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Broker/DealerBroker/Dealer

• Located in Venezuela

• Regulated by the Comision Nacional de Valores 
– CADIVI

• Does not receive funds from clients

• Holds accounts in Vzlan. banks

• Holds accounts in U.S. banks

• Holds accounts in offshore banks 
– FX transactions
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Offshore Corporation #2Offshore Corporation #2

• Conducts the Permuta or “bond swap”

• Located in offshore jurisdiction

• Does not handle cash

• Owned by broker/dealer in Vzla.

• Usually in Panama, Barbados, BVI, Antigua, Curacao
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Offshore Corporation #3Offshore Corporation #3

• Provides liquidity to USD denominated bond

• Repurchases USD denominated bond

• Located in offshore jurisdiction

• Does not handle cash 
– just sends/receives funds to/from clients in the U.S.

• Owned by broker/dealer in Vzla.

• Usually in Panama, Barbados, BVI, Antigua, Curacao
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Financial InstitutionsFinancial Institutions

• In Venezuela
– Local banks

• Where client holds funds
• Where broker dealer holds accounts

• In the US
– Local bank where client holds funds
– Correspondent relationships

• In the Caribbean/offshore
– Offshore bank where offshore companies hold accounts
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Permuta Process OverviewPermuta Process Overview

1. Purchase of bond

2. Swap of bond

3. Sale of bond

Swap of Bond

Sale of Bond
US$

Purchase of Bond
VBs
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11-- Purchase of BondPurchase of Bond

• Individual holding BsF 

• Broker dealer 
– (Casa de Cambio & Sociedad de Corretaje)

• “Buys” BsF denominated bond 
• No cash

http://images.google.com/imgres?imgurl=http://www.pennylicious.com/images/2006-09/confederate-bond.jpg&imgrefurl=http://www.pennylicious.com/2006/09/08/confederate-bond/&h=349&w=480&sz=68&hl=en&start=3&tbnid=JGEwPnvOw8KtUM:&tbnh=94&tbnw=129&prev=/images%3Fq%3Dbonds%26gbv%3D2%26hl%3Den
http://images.google.com/imgres?imgurl=http://www.guardianfx.com/banknotes/south_america/VEB2000f.jpg&imgrefurl=http://www.guardianfx.com/information/south_america/venezuela.html&h=259&w=600&sz=57&hl=en&start=5&tbnid=L2NTzF0qYMxASM:&tbnh=58&tbnw=135&prev=/images%3Fq%3Dbolivares%26gbv%3D2%26hl%3Den
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2 2 -- Swap of BondSwap of Bond

• Offshore corp. #2 receives bond 
– (BsF. denominated) from Client

• Offshore corp. #2 holds a USD denominated bond

BOND SWAP

• Client receives bonds (USD denominated)

• Offshore corp. #2 receives bond (BsF. denominated)
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3 3 -- Sale of BondSale of Bond

• Client holds USD denominated bond previously received by 
Offshore Corp. #2

• Client sells bond to Offshore Corp. #3

• Offshore Corp. #3  receives bond and makes payments to the 
client’s account in USD

http://images.google.com/imgres?imgurl=http://www.freefoto.com/images/04/28/04_28_47---US-Dollar-Bills_web.jpg&imgrefurl=http://www.freefoto.com/preview/04-28-47%3Fffid%3D04-28-47&h=400&w=600&sz=122&hl=en&start=4&tbnid=-cV-LPKmuXTNOM:&tbnh=90&tbnw=135&prev=/images%3Fq%3Ddollar%2Bbills%26gbv%3D2%26hl%3Den
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Permuta CyclePermuta Cycle

OFFSHORE CORP. #2 OFFSHORE CORP. #3

VE BROKER DEALER US BROKER DEALER

http://images.google.com/imgres?imgurl=http://www.officespace.com/osoweb/Seattle/BLDG/Oneconpl/Building.jpg&imgrefurl=http://www.officespace.com/OSOWEB/Flyer.cfm%3FRgnNm%3DSeattle%26BldgNm%3DOneconpl&h=450&w=300&sz=31&hl=en&start=4&tbnid=Veg_EUUnsc6fEM:&tbnh=127&tbnw=85&prev=/images%3Fq%3Doffice%2Bbuilding%26gbv%3D2%26hl%3Den
http://www.visoterra.com/images/original/visoterra-frost-bank-tower-2051.jpg
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Revised Permuta CycleRevised Permuta Cycle

OFFSHORE CORP. #2 OFFSHORE CORP. #3

VE BROKER DEALER US BROKER DEALER US BANK

http://images.google.com/imgres?imgurl=http://www.officespace.com/osoweb/Seattle/BLDG/Oneconpl/Building.jpg&imgrefurl=http://www.officespace.com/OSOWEB/Flyer.cfm%3FRgnNm%3DSeattle%26BldgNm%3DOneconpl&h=450&w=300&sz=31&hl=en&start=4&tbnid=Veg_EUUnsc6fEM:&tbnh=127&tbnw=85&prev=/images%3Fq%3Doffice%2Bbuilding%26gbv%3D2%26hl%3Den
http://images.google.com/imgres?imgurl=http://www.you-are-here.com/los_angeles/paul_hastings.jpg&imgrefurl=http://www.you-are-here.com/los_angeles/paul_hastings.html&h=725&w=480&sz=79&hl=en&start=3&tbnid=P0WzBi76rHAPyM:&tbnh=140&tbnw=93&prev=/images%3Fq%3Dtower%2Bbank%26gbv%3D2%26hl%3Den
http://www.visoterra.com/images/original/visoterra-frost-bank-tower-2051.jpg
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TICC Bond TICC Bond ““PermutaPermuta””

OFFSHORE CORP.

VE BROKER DEALER US BROKER DEALER US BANK

TICC = Titulo de Interes y Capital Cubierto

http://images.google.com/imgres?imgurl=http://www.officespace.com/osoweb/Seattle/BLDG/Oneconpl/Building.jpg&imgrefurl=http://www.officespace.com/OSOWEB/Flyer.cfm%3FRgnNm%3DSeattle%26BldgNm%3DOneconpl&h=450&w=300&sz=31&hl=en&start=4&tbnid=Veg_EUUnsc6fEM:&tbnh=127&tbnw=85&prev=/images%3Fq%3Doffice%2Bbuilding%26gbv%3D2%26hl%3Den
http://images.google.com/imgres?imgurl=http://www.you-are-here.com/los_angeles/paul_hastings.jpg&imgrefurl=http://www.you-are-here.com/los_angeles/paul_hastings.html&h=725&w=480&sz=79&hl=en&start=3&tbnid=P0WzBi76rHAPyM:&tbnh=140&tbnw=93&prev=/images%3Fq%3Dtower%2Bbank%26gbv%3D2%26hl%3Den
http://www.visoterra.com/images/original/visoterra-frost-bank-tower-2051.jpg
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Risks in the Permuta ProcessRisks in the Permuta Process
• Unknown originator/beneficiary of funds

• Offshore entities

• Shell companies

• Currency exchange (primary and secondary)

• Lack of transparency between U.S. and Venezuela

• Exposure to money laundering, tax evasion, corruption, PEPs, terrorist financing, etc.

• Account freeze/asset forfeiture

• Correspondent banking

• Strategic relationships among Venezuelan investors, broker dealers, offshore entities, and U.S. 
Banks

• Nominees used when bonds are issued in Venezuela

• U.S. community banks vulnerable to unexpected spikes in activity and reserves

• Lack of registration of the bonds with Deposit Trust & Clearing Corporation (U.S.) or Comision 
Nacional de Valores CNV (VE)
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Risk MitigationRisk Mitigation

• Knowledge of the permuta process

• KYC

• Documentation

• Information from client

• External research

• Activity pattern

• AML/BSA risk assessment
– Products/services
– Customers and entities
– Geographic locations
– CIP
– CDD vs. EDD
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Risk MitigationRisk Mitigation

1. Document Validation
– Request documents from client or broker/dealer
– Validation through documentation of bond swap or 

permuta
– Obtain bond swap and confirmation

2. Offshore Company Validation
– Request information from offshore entity
– Identity of BO’s (link to broker/dealer in Vzla.)
– Assess comfort level of activity
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Risk MitigationRisk Mitigation

3. Client Validation
– Activity according to KYC
– Purpose of transaction/client history
– Risk profile of client

4. Broker/Dealer Validation
– Obtain information on broker/dealer from Vzla.
– Obtain information from related offshore entities
– Advise clients to use specific (validated) 

broker/dealers
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DocumentationDocumentation

•• Order of Order of sale of bond (from broker dealer)Order of Order of sale of bond (from broker dealer)
•• Confirmation of Confirmation of ““swapswap”” or or permutapermuta
•• Bond information purchase of bond (from broker dealer)Bond information purchase of bond (from broker dealer)

http://www.courts.state.ny.us/courts/ad1/history/images/documents.jpg
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DocumentationDocumentation

• Linking Vzlan. broker/dealer with offshore corporations

• Seeking transparency in the process

• Bond information:
– Type
– Issuer
– Reference
– Value
– Code
– Websites: CNV & Caracas Stock Exchange
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DocumentsDocuments

Purchase of Bond
Denominated in BsF
B/D involved in Vzla.
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DocumentsDocuments
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DocumentsDocuments

Sale of BondSale of Bond
Denominated in USDDenominated in USD
Offshore entity Offshore entity 
involvedinvolved
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USA vs. Rama K. VyasuluUSA vs. Rama K. Vyasulu
March 18, 2009March 18, 2009

• Money Laundering (Title 18 USC §1956 (2)(3)(B))
• Aiding and Abetting (18 USC §2)
• Money Laundering Forfeiture Allegation (Title 18 USC §982 (a)(1))

• November 25, 2008 - December 3, 2008 = $200,000
• January 13, 2009 – January 21, 2009 = $350,000
• March 13, 2009 – Unknown - $350,000

• “Knowingly and willfully”
• “Affecting interstate or foreign commerce”
• “Property represented by a law enforcement officer to be proceeds of 

specified unlawful activity”

• Total = $900,000 possible forfeiture for him

• Approximate total value of the accounts = $240,000,000
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Rosemont Alphabet SoupRosemont Alphabet Soup

• Rosemont A, B, C, D, E, F, G, H, I, J, K, L, M, N, O, P, Q, R, S, T, U, 
V, W, X, Y, Z

• Rosemont P = FL Money Transmitter License

• All other Rosemont entities = No FL Money Transmitter License

• 9737 NE 41st Street, Suite 407, Doral, FL = UPS Store

• Registered to Diego Arnal or Rama Vyasulu
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Rosemont P Corporation Marketing and Rosemont P Corporation Marketing and 
Money TransmissionMoney Transmission

Agentes Agentes 
(Entidades (Entidades 
financieras)financieras)

ClientesClientes

ROSEMONTROSEMONT Bancos Bancos 
ProveedoresProveedores

11

22

33

44

55

66

BANCOS RECEPTORES
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Annual Threat Assessment of the US Intelligence 
Community (Feb 2, 2010)
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