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 TRUSTED SERVICE

 FAST

 ANONYMOUS

Hawala 
• Informal value transfer system (IVTS) used for centuries.
• They operate outside banking ad formal financial institutions 

domains.
• Fei-Ch'ien (China), Padala (Philippines), Hundi (India), Hui Kuan

(Hong Kong), and Phei Kwan (Thailand).
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BROTHER 1 BROTHER 2

Brother
…I need 
money!
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HAWALADAR 1

CUSTOMER 1

Brother finds a hawala service.
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HAWALADAR 1

CUSTOMER 1

MY BROTHER
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HAWALADAR 1

CUSTOMER 1

CODE 398FDK
Haw 2 location

POC MY BROTHER
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CODE 398FDK
& AMOUNT

CUSTOMER 1

CODE 398FDK
Haw 2 location

POC

HAWALADAR 1
HAWALADAR 2
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HAWALADAR 1

CUSTOMER 1

CODE 398FDK
Haw 2 location

POC

CODE 398FDK
Haw 2 location

POC

CUSTOMER 2

CODE 398FDK
Haw 2 location

HAWALADAR 2
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HAWALADAR 2

CUSTOMER 1 CUSTOMER 2

CODE 398FDK
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HAWALADAR 1 HAWALADAR 2

CUSTOMER 1 CUSTOMER 2

CODE 398FDK

CODE 398FDK
Haw 2 location

POC

CODE 398FDK
& AMOUNT
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HAWALADAR 1 HAWALADAR 2

S E T T L E

Periodic Settlements 
• Cash
• Property
• Bank wire transfers
• Other arrangements

What to Look for
 Books/Ledgers
 Other information
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Is Hawala legal?

• Yes, in some countries. Hawala are legal in the U.S., the UK, and 
other countries are as long as they are licensed.

• No in other countries such as India, Saudi Arabia, Germany, Iran, 
and others.
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IVTS
• An “informal value transfer system” refers to any system, 

mechanism, or network of people that receives money for the 
purpose of making the funds or an equivalent value payable to a 
third party in another geographic location, whether or not in the 
same form. 

• The transfers generally take place outside of the conventional 
banking system through non-bank financial institutions or other 
business entities whose primary business activity may not be the 
transmission of money. The IVTS transactions occasionally 
interconnect with formal banking systems (for example, using 
bank accounts held by the IVTS operator.)
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• IVTS, including so-called alternative remittance and underground 
banking systems, pre-date western banking systems and existed as far 
back as 5800 BC. The systems were established originally on the Indian 
subcontinent in Asia as a means of settling accounts within villages. 
Their use as global networks for financial transactions spread as 
expatriates from the original countries settled abroad. 

• Today, IVTS operations are found in most countries. Depending on the 
ethnic group, IVTS are called by a variety of names 
including: “hawala” (Middle East,Afghanistan, Pakistan); “hundi” 
(India); “fei ch’ien” (China); “phoe kuan” (Thailand); and “Black 
Market Peso Exchange” (South America)
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Hawala

To Balance 
Books -

Anything of 
Value

Settlement methods may be outside the banking system, 
including trade, cash, and long-term net settlement. 

Subject to their registration, IVTS can operate legally in the UK. 
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Hawala & Bulk Cash Operation in US & Canada

• Moved money from narcotic sales in 
Canada, through US to Mexico DTO’s

• Hawaladars located in Canada, US, and 
India

• Money in US were delivered to couriers and 
then moved via bulk cash to Mexico

• US Hawaladars would confirm money was 
available or pool with other Hawaladars

• Money in US moved to Mexico DTOs or used 
in US to buy more narcotics
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• As we go through this study, 
identify the Financial, Business, 
and Communication processes

• Discussion:  What would you do 
in an investigation to take 
down this TCO financial 
network?
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1. Financial

Communication Process

Value Transfer

Business Structures
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Transaction Flow 1

Financial Flow
• Canadian Hawaladars received 

bulk Canadian currency from 
drug traffickers as well as a 
banknote serial number to be 
used as a token.

• Canadian Hawaladars would 
advise US Hawaladars of the 
designated couriers in US and 
the token.

• US couriers would pick up and 
deliver bulk US currency to 
facilitate the transfer of this 
money to drug traffickers in 
Mexico or buy narcotics.
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KARAN SIDHU VANT TITU

Narcotics 
brought up 

from 
Mexican 

DTO’s

Sales in 
Canada 

(Canadian 
Currency)

Payment  of profit or purchases to  DTO’s in 
USD through Canadian and US  hawala

CANADIAN HAWALADARS
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Business Techniques
• Telephone communications using 

coded words
• US Hawaladars, if necessary, 

obtained funds from other 
Hawala

• Hawaladars in US would carry 
money to meet couriers

• Couriers on occasion used “cover 
names” and burner phones

• Couriers moved money in such 
ways as using vehicles with 
hidden compartments
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Financial Flow
Sales in Canada (Canadian 

Currency)

Canadian Hawaladars
Providing Orders to US Hawaladars

Currency Moved

Orders and Tokens
(Money Not Moved)

US (Los Angeles) Hawaladars
Prepare Money and Provide Money to Couriers

Couriers Bulk Cash
Smuggle to DTO’s

Couriers
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Conversion from Loonies to USD
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• Money was delivered in Canadian 
dollars in bulk cash to the 
Canadian Hawaladar

• Hawala process converted the 
currency to USD

CANADA

KARAN SIDHU VANT TITU

Bulk Cash in Canadian Money and Token
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21

Internal Hawala Process Consideration

KARAN SIDHU VANT TITU

Sufficient Funds?

R 
SINGH

S 
SINGH

H
SINGH SONU

Yes

Had funds or could be pooled
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Payments to US Couriers

• Canadian Hawaladars would 
provide directions for 
payments to couriers in the US

• US Hawaladars would meet 
with couriers and deliver the 
cash

• Couriers would facilitate 
transfer of money to DTOs in 
Mexico or buy narcotics
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KARAN SIDHU VANT TITU

R 
SINGH

S 
SINGH

H
SINGH SONU

Couriers
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Business: Couriers Bulk Cash Process
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MARTIN FAGON ABUT ESPINOZA

Couriers

BARRAZA

GASTELUM

RIOS

DELIVERED 
BULK CASH

PICKED UP 
DRUGS 

CAREY

DELIVERED 
BULK CASH

TO MEXICO
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Business: Narcotics Purchase
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S 
SINGH

JACOBS

PAYMENT FOR 
PICKING UP 
NARCOTICS

BUDDY

RECEIVES MONEY 
AND BUYS 
DRUGS

DIRECTS
JACOBS

PHAM

RECEIVES DRUGS 
FROM JACOBS

MOVES DRUGS 
TO CANADA

KARAN
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Scenario 1: ”Weird”
• March 14 (Wednesday): coded telephone communication

• 3:38 PM Sidhu confirmed that R Singh would have $500,000 
available in LA to meet a pending order

• 4:00 PM Communication that money would be available 
Saturday night  

• March 15: Order was increased to $1M. LA said they 
would prefer to satisfy order through two deliveries of 
$500,000 because a $1M delivery would look “Weird”

• March 16: Pooling activity to collect money for the 
order

• March 17: R Singh says he wants a commission fee
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SIDHU

R 
SINGH
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Scenario 1: ”Weird”
• March 19: Planning for delivery of the $1M in two 

separate deliveries of $500,000
• March 20 

• 7:06 AM – call to Canada that delivery to courier was 
scheduled for 10 AM

• 9:54 AM - R Singh loads car with $522,000 in Bud Light and 
Diet Coke cardboard boxes

• 10:16 – Transfer at a temple in Alhambra $522,000 is 
delivered to courier Martin

• 10:30 – R Singh confirms to Sidhu payment was made
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SIDHU

R 
SINGH

MARTIN
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Business Process: Bulk Cash Transfer

• March 20 1:37 PM: Martin travels to 
Coachella at a garage and transferred 
$522,000 to two other couriers

• March 20 5:30 PM – Two other couriers 
leave Coachella with $522,000 in hidden 
compartments in a Chevy Trailblazer
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MARTIN

BARRAZAGASTELUM

Transport money in hidden 
compartments
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Communications and Business Processes
• 1:19 PM: Sidhu tells R Singh that Martin, 

under the name “Bob,” had been told 
that $600,000 in bulk cash would be 
delivered to him at 6:00 PM

• 6:00 PM: Monterey Park ”Bob” received 
$600,000 in bulk cash from R Singh

• 6:31 PM: Discussion about the 6 PM 
delivery to “Bob”  R Singh still had 
$100,000 in money belonging to Vant and 
that he would receive and additional 
$100,000
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SIDHU

R 
SINGH

MARTIN
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Risk Assessment of  the Hawala System
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No 
mitigation
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Investigation: Some of  Evidence Collected
• Wiretap chart
• Photos of defendants
• Money ledgers (seized)
• Pole cam photos
• Photos of residences
• Blue Mustang
• Photos of bags on car hood 

(Blue Mustang)
• Photos of US currency on bed

• Photos of wallet and banded $1 
bills on dresser

• Photos of passports
• Methamphetamine and cocaine 

seized
• Business certifications
• Information from FinCEN re MSB 

reg.
• Numerous call transcripts
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Resolution
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Loughnane Associates LLC
Value Touches Everything

Questions?
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