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I. Introduction 

The United States (U.S.) spent fifteen billion dollars to fight the war on drugs in 2010, according to the Office of National 

Drug Control Policy (ONDCP), that adds up to about $500 per second of spending.  As Chart I depicts, the U.S. is still 

spending tens of billions of dollars to fight the war on drugs.  A large portion of that spending comes from law enforcement 

spending and interdiction spending.  As shown in this number, America has a large interest in the war on drugs with Mexico, 

specifically with the Mexican drug cartels.  The war is full of violence, and one that is fueled by money, greed, and power.  

The U.S. has been fighting this war on drugs for decades, and does not appear to be winning.  Graph I depicts just how 

violent and deadly this drug war has become.  As shown in this graph, the level of drug-related homicides has risen sharply 

in recent years.  This sharp rise is obviously a dangerous situation not only America, but the world also must combat.  The 

authors believe, however, that the problem can be combated by means that are traditionally unconventional in this kind of 

fight.  Money is what fuels all this violence and greed.  Thus, the fight against the drug cartels must take place on the 

financial front, particularly with forensic accountants taking the lead.   

Money laundering (ML) is the preferred method of moving drug money around the world for the cartels.  ML is where the 

heart of the cartels’ power lies, and here is where investigators and law enforcement can strike the cartels most effectively.  

The main strategy of attacking the cartels needs to be based on their financial operations, how they move their money, and 

their money laundering operations.  This study shows how forensic accountants can be the most effective law enforcement 

agents to fight this war on drugs in a new way.  This study will examine how law enforcement and the authorities and 

countries that fight this war can combat the cartels on a financial front.  The first section discusses what money laundering 

is, how it works, and how it is beneficial to the cartels.  Next, the who and how of the process of investigating drug cartels 

and drug-related crimes are discussed.  How drug crimes were investigated in the past is shown to give some context on 

how this fight has changed over the years.  Shell companies, which are a method of money movement for the cartels is 

discussed.  The focus then shifts to the banking sector, where forensic accounting fits within this discussion The U.S. Bank 

Secrecy Act (BSA) of 1970 and the need for international cooperation among countries that are covered.   

This study provides professional input from data gathered from interviews conducted by one of the authors with 

professionals in the field.  The professionals were chosen based upon their experience with investigating and prosecuting 

cases of money laundering and other financial crimes.  The goal of all this data collection is to show the need for a change 

in the strategy of drug cartel-related crime investigations from physical asset seizure to a financial operations focus.  

Additionally, this article shows that the infiltration of “dirty money” into the U.S. by Mexican drug cartel money laundering 

is negatively affecting the integrity of the U.S.  economy and the financial sector.  Forensic accountants within various U.S. 

government agencies must be the first line of defense to stop the money laundering.   
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Chart I: 

 

 

Graph I: 
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II. A Different Type of Laundry  

An effective way to examine the intricacies of the financial movements of cartels, like the Mexican drug trafficking (DTO), 

is to define money laundering.  Mexican DTOs use money laundering as their main method of moving cash from drug sales 

(dirty money) to legal sources of revenue (clean money).  The U.N. Office on Drugs and Crime provides this explanation 

of money laundering:  

Money laundering is the process that disguises illegal profits without compromising the criminals who wish to 

benefit from the proceeds.  There are two reasons why criminals—whether drug traffickers, corporate embezzlers 

or corrupt public officials—have to launder money: the money trail is evidence of their crime and the money itself 

is vulnerable to seizure and has to be protected.  Regardless of who uses the apparatus of money-laundering, the 

operational principles are essentially the same.  Money laundering is a dynamic three-stage process that requires: 

placement, moving the funds from direct association with the crime; layering, disguising the trail to foil pursuit; 

and, integration, making the money available to the criminal, once again, with its occupational and geographic 

origins hidden from view.  These three stages are usually referred to as placement, layering and integration 

(UNODC 2015).    

The U.N. Office on Drugs and Crime states that there is a need for the illegal business operations to disguise their money 

so that that the dirty money can be used for its intended purpose.  The money must be “laundered.”  This process applies to 

DTOs because they deal in a strictly cash business operation.  All their proceeds are received in the form of cash, so they 

must convert that cash into appreciating assets, such as bank accounts, cars, houses, real estate, or jewelry.    

There are three main stages in the process of money laundering: placement, layering, and integration (or re-entry).  

Placement is the process where the launderer put their dirty money into a legal source.  These sources usually are bank 

accounts, shell companies (i.e., fake businesses set up to hide money laundering), or offshore banks.  Once this placement 

process is completed and the launderer has the money in a place where it can be used to legally purchase goods, the second 

stage of layering has begun.  Layering is the stage in which “dirty money” is further disguised into tangible goods such as 

cars, real estate, or houses.  The launderer can use that money in their offshore bank account, for example, to purchase 

luxury cars and houses in several different locations.  The transaction appears to be legal to a third party when they see that 

the money came from a bank account in the U.S. or another country.  Finally, the launderer can take that new asset that they 

have acquired (the car or the house) and sell it on the open market.  The final stage of money laundering is called integration.  

The proceeds from that sale complete the laundering process.  The money is now officially “clean.” If one were to attempt 

to trace the money’s origin, they would see that it came from the sale of a house.  Previously, it came from a bank account 

in the U.S., and the origin before the deposit into the bank is untraceable if the investigator has no knowledge of who the 

depositor is or from whom they received the money.  Thus, the money is untraceable, and the launderer can continue their 

illegal operations in this cycle.  They and their operations are then unknown to any investigator.   
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In the example below, Layton (2006) provides further detail and a visual diagram of how the money laundering process is 

done: 

 

III. The Process 

This article exposes the strong link between successful money laundering investigations and successful drug trafficking 

disruption.  The Drug Enforcement Administration (DEA) has established guidelines and essential investigative operations 

for their fight in the war on drugs.  They clearly stated in these objectives (that are available to the public) that striking at 

the heart of the financial operations of drug cartels and drug traffickers, is the key to bringing down their larger networks.  

The DEA states: 

To significantly reduce the supply of illegal drugs, DEA must focus our efforts on the drug proceeds used to pay 

the sources of drug supply.  Denying the sources of supply revenue from the distribution of drugs will hamper their 

capability to acquire or produce additional drugs and support their organizations.  The higher in the drug distribution 

chain we can deny the revenue flow, the greater effect this denial will have on the entire distribution network (DEA).  

The DEA clearly shows the need for drug investigations to focus on the drug proceeds and revenue flow.  Obviously, the 

drug cartels cannot conduct their operations without funds, just like any other business.  Specifically, drug cartels, are 

manufacturers.  They produce drugs and they need money to produce drugs.  Even more so, they need money to move drugs.  

A crucial reason for laundering money is to hide the piles of cash, so a cartel must move bulk cash.  Thus, law enforcement 

actively seeks to disrupt bulk cash smugglers.  In addition, the higher up in the cartel hierarchy that law enforcement can 

arrest cash smugglers, the greater the effect on the entire distribution and movement of drugs by the cartel.  Traditionally, 

drug investigations have focused more on finding the drug smugglers, and then working their way up the hierarchy to find 
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the drug supply for the cartel.  Today, increasingly resources are being focused towards the movement of cash, rather than 

the movement of drugs.   

Additionally, the DEA details the general scope of its financial investigations, and what they mean to their efforts.  They 

state: 

Accordingly, DEA “financial investigations” focus on identifying and interdicting those drug proceeds flowing 

back to the source of drug supply.  In this type of money flow investigation, the financial transactions are also overt 

acts in the drug conspiracy and, oftentimes, provide the best evidence in linking local drug organizations to their 

sources of drug supply.  Since drug money flows toward the “command and control” of the DTO, as opposed to 

away from “command and control” like drugs, a money flow investigation enables an investigator to work his/her 

way up the distribution chain, which is the primary objective of all drug investigations.  To ensure maximum 

effectiveness, DEA money flow investigations are designed to be compatible with, not competitive with, the long-

term asset-tracing type investigations that have traditionally been the norm.  In fact, whenever DEA is involved in 

a long-term, asset-tracing type investigation, there is always an agency such as the Internal Revenue Service (IRS) 

involved as well (DEA).   

DEA financial investigations work to prevent money flowing back to the drug distribution network that provides greater 

evidence for discovering the link between the drug cartels and their drug supply.  Money flow investigations conducted by 

law enforcement are also unique in the aspect that it provides better opportunities for law enforcement to discover the drug 

lords within the cartel.  Obviously, money moves towards drug cartels and their bosses, rather than away from them (as 

drugs do).  This upward movement is another reason money flow investigations have become the focus by law enforcement 

counter-drug trafficking operations.    

IV. Past is Prologue 

To further provide insight on how anti-money laundering initiatives can be effective in fighting today’s war on drugs, 

consider how far we have come from past decades.  Information about past successful and unsuccessful drug investigations 

and money laundering cases is beneficial to evaluate the best plan of action for the future.  Sergio Ferragut wrote an essay 

titled Organized Crime, Illicit Drugs and Money Laundering: The United States and Mexico.  In it he states:  

The illicit proceeds from drug trafficking in the U.S. and Mexico, as with those from any criminal activity, must be 

laundered by criminal organizations so that their assets cannot be traced back to their origins.  In recent times anti-

money laundering (AML) initiatives have been at the core of the fight against organized crime around the world.  

Back in the 1980s it was not unusual for a drug trafficker in the U.S. to walk into a bank with a suitcase full of cash 

and have it immediately deposited into an account.  At that point the money would start a journey from bank to 

bank and country to country, and tracing its origins became very difficult—the money was effectively laundered.  

During the past two decades the international financial system has been tightened and today it is much more difficult 

to launder money through it.  However, dirty money continues to be laundered through other channels.  The current 

controls and best practices implemented within the financial system are a necessary condition to combat money 

laundering; nevertheless, they are not sufficient to curtail it effectively.  It is crucial that the authorities look beyond 

the financial system and into enterprises that accept cash as tender if AML initiatives are to be successful in 

depriving organized crime of the fruits of its crimes (Ferragut, 2012).     

Ferragut presents a critical, central idea to the problem that is at the heart of drug trafficking.  Although we have come a 

long way since the 1980s and have improved our financial system security and integrity, the cartels are still managing to be 

one step ahead of law enforcement.  While the banking system has tightened and made it more difficult to launder money 

through those channels thanks to the BSA, the ability for cartels to launder money through other channels, specifically 

“shell” corporations, has not changed.   

V. The Shell Game  

Shell corporations are now a prevalent channel for cartels and DTOs through which to launder their money.  Shell 

corporations are legitimate businesses on the surface, but when an investigator looks deeper into the financials of the 

company they can find fraudulent activities.  To further build on Ferragut’s claims calling for increased awareness by law 

enforcement of the various channels that DTOs have in laundering money, we need to understand shell corporations.   
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In a report published by the U.S. Senate Caucus on International Narcotics Control during the 113th Congress in April 2013, 

the Caucus provides recommendations of initiatives that should be passed by Congress during that session.  In it they detail 

a bill that has been introduced into Congress that could curtail the laundering power of shell companies in the U.S.  The 

Caucus states:  

Shell companies allow transnational criminal organizations to easily move and hide their money.  According to a 

recent article in The Economist, untraceable shell companies are “the vehicle of choice for money launderers, bribe 

givers and takers, sanctions busters, tax evaders and financers of terrorism.”  While shell companies often have 

legitimate uses, they are also the perfect mechanism for international money launderers since information on the 

actual owners or persons in control of the shell companies (also known as beneficial owners) is in many cases not 

available to law enforcement.  Currently, there is no process in place to keep an updated list of the names of the 

beneficial owners of corporations formed under a state’s law.  It is legal to incorporate a company without disclosing 

who owns it or ultimately controls its activities.  During the 112th Congress, Senators Carl Levin (D-MI) and 

Charles Grassley (R-IA) introduced a bill called the Incorporation Transparency and Law Enforcement Assistance 

Act.  The bill would make it much more difficult for criminal organizations to hide behind shell corporations by 

requiring the disclosure of beneficial ownership information during the company formation process.  This 

information would then be available to law enforcement upon receipt of a subpoena or summons (U.S. Senate, 

2013).    

This bill, referred to as HR3331, was introduced in 2013, but was never enacted.  This kind of legislation is needed, however.  

As the Caucus report states, there is currently no way for law enforcement to gain access to beneficial owners of a shell 

corporation.  Beneficial owners tend to be drug traffickers or money launder facilitators when these shell corporations are 

investigated, dismantled, and explored further.  These kinds of companies (which can include electronics stores, pawn shops, 

specialty goods stores, etc.) are the preferred method of laundering money because of their lack of ability to be detected on 

the part of law enforcement.  The shell corporations essentially funnel in dirty money from drug proceeds and use that 

money to make it look like a legitimate business is being run.  The process also usually involves creating false financial 

statements as well.  If the business is an all cash business, this fraud is relatively undetectable by law enforcement.  The 

dirty money appears to come from sales of merchandise, when there are little or no merchandise being “sold” in the business.  

This absence helps facilitate the laundering process and it “cleans” the money.   

VI. Investigators on the Shell Trail 

There have been several law enforcement investigations conducted involving shell corporations and learning how they 

operate.  One of the most well-known investigations was conducted in Operation Green Ice.  This operation, set up by the 

DEA, revealed tight connections between the Colombian cartels and organized crime in Italy.  Although involving a money 

laundering operation with other cartels in other countries, it was useful to support the need for more undercover 

investigations to crack down on the Mexican drug cartel money laundering operations.  According to an article from the 

Los Angeles Times written by Ronald J. Ostrow and William D. Montalbano, federal drug agents across several countries 

operated an undercover operation, and as a result were able to arrest at least 169 suspects and seize fifty-four million dollars.  

The authors further describe the key individual arrested as a result of the sting stating that the individual was “Rodrigo 

Carlos Polania, a former inspector of Colombia's national bank who (was) suspected of being a ‘plant’ for the cartel in the 

anti-narcotics financial task force in Bogota,” (Ostrow and Montalbano 1992).  The details of the operation were made 

known to the public in a Los Angeles Times article stating: 

Undercover agents posed as money-laundering "facilitators" and used informants to identify several major drug-

money brokers in Colombia, officials said.  The Colombian brokers then acted as middlemen between the Cali 

cartel kingpins and the undercover launderers.  Following the Colombians' instructions, the operation established 

leather goods shops in Houston, Ft. Lauderdale, Miami, Chicago, and New York.  Operated as subsidiaries of Trans 

Americas Ventures Associates, a DEA-established corporation in La Jolla, the shops were used to import 

merchandise from Colombia.  This created a legitimate paper trail for sending U.S. currency to banks for the cartel 

in Colombia, Panama and elsewhere, a DEA official said.  Trans Americas was equipped with hidden video cameras 

and recording devices--typical trappings of law enforcement sting operations.  The stores' paperwork would be 

falsified so one ton of leather was listed as twenty tons, justifying the export of greater amounts of currency.  "They 

didn't care about the leather," one DEA official said.  "All they wanted was the paperwork."  The official said the 

operation grew so large that undercover agents were beginning to ask: “How much leather can I handle?”  "Our 
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undercover agents posed as (illicit) international money brokers," said Ralph Lochridge, a Los Angeles-based agent.  

"The cartels' big problem had been getting the cash (from drug sales) out of the country.  They had to have some 

way of getting it into the international banking system."  Lochridge said that, after undercover agents won the drug 

dealers' confidence, the dealers—at parking lots, on street corners, and in restaurants and hotels—handed over large 

sums in small-denomination bills, "sometimes in laundry bags, sometimes in suitcases, sometimes in cardboard 

boxes…More than twelve million dollars was laundered in the Los Angeles area."  He said the DEA transferred the 

money to secret bank accounts set up by the cartels in Switzerland and the Grand Cayman Islands (Ostrow and 

Montalbano, 1992). 

Operation Green Ice shows just how intricate these operations are, and how well-planned they can be, and how easy the 

cartels (whether they are from Columbia or Mexico) can move merchandise and cash quite freely between countries.  The 

dangers involved for law enforcement are also very high.  This undercover operation went on for several years.  The agents 

involved were put into situations where the risk of being discovered was greater and greater each passing day.  Although 

difficult to ask agents to submerse themselves into the environment of the cartels, but it is sometimes necessary for success 

in preventing illegal activity within our borders.  The cartels were able to falsify paperwork to justify the large amounts of 

U.S. currency they were moving around the country.  The need for legislation to prevent shell corporations from forming in 

the U.S. is demonstrated here as well.   

If our government and law enforcement agencies know who and where money from a particular corporation is going, a shell 

corporation’s power to move money and drugs in and out of the U.S. is greatly reduced.  Here, the cartel was sending money 

to secret bank accounts in Switzerland and the Grand Cayman Islands after it went through an illegally established leather 

goods store.   

Operation Green Ice involved many countries and many law enforcement agencies.  Alessandro Pansa, a senior Italian 

police investigator, said, “We have completely destroyed this network,” (Ostrow and Montalbano, 1992).  Similarly, U.S. 

Deputy Attorney General George Terwilliger agreed with the level of impact that the fruits of this operation would have on 

future DTO money laundering operations when he stated that the Cali Cartel involved in Green Ice was dealt a “crippling 

blow” (Ostrow and Montalbano, 1992) by law enforcement’s success in this investigation.  He continued, “Our aim is to 

drive a stake through the heart of the illegal drug business by attacking their financial operations” (Ostrow and Montalbano, 

1992).  While many factors are different with different investigations, the mentality from the time of Operation Green Ice 

in 1992 can and should be the same in 2018 and beyond.   

VII. The Banking Factor 

Some countries who allow their customers to open accounts in their banks without disclosing much personal information 

(e.g., Cayman Islands and Switzerland).  Whether knowingly or unknowingly, they facilitate the money laundering process 

for DTOs, and provide a haven for their money; a place where U.S. law enforcement have no access.  This vacuum severely 

cripples the ability to stop the money laundering process in the most critical stage for law enforcement: placement.    

Placement is the first stage in the money laundering process.  If dirty money goes undetected in the first stage of the process 

(i.e., depositing money or bitcoins into an offshore bank account), the odds of ever stopping the laundering process decreases 

rapidly.  This type of activity must be stopped, and there is a need to work cooperatively with other countries to stop this 

illegal activity.  The countries mentioned have legitimate reasons for having bank secrecy laws in place, but they are 

beginning to realize the unintentional damage it can do to the world, and the far-reaching impact that something as simple 

as depositing money into a bank anonymously can have.    

VIII. The FDIC Factor 

The Federal Deposit Insurance Corporation (FDIC), protects the deposits of millions of bank account holders in the U.S., 

and details the efforts by the U.S. to end banking secrecy in our country.  They detail the background of the Financial 

Recordkeeping and Reporting of Currency and Foreign Transactions Act of 1970, otherwise known as the BSA, on their 

website.  They state: 

The Financial Recordkeeping and Reporting of Currency and Foreign Transactions Act of 1970 (31 U.S.C. 5311 et 

seq.) is referred to as the BSA.  The purpose of the BSA is to require U.S. financial institutions to maintain 

appropriate records and file certain reports involving currency transactions and a financial institution’s customer 

relationships.  Currency Transaction Reports (CTRs) and Suspicious Activity Reports (SARs) are the primary 
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means used by banks to satisfy the requirements of the BSA.  The recordkeeping regulations also include the 

requirement that a financial institution’s records be sufficient to enable transactions and activity in customer 

accounts to be reconstructed if necessary.  In doing so, a paper and audit trail is maintained.  These records and 

reports have a high degree of usefulness in criminal, tax, or regulatory investigations or proceedings (Federal 

Deposit Insurance Corporation).   

Essentially, the BSA was created to maintain integrity in the U.S. banking system by requiring banks to report any suspicious 

activity that goes on with their customers’ transactions.  Any cash transaction over $10,000 must be reported under the BSA 

using a CTR or SAR.  This allows BSA officers, who oversee banking transactions that banks are following correct 

procedure, to further examine the transaction and the customer who made the withdrawal or deposit.  The BSA also requires 

the banks to maintain a proper paper trail, or audit trail, of transactions about a customer accounts so that if activity needs 

to be further examined, it can be tracked and reconstructed by BSA oversight officers.  This also allows investigators to 

further examine a bank customer’s activity if something was missed by the bank or BSA officers, and was not reported on 

a SAR or CTR.  This kind of reporting has proved to be extremely vital to several types of investigations.  The FDIC 

recognizes the importance of these special filings under the BSA to law enforcement agencies and their investigations.   

The implementing regulations under the BSA were originally intended to aid investigations into an array of criminal 

activities, from income tax evasion to money laundering.  In recent years, the reports and records prescribed by the 

BSA have also been utilized as tools for investigating individuals suspected of engaging in illegal drug and terrorist 

financing activities.  Law enforcement agencies have found CTRs to be extremely valuable in tracking the huge 

amounts of cash generated by individuals and entities for illicit purposes.  SARs, used by financial institutions to 

report identified or suspected illicit or unusual activities are likewise extremely valuable to law enforcement 

agencies (Federal Deposit Insurance Corporation).   

The BSA was originally intended to prevent financial crimes within our borders, but it also has proven valuable in preventing 

financial crimes by prohibiting the growing illicit activity abroad from flourishing in the U.S. through our financial system.  

A specific situation in which BSA reporting proved beneficial to a financial crime investigation, occurred with an 

investigation by the Boston Police Department, specifically with the Boston BSA Financial Review Task Force.  The 

Financial Crimes Enforcement Network (FinCEN) details the investigation that occurred in Boston.   

BSA data provided the leads that helped the Boston BSA Financial Review Task Force, hosted by the IRS, identify 

a multi-million-dollar Ponzi scheme—the largest Ponzi scheme in that city since the days of the infamous Charles 

Ponzi.  The BSA reporting that started it all was of relatively low dollar amount.  But local law enforcement, 

recognizing the threat to the community, seized on the information provided in the BSA reporting and acted to 

prevent further losses.  And a further review of BSA filings revealed additional instances of possible structuring, 

money laundering, and other suspicious activities.  At least forty-two victims lost more than ten million dollars 

through this scheme.  In one of the most significant aspects of this case, prosecutors indicted the defendants before 

any victims realized that they had been duped.  In addition, this case is the first instance where prosecutors used a 

recently enacted state money laundering statute to seize funds in bank accounts.  The defendants claimed to be 

working with real estate developers who had trouble getting conventional loans, and victims were promised returns 

of eight percent interest.  However, the defendants used the investment money for living a lavish lifestyle and 

gambling.  The owner of the financial company operating this scheme was sentenced to serve ten to twelve years; 

the defendant’s spouse was sentenced to serve two years; and the defendant’s son was sentenced to serve two years.  

This case demonstrates that all BSA reporting has value, no matter the dollar amount involved (FinCEN 2015).    

This case shows the importance of BSA filing to law enforcement.  Here, the amount was not even large enough to “spook” 

the bank or its oversight officers, but the law enforcement agency involved saw the potential to reveal an even larger scheme.  

The need for more utilization of CTR and SAR reports is very prevalent as it pertains to DTO money laundering.  The 

cartels heavily utilize U.S.  banks to launder money.  If CTR and SAR are more heavily relied on by law enforcement, more 

investigations can be brought against cartel leaders and money launderer facilitators.  They can also lead to more information 

being revealed about who the money launderer facilitators are, where they list an address, and what their account numbers 

are and what other accounts those numbers could be linked to.  That information could lead to prosecution of that facilitator, 

as well as information on who they are working for.   
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IX. The Bank Secrecy Act (BSA) 

One author interviewed Brenda Algood, a BSA Oversight Officer for Fishback Financial Corporation, who oversees five 

BSA officers for five different bank charters within her organization.  The five bank charters are First Bank & Trust in 

Brookings, Vermillion, Sioux Falls, and Milbank in South Dakota, and Pipestone in Minnesota.  She previously worked in 

quality control prior to coming to Fishback Financial.  Most of her work is with the BSA, but she also works with the Fair 

and Accurate Credit Transactions (FACT) Act.  Her vast experience with seeing various methods that criminals and criminal 

organizations utilize to commit financial crimes through U.S. banks makes her a valuable resource for providing evidence 

to support the need for more of a financial operations and forensic accounting focus in the war on drugs.    

Interview 

Brenda Algood, BSA Oversight Officer, Fishback Financial Corporation 

Frederick: Can you describe what your responsibilities include in regard to filing CTR and SAR?  What are 

your duties personally and what duties do you delegate to your staff?  

Algood: “(They) review reports that come off our mainframe system to watch for those situations or 

transactions that require a currency transaction report…those have to be filed within fifteen 

calendar days.  The reporting that I do the majority of is called a Suspicious Activity Report, 

and…those are very confidential, but it’s (for situations where) we have observed (or) if we’re 

concerned that there’s money laundering…kiting, computer intrusion, identity theft, (and) all those 

things that’s a suspicious activity report, and that’s something that I am responsible for submitting 

to the government.”  

Frederick: Besides CTR and SAR, what does BSA compliance encompass? 

Algood: “It encompasses a lot.”  Algood further states that there are two main ideas when it comes to BSA 

compliance.  They are “customer identification” and “monitoring of transactions.”  Algood defines 

the requirement of customer identification as one in which “you have to know your customer.”  She 

says there are two ways to identify customers: “documentary identification” and “non-documentary 

identification.”  Documentary identification involves government issued ID’s with pictures.  Non-

documentary identification involves items like “welcomes letters…as another way to identify 

them”, according to Algood.  In regard to “monitoring of transactions,” Algood says that it’s “not 

even just the cash…but it does encompass wire transfers as well.”  “I work with our business 

intelligence department” adds Algood.  She continues with stating that “they help develop reports 

because all of my BSA officers have quite a few reports to review on a daily basis.”  She also says 

that the government provides assistance to them in their BSA compliance efforts by stating that 

“the government tells us (what) to watch out for.”    

Continuing her comments regarding CTR reports, Algood again details how CTRs work.  She summarizes that CTRs are 

not the ultimate indicator of fraudulent activity.   

Frederick: Does everyone and every transaction have a CTR report filed on them when they are over a certain 

limit?  Are there ways that they can get around it? 

Algood: “Some businesses like a grocery store get a lot of cash; it is not unusual for them to bring in $15,000 

cash in a day.  We can exempt them from CTR (currency transaction) reporting.  That’s called a 

Phase 2 exemption.  Phase 1 exemption is if you have a company that is publicly traded…they can 

be exempt.”  

I continued by asking Ms. Algood about any issues she comes across when trying to protect the integrity of the banks and 

charters that she serves.  I wanted to see if there were any frustrations or potential issues that she experiences that could 

present areas for improvement in BSA compliance in relation to investigating DTO money launderers.  Here is what she 

had to say when I posed that question:  

Frederick: Brenda, do you worry about your ability to protect the integrity of your banks and the bank charters 

that you serve?  Do you feel confident in what you and your staff are doing?  



 Journal of Forensic & Investigative Accounting 

Volume 10: Issue 1, January–June 2018 

 

65 

Algood: “One of the things that I worry about personally is that maybe one of our customers is doing…some 

things that aren’t really lawful, and my biggest fear is that the FBI or somebody is going to walk in 

and say, ‘Did you know that this guy was doing this or this lady was doing this?’  You know, that 

they would find it before we do.  That’s my biggest fear.  That’s my biggest fear is that they are 

going to walk in and say, “we found this guy, how come you didn’t?”  

What a profound statement coming from a professional in Brenda’s field.  Her “biggest fear” is missing something that they 

should not have missed.  That is a statement that is indicative of the stresses of the current BSA compliance system.  The 

threat of money being laundered or fraud being committed through banks in the U.S. is more prevalent now than ever, as 

seen in recent money laundering scandals involving large U.S. banks.  The best thing that our government could do right 

now for bankers like Brenda Algood is to reassure them and to reignite their confidence in the BSA and our banking system.  

Our government and the proper authorities need to simplify the BSA compliance system.  It should not be easy for the 

launderers to launder money, and it should not be difficult for the BSA officers to detect fraudulent activity.  It should be 

the other way around.   

When we talk about the government and its assistance to bankers in regard to BSA compliance, one might expect that the 

government and its agencies would be actively engaged in preventing fraudulent activity within the banks that it charters 

and regulates.  According to Ms. Algood, that is not always the case.   

Frederick: Are you ever re-assured by authorities, like the FBI, on the job that you are doing?  Do they provide 

you any kind of “backup?”  

Algood: “No, probably not any backup from them.  When the examiner comes in, we do have an opportunity 

to have some dialogue with them…where we could ask them questions and that type of thing, but 

not so much as a backup.  They give you the rules (and) regulations…it’s up to us as a bank to 

follow them and to find a way to follow them.  There’s automated software monitoring that kind 

of watches and learns your customer’s behavior, so you rely on (that) kind of reporting, or the 

reporting through our own in-house business intelligence programmers.”   

The government needs to be more involved than they are now in the anti-money laundering process, including the BSA.  It 

needs to be a joint effort between the government and the large banks to “crack-down” on money laundering.  The 

government has the most to lose when you consider all the factors.  Thus, it should be the government that takes the lead in 

the investigation of this kind of activity.  Obviously, the government is the one who has to enforce the law, but right now 

they are basically leaving big banks exposed to fraudulent activity sneaking through the barriers set up by the BSA, while 

the government sits off to the side and provides no backup or assistance, as Algood talked about.  The banks are left to 

figure things out on their own.   

I continued with asking Algood about her level of familiarity with the recent DTO money laundering scandals in the U.S.  

She said she was familiar with what was going on, as the nature of her job implicitly requires her to be up-to-date with the 

latest “trends” of how criminals are able to find ways to launder money in U.S. banks and financial institutions.  I asked her 

what her thoughts were on recent money laundering operations successfully completed by DTOs in the U.S.   

Frederick: What do you know about recent DTO money laundering scandals involving large U.S. banks?  

What do you think went wrong in some of those cases? 

Algood: “I think, how did they let it go so long?  Personally, I think that (large U.S. banks) are so big 

that…you know they have the money to spend on all the equipment that (they) want, but I just kind 

of wonder if (BSA) compliance comes from the top.  I often wonder how much importance are they 

providing, or the number of staff that are needed to run their program the way that it should be 

run.”  Algood continues by saying that some banks have “almost double or triple their staff for 

BSA-AML filing.”  

Once again this brings up another interesting issue in regard to what banking professionals are dealing with in today’s 

environment.  The large banks that these crimes are occurring within are banks that have billions of dollars in assets; why 

do these types of crimes slip “through the cracks?”  Would it not make sense that these banks have the top-of-the-line, 

cutting-edge equipment to the point that money laundering and fraud are virtually impossible to conduct within these banks?  

As Algood also suggests, perhaps it is not the equipment that is the problem, but instead the compliance standards that are 
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set by upper management.  I believe it is the latter.  If you talk to any banker, they are more than likely not going to point 

at the equipment or their staff as the source for the problem.  In Brenda Algood’s case, she whole-heartedly believes that 

she and her staff do a great job of stopping fraudulent activity, even without having the best possible equipment or the 

largest staff that she could possibly have.  She sets the standards for her staff and that is why they are so successful.  There 

needs to be a shift in attitude amongst the BSA compliance officers, law enforcement, bank CEOs, banking professionals, 

etc.  if there is going to be a serious change in the level of detection and prosecution of individuals conducting financial 

crimes such as money laundering.  There must be a universal understanding that we as the United States of America, one of 

the largest and wealthiest countries in the world, can gain access to the best equipment and the most educated and competent 

staff; but if we do not place the seriousness of missing fraudulent activity in our banking system on upper management 

across the industry, then none of that equipment and no staff member is going to be a large enough impact.   

I finished a lengthy but informative interview with Ms. Algood by asking her to discuss her feelings about whether or not 

she believes that the U.S. government and its entities are doing enough to protect the banks, businesses, and people from 

becoming a constant channel of cartel activity and financial crimes.  I also wanted to get her final opinion on what she feels 

is the future of the banking industry in this country with regards to our fraud detection and prosecution of the individuals 

conducting illegal activity within the U.S. banking system.  As I stated previously, Algood whole-heartedly believes that 

she and her staff do a great job with what they currently are working with.  Algood also thinks that there is too much money 

involved in the cartels and their illegal activities for some of this activity to even be detected at all.   

Frederick: What do you see as the future for America’s response to DTO money laundering scandals?  Do you 

see any major changes in how we as a country protect ourselves against this type of illegal activity? 

Algood: “I think there is just way too much money to be made (for cartels) by participating.  There is way 

too much money being handled under the table.  I think internationally, it would be hard for us to 

do, other than to put sanctions on (other countries).  As a bank, we’re going to have more 

regulations, more scrutiny no matter what our size is, we’re all going to be treated the same.  (With 

beneficial ownership), when you open an account for a company, you are going to have to know 

who are the beneficial owners…You have to know everything about them…Will that help?  

Probably, I just think that we’re going to get tighter and tighter control.  I think they’ll still find a 

way.  I don’t know if it’s a challenge or what it is, but they’ll still find a way…Money and drugs 

are pretty powerful.  I hope to retire before it gets worse.” 

While Algood feels pretty good about her banks that she oversees and the system that they run to protect those banks, 

overall, she is still concerned with the current state of the banking system and the constant manipulation of it by the Mexican 

drug cartels in their money laundering schemes.   

X. International Cooperation 

Another important factor to consider in the war on drugs with the Mexican drug cartels, are the international relations issues.  

The fight against the cartels can only be won with the full cooperation of other countries.  There are many countries and 

territories involved in this fight.  Banks in Switzerland and the Cayman Islands, Mexico, Great Britain, and the U.S. are all 

major players in the fight against drugs and the movement of drug proceeds.  It is critical to examine ways to improve the 

relations amongst some of the major countries involved.  In International Drug Control Policy: Background and U.S. 

Responses, a report issued by Liana W. Rosen of the Congressional Research Service in March of 2015, international drug 

control efforts are examined specifically between the U.S. and Mexico.  Rosen leads into her discussion on current U.S. 

international drug control efforts by stating the following:  

International efforts to combat drug trafficking are based on a long-standing and robust set of multilateral 

commitments, to which the U.S. has committed.  U.S. involvement in international drug control rests on the central 

premise that helping foreign governments to combat illicit drugs abroad will ultimately curb availability and use in 

the U.S.  To this end, the current Administration maintains the goal of reducing and eliminating the international 

flow of illegal drugs into the U.S. through international cooperation to disrupt the drug trade, interdiction efforts, 

and support for demand reduction (Rosen, 2015).   
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Rosen’s report makes an impactful statement when she says that “helping foreign governments to combat illicit drugs abroad 

will ultimately curb availability and use in the U.S.” (Rosen, 2015).  This is clearly an accurate statement as most of the 

illegal drugs in the U.S. come from across our borders.   

This ideology can also be applied to drug money.  International cooperation and support in combating the movement of 

drug money through the financial systems of other countries is also vital to curbing the same kind of activity from happening 

in the U.S.  International cooperation in stopping drug money laundering will also help to improve the financial system and 

economic health of these same countries.  Rosen continues with this idea in her report: 

To reap the financial benefits of the illegal drug trade, traffickers must launder their illicit profits into the licit 

economy.  As a result, the U.S. and other members of the international community have sought to use anti-money 

laundering efforts as a tool to combat this upstream activity in the illegal drug market.  Currently, several U.S. 

agencies are involved in international anti-money laundering efforts designed to enhance financial transaction 

transparency and regulation, improve cooperation and coordination with foreign governments and private financial 

institutions, and provide foreign countries with law enforcement training and support.  Congress has been active in 

pursuing anti-money laundering regulations and program oversight (Rosen, 2015).   

Rosen points out the fact that the current Congress is in fact active in pursuing this idea in their anti-money laundering 

efforts.  She also details in her report the agencies and sub-agencies that are directly involved in targeting drug related 

money laundering.  Those agencies include two sub-agencies under the direction of the U.S. Treasury Department: The 

Office of Foreign Assets Control (OFAC) and the Financial Crimes Enforcement Network (FinCEN).  (Rosen 2015) Rosen 

details in the report the specific work and conclusions that the OFAC has come up with in their investigations:  

In 2007, the Treasury Department’s OFAC reported that anti-money laundering efforts against Colombian drug 

cartels have been effective in isolating and incapacitating designated supporters, businesses, and front companies 

linked to the Cali Cartel and Norte del Valle Cartel (Rosen, 2015).    

As stated here, the OFAC has shown evidence of effectiveness in anti-money laundering efforts against another group of 

DTOs, specifically Colombian cartels.  The OFAC could be used just as effectively to combat Mexican drug cartel money 

laundering as it has been in the past to conduct AML efforts against the Colombian cartels.  We previously showed in 

Operation Green Ice how the Colombian cartels in the past have managed their financial operations and movement of drug 

money.  Now, in more present times, we see that anti-money laundering (AML) efforts against them are still effective.  This 

office and the Treasury department need to better utilize their expertise and specialization in investigating Mexican DTO 

money laundering as well.  As stated in Rosen’s report, AML efforts against Colombian cartels “have been effective in 

isolating and incapacitating designated supporters, businesses, and front companies linked to the Cali Cartel and Norte del 

Valle Cartel” (Rosen, 2015).  These same kinds of efforts and investigations would be just as effective and incapacitating 

on the Mexican DTOs as they have been in recent history with the Colombian cartels.  Luckily, there are some effective 

policies in place right now thanks to legal initiatives enacted in recent history.  Rosen states in her report: 

In 1999, Congress passed the Foreign Narcotics Kingpin Designation Act to authorize the President to target the 

financial profits that significant foreign narcotics traffickers and their organizations (known as Specially Designated 

Narcotics Trafficker Kingpins, or SDNTKs) have accumulated from their illicit activities.  This tool seeks to deny 

SDNTKs and their related businesses access to the U.S. financial system and all trade transactions involving U.S.  

companies and individuals (Rosen, 2015).    

This Act is a great tool that we already have in place on the national level to directly target the financial profits of DTO 

kingpins, but it is also a tool that can be better utilized.  The ability for the President of the U.S. to target SDNTKs and their 

illicit activities is important, but it should be more widely used in conjunction with other agencies’ drug investigations.  The 

multi-platform cooperation within government in drug investigations is vital to effective AML efforts in the future.  

Particularly, more cooperation between law enforcement agencies historically fighting back against the Mexican drug cartels 

and the Treasury Department's agencies (OFAC and FinCEN) is needed to conduct more effective AML efforts against 

Mexican DTOs.    

XI. The Legal Environment of Drug Investigations 

It is important to understand the legal environment that surrounds this war on drugs and how it affects the decisions to be 

made in the future.  Keeping that in mind, one author also visited with former U.S. Attorney for the State of South Dakota 
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Brendan Johnson.  Brendan Johnson served five and a half years as U.S. Attorney for South Dakota.  During his time as a 

U.S. Attorney, Johnson prosecuted the biggest legal cases on the national level that involved South Dakota, including drug 

cases.  He was exposed to many cases involving drug cartels, money laundering, and financial crimes, making him a great 

resource for how forensic accountants can work more closely with law enforcement and attorneys to prosecute drug cartel 

money laundering cases and begin to bring this problem to an end.  He also worked closely with former U.S. Attorney 

General Eric Holder during his term.  Currently, Brendan Johnson is a partner in the law firm Robins Kaplan, where he is 

the co-chair of the Internal and Government Investigations department.  He is based out of Sioux Falls, South Dakota.  After 

gaining a little bit of knowledge about Mr. Johnson’s background, the question was posed to him about how he feels about 

the U.S.’ recent success in stopping illicit activity by the Mexican DTOs. 

Interview 

Brendan Johnson, Former U.S. Attorney for the State of South Dakota 

Frederick: With everything that you know about Mexican drug cartels, how would you rate the U.S.’ success 

in fighting the cartels?  

Johnson: “(With) mixed results.  The violence in places like Mexico has certainly escalated so in that sense 

if there’s a war on drugs, I don’t know how you can argue that it has been particularly successful.”   

Johnson believes that the amount of violence in Mexico is indicative of how the war on drugs is panning out, and how 

fruitful our investigations against the cartels have been.   

The conversation proceeded with a discussion on how Brendan Johnson feels the U.S. should be positioned in the war on 

drugs.  Johnson feels that it starts with the U.S.   

Frederick: With that being said, how do you personally feel that the U.S. should position themselves in regard 

to the War on Drugs? 

Johnson: “I think that we have to be the lead entity.  The overwhelming majority of the methamphetamine 

in this country is coming from Mexico.  If we are going to reduce the availability of 

methamphetamine in the U.S., I think our country has to take a lead role in stopping that.”  

The problem with methamphetamine was interesting to hear discussed as being a big problem.  Specifically, in South 

Dakota, methamphetamine is one of the most widely abused illegal drugs and is also a problem in other states.  Thus, the 

reason Johnson points to that as being a reason the U.S. should have an increased interest in stopping that drug from being 

brought into the country.   

Frederick: Is the problem with drug cartels just too big to solve on our own as a country?  

Johnson: “The more resources we put into reducing the availability of drugs in this country, it does have an 

impact.  That’s going to come at a very significant cost.  You can further reduce the availability of 

drugs, if you’re willing to pay more and fill up our prisons more than what they are today.”   

Johnson presents a problem that relates to all the topics and theories presented in this study.  There is always going to be 

the issue of how much money and resources do we contribute to the problem, and what is the optimum balance for money 

and resources.   

Brendan Johnson commented further on the economic stability of future AML efforts and drug investigations when the 

question was posed to him regarding whether or not there are current improvements that he thinks should be made to existing 

laws and regulations that could better detect illicit activity.   

Frederick: In your opinion, are there improvements that can be made to current laws that would reduce illegal 

cartel activity from happening in America?  

Johnson: “The federal prison population has been growing exponentially and that’s becoming something 

that’s economically not sustainable for our country.  As the federal prison population grows those 

are dollars that are getting diverted from law enforcement.  What Attorney General Holder did was 

to make efforts to reduce the federal prison population, and last year the federal prison population 

shrank for the first time in, I believe about thirty years.  There have been several sentencing 
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guidelines that have changed significantly during the Obama Administration when it comes to drug 

dealers.  Federal prosecutors now are reducing the number of circumstances in which they will seek 

mandatory minimum federal prison sentences for drug dealers.  Johnson added to that idea by 

stating that the U.S. Department of Justice has become “less zero tolerance” when it comes to 

prosecuting individuals involved with the war on drugs, in an effort to “have more discretion to 

really focus on the worst of the worst.” 

Just recently, thousands of drug offense-related prisoners in the federal prisons of America were released or had their 

sentences reduced due to these new guidelines.  This, as Johnson argues, will help to clear up the excess resources that are 

allocated to the prison system, and put those resources back into law enforcement efforts on the border and in their drug 

cartel investigations.  Mr. Johnson is indicating that with more discretion for prosecutors in these drug cases, the ability to 

find and imprison the drug lords, money launderers and facilitators will be easier because it will gradually become less and 

less of a machine that just produces imprisonment no matter who they are or what the circumstances are in their case, and 

more of a system that catches the “big fish” that are causing the problem and let the “little fish” go that are just role players 

in the problem. 

Mr. Johnson then began to discuss the value to law enforcement in cooperation with the banks and financial institutions, 

thanks to the BSA.   

Frederick: What kind of value does BSA reporting bring to law enforcement and in your job as a U.S. attorney? 

Johnson: “I think working with the banks hopefully is valuable for law enforcement.  The SARs I don’t think 

are overly burdensome for banks…I don’t see that as too large of a burden.  Those SARs can, and 

did, produce some actionable cases for (law enforcement), and some important leads.”   

Thinking back to the discussion with Brenda Algood, she stated that she feels she and her staff do a great job with their 

BSA reporting, and specifically with reporting any suspicious activity.  This indicates that there is certainly a value-added 

connection going on here.  The BSA officers are doing their job and filing these reports day in and day out, and yet we still 

have a large problem with money laundering in this country.  Law enforcement is getting a lot of value and “actionable 

cases” from these reports that come from BSA reporting.  A future partnership that would make a lot of sense if the U.S. 

wants to get serious about stopping illicit drug cartel activity, including money laundering, would be for banking and 

financial institutions and law enforcement to work more cooperatively, more frequently to bring more “actionable cases” 

against suspected drug money launderers.  As was previously mentioned, drug cartels cannot function without money.  Thus, 

investigating and prosecuting the people who handle and move that money for the cartels should be the first course of action 

in reducing the illicit activity and violence surrounding the cartels.  As a country and as a government, there needs to be 

more recognition that cooperative action amongst government agencies is a vital part of investigating drug crimes because 

drug crimes involving cartels envelop all kinds of factors and disciplines.   

The conversation with former U.S. Attorney Brendan Johnson concluded with a discussion on what this all means to the 

country, and how the U.S. will look in regard to the strategy we have against the cartels over the next five years.   

Frederick: Looking ahead to the future, what will the strategy against the cartels look like for the U.S.?  Should 

the cartels be treated like a national security issue?  

Johnson: “Part of that is going to depend on who is elected to the White House in two years, and who the 

next Attorney General is, but right now I think the trajectory for our country is that we are really 

distinguishing between drug users and drug traffickers…Drug traffickers will continue to be an 

issue, but I don’t think that we’re in a situation where federally we are going to see more resources, 

more of a focus on cartels, than what we have today.  I don’t see it as an area where we’re more 

prioritized, in the sense that more and more money is going to go towards fighting the cartels.  I 

think that the cartels are a national security issue…major cartels are a national security issue.”   

This was frankly a surprising response from a professional who has worked in such a high-profile position because as 

Americans we do not typically think of cartels as a national security issue.  There tends to be a notion that cartels are just a 

bunch of gangs that need to be handled accordingly by law enforcement when they do something illegal in our country.  

However, what is occasionally forgotten is the fact that most of the cartel activity done within our country is conducted by 

cartel leaders who never set foot inside the U.S.  That makes it difficult to stop them, unless we treat them as a national 
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security threat and take the fight to them.  As mentioned in that statement, Johnson does not see the amount of resources 

being allocated towards fighting the war on drugs being changed anytime soon, at least on the federal level.  As he previously 

mentioned, he does believe that the change in mandatory minimum sentencing guidelines for drug crimes will help that 

problem in some ways.  He also does not see much of an attitude shift within federal government as far as making the fight 

in the War on Drugs more of a priority.  Johnson makes an interesting point about the fact that the upcoming presidential 

election (thus a new cabinet) will make a difference as well because the policies of the incoming President will obviously 

have an effect on how much priority is put towards the War on Drugs, both in fighting it domestically and internationally.  

The point was made that the cartels are a national security issue and should be treated as such.  There was also a discussion 

of the value of BSA reporting to law enforcement in its drug investigations.  Finally, the need to differentiate between drug 

users and drug traffickers in the criminal justice system was exposed and brought to the forefront as being a way to clear up 

resources that could be better allocated to law enforcement and their drug investigations.   

XII. Conclusion 

First, former U.S. Attorney Brendan Johnson stated, “major cartels are a national security issue.” (Johnson, 2015) Then, 

there was a profound statement that came from a current BSA oversight officer, Brenda Algood, when she said that she 

hopes to retire before it gets worse, about the war on drugs and specifically the laundering of drug money within the U.S. 

banks and financial institutions.  These kinds of statements further justify the belief in this country that we have a serious 

problem when it comes to Mexican drug cartels and their money being laundered in our banks, thus damaging the banking 

system and the U.S. economy.  American lives have also been lost because of the violence associated with the war on drugs.  

Thus, the United States of America has an obligation to solve this problem and end the violence, end the massive inflow of 

illegal drugs, and end the abuse and exploitation of our banking system at the hands of the cartels.  There are many courses 

of action that can and should be taken to accomplish that goal.  For instance, there should be legislation brought to the 

forefront in Congress that would require more transparency in the formation of corporations and businesses in the U.S.  It 

should be brought to the discussion table with full support from major political party leaders on both sides of the “aisle”.  

The legislation should be drafted with the cooperation and input of the Treasury Department and its investigative entities, 

as well as the investigative and forensic accounting units of the IRS, the FBI, and the DEA, all of whom are familiar with 

how drug cartels operate and set up their shell corporations within the U.S. This legislation should provide for a requirement 

that all related parties and beneficiaries of a corporation are listed by their full legal name with proper documentation to 

verify that information.  This legislation would ideally lead to more “actionable cases” (Johnson, 2015) as Brendan Johnson 

talked about, regarding bringing money laundering facilitators and ultimately drug cartel kingpins to justice, based on the 

idea that this legislation would either cause a reduction in the amount of shell corporations being established in the U.S.  or 

would yield the information of individuals with ties to Mexican DTOs.   

Another action that should be taken in the future to help fight the war on drugs from a financial standpoint would be for the 

simplification of the BSA reporting system for U.S. banks.  This would include easier filing of reports, including but not 

limited to improved technology, and less unnecessary components of that technology.  Legislation to improve the BSA 

should be handled by the proper authorities in conjunction with law enforcement, as it has proven to be effective to law 

enforcement in their investigations.  The banking system is currently too easy for drug cartels to get around and exploit.  

There needs to be tighter restrictions for the deposits and transactions that initiate BSA reporting that initiate the production 

of CTRs and SARs.  It should be easier for BSA officers to detect money laundering and criminal activity, and more difficult 

for the criminals to exploit the system and introduce their drug money in to the U.S. banking system.   

This leads into another takeaway from this study involving the BSA and law enforcement.  It has been clear to the author 

through the interviews conducted in this study that there is a need to have more cooperation between law enforcement, 

particularly forensic accountants, and BSA officers.  Ms. Algood stated that she and her staff feel like they do a good job 

with detecting illicit activity in their banks.  Mr. Johnson stated that he feels like there is value to law enforcement in the 

BSA reports, specifically SARs reports.  Cooperation between these two entities and disciplines could lead to more detection 

and prosecution of money laundering facilitators.  A federal committee within our government and Congress that combines 

these two groups of professionals and their knowledge could be useful in fighting the war on drugs.  If we have two groups 

of people who really have a good grip on the problem and how to fight it, it makes sense for them to work more closely in 

these kinds of investigations.   

Finally, another idea that should be taken away from this study is the need for more drug investigation responsibility to shift 

to the Treasury Department and its investigative agencies, such as the forensic accountants within the OFAC and the 
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FinCEN.  This shift would allow more financial and economic expertise to be brought into the strategy of how to fight this 

war on drugs from a different angle.  However, this shift in investigation responsibility and authority should also include 

more cooperation with the DEA, as well as more financial operations and forensic accounting training for the DEA agents 

and incoming agents.  This will allow them to be more aware of how the cartels like to operate and what their financial 

strategy typically looks like.  The author believes that this will lead to a more well-rounded investigative effort across all 

disciplines, agencies, departments, and law enforcement authorities.  This fight on the war on drugs is a very dynamic one.  

It is not just about drugs and how to prevent them from coming into the U.S.  It is more about how serious does America 

want to be about stopping this ongoing, long-lasting fight against drug cartels.  If the country wants to be serious about 

stopping the massive inflow of drugs and the costly, dramatic violence that comes along with a drug war, the focus needs 

to be on the money and the lead needs to be undertaken by the forensic accounting experts within the various U.S. 

investigative government agencies.  The cartels cannot function without money, as is with any business or operation.  If 

there is going to be a serious shift in who is winning the war on drugs, there must be international cooperation as well.  The 

U.S. cannot do it alone.  The forensic accountants and law enforcement as a whole in the U.S. need to be the lead entity, but 

it cannot accomplish the common goal of the civilized world alone.  There needs to be a serious shift in thinking.  That 

includes you as the reader as well.  This article presents the arguments and evidence needed to justify the hypothesis that 

the U.S. economy, financial sector, and national security is at a greater risk because of the infiltration of “dirty money” into 

the U.S. by Mexican drug cartel money laundering.  After reading this article, one should also understand the great need for 

a shift in strategy for fighting this problem, shifting from defensive drug seizure to offensive forensic accounting operations 

to stop the drug cartels.  The authors believe that the ideas presented in this study are just a start to solving the problem, but 

it is a step in the right direction towards attacking the heart of the cartels and winning the war on drugs.   
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