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laundering in real estate market
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At the end of 2011, a company
called Isaias 21 j paid nearly
$3 million — in —:&chean
ﬁ'ontBalHarbom-

But it wasn’t clear who really
owned the three-bedroom unit at the
newly built St. Regis, an ultra-luxury
high-rise that pampers residents

_w:th24—hourmomserv1ce and a pri-

its headqnarl:exs as a. Miami ‘Beach
law office and its manager as Mateus

SIntunahonalHoldmg,geoﬁ'sht(:srﬁ
registered ‘in Bri
V‘u'gmlslands,wherecmnpanyown

ofconﬁdamnlﬁlesﬁ'ommsndease-‘
crenvePammamanlawﬁxm called

“When I was selling /
real estate in Davie in
the late ’80s, we used
to get bags of cash.”

Jeff Morr, a Realtor at Douglas

Elliman

MossackFonseca.Theleakhmbeen

creaungoﬂ%horeshellcompamefor
the world’s richest and most power-

-ful people.

The firm’s leaked records offer a
ghmpse into the tlghﬂy guarded
world of high-end South Florida real
estate’ and ‘the global economic
forces reshaping Miami's skyline.
And MIPs activities bolster an ar-

>gumentanalystsandlaw-enh'ce-

meg;glﬂiaalshavehngnndem-
:groad Ee o

Iping to power the

gleammgcondowmnsmgm

South Flonda’s waterﬁ'ont and push-
ing home prices far beyond what :
most locals can afford. ‘
The leak comes as the U.S. govern-
ment unleashes an unprecedented
crackdown on money laundering in
l\/hamlsluxuryreal-&statemarket. .
Buried in the 1L5 million docu-
ments? A registry revealing Mateus -
5’s true owner: Paulo Octavio Alves

: Perelm,aBraz;handevehpermd'

con nowhlsm for
corru in

Anptlon ofthem
seenmoordsfoundl!)ﬁreignna-

‘tionals creating offshore

companies -
and buying Miami real estate. Of
them, eight have been linked to brib-
ery.mwuon,embezzlmmm

' it ies.
'lht’ladropmd:eocendlﬁ. —

anecalsoneofmanyﬁ:sthugt
up companies. experts
say a lack of controls on cash real-
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estate deals has made Mi-
ami a’'magnet for question-
able currency.

“The guys who want to’

clean up dirty money are al-
ways going to try to pen-
etrate the system at its
weakest spot,” said Joe Kil-
mer, a' former Drug En-
forcement Adminjstration
special agent. “You've got so
much real estate being
bought and sold in South
" Florida. It’s easy to hide in
. plain sight”

Take Octavio, a dentist’s
son who built a fortune de-
veloping shopping malls
and hotels in Brazil and
married the granddaughter
of a former Brazilian presi-
dent before ‘launching his
own political career.

In late 2009, Octavio was
serving as the vice governor

of the capital state of Brasi- -

lia when federal police
filmed his boss, the gover-
nor, accepting a thick stack
of bills. Prosecutors said it
was a btibe, Other tapes
caught their associates

stuffing pockets, bags and’

even their socks with cash.
Their alleged total. take?
About $43 million.

When Gov. Jose Roberto
Arruda was arrested early
the next year, Octavio re-

placed him. But an inform-

ant claimed Octavio also

took bribes. The newly
minted governor didn’t ap-
pear in the videos and de-
nied the allegations, but he
resigned anyway. His term
lasted 12 days.

Six months later, Octa-
vio’s: Miami lawyer asked
Mossack Fonseca — which
has recently been impli-

- cated in a bombshell Brazil-

ian corruption scandal — to
set up Mateus 5.

In Miami, secretive buy-
ers often purchase expen-
sive homes using opaque le-
gal entities such as offshore
companies, trusts and lim-
ited liability corporations.

Offshore companies are

" legal as long as the compa-
nies declare their assets and
pay taxes. But the secrecy
that surrounds those: com-
panies makes it easy and
tempting to break the law:

The U.S. Treasury De-

partmeént is so ‘concerned
about criminals laundering
dirty money through Mi-

ami-Dade County real es-
tate that in March it started
tracking the kind of trans-
action most vulnerable to

manipulation: shell compa- .

nies buying homes for at
least $1 million using cash.

Those deals are ‘consid-
ered suspicious because a)
the real buyers can hide be-
hind shell companies and b)
banks aren’t involved in
cash transactions, circum-
venting any checks for mon-
ey laundering.

Cash deals accounted for
53 percent of all Miami-
Dade home sales in 2015 —
double the national average
— and 90 percent of new
construction sales; accord-
ing to the Miami Associa-
tion of Realtors.

The initiative also applies
to Manhattan and-expiresin
August. It requires that treal-
estate title agents’ identify
the true, or “beneficial,”
owners dshellcompa-
nies and disclose their
names to the federal gov-
ernment. In Miami-Dade,
the rules apply to homes
sold for $1 million or more.

The feds will know the

real buyers but won’t make

the information public. Ex-
perts say the crackdown

could be the first in a series

of stronger regulauons on
cash deals.

Miami has a long history
of money laundering. Its fi-
nancial institutions report
more suspicious activity
than any other major U.SS.

city besxdes New York City

and Los Angeles, according
to FinCen data. And arecent
case of money laundering
involving fancy condos and
the violent Spanish drug
gang Los Miami drew fur-
g:r serutiny to South Flori-

" Jack McCabe, an analyst
who studies the boominglo-
cal housing market, said it'’s
impossible to know how
many homes are purchased
with dirty money. :

Flight capital from other
countries fuels Miami's
economy. It revived the con-
struction, real-estate and
tourism industries after the
Great Recession,

Foreign nationals

nearly $61 billion worth of ‘

homes in Palm Beach,

" Broward and" Miaml—Dade

counties last year, more than
a third" of -all local home
spending, according to' the
Miami Association of Real-
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tors. It’s not only foreign
money that’s suspect. Maur-
icio Cohen Assor and Leon
Cohen-Levy, a Miami Beach
father-and-son duo con-
victed of a $49 million tax
fraud in 201, used Mossack
Fonseca offshores to hide
assets.

Law firms like Mossack
Fonseca and their Miami
partners operate in a shad-
ow eéconomy, largely free

‘from the “know-your-cus-

tomer” rules imposed on
U.S. banks. Others in the
real-estate industry, includ-
ing Realtors, are also ex-
empt.
In Brazil, prosecutors
claim Fonseca cre-
ated offshore companies
that allowed officials of the
state oil company to collect
and hide bribes.: At a news
conference i January 2016,
tors called the firm
“a big money launderer”
announced they had is-
sued arrest warrants for
four oeénplg;ees_ of its Brazil-
ian office for crimes ranging
from money laundering to
destroying and hldmg docu-

‘ments:

In an email, Mossack
Fonseca spokesmarn Carlos
Sousa defended its business

- practices: “Our firm, like

many firms, provides world-
wide registered agent serv-
ices for our professional cli-
ents (e.g., lawyers, banks,
and trusts) who are inter-
mediaries. As a
agent we merely help incor-
mte companies, and be-
we agree to work witha
client in any way, we con-
duct a. thorough due-dili-
gence process, one that in
every case meets and quite
often exceedsall relevant lo-
cal rules, regulations and
standards to which we and
others are bound”
Octavio was indicted on
corruption charges a year
after stepping down as gov-
ernor. He did not respond to
a request for comment. But
his local lawyer Julio Barbo-

.sa, who keeps an office on

pricey Lincoln Road and
aoked the offsh . d tﬁo
setu ore, said the
purcEaseofﬂxeBalHarbour
condo violated no laws.
“Any transactions in
South Florida handled by
e eable. Tnos, ineluding
app e laws, inc]
US. and Brazilian’ taxation
and disclosure require-
ments,” Barbosa wrote in an




email.

Owning U.S. property
through offshore compa-
nies allows foreign nationals
to claim significant breaks
on their estate taxes; thanks
to the U.S tax code. But off-
shores are also useful for

entities can help add a pati-
na of legitimacy to dirty

cash, said Ellen Zimiles, a**

former federal prosecutor
* in New York That's crucial

for bringing taintef

from abroad it the United

cion, Zimiles said. -

the deals. They set up BVI
offshores and then bought
the properties using Florida
companies registered under
their own names. Emails be-
tween Mossack Fonseca
employees and the men’s
lawyers say the purpose of
the offshores was to pur-

- chase Florida real estate but

don’t go into detail.
The Miami Herald called,

- emailed or sent registered
letters to the buyers, as well

as their lawyers, asking
what role the offshore com-

-panies played in the trans- - -

actions or whether their as-

‘et were declared to Brazil- -
ian tax authorities, as re-
ifed by law. Two of them

‘Others in the filés in- " nettor

the former owner of a po

lar Brazilian'steakl?ggs:
convicted twice for embez-
zling pu;gl:i. ftgxd%;;qd
avoi c in
for driving a Mercedes and
dating socialites, Zebral

paid $19 million for a condo -

in Sunny Isles Beach in 2011,
B Marcelo Carvalho Cor-

deiro, the former president
of Rio de Janeiro’s pension
fund, was fired after alleg-

handingout amulﬁniil5 '

edlyl

lion-dollar contract through

improper back channels.

Cordeiro paid $2.7 million

for a home on Key Biscayne

last year. He is suing a busi-
\ ﬁ partner in Miami for

B Luciano Lobao, a f»cglr;-
struction magnate and the
son of Brazi¥s former ener-
gy ministér; The-elder Lo-
bao is under investigation
for corruption in a massive
scandal over alleged bribes
for state oil company con-
tracts. R
Lobao himself has been
investigated over allega-
tions he overcharged the
government on 2014 World
Cup contracts. He bought a
condo at Eden House in Mi-
ami Beach ‘for $636,000 in
2013 and sold it for $11 mil-
lion the nextyedr.- - -

. There’s no proof that
dirty money was used in any
of the transactiens uncov-

Several of the men, in-

cluding Lobao and Cordei-

ro,madenqeﬁorttohide

il

paid $2.7 million for two

units — one of them a
2,900-square-foot pent-
house — at the St. Tropez in
Sunny Isles Beach. He
showed the Miami Herald
tax returns stating that he
had paid taxes for his off-
shore companies in Brazil. .
. Marcos Pereira Lom-
bardi; who runs a news-
paper, as well as several
er businesses in Brasilia,
said he set up an offshore for
estate-tax benefits. He spent
$2.7 million on two condos
at Trump Towers I and IT in
Sunny Isles Beach and said
’he pays all his taxes in Brazil
and the United States.
" Lombardi, known as
“Marcola,” has been investi-
gated in Brazil for allegedly
getting an insider deal on
government land and con-
spiring to fix gas prices,
charges he denies. He
bought one Trump Tower
unit through a Florida com-
pany that listed him as its
manager and another under
his own name, &

But transparency doesn’t
always mean legality.

The alleged Spanish drug
lord Alvaro Lopez Tardon
owned fancy condos in Mi-
ami companies reg-

. istered under his own name

or the names of his associ-
ates, including a $1 million

‘condo at-the Contiguum in

South Beach.
After his arrest in 201,

- Lopez Tardon’s lawyers de-

fended his actions as legal
and transparent,
Prosecutors argued that

he was laundering profits

from a lu¢rative cocaine- -

smuggling business. ‘They
said he had been the leader
of a violent drug ring called

" Los Miami and seized his
assets, including a fleet of

I cars and 13 condos,
aftergiwasdfopndgxﬁltyof
money laundering,
Peter Zalewski, a local
condo market analyst, said
Lopez Tardon’s case

prmnfrted_ ted the feds to take a
‘hard look at Miami real es- ‘

tate, -

“Funny money” includes
more than briefcases brim-
ming with: hundred-dollar
bills, a common sight during

- Miami’s cocaine cowboy era

in the 1980s. Today, “cash”
more commonly signifies
certified checks, traveler’s

‘checks, cashier’s checks and -

moneyorders. .

For now, FinCen is track-
ing only ‘trinsactions that
use cash in those forms, as

‘well as hard currency. It will

not require reporting on
deals that use wire transfers
or, personal- checks, which
leave more of a paper trail at

banks, opening up a poten-
tia]loopll:ole. ‘ o

Theresa Van Vliet, a for-
mer federal prosecutor in
South Florida, said FinCen
could have been uncomfort-
able stretching its authori
to cover wire transfers.

“This is a strategic move”
she said. “It’s good to start
small.” .

-Cash home deals are one
of the last unregulated sec-
tors of the US. real-estate
market; there are already

strict reporting require-

methnts for homes bought
with mortgages. o

Despite the federal scru-
tiny, most industry profes-

- sionals say money launder-

ing doesn’t play arole in real
estate — at least not any-
more,

“When I was selling real
estate in Davie in the late
’80s, we used to get bags of
cash,” said Jeff Morr, a Real-
tor at Douglas Elliman.
“There were no rules. ... To-
day, everything is watched.
It’s clean”

.Between the federal
crackdown on secret cash
home deals and strengthen-
ing anti-money-laundering
rules around the world, it
may grow harder to pump

dirty cash through Mismi

real estate.
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