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(1) 

COMBATING TERROR POST–9/11: 
OVERSIGHT OF THE OFFICE 

OF TERRORISM AND 
FINANCIAL INTELLIGENCE 

Tuesday, September 6, 2011 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON OVERSIGHT 

AND INVESTIGATIONS, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, DC 
The subcommittee met, pursuant to notice, at 10:13 a.m., in the 

National Museum of the American Indian, The George Gustav 
Heye Center, Alexander Hamilton U.S. Custom House, One Bowl-
ing Green #1, Hon. Randy Neugebauer [chairman of the sub-
committee] presiding. 

Members present: Representatives Neugebauer, King, and 
Hayworth. 

Also present: Representative Grimm. 
Chairman NEUGEBAUER. This hearing entitled, ‘‘Combating Ter-

rorism Post-9/11: Oversight of the Office of Terrorism and Finan-
cial Intelligence’’ will come to order. 

I want to thank everybody for being here. And I want to thank 
the Secretary for being here. 

I think it is appropriate that we are here just a few days before 
the 10th anniversary of 9/11, and we are literally just a few blocks 
from Ground Zero. A lot has transpired since 9/11/2001, and one of 
the things I think we are all very thankful for is that through dili-
gence and intelligence and our military and our other efforts, 
Homeland Security, and all of the agencies, we have been able to 
prevent a rehashing of that day. And that is a good thing. 

We are starting a little late because—I know it is hard for people 
to believe, but there is traffic in New York, and evidently it is 
heavy today. We are expecting other Members to get here shortly. 

But I think one of the things that we hope to do in this hearing 
today is post-9/11—one of the things that we do know whether any 
kind of operation, whether it is a good operation or a bad operation, 
and terrorist, obviously, operations that we are trying to thwart, 
but they need funds to do that. But I think the interesting thing 
about some of the terrorist cells around the world is they don’t nec-
essarily always need a lot of money, but they do need a source of 
financing. And so in our efforts to keep America safe and to combat 
the global war on terrorism, obviously tracking the money, tracing 
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the money, and preventing the money from flowing is an important 
part of our efforts to keep our country safe. 

Today we hope—and we have a great panel here of folks who are 
very interested in this issue, and we obviously appreciate the Sec-
retary being here—to kind of explore where are we today, what 
areas we need to improve, what kind of cooperation is going on 
with other agencies, because what we do know is that the terrorists 
aren’t necessarily always using traditional financing vehicles and 
throughputs, and we need to make sure that we have the infra-
structure in place to monitor all kinds of funds transfers and 
money movement and that we have the cooperation of people 
around the world because this is a global problem. It is not just a 
U.S. problem. And so, these are some of the things that we hope 
to accomplish today. 

I am delighted to be here in New York. 
And the New York delegation has been very involved, obviously, 

in many of these issues because they have a little bit of their stake-
holders. This week, we remember the lives that were lost that day. 
We remember the first responders, those heroes who gave their 
lives. And we owe it to the American people, we owe it to the peo-
ple of New York, and we owe it to the people who made those sac-
rifices to remember that this is an ongoing issue. We haven’t solved 
the problem. The problem exists every day. We have to get up 
every day. We have people in our Administration and men and 
women in uniform who get up every day to make sure that our Na-
tion is safe and that we are doing everything possible to prevent 
any kind of recurrence of the events of 9/11. 

At this time, I am going to recognize someone who really has 
been on the forefront of the war on terrorism, who is the chairman 
of the Homeland Security Committee and also sits on the Intel-
ligence Committee, and who has been a huge advocate of making 
sure that we have the resources in place to prevent another recur-
rence, and that is Chairman King. So, Chairman King, you are rec-
ognized and thank you for being here today. 

Mr. KING. Thank you, Chairman Neugebauer, and thank you 
very much for holding this hearing. I think it is very appropriate 
that it be held this week, that it be held literally in the shadow 
of Ground Zero. And I believe it is an essential hearing. I know it 
is an essential hearing because following terrorist financial trans-
actions is an integral and essential part of the war against ter-
rorism. 

I want to thank Secretary Glaser for being here today and for all 
his efforts in this, and I want to thank you for that. 

I would say this is one area in particular, as we went from one 
Administration to the other, where there was a continued effort, a 
continued realization as to how essential it is that terrorist trans-
actions be monitored as closely as possible, that we cut off as much 
as we possibly can the funds, the fluidity that the terrorists need 
to operate. It was clear that the whole 9/11 operation could not 
have been carried out if the funds were not there. Also, the enemy 
is very adaptable. As we close down one avenue of revenue, they 
open up another. They move to another, but I think the Treasury 
Department has done a very good job, again in both Administra-
tions, in staying on top of this issue. 
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Again, we are not just talking about banks. We are talking about 
heroin deals. We are talking about smuggling. We are talking 
about kidnapping. We are talking about hawalas. Just last year 
with the Times Square bombing, it was not a lot of money, but 
some of the money that was transacted was actually done by a per-
son who was part of a hawala on Long Island standing outside of 
McDonald’s handing off cash to the Times Square bomber. You go 
from that to the multi-millions of dollars that can also be trans-
ferred around the world. 

So I look forward to the hearing today. I look forward to Sec-
retary Glaser’s testimony. Again, just as internationally we can’t be 
successful without full cooperation among our allies, at the Federal 
level, as far as law enforcement, we can’t be successful without full 
cooperation of all law enforcement and intel. Similarly, the Treas-
ury Department is an essential part of this war as far as cooper-
ating with all the other Departments and agencies, whether it is 
the State Department, the Department of Defense, or the Depart-
ment of Homeland Security. All of them have an integral role and 
Treasury is right there at the center of it. So if we can dry up the 
money, continue to dry up the money, that is such a positive, posi-
tive step in the war against terrorism. 

So, again, Mr. Chairman, thank you for holding the hearing, and 
I yield back. 

Chairman NEUGEBAUER. I thank the chairman. 
And now another great Member from New York who has a law 

enforcement background and I think has some background in ter-
rorism, Mr. Grimm, you are recognized. Thank you for being here. 

Mr. GRIMM. Thank you, Mr. Chairman. Thank you for holding 
this hearing. 

Thank you, Mr. Secretary. I appreciate it. 
Really to echo some of the sentiments that we just heard from 

Chairman King, this is a very difficult issue to deal with, the fi-
nancing of terrorism, because as the chairman just said, it can be 
anything from a hawala, which has been completely off the radar, 
to more traditional venues of not-for-profits and charitable organi-
zations. The amount of work that needs to be done on the inves-
tigative level can only be done with cooperation through interagen-
cies, and Treasury has to be a part of that. But all the agencies, 
I am happy to say, over the last several years have really been 
working together as much as they can and have been much more 
effective than decades ago. So I think that we have been bringing 
the best of the best to the table in a collaborative effort, and I know 
that from my own experiences as a special agent with the FBI, it 
is not an easy endeavor to get all those agencies to work together. 

So it really has been a tremendous amount of leadership from 
the top down that is going to make the efforts successful. I think 
we have seen success but because of the difficulties involved in 
tracing monies through nontraditional sources throughout the en-
tire world, we are going to need to remain vigilant. And that is why 
hearings like this are extremely important. 

So it is really an honor for me to be a part of this hearing, and 
I thank the chairman again. I yield back. 

Chairman NEUGEBAUER. I thank the gentleman. 
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I remind all Members that their written statements will be made 
a part of the record. 

It is now my pleasure to introduce the Honorable Daniel Glaser, 
Assistant Secretary of Terrorist Financing, U.S. Department of the 
Treasury. Mr. Secretary, thank you for being here. You are recog-
nized. 

STATEMENT OF THE HONORABLE DANIEL L. GLASER, ASSIST-
ANT SECRETARY OF TERRORIST FINANCING, U.S. DEPART-
MENT OF THE TREASURY 

Mr. GLASER. Thank you for having me, Mr. Chairman. Chairman 
Neugebauer and distinguished members of the subcommittee, 
thank you for the opportunity to discuss our efforts to combat ter-
rorist financing. It is particularly humbling to appear before you 
near such hallowed ground. Ten years ago, this City bore the brunt 
of an attack against the American way of life, but the resilience of 
New York City inspired a Nation. As a result, in the decade since 
those tragic attacks of September 11th, the U.S. Government has 
worked towards developing a comprehensive, whole-of-government 
approach to combating terrorism, and the fight against terrorist fi-
nancing has been an important part of that. Critical to this evo-
lution has been a recognition that the Treasury Department and 
the financial tools it wields is central to our counterterrorism ef-
forts and, indeed, to our national security as a whole. 

Mr. Chairman, as you pointed out, money is vital to terrorist or-
ganizations. The monetary costs of executing an individual attack 
may be low, but terrorists require substantial sums to recruit, 
train, and sustain operatives, procure weapons, compensate the 
families of so-called martyrs, and garner support from local popu-
lations. This need to raise and move funds is a significant vulner-
ability that can be exploited. 

The financial networks of terrorist organizations are susceptible 
to identification and disruption. It is the efforts of the U.S. Govern-
ment and the international community to do just that, I would like 
to discuss today. 

Prior to 9/11, the U.S. national security community had yet to 
fully grasp the significance of the terrorist threat. Not surprisingly, 
terrorist financing was not high on the national security agenda, 
but that quickly changed 10 years ago with the attacks we suffered 
just steps from where we sit today. A galvanized U.S. Government 
recognized the importance of attacking terrorists’ financial infra-
structure as a component of an effective counterterrorism strategy. 

Treasury, armed with new authorities to freeze terrorist assets, 
played a significant role in this response. We designated various 
terrorist-affiliated entities and crippled critical financial nodes of 
al-Qaeda, Hamas, and other foreign terrorist organizations. Today 
I can confidently say that the United States no longer remains fer-
tile ground for terrorist fundraising. 

Despite our initial success, we recognize that Treasury’s full po-
tential remains bridled without a more comprehensive strategic ap-
proach and the institutional framework to implement it. Accord-
ingly, in 2004, the Treasury Department working with Congress 
created the Office of Terrorism and Financial Intelligence, or TFI. 
The creation of TFI, the first office of its kind in the world, was 
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a revolutionary development in the national security arena, and in 
less than 8 years, TFI has had a dramatic impact on our national 
security and has become a fixture within our foreign policy estab-
lishment. Our mission is clear: marshal the Treasury Department’s 
policy, enforcement, regulatory, and intelligence functions to sever 
the lines of financial support to international terrorists, WMD 
proliferators, narcotics traffickers, and other threats to our national 
security. 

We advance this goal in many ways. For example, we work with 
multilateral bodies such as the Financial Action Task Force to es-
tablish a global framework that promotes transparency which en-
ables us to identify and address various forms of terrorist financing 
vulnerabilities. 

We have also joined our fellow agencies and international part-
ners in mitigating the risks posed by other areas of concerns that 
many of you have mentioned such as informal value transfer sys-
tems, or hawalas, charities, cash couriers, and new payment meth-
ods. And we have systematically undermined terrorist financial 
networks by imposing targeted financial measures. 

We have coupled these instruments with sustained outreach to 
the international and private sectors seeking to freeze terrorist 
groups out of the international financial system. Of course, in 
achieving these successes, cooperation with our foreign counter-
parts is essential. Our engagement with Saudi Arabia exemplifies 
the effectiveness of this approach. Though our partnership in com-
bating terrorist financing with Saudi Arabia in earlier years has 
not always been very good, sustained engagement over the years 
has produced increasingly strong progress. Moving forward, we will 
continue to build on this relationship and encourage other regional 
players, in particular Qatar and Kuwait, to follow Saudi Arabia’s 
example in prioritizing the fight against terrorist financing. 

Of course, considerable challenges remain ahead. We are, as Sec-
retary of Defense Panetta said, within reach of defeating al-Qaeda. 
Their financial situation is indeed dire and our goal is to make it 
even worse. But some pillars of financial and logistical support re-
main intact. Even as we make progress against al-Qaeda, we find 
that, with the rise of al-Qaeda affiliates, the terrorist financing 
threat has changed and in some ways become even more intrac-
table. Issues such as kidnapping for ransom have become more sig-
nificant, and terrorist groups that control territory such as al- 
Shabaab and Hamas can raise funds through nontraditional meth-
ods such as simple taxation. 

These and other challenges will require novel approaches. We 
must continue to work with our interagency partners, the private 
sector, and our international counterparts to advance our mission. 
With a comprehensive strategic approach that I have outlined here 
today, we will move forward to address these challenges. 

Chairman Neugebauer and distinguished members of the sub-
committee, thank you for the opportunity to testify, and I would be 
happy to answer any questions you may have. 

[The prepared statement of Assistant Secretary Glaser can be 
found on page 27 of the appendix.] 

Chairman NEUGEBAUER. Thank you, Mr. Secretary. 
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OFAC, which applies and enforces actions, and then you have 
FinCEN, which is charged with enforcing the anti-money laun-
dering rules, both have offices at work with the financial institu-
tions to ensure compliance. Those are basically two different func-
tions now. In the regulatory perspective, would it make sense to 
combine those activities so that the entities that are being regu-
lated would be dealing with one regulator rather than two different 
regulators? 

Mr. GLASER. Thank you for the question, Mr. Chairman. It is an 
important question. And I know I speak for Under Secretary Cohen 
when I say that he is in the process of reviewing all the different 
components within TFI, which is the organization that I am a part 
of, and that FinCEN and OFAC, as you mentioned, are also a part 
of, to see how internal resources can be realigned, rationalized, and 
made more efficient. And I know that he is actively considering all 
of the different options along those lines. 

FinCEN and OFAC are quite different. As you point out, 
FinCEN, among other things, issues our anti-money laundering 
counterterrorist financing regulations and is part of the regulatory 
community. OFAC is a little bit different. OFAC is not really a reg-
ulator in the same sense. OFAC implements our sanctions pro-
grams. They implement Executive Orders and operate on a much 
different theory, frankly, a strict liability theory. So if a financial 
institution finds itself in violation of an Executive Order, it is in 
violation of that Executive Order and subject to penalties. FinCEN 
operates, as the rest of the regulatory community does, on a risk- 
based approach, broad systemic measures. So there are significant 
differences. 

That said, it is a perfectly fair question to ask how the resources 
of FinCEN and OFAC can be examined in a way to increase the 
efficiency of the way TFI operates as a whole. 

Chairman NEUGEBAUER. According to a recent GAO report, there 
were about 1.3 million SARs processed both from depository and 
non-depository institutions. Some of the financial institutions have 
been criticized by the regulator for not producing enough of those. 

As some of this activity is moving to some nontraditional sources, 
what are you doing? How are you processing 1.3 million of those? 
How many are you acting on? Is this still a relevant tool, and is 
it being utilized effectively? 

Mr. GLASER. Yes, again, thank you for the question. It is another 
very important issue. 

First of all, just to be clear, banks and more traditional financial 
institutions are not the only financial institutions which have an 
obligation to report suspicious activity. So, banks report. Insurance 
companies, if they are conducting certain types of businesses, 
would have to report. But money service businesses have to report, 
which would include hawalas, which I know people are concerned 
about. So there is a broad range of financial institutions which 
have suspicious activity reporting requirements. 

And it is important that we work with the financial community 
as much as possible to ensure the highest quality of reporting that 
we can. And we take that very seriously. FinCEN issues advisories 
to the financial community to try to give them information on what 
particularly high-risk situations might be. For example, FinCEN 
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recently issued an advisory outlining suspicions regarding how 
drug traffickers are laundering their money in terms of a series of 
wire transactions approaching the southwest border in Texas. That 
is information that is provided to the financial community with the 
hope of generating high-quality suspicious activity reports (SARs). 

And FinCEN also conducts some analysis and will frequently 
publish SARs, again, to give the financial community guidance and 
feedback as to the types of reports that have been useful, what the 
trends are, and what law enforcement would find most useful. 

We should be doing that as much as possible, and to the extent 
that the financial community feels that these SARs are going into 
a black hole or aren’t being used, that is a criticism of us that we 
need to take very seriously. We need to make sure that they under-
stand that these SARs are in fact being used and we need to work 
as hard as we can to make sure that they have as much informa-
tion as possible so that they understand how important this role 
is. And it really is quite important. 

And that gets to the second part of your question. I think it is 
important to also understand that it is 1.3 million SARs, but that 
information just doesn’t go to FinCEN. The BSA database goes di-
rectly to the FBI. It goes directly to the OCDETF Fusion Center. 
And frankly, they do amazing things with the analysis in those 
agencies. 

Just last week or the week before last, I was out with the De-
partment of Justice visiting the Organized Crime Drug Enforce-
ment Task Force (OCDETF) Fusion Center. Mr. Chairman, if you 
have never been out there, that is a trip that I think would be well 
worth your while. It is really quite amazing, the technologies that 
they have out there to take all the data and use it in direct support 
of law enforcement investigations throughout the country. 

The FBI has testified separately—and this is going back a num-
ber of years, so I am sure the number is even larger now—that 
88,000 SARs have been relevant to the FBI’s various counterter-
rorism investigations. 

Chairman NEUGEBAUER. How many? 
Mr. GLASER. 88,000. 
So these SARs aren’t going into a black hole. They are being 

used. Law enforcement has consistently reported to us that they 
are useful. And it is our job and our challenge to make sure that 
the financial community understands that, and in fact, we continue 
to work with them to make sure that they are as high a quality 
as possible. 

Chairman NEUGEBAUER. Thanks, Mr. Secretary. 
Mr. King? 
Mr. KING. Thank you, Mr. Chairman. 
Secretary Glaser, you mentioned the level of cooperation with 

Saudi Arabia. I would appreciate it if you can give us some details 
in a public setting on that. 

And then also, the concern I have with Saudi Arabia is that 
there are some indications of funding coming in over the years to 
radicalize mosques and Islamic organizations in this country. Is 
anything being done by Treasury or any other Federal agency—I 
don’t believe there is—to actually trace the radicalization impact of 
money coming in from Saudi Arabia? 
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Mr. GLASER. Thank you for the question. 
The Treasury Department, my office in particular, over the years 

has had a very active and lively relationship with Saudi Arabia in 
the area of terrorist financing. My former boss, Stuart Levey, was 
I think very forthcoming in his critique of Saudi Arabia and the ef-
forts that they were making and frankly in the fact that they were 
slow to come to a realization of the importance of finding terrorist 
financing. Stuart felt that it was very important to hold this up 
publicly and to be publicly critical of that, but he also thought it 
was important, as Saudi Arabia improved, to give them credit for 
that improvement. And I think that strategy he had and that we 
had as a whole within the U.S. Government proved to be extremely 
effective. 

Over the years, Saudi Arabia has been continually improving the 
infrastructure that they have and continually improving the seri-
ousness with which they are taking it. So, for example, by the time 
you get to 2005–2006, Saudi Arabia had put in place a very impres-
sive set of laws and regulations, for example, regulating charities 
in Saudi Arabia requiring that their international charities have 
centralized bank accounts, prohibiting those bank accounts from 
making international transfers. And they took that quite seriously. 

Going forward into the future, by the time you get to 2008, 2009, 
2010, Saudi Arabia was investigating, making arrests, and pros-
ecuting terrorist financiers. And in fact, Saudi religious authorities 
issued a fatwa against terrorist financing. 

So we have been very pleased with the progress that Saudi Ara-
bia has made, and it has been very gratifying, as a result, to work 
with Saudi Arabia in recent years on this issue. That is not to say 
that there are no problems left in Saudi Arabia or left in the Gulf 
as a whole. Saudi Arabia is still a very important source of ter-
rorist financing. The difference now is that we think that we have 
a strong partner in the Saudi government. In fact, our office, TFI, 
for the last several years has had a liaison at the embassy in Ri-
yadh specifically to be able to work with the Saudis on these types 
of issues. 

Where I think we could see improvement in the Gulf, as I said 
in both my written testimony and in my oral remarks, is in coun-
tries like Kuwait and Qatar which I think in various different ways 
find themselves where Saudi Arabia maybe was a few years ago. 
Kuwait still doesn’t have a terrorist financing law. It is the only 
country in the Gulf region that has not criminalized terrorist fi-
nancing. Maybe a month ago or just a few weeks ago, the Treasury 
Department designated an al-Qaeda network operating in Iran. 
Two of those individuals designated—one resides in Kuwait; one re-
sides in Qatar. So they have work to do. 

I will be going to Kuwait and Qatar later this month to talk to 
them about these issues and to see if we can make some progress. 

Mr. KING. Does your office have to make a distinction between 
terrorist financing and radicalization? Again, there is the issue of 
the radicalization of certain mosques and groups in this country 
with Saudi money. 

Mr. GLASER. I am sorry. I didn’t answer that part of your ques-
tion. 
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The statutory language and the language in the Executive Order 
is ‘‘material support.’’ So that is one of the standards we would use. 
Another standard that we would use is ‘‘owned or controlled by act-
ing for or on behalf of.’’ So, for example, if there is a charity that 
is owned or controlled by acting for or on behalf of a designated ter-
rorist organization, then that would be an entity that we would tar-
get. And we have targeted charities like that in the past. We think 
it is very important. And it is really the role, I think, that the 
Treasury Department can play, as you say, and counter- 
radicalization efforts is the work that we do with respect to char-
ities. 

What our goal is—the phrase that we use is create a safe giving 
space for law-abiding, well-intentioned Muslim Americans and any 
American frankly who cares to give to causes in the Palestinian 
territory or in Pakistan or wherever they think the needs might be, 
to create a situation in which they know that the money they are 
giving is going to go for the right purposes. And an important part 
of that is identifying the charities that are problematic and that 
are owned and controlled by these organizations. That is the role, 
I think, that we play and it is one that we take quite seriously. 

Mr. KING. How is your cooperation with the Department of 
Homeland Security? 

Mr. GLASER. I think our cooperation is very good with the De-
partment of Homeland Security. The people at the Department of 
Homeland Security are former Treasury people who worked on 
these types of issues. So, a lot of them are old friends. One of the 
important parts that DHS and in particular ICE plays in counter-
terrorist financing efforts in particular is their expertise in going 
after bulk cash smuggling or cash smuggling of any kind, whether 
it is bulk or not. They have provided very important training in 
places like Afghanistan and in the Gulf to try to help law enforce-
ment authorities there identify at airports and at other ports of 
entry cash couriers, cash smugglers who are doing it on behalf of 
terrorist organizations. So they play an important role and we try 
to work very closely with them on that. 

Mr. KING. Mr. Chairman, if I could just ask one more question? 
Chairman NEUGEBAUER. Yes. 
Mr. KING. Mr. Secretary, can you advise me what the current 

status of the SWIFT program is? 
Mr. GLASER. The terrorist financing tracking program? 
Mr. KING. Yes. 
Mr. GLASER. The United States has an agreement with the Euro-

pean Union that allows the program to operate and it continues to 
operate. 

Mr. KING. The reason I asked the question was—and I am not 
asking you to agree with me on this, but I thought it was disgrace-
ful years ago when the New York Times actually put that program 
on page one. It was a perfectly legal program but it was not known 
to the rest of the world. I think it really unraveled or undercut 
much of what we were trying to do as far as terrorist transactions. 
Is it still functioning and effective? 

Mr. GLASER. Yes, I would be happy to agree with you on that 
point. I do agree with you on that point. 

Mr. KING. Thank you. 
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Mr. GLASER. And yes, the program continues to be effective. 
Mr. KING. Thank you very much. 
Mr. GRIMM. Thank you, Mr. Chairman. 
I want to go back to an example that I guess is an area where 

we certainly could have done a little better, specifically Mr. Maan 
al-Sanea. His operation involved moving money, funneling it 
through New York banks and so on. I believe some of the spe-
cifics—he was accused of being the mastermind of that $20 billion 
fraud and Ponzi scheme originating out of Bahrain and Saudi Ara-
bia. He used, I think, four banks here in New York to funnel al-
most $1 trillion back and forth from a remittance company in 
Saudi Arabia and in two sham banks in Bahrain. The Bahrain au-
thorities have made criminal charges against him and his co-con-
spirators. 

The institution was called the Money Exchange, and my under-
standing is that they did about $60 million in business for their 
customers, but yet they were doing $15 billion of transactions with 
American banks over a long period of time. 

Have we learned from that mistake, and have we tightened up 
the rules and regulations so that this doesn’t slip under the radar 
again? 

Mr. GLASER. I think we have a fairly strong set of anti-money 
laundering controls with respect to customer identification, cus-
tomer due diligence, and suspicious activity reporting. The purpose 
of those regulations is to create a transparent financial system that 
allows law enforcement to do their job that deters people from try-
ing to enter it. But, of course, we are never going to be perfect. It 
is never going to prevent money laundering. It is going to allow us 
to be more effective in combating money laundering, and that is 
what I hope it is doing. That is what I think it is doing. Anytime 
we discover a case in which there has been money laundering, it 
is something that causes us concern and it is something that I 
think we all tell ourselves we need to continue to work on and do 
better on. And so certainly, anytime I hear about a case in which 
there has been a significant amount of money that has moved 
through our system, it causes me to think through, what are we 
doing? How could we do this better? And that is certainly not the 
only example of that. 

There have been plenty of cases where I hear about—for exam-
ple, Senator Levin and his committee have done a lot of work on 
the way shell companies have been used to help corrupt foreign dic-
tators and foreign officials to move their funds into the United 
States. You read these reports and you think, how can we improve 
the system? And there are ways that we are doing it. 

Just this summer, we have issued new regulations on prepaid 
cards. We have issued new regulations relating to money services 
businesses to try to clamp down on that, to apply suspicious activ-
ity reporting, to apply customer identification requirements onto 
issuers of prepaid cards. We are in the process of issuing a regula-
tion that would require cross-border reporting when you physically 
move prepaid cards across the border. We have redefined the 
money service business to try to cover foreign MSB’s that try to op-
erate in the country or Internet financial service providers who are 
trying to operate in the country. We are constantly trying to look 
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at ways to make the system better, and so in every case, we try 
to learn from— 

Mr. GRIMM. In this specific case, I think we go through the 
‘‘know your customer’’ rule. Would you say that since 9/11, and 
since this particular case, there have been efforts to bolster the 
know-your-customer rule? 

Mr. GLASER. Yes. FinCEN has issued guidance to financial insti-
tutions on the know-your-customer rule. We have also been very 
active, even as we speak, I think even going on right now with the 
Financial Action Task Force, which is the international standard- 
setter for anti-money laundering. We are engaged in an effort to 
tighten up the international standards, including ‘‘know your cus-
tomer.’’ The United States has been the leading advocate for doing 
that. So we have [inaudible]. It is part of an ongoing dialogue [in-
audible]. 

Mr. GRIMM. What amount of fundraising and financial transfers 
come from the Arabian Peninsula [inaudible] right now? 

Mr. GLASER. If your question is specifically from the Arabian Pe-
ninsula, I think all the old methods continue to be valid methods. 
So the movement of cash is a big issue. The use of charities con-
tinues to remain an issue in the Arabian Peninsula, the use of 
hawalas and other alternate remittances and, frankly, the use of 
banks. There are all forms of funds transfers that terrorist organi-
zations from the Arabian Peninsula would use. 

I will say if you want to know—if I could just add something, if 
you want to know what worries me the most about terrorist financ-
ing in general, which is not particularly unique to the Arabian Pe-
ninsula and is probably not even where it is happening the most, 
is kidnapping for ransom, which I mentioned in my oral remarks. 
That is an increasingly important issue, and when you look at the 
ransoms that are being paid in places like North Africa to groups 
like al-Qaeda and the Islamic Maghreb, these are substantial sums 
of money which could be used to fund these organizations for some 
time. And it is not susceptible to our traditional forms of counter-
terrorist financing. 

So part of the success that we have had in breaking down the 
centralized structure of al-Qaeda has been extremely important, 
but one of the consequences of it is it has led to the rise of these 
al-Qaeda affiliates who are using forms of crime and in particular 
kidnapping for ransom in order to finance themselves. And it is a 
real challenge for the future. 

Mr. GRIMM. Since you mentioned challenges for the future, I 
know last year the FinCEN Director testified to Congress that an 
emerging threat in terrorism financing has been the creation of 
technological innovations. You had just mentioned about the pre-
paid cards and stored value cards. So do you feel that TFI has the 
flexibility in terms of its organization and authorities and resources 
to meet these emerging and future threats? 

Mr. GLASER. Yes. We certainly have the flexibility to do that, and 
that is, as I said, what we are trying to do with respect to prepaid 
cards, and other forms of funds transfer on the Internet. I certainly 
agree that those are issues for the future. They are ones that I 
think that we have been fairly good about responding to. As I said, 
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just this summer, we have taken a number of steps that I think 
are important. 

With a lot of these emerging technologies, the challenge—it is 
simple enough to issue a regulation in the United States. The chal-
lenge, when you are dealing with things like the Internet, is that 
it is global. So what we need is a strong set of international stand-
ards as well to match whatever we are doing here in the United 
States. As I said, that is what we are working on through the Fi-
nancial Action Task Force. Hopefully next year, we will come out 
with a very strong new set of international anti-money laundering 
standards that will include just the types of issues that you are re-
ferring to. 

Mr. GRIMM. Mr. Chairman, if it is all right, I have one more 
question. 

Chairman NEUGEBAUER. Yes. 
Mr. GRIMM. Faisal Shahzad used two hawaladars, one of whom 

was just convicted in Federal court in New York. He used them to 
receive funds for the attempted Times Square bombing. Hawalas. 

Now, based on my own experience when I was with the Bureau, 
even investigating Italian organized crime, the Gambino family, we 
had the benefit that they didn’t trust each other. They would some-
how keep records of monies that were lent, and through informants 
and through other investigative techniques, we would be able to 
find that evidence. Hawalas are that much more complex because 
there is that trust. They will write off—no records whatsoever. 

How does Treasury take on this threat? How do you address 
that? It is a sincere question because I think it is arguably one of 
the most difficult things to investigate because there are often zero 
records and it is on a handshake or word of mouth, and without 
having specific testimony from a cooperator or an informant, it is 
very easily undetected. And I would assume that these hawalas are 
a real thorn in the side of your attempts to thwart the terrorism 
financing. 

Mr. GLASER. I think you have put your finger on a very impor-
tant issue. And one of the things that makes it even more chal-
lenging is that these hawalas—whatever community they are serv-
ing, sometimes they will have different names. 

There is nothing wrong with it. They actually serve a very impor-
tant function in terms of providing financial services to commu-
nities that aren’t banked both here in terms of the American com-
munities in the United States but especially when you go to these 
other countries and they don’t have as well developed a form of fi-
nancial sector as we have, these types of financial services are 
what they have and how they conduct financial transactions. 

So it is not a question of how do we eliminate hawala in the 
short term. It is a question of how do we apply some level of con-
trols and some level of transparency to a system which, as you 
point out, is inherently nontransparent. It is a huge challenge. 

We have sort of a multi-pronged approach to how we deal with 
that, and the first is to try to create a regulatory environment that 
makes sense. There is a requirement for money services busi-
nesses—and a hawala would be considered a money service busi-
ness—to register with FinCEN, to comply with certain basic anti- 
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money laundering requirements, customer due diligence, suspicious 
activity reporting. 

Now, the fact of the matter is that we know that a lot of them 
aren’t going to be doing this, but once you have that framework in 
place, at least you have a line so you could identify the ones that 
are doing business under the law and doing business not under the 
law. And it then gives you also a hook when you do catch a bad 
one, for example, in the Times Square incident—you have a hook 
to prosecute them for either not complying with State law, which 
is what I think that they ultimately pled to in that case, or not 
complying with the Federal requirements. So that is only the be-
ginning of it. So you have the framework. 

Then it is a matter of trying to conduct outreach here within the 
United States to these communities that use these services to try 
to bring them into the formal sector, to try to explain to them the 
rules. And that is something that we do as well. 

On the international side of it, you are talking about a 
generational issue. You are talking about trying to go to these 
countries and help them build financial sectors. And that is ulti-
mately the only thing that is going to work in the long term is in 
countries like Afghanistan, in countries like Pakistan, like the Phil-
ippines, like wherever these things might be a problem, India, to 
work with these governments to build formal financial sectors that 
could gradually over time service these populations that currently 
don’t have access to them. And that is going to bring transparency 
to their financial system as a whole and help us in our counterter-
rorism anti-money laundering efforts. 

And then finally and as importantly is our enforcement actions. 
So you try to create a baseline. You try to create a regulatory sys-
tem that makes sense. You try to globalize that through inter-
national standards. You try to create formal alternatives to 
hawaladars. And then you go after the ones through law enforce-
ment or through sanctions that you know through your investiga-
tions or through your intelligence collections are acting improperly. 

Earlier this year, the Treasury Department designated the New 
Ansari Network in Afghanistan and Pakistan which is a hawala 
network that is very active for laundering millions and even bil-
lions of dollars in drug money. And we publicly identified that and 
went after the New Ansari Network. 

Domestically, FinCEN has had enforcement actions recently 
against three separate hawaladars, which is a small number, but 
it is a start and it is something that we are trying to build on. 

So it is a combination of regulation, of outreach, of international 
standards, and of enforcement that is going to allow us to try to 
make some headway. But I think you are exactly right. I am not 
trying to be Pollyannaish about the problem. It is a very, very dif-
ficult problem to solve. But that is at least the framework that we 
have for thinking about the problem and for trying to address the 
problem. I hope that answers your question. 

Mr. GRIMM. Thank you very much. 
Chairman NEUGEBAUER. I will let the Members know we are 

going to have another round. This is a great dialogue and discus-
sion. 
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Mr. Secretary, I want to go back to Kuwait just a little bit. Obvi-
ously, in many ways Kuwait has been helpful in some of our efforts 
in Iraq. If we have a country, for example, that we think is in a 
position to facilitate money laundering and transfer for terrorism, 
what are some of the—I guess some of the Kuwaiti banks probably 
utilize our credit reserve system in transferring money. What are 
some actions that the United States could take to, I guess I will 
use the word ‘‘encourage’’ participation in our efforts? 

Mr. GLASER. We have a lot of ways that we can try to be persua-
sive with respect to countries. And as I said, I will be visiting Ku-
wait later this month to try to foster a more vibrant cooperation 
on this issue. 

What we have done is, when we see individuals operating in Ku-
wait or entities operating in Kuwait or anywhere who are involved 
in illicit activity and terrorist-related activity, we will target them. 
The RIHS, the Revival Islamic Heritage Society, is a Kuwaiti char-
ity that we have been very aggressive with in respect to targeting. 
As I said, there is an individual currently residing in Kuwait that 
we have recently designated for being involved in an al-Qaeda net-
work in Iran. So we have a range of sanction tools that allow us 
to sort of target the entity. 

With respect to the broader relationship, as you point out, Ku-
wait is an ally of the United States, and it is about continuing to 
engage with them and emphasize to them the importance of acting. 
And frankly, it shouldn’t just be about the bilateral relationship be-
tween the United States and whatever country. These aren’t things 
that they should be doing for us. These are things that they should 
be doing for themselves and presents an opportunity. 

[Audio gap: 46:44 - 49:28] 
[Note: From this point on, we experienced technical dif-

ficulties and we were unable to retrieve all of the oral testi-
mony. ‘‘Inaudible’’ has been inserted in place of the missing 
words.] 

Mr. GLASER. —in Iraq was about this, to try to, in almost real 
time, or very quickly, do financial analysis that will be directly ben-
eficial to the warfighter in Iraq. And it will be a partner [inaudible] 
I think is very successful. And that is what led to [inaudible] in Af-
ghanistan. [inaudible] in Afghanistan has focused on that and 
other things as well in terms of the Afghan financial system. So 
these are the sorts of things that we do in countries like that to 
try to increase transparency, to make sure that we have people on 
the ground who are looking to see [inaudible] money laundering 
[inaudible]. 

Chairman NEUGEBAUER. The money is unaccounted for [inaudi-
ble]. If the money is not accounted for or you might not see evi-
dence of it, it could be happening? 

Mr. GLASER. I shouldn’t rule anything out. What I can say is that 
we haven’t seen that. 

Chairman NEUGEBAUER. Is there a reluctance—you say at least 
these sanctions for Kuwait ought to be doing. [inaudible] consider 
our ally [inaudible] relationship [inaudible]. Have you seen in the 
Middle East, the Middle Eastern countries, an aggressive enforce-
ment of some of these policies? It is one thing to adopt a policy. 
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It is another thing to enforce that policy. So while I heard you say-
ing you have received some cooperation, I guess on the enforcement 
piece, what kind of verification do you have on that? 

Mr. GLASER. That is absolutely right. It is hard enough to get a 
law passed, and then it is even that much harder to implement [in-
audible] the resources and the time and the effort to do things that 
are difficult. And in the Middle East it has been a mixed bag 
around the world. We have talked a little bit about Hamas in fund-
raising [inaudible] and then having an institutional framework to 
deal with it, but haven’t really addressed the issue. 

In the Gulf, you see different things in different countries. Like 
I said, Saudi Arabia took a long time [inaudible] prosecuted. 

Kuwait doesn’t even have terrorist financing law. 
Qatar is more in between. They have a terrorist financing law, 

and they have recently taken important legislative acts [inaudible]. 
It is still an open book how they are going to do the enforcement. 
And that is something they need to be very careful about and need 
to watch very closely and, as you say, not just take anybody’s word 
for it. 

One of the things that I am particularly proud of and happy 
about in terms of what we have set up internationally is the inter-
national system for assessing country’s compliance [inaudible] 
money laundering standards because I don’t think there is a sys-
tem like this in the world working with the IMF, with the World 
Bank. There is a standard methodology, and it must be 50 pages 
or so before you fill it out. In the United States alone, we filled out 
ours. Once you got [inaudible], it was 1,000 pages long. But it is 
a standard methodology that every country in the world—virtually 
every country in the world—is subjected to in terms of [inaudible] 
in the country. Sometimes the United States [inaudible], looking at 
everything, kicking the tires, giving a full assessment by experts 
[inaudible] which is [inaudible], and if the report is particularly 
bad, they get referred to a particular [inaudible] that I actually co- 
chair in the [inaudible] called the International Operation Review 
which puts these countries on other lists and at times coordinates 
international [inaudible]. So there is an actual mechanism in place 
that I think is working in order to encourage countries to move for-
ward and to make [inaudible] standards. And I think it is part of 
the whole system that we set up. 

Chairman NEUGEBAUER. Mr. King? 
Mr. KING. Thank you, Mr. Chairman. 
I am going to follow up on Chairman Neugebauer’s questions on 

Kuwait and also Qatar. How closely do you work with the State 
Department as far as coordinating efforts [inaudible] the classic ex-
ample of where inter-department cooperating is very important? 

Mr. GLASER. We coordinate very closely with the State Depart-
ment across-the-board. Ambassador Benjamin, Dan Benjamin, is 
the State Department coordinator for counterterrorism. He and I 
[inaudible]. We have been talking to each other in the last few 
weeks [inaudible]. So there is no lack of coordination between State 
[inaudible] or any other issue for that matter. We work very close-
ly. We work very closely. 
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And I agree with you. This isn’t a Treasury Department issue. 
It is a U.S. Government issue and it is an international community 
issue. But I don’t have any sense of [inaudible]. 

Mr. KING. The last 6 months [inaudible] we have been in con-
stant budget debates on how we can cut spending, reduce spending. 
I am very concerned [inaudible]. But one particular one also in 
Treasury is cut [inaudible] FinCEN. And I have spoken to a num-
ber New York City, national, county, and State law enforcement of-
ficials who feel that cut [inaudible] is going to [inaudible] law en-
forcement efforts and also result in the loss of [inaudible]. 

So do you have any comments on how you feel you can function 
in those cuts made in FinCEN? I think the Administration cut the 
budget by about 10 percent. 

Mr. GLASER. Yes. Thanks for the question. 
I think what you are referring to [inaudible] because this is what 

I know caught the attention of a lot of State and local police—the 
potential cut to assets to BSA [inaudible]. That is something we 
work very closely with the State and locals on. Under Secretary 
Cohen and the Secretary have both committed [inaudible] their as-
sets and that information. [inaudible] a very short [inaudible] in 
Manhattan. So I will let him know again. We understand [inaudi-
ble]. 

Mr. KING. Again, to emphasize the importance [inaudible] law 
enforcement [inaudible]. 

Mr. GLASER. No doubt. You are preaching to the choir. 
I think, as I said in an answer to another question, that the BSA 

data is vitally important. I know it is particularly important, for 
example, [inaudible] office which does a lot of the investigations of 
financial institutions and the banking system. I know it is impor-
tant to them. We know it is important to them. [inaudible] getting 
access to that information. As I said, that information is also used 
in passports and [inaudible] OCDETF Fusion Center which [in-
audible] the information. The information is being collected for a 
reason. It is being collected to use and we are committed to making 
sure that all the law enforcement agencies that use that informa-
tion have that information [inaudible] fashion. 

Mr. KING. Thank you, Secretary Glaser. 
Mr. Chairman, with your permission, [inaudible] by my district 

office. I have been more than sufficiently replaced by Congress-
woman Hayworth anyway. [inaudible] Congressman Grimm [in-
audible]. [inaudible] September 11th [inaudible] particularly appro-
priate that we have [inaudible]. 

Chairman NEUGEBAUER. I thank the chairman for his attendance 
and his contribution. 

As the chairman indicated, we have joined by another great 
member of the New York delegation, Ms. Hayworth. And it is good 
to have you here and you are recognized. 

Dr. HAYWORTH. Mr. Glaser, a question for you about the emerg-
ing Arab Spring movement in the Middle East. Congressman 
Grimm and I were both just in Israel for an intense week of infor-
mation and education about what is going on there. Clearly, there 
are going to be a lot of challenges in terms of trying to follow activi-
ties in these nations that are undergoing upheavals in their admin-
istrations. 
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What is your general approach to this challenge and how can we 
assist in making [inaudible]? 

Mr. GLASER. The role that we play at the Treasury Department 
is [inaudible] depending on the particular country we are talking 
about. With respect to Libya, for example, the Treasury Depart-
ment froze over $30 billion of Qadhafi regime assets which I think 
was very important in helping [inaudible]. We are working very 
closely now on ensuring that funds [inaudible] Libya. So that is 
something that is actually taking quite a bit of our time and effort 
[inaudible]. It has been very interesting [inaudible]. 

In the case of Syria—and it is something that we talk to each 
other about [inaudible]. I think we have been pretty aggressive in 
the way we have applied our sanctions to the [inaudible] regime 
[inaudible] including applying sanctions against their head of state 
personally. So that is, working on identifying the various elements 
[inaudible] as a whole in terms of targeting [inaudible] financial 
measures is what we have done in that case. 

I will say I think that is a particularly important case as we 
watch what plays out vis-a-vis Iran. And Syria is unfortunately an 
ally of Iran. And [inaudible] positive outcome [inaudible] regime. It 
is something [inaudible] and we try to follow very closely. [inaudi-
ble] cases here have been [inaudible]. So in the case of Syria, that 
is where we have been focused on. 

Now, with respect to other jurisdictions, Tunisia, Egypt, those 
are situations which have been a little bit different for us Treasury 
Department [inaudible]. The financial side of that has been [in-
audible] by these governments or these new governments to try to 
trace the assets of some of their former rulers that may have been 
stashed in one place or another. And Mr. Grimm and I had an ex-
change before that wasn’t directly related to that, but we talked 
about the things that we need to be good about in the United 
States to make sure that the United States isn’t a place where cor-
rupt foreign leaders feel that they could bring their money. That 
is something that we work hard on, on the regulatory side. 

But in terms of providing direct assistance to efforts like that by 
foreign governments, those are judicial processes which the Depart-
ment of Justice really has to lead on in terms of responding to mu-
tual legal assistance requests, responding to letters rogatory, exe-
cuting warrants, opening investigations, things like that that can 
be useful to governments like that. So in those two areas, that will 
be an area where I think the Justice Department has really taken 
the lead. 

Dr. HAYWORTH. In these sovereign nations that are undergoing 
essentially regime change, do you find that it becomes—I would 
think just intuitively that it would become harder to track informa-
tion if their institutions of government are undergoing a certain 
amount of upheaval. How do you cope with that kind of challenge? 
Is there much of that kind of challenge or not particularly? And if 
so, how do you— 

Mr. GLASER. Again, [inaudible] in like countries, say, like Egypt 
or Tunisia where you see international assistance [inaudible] assets 
that have been misappropriated by former regime officials, there 
are tremendous challenges that they face in terms of meeting legal 
requirements that the foreign country [inaudible] providing a lot of 
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the assistance. You just can’t [inaudible] and give it to somebody 
else. As you point out, [inaudible] appropriate [inaudible] process 
to do that. And that is something [inaudible] Justice Department 
very closely with. And frankly, the World Banks even provides [in-
audible] people who go to these countries and provide assistance on 
how to conduct a [inaudible], what sort of information you need to 
provide to the international community in order to be responsive. 
And so, that is an ongoing thing. 

With respect to [inaudible] sanctions in the case of, say, Syria or 
in the case of Libya, that is a whole different thing because the ef-
fort there is to identify these funds [inaudible] international. We 
have all sorts of tools that allow us to try to identify where those 
assets are. And there is then an obligation, say, in the United 
States on international institutions to report to us, to do research 
and report to us what they have found. So, for example, [inaudible] 
in the case of Libya [inaudible], that was—we issued a blocking 
order and then the [inaudible] came back to us and told us what 
they had and we took it from there. 

So with respect to places like Tunisia and Egypt, [inaudible] lots 
of help that they need in terms of [inaudible] financial investiga-
tions and understanding how the international process works in 
terms of [inaudible]. 

In terms of implementing our sanctions, we are pretty good. We 
are pretty good at that. 

Dr. HAYWORTH. Thank you. 
Chairman NEUGEBAUER. Mr. Grimm? 
Mr. GRIMM. Mr. Chairman, I think that we have [inaudible] 

quite a bit of information so far. [inaudible] questions. 
Chairman NEUGEBAUER. Ms. Hayworth, do you have any more 

questions? 
Dr. HAYWORTH. I do actually. If I am being redundant, just [in-

audible]. 
Certainly again, having been in the Middle East, the issue of 

Iran and Saudi Arabia [inaudible] feels very much as though those 
are the giants of terrorists [inaudible] talk about, particularly of 
radical Islamists [inaudible], Hamas. Saudi Arabia obviously is— 
Iran is [inaudible]. Saudi Arabia is a friend [inaudible]. But that 
is a particular challenge, isn’t it, to try to [inaudible] what may be 
counter to our best interests in terms of the Saudi Arabian deal-
ings? What should we be thinking about [inaudible]? 

Mr. GLASER. I agree with you that Iran and Saudi Arabia are 
certainly two of the most influential, if not the two most influential 
countries in the Middle East region, but they are oceans apart in 
terms of their approach to [inaudible] state-sponsored terrorism. 
Iran provides [inaudible] Hamas, Hezbollah, as a matter of state 
policy. And as I mentioned earlier, just recently that we exposed 
al-Qaeda [inaudible]. So Iran [inaudible]. 

Dr. HAYWORTH. It makes it somewhat easier to— 
Mr. GLASER. Right. In the case of Saudi Arabia, there is no [in-

audible] at all nor has there been— 
Dr. HAYWORTH. No, state-sponsored, no, none. 
Mr. GLASER. As I said earlier, I am really happy [inaudible]. 

Saudi Arabia—it took Saudi Arabia a while to, I think, fully appre-
ciate the importance of going after the financial components of ter-
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rorism. I think for quite some time, Saudi Arabia felt that it could 
fight and they would fight terrorism within the kingdom itself. And 
they were fighting it [inaudible] but that they would focus their ef-
forts there and not have to worry so much on the [inaudible] leav-
ing the kingdom to [inaudible]. I think that was a mistake. We at 
the Treasury Department have been very vocal about that. I testi-
fied [inaudible] before Congress about our concerns about that. 

I think that Saudi Arabia has made tremendous strides in recent 
years in the area. As I said, Saudi religious authorities have issued 
a fatwa condemning terrorist financing. Saudi Arabia has had ar-
rest and public prosecutions of individuals involved in terrorist fi-
nancing. There is now a Treasury Department attache at our em-
bassy in Riyadh who is from our house, from TFI, who is there spe-
cifically to work with Saudi Arabia on these issues. So we have 
been very pleased with the progress there. 

That is not to say that everything is perfect there. Things aren’t 
perfect there and Saudi Arabia remains a very important source of 
terrorist financing. But I think that we have an increasingly will-
ing partner to target. I wish I could say that about all the countries 
in the Gulf. There are countries that we have concerns about in the 
Gulf. But Saudi Arabia I think is [inaudible]. 

Dr. HAYWORTH. That is great to hear. Nor was I endeavoring to 
imply that Saudi Arabia is [inaudible] terrorism. 

Mr. GLASER. No, no. 
Dr. HAYWORTH. No, it is not. But clearly, one thinks of bin Laden 

and there has been that element there and much opportunity be-
cause of the resources Saudi Arabia and its citizens. 

Looking toward the future, looking as we approach this [inaudi-
ble] challenge, what made the difference? What has made the dif-
ference in Saudi Arabia to make the Saudi Arabian government a 
little more responsive to your entreaties to them to do more in 
terms of action regarding [inaudible] compliance in terms of—and 
being [inaudible] other countries? 

Mr. GLASER. That is a good question. I can speculate as to what 
their decision-making process [inaudible] evolution of that decision- 
making process. I think over time they came to understand that 
you can’t make [inaudible]. These are global terrorist organizations. 
That ultimately is going to come back to haunt them directly, that 
it is something that they need to do for their own security, for their 
own purposes. 

I think in assessing [inaudible] earlier issues relating to [inaudi-
ble] ideology, and it has been a real challenge I think for Saudi 
Arabia to unwind a lot of that and to really in a very serious way 
show leadership. Saudi Arabia is a leader in the Arab world and 
is a leader in the Islamic world in a lot of ways. And I think an 
important challenge for them was figuring out how to show leader-
ship in this particular area and understand that it is not incon-
sistent with the role that they play. So I think it has been an evo-
lutionary process. 

I hope that we could take some credit for that. We worked in the 
U.S. Government and in the Treasury Department in particular, 
and we worked over the years very, very hard, when we thought 
that they weren’t doing the right thing, to be very, vocal about 
that. And that was not an easy or pleasant process, I can assure 
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you of that. But we thought it was very important to do and we 
did it. I actually think we persuaded them that this was in their 
interest as well as our interest, as well as the region’s interest, as 
well as the international community’s interest. So I think people 
[inaudible] who is in charge of their security force—I think that 
they understand terrorist financing now and I think [inaudible]. 

Look, again, I don’t want to be Pollyannaish about this. There is 
a significant amount of terrorist financing that does not originate 
in Saudi Arabia. It is still something that we are working on. But 
as I said, the difference between now and I think a couple of years 
ago is we feel [inaudible] increasing [inaudible] on this. 

Dr. HAYWORTH. With the chairman’s indulgence, may I ask one 
more question? 

With regard to [inaudible], one of the reasons Saudi Arabia [in-
audible] there is probably a certain rivalry with Iran in terms of 
leadership of the Islamic world, and certainly there is a fair 
amount of economic pressure on Saudi Arabia to maintain good re-
lationships with the United States to [inaudible] our enemies. But 
immediately then [inaudible] goes to China and [inaudible] eco-
nomically, and China’s role in influencing these niches vis-a-vis the 
United States [inaudible]. But are there concerns [inaudible]—are 
there concerns emerging out of China as a potential source in some 
way or conduit [inaudible] facilitators [inaudible]? 

Mr. GLASER. China is one of the newer members of the Financial 
Action Task Force, and they have actually been, I think, represent-
ative of [inaudible] which I have a lot of respect for them. [inaudi-
ble] and they are very strong members in international policy dis-
cussions as it relates to money laundering and terrorist financing. 
I think that they understand it. 

We are not asking anybody to do us any favors. These are things 
countries are doing for themselves. And I think that they under-
stand [inaudible] with the Chinese financial system, transparency 
is important and they need to enforce transparency with the Chi-
nese financial system, and they are trying to do that in a very [in-
audible]. And I think they have had impressive results. 

We have worked—as part of economic dialogue that we have 
with China, there is [inaudible] terrorist financing [inaudible]. I led 
a delegation to China last year. That included people from the Jus-
tice Department [inaudible]. [inaudible] to work with them on [in-
audible] issues. There is a Chinese delegation coming in I think 
this month to meet with us again [inaudible]. [inaudible] coopera-
tion, it has been very [inaudible] Chinese and very, very strong. 

The issues that we have with China—and the issues [inaudible] 
of course, with respect to countries like Korea and Iran. Those are 
things that we continue to [inaudible]. [inaudible] make frequent 
visits in China, and I think China [inaudible]. I may be going to 
China next week. I am hoping to go to China soon to talk to them 
about those issues. China is, obviously, a member of the Security 
Council. [inaudible] resolutions has stated that they are committed 
to implementing these resolutions. 

Dr. HAYWORTH. But what are they [inaudible]? 
Mr. GLASER. There is a lot of room for interpretation in these 

resolutions, and we take our standard U.S. Treasury [inaudible] in-
terpretations, and they don’t always have the exact same reading 
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[inaudible]. They know how to read a resolution themselves, and 
they do and they are a sovereign country. 

But again, these aren’t things that we are asking them to do for 
us. These are things that are important for all countries [inaudible] 
United States [inaudible] on those issues. And those are [inaudible] 
critical issues [inaudible]. 

Dr. HAYWORTH. Does their relationship with Venezuela play into 
your thoughts? 

Mr. GLASER. With respect to— 
Dr. HAYWORTH. Hugo Chavez. 
Mr. GLASER. With respect to Iran—if the question is really to 

Iran. 
Dr. HAYWORTH. Iran, yes. 
Mr. GLASER. Look, Iran has tried to make inroads into Latin 

America for political reasons and probably for economic reasons 
also, and there are a variety of governments in Latin America that 
[inaudible] a good example of that. But these political efforts 
haven’t really been matched by real economic trade or cooperation 
in any significant size. This is something that we monitor very 
carefully. There is one Iranian [inaudible] that is in Venezuela. [in-
audible] actions on that. But for the most part, the actuality of 
Iran’s penetration into Latin America has not matched the rhetoric, 
but it is something to be concerned—it is something that we watch 
very [inaudible]. 

Dr. HAYWORTH. Thank you. 
Chairman NEUGEBAUER. I just have one more. [inaudible] Ira-

nian [inaudible]. That is a concern that I have as well. When you 
look at allocating resources to this important area, are we making 
the right [inaudible]? Right now we have a—we recently had a 
hearing on OFR. [inaudible] unlimited budget [inaudible] process 
[inaudible] institutions [inaudible]. We [inaudible] going for [in-
audible] for right now and [inaudible]. So $500 million—[inaudible] 
$500 million OFR. Their [inaudible] budget is going [inaudible] $24 
million. And I think that is the budget we have [inaudible]. It’s 
around $203 million. Are we allocating our resources appro-
priately? We are spending those kind of dollars to collect data when 
we [inaudible] people [inaudible]. 

Mr. GLASER. These are important questions that I know that you 
as a Congressman and the White House need to work on in terms 
of how to—the appropriate size of the budget and how to allocate 
the funds. We are very happy with the funds that we have. We will 
do our job within the President’s budget. 

Chairman NEUGEBAUER. Mr. Secretary, [inaudible] the question 
here is—because we are dealing with a limited amount of resources 
and the way we spend that money is important for the American 
people. We have to make some priorities and I think that certainly 
keeping America safe is one of the priorities we have. 

Mr. Secretary, I thank you. I thank my members [inaudible]. 
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The Chair notes that some Members may have additional ques-
tions for this witness that they wish to submit in writing. The 
record will remain open for 30 days so that members can submit 
questions to this witness and place his responses in the record. 

And with that, this hearing is adjourned. 
[Whereupon, at 11:34 a.m., the hearing was adjourned.] 
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A P P E N D I X 

September 6, 2011 
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