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INTRODUCTION

The modern system of international law enforcement cooperation relies on tools for oneparus
exchange of information between states. One of the most widely known mechanisms is the Red
Notice system — notifications concerning individuals wanted by national authorities.

Formally, a Red Notice is not an international arrest warrant and does not create an independent
legal basis for detention. Nevertheless, in practice such notices function as a high-risk indicator
within the transnational financial and compliance architecture.

The purpose of this report is to assess the structural vulnerabilities of the Red Notice mechanism
and analyze their secondary impact on the financial compliance system of the United States,
including the AML framework, sanctions regime, and capital markets regulation.

This report does not question the necessity of international cooperation in combating crime. Its
subject is the systemic asymmetries arising when international notices are integrated into
automated compliance procedures of U.S. financial institutions.




RED NOTICE MECHANISM: FUNCTIONAL AND LEGAL CHARACTERISTICS

A Red Notice is an international notification based on a national arrest warrant, circulated
through the Interpol system to inform member states about a wanted individual.

Key features:

— Initiation occurs on the basis of a national request.

— Preliminary assessment of compliance with Interpol rules is conducted by the General
Secretariat.

— Decisions on detention are taken exclusively at the national level.

— The review mechanism (through the CCF) operates after publication of the notice.

The system is built on trust in the legal standards of requesting states. However, criminal
procedure standards, evidentiary requirements, and judicial independence vary significantly
across jurisdictions.

This variability does not create problems within traditional law enforcement exchange. However,
when such notices are transferred into the financial system, a risk-scaling effect emerges.

STRUCTURAL VULNERABILITIES OF THE MECHANISM
3.1 Asymmetry of Legal Standards

Difterent states apply different procedural standards for initiating criminal cases and placing
individuals on wanted lists.

In a number of jurisdictions:

— in absentia proceedings are permitted,

— independent judicial oversight at early stages may be absent;
— expansive economic crime provisions are used;

— politically motivated criminal prosecution is observed.

The Red Notice system does not unify these standards. As a result, notices formally compliant
with Interpol rules may be based on fundamentally different procedural foundations.

3.2 Absence of a Mandatory Independent Preliminary Filter

The preliminary review mechanism is not equivalent to judicial review on the merits of the
charges.

Consequently, the system focuses on formal compliance with rules rather than on assessing the
depth and quality of the evidentiary base.

3.3 Notification Removal Lag Effect



Even after a notice is removed:

— data may persist in private compliance databases;
— automated screening systems are not instantly synchronized,
— reputational flags continue to operate within financial infrastructure.

This creates a phenomenon of “residual risk,” where the notice is formally absent but its
consequences continue to affect the subject.

3.4 Automation of Compliance Procedures
Modern U.S. financial institutions use automated screening systems integrating:

— sanctions lists;

— PEP databases;

— adverse media;

— international notices.

Within such systems, a Red Notice is often classified as a high-risk event without multi-level
differentiation of the nature and origin of risk.

SECONDARY IMPACT ON THE U.S. AML ARCHITECTURE
4.1 Escalation Mechanism
The standard chain typically unfolds as follows:

Red Notice — automated screening — internal alert — enhanced due diligence — SAR —
internal operational restrictions — potential account freeze.

In most cases, these actions are carried out within a risk-based approach. However, the absence
of differentiation between types of risk may lead to excessive escalation.

4.2 Reputational Risk
Even without sanctions status:

— banks may classify the client as high-risk;
— public companies face disclosure pressure;
— market perception impacts arise.

4.3 Absence of Sanctions Basis

A Red Notice is not equivalent to inclusion on an OFAC sanctions list. However, within
automated environments this distinction may blur in practical application.




IMPACT ON SECURITIES MARKETS AND DISCLOSURE OBLIGATIONS
For publicly traded companies, potential risks include:

— the need to disclose investigations;

— share value decline amid international allegations;
— compliance re-checks of counterparties;

— termination of cross-border transactions.

In its practice, the SEC relies on the concept of materiality. However, in politically sensitive
cases the boundary between legal risk and reputational impact becomes uncertain.

COMPARATIVE ANALYSIS OF PROTECTIVE MODELS
6.1 European Union

The EU has a more developed system of personal data protection and judicial oversight over data
processing. Nevertheless, AML automation is also present.

6.2 United Kingdom

The UK applies a stricter internal filter when executing international requests, but its financial
infrastructure also relies on global databases.

6.3 United States

The United States possesses a developed system of sanctions review and administrative
procedures. However, Red Notices exist outside the direct sanctions architecture, creating a
regulatory grey zone.

REGULATORY RISK MAP
Risks for U.S. financial institutions:

— Over-escalation risk

— False positive amplification

— Secondary sanctions-adjacent exposure
— Litigation risk

— Market integrity concerns

Risks for regulators:

— systemic disproportionality of response
— uneven application of standards
— potential destabilization of trust in international cooperation



RECOMMENDATIONS
Introduction of a two-tier review of international notices before automatic AML escalation.

Development of U.S. Treasury guidance on the status of Red Notices within sanctions and AML
risk frameworks.

Creation of an inter-agency analytical channel for evaluating notices originating from
jurisdictions with elevated political risk.

SEC guidance on materiality criteria in cases of foreign criminal proceedings without sanctions
status.

Improved transparency of data cleansing procedures following notice removal.

CONCLUSION

The system of international notices plays an important role in ensuring transnational security.
However, its integration into automated financial infrastructure creates new levels of systemic
risk.

The proposed measures are not intended to restrict law enforcement cooperation. Their objective
is to strengthen the institutional resilience of the U.S. financial system and minimize
disproportionate secondary consequences.

The balance between international cooperation and procedural safeguards is a key element of
trust in the global financial architecture.

This report provides a foundation for further expert dialogue among regulators, financial
institutions, and analytical centers in the United States.
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