“MONEY LAUNDERING”
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Introduction                                                    
If you were to conduct a survey in the country asking the question, “What is money laundering?”, the general response from most of the people would be that they had no idea. This typical response is one of the problems the Government is facing as it becomes difficult combating this type of crime. It seems to be a victimless crime. It does not have drama associated with a robbery or any of the fears that violent crime imprints upon people’s mind and yet, money laundering can only take place after the crime has taken place. It is the lack of information about money laundering that is available to the person on the street, which makes it an invisible problem and hence difficult to tackle. 

What is Money Laundering?
Money laundering is the practice of engaging in financial transactions in order to conceal the identity, source, and/or destination of money, and is a main operation of the underground economy.

In the past, the term "money laundering" was applied only to financial transactions related to organized crime. Today its definition is often expanded by government regulators (such as the United States Office of the Comptroller of the Currency) to encompass any financial transaction which generates an asset or a value as the result of an illegal act, which may involve actions such as tax evasion or false accounting. As a result, the illegal activity of money laundering is now recognized as potentially practiced by individuals, small and large businesses, corrupt officials, members of organized crime (such as drug dealers or the Mafia) or of cults, and even corrupt states, through a complex network of shell companies and trusts based in offshore tax havens.

Money laundering consists of the following 3 stages: 

1) Placement: The initial point of entry for funds derived from criminal activities. 

2) Layering: The creation of complex networks of transactions which attempt to obscure the link  

     between the initial entry point, and the end of the laundering cycle. 

3) Integration: The return of funds to the legitimate economy for later extraction
Fighting Money Laundering
The prime method of anti-money laundering is the requirement on financial intermediaries to know their customers - usually termed KYC (know your customer) requirements. With good knowledge of their customers, financial intermediaries will often be able to identify unusual or suspicious behavior, including false identities, unusual transactions, changing behavior, or other indicators that laundering may be occurring. But for institutions with millions of customers and thousands of customer-contact employees, traditional ways of knowing their customers must be supplemented by technology.
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The Indian Scenario

The Indians are no exception to the Money Laundering that takes place at the global level.   There may be a different name by which it may be called.  In India it is popularly known as Hawala. Terrorists and smugglers use this facility to transfer their money from one place to other place for their illegal activities. To prevent this The Indian Government has introduced PMLA (PREVENTAION OF MONEY LAUNDERING ACT, 2002). 
The offence:
Whosoever directly or indirectly attempts to indulge or knowingly assists or knowingly is a party or is actually involved in any process or activity connected with the proceeds of crime and projecting it as untainted property shall be guilty of offence of money laundering
Whosoever includes – 

(i) an individual,

(ii) a Hindu undivided family,

(iii)  a Company,

(iv)  a firm,

(v) an association of persons or a body of individuals, whether incorporated or not,

(vi)  every artificial juridical person not falling within any of the preceding sub-clauses, and
(vii) any agency, office or branch owned or controlled by any of the above persons mentioned in the preceding sub-clauses;

Proceeds of crime is the money generated by committing one or more of the following types of offence:

· Drug trafficking / Dealing in drugs

· Murder / Attempt to murder

· Extortion / Kidnapping for ransom

· Major thefts / Robbery / Dacoity

· Fraud / Forgery / Counterfeiting of currency notes

· Gun running (offence relating to illegal crime)

· Use / Purchase of illegal arms or for illegal purpose

· Offence relating to wildlife

· Prostitution money

· Corruption money
KYC:

IRDA has issued guidelines regarding KYC (Know your customer) i.e., customer identification as it is needed to;
· positively identify with whom the institutions are dealing with,

· identify the person actually making payment (if the person is someone else?)

· know the person is exactly the same who they claim to be,

· whether it is the same place they conduct the business as given by them.
Existing Legal Framework to Curb Money Laundering in India
The Money Laundering Control Act of 1986 has strengthened the Government’s ability to fight Money Laundering by making it a Federal Crime and by transforming the financial transactions into structured transactions to avoid a criminal offense. 

The Anti-Drug Abuse Act of 1988 reinforced and supplemented anti-money laundering efforts by increasing the levels of penalties and sanctions for money laundering crimes and by requiring strict identification and documentation of cash purchases of certain monetary instruments.
Section 2532 of The Crime Control Act of 1990 enhanced the federal banking agencies enforcement position by giving it powers to work with foreign banking authorities on investigations, examinations, or enforcement actions dealing with possible bank or currency transaction-related violations. 

Section 206 of The Federal Deposit Insurance Corporation Improvement Act (FDICIA) of 1991 entrusted the bank supervisory authorities some latitude in disclosing to foreign bank regulatory or supervisory authorities information obtained during its supervisory role. Such disclosure must be appropriate, not prejudice the interests of the U.S., and must be subject to appropriate measures of confidentiality. 

The Annunzio-Wylie Anti-Money Laundering Act of 1992 increased penalties for depository institutions found guilty of money laundering. The act added several significant provisions tincluding the reporting of suspicious transactions. The act also made the operation of an illegal money transmitting business a crime, and required that banking regulatory agencies formally consider revoking the charter of any depository institution convicted of money laundering. 

The Money Laundering Suppression Act of 1994 required regulators to develop enhanced examination procedures and to increase examiner training to improve the identification of money laundering schemes in financial institutions. 

The Money Laundering and Financial Crimes Strategy Act of 1998 required the Secretary of the Treasury, in consultation with the Attorney General and other relevant agencies, including state and local agencies, to coordinate and implement a national strategy to address money laundering. 

Conclusion

Money laundering is a sleight of hand… a magic trick for wealth creation… the lifeblood of drug dealers, fraudsters, smugglers, arms dealers, terrorists, extortionists and tax-evaders. It is also the world’s third largest business. Though a relatively new and in vogue subject, it [money laundering] has in fact been around for centuries. Criminals throughout history have had to hide the source of newly acquired wealth in order to escape prosecution for the predicate crime. However, the scale of the problem has escalated out of all proportion. Former US Secretary of State George Shultz summed it up when he stated:

 "Today’s criminals make the Capone crowd and the old Mafia look like small time crooks".

 







