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Money Laundering

• The goal of a large number of criminal acts is 
to generate a profit for the individual or group 
that carries out the act. Money laundering is 
the processing of these criminal proceeds to 
disguise their illegal origin. This process is of 
critical importance, as it enables the criminal 
to enjoy these profits without jeopardising 
their source.
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Origin & Object

• PMLA, 2002 came into force w.e.f 1st July 
2005, PMLA was amended in 2009, PMLA 
amended in 2013 and 2015

• It extends to whole of India including Jammu 
and Kashmir

• Preamble is to prevent money-laundering and 
provide for confiscation of property derived 
from, or involved in money-laundering and to 
punish those who commit the offence 
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                  Evolution of Money Laundering 
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Money laundering

• The PMLA, 2012 (w.e.f 15.02.2013) enlarges 
the definition of offence of money laundering

• To include therein the activities like 
concealment, acquisition, possession and use 
the proceeds of crime as criminal activities

• Remove the existing limit of Rs 5 lacs fine 
under the Act
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Scheduled Offence

• The offences listed in the schedule to PMLA, 2002 
are scheduled offence. There are 2 parts – Part A & 
Part C

• Part A comprise of offences under: IPC, NDPC, 
Explosive Substances Act, Unlawful Activities 
( Prevention) Act, Arms Act, Wild Life (protection) 
Act, Immoral Traffic ( Prevention) Act, Prevention of 
Corruption Act, Antiquities and Arts treasures Act etc

• Part C deals with trans border crimes  
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PREVENTION OF MONEY LAUNDERING 
(AMENDMENT) Act 2012. ( w.e.f 15.02.2013)

• Introduced the concept of “ corresponding law” 
to link the provisions of Indian law with the laws 
of foreign countries and provide for the transfer 
of the proceeds of the foreign predicate offence 
in any manner in India

• Introduced the concept of “reporting entity” to 
include therein a banking company, financial 
institution, intermediary or a person carrying on 
a designated business or profession  
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PREVENTION OF MONEY LAUNDERING 
(AMENDMENT) Act 2012. ( w.e.f 15.02.2013)
• Introduced the provision for attachment and confiscation 

of the proceeds of crime even if there is no conviction so 
long as it is proved that offence of money-laundering has 
taken place and property in question is involved in money-
laundering; 

• Confer power upon the Director to call for records of 
transactions or any additional information that may be 
required for the purposes of the Prevention of money-
laundering and also to make inquiries for non-compliance 
of reporting obligations cast upon them;

• Make the reporting entity, its designated directors on the 
Board and employees responsible for omissions or 
commissions in relation to the reporting obligations under 
Chapter IV of the Act; 
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PREVENTION OF MONEY LAUNDERING 
(AMENDMENT) Act 2012. ( w.e.f 15.02.2013)
• Provide that in any proceedings relating to proceeds of 

crime under the aforesaid Act, unless the contrary is 
proved, it shall be presumed that such proceeds of 
crime is involved in money-laundering; 

• Provide for appeal against the orders of the Appellate 
Tribunal directly to the Supreme Court; 

• Provide for the process of transfer of the cases of 
Scheduled offence pending in a court which had taken 
cognizance of the offence to the Special Court for trial 
of offence of money-laundering and also provide that 
the Special Court shall, on receipt of such case proceed 
to deal with it from the stage at which it is committed;
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Anti Money Laundering

• An Act to prevent money-laundering and to provide for 
confiscation of property derived from, or involved in, money-
laundering and for matters connected therewith or incidental 
thereto. 

• Offence of money-Laundering.-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 proceeds of crime including its 
concealment, possession, acquisition or use and projecting or 
claiming it as untainted property shall be guilty of offence of 
money-laundering. 
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History

• Political Declaration and Global Programme of 
Action, annexed to the resolution S-17/2 was 
adopted by the General Assembly of the United 
Nations at its seventeenth special session on the 
twenty-third day of February, 1990; 

• Political Declaration adopted by the Special Session 
of the United Nations General Assembly held on 8th 
to 10th June, 1998 calls upon the Member States to 
adopt national money-laundering legislation and 
programme 
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Money Laundering

• Financial Action Task Force on Money 
Laundering (FATF) defines money laundering 
as “the processing of criminal proceeds to 
disguise their illegal origin in order to 
legitimize the ill-gotten gains of crime.”
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Money Laundering

• Illegal arms sales, smuggling, and the activities 
of organised crime, including for example drug 
trafficking and prostitution rings, can generate 
huge amounts of proceeds. Embezzlement, 
insider trading, bribery and computer fraud 
schemes can also produce large profits and 
create the incentive to “legitimise” the ill-
gotten gains through money laundering.
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Scale

• The United Nations Office on Drugs and Crime 
(UNODC) conducted a study to determine the 
magnitude of illicit funds generated by drug 
trafficking and organised crimes and to 
investigate to what extent these funds are 
laundered.  The report estimates that in 2009, 
criminal proceeds amounted to 3.6% of global 
GDP, with 2.7%  (or USD 1.6 trillion) being 
laundered.
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Scale

• International Monetary Fund, who stated in 1998 
that the aggregate size of money laundering in the 
world could be somewhere between two and five 
percent of the world’s gross domestic product.  
Using 1998 statistics, these percentages would 
indicate that money laundering ranged between USD 
590 billion and USD 1.5 trillion. At the time, the 
lower figure was roughly equivalent to the value of 
the total output of an economy the size of Spain.
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Hawala

• Money laundering is popularly known as Hawala 
transactions. It gained popularity during early 90’s 
when many of the politicians were caught in its net. 
Hawala is an alternative or parallel remittance system. 

• The Hawala Mechanism facilitated the conversion of 
money from black into white. "Hawala" is an Arabic 
word meaning the transfer of money or information 
between two persons using a third person. 

• The system dates to the Arabic traders as a means of 
avoiding robbery. It predates western banking by 
several centuries.  
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Process of Money Laundering

• Placement
– Dirty money being inserted in financial system

• Layering
– Separates the proceeds from their criminal origin by 

moving them through a series of financial 
transactions

• Integration
– Creating a legitimate explanation for their sources of 

funds, allowing them to be retained, invested or used, 
to acquire goods or assets
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Placement

• The first stage is the physical disposal of cash. 
• The launderer introduces his illegal profits into 

the financial system. 
• This placement is accomplished by depositing the 

cash in domestic banks or in other types of 
formal or informal financial institutions. 

• This is done by breaking up large amounts of cash 
into less conspicuous smaller sums that are then 
deposited directly into a bank account, or by 
purchasing a series of monetary instruments 
(cheques, money orders, etc.). 

www.mashahca.com



www.mashahca.com



Placement

• The cash is usually siphoned off across 
borders for deposit in foreign financial 
institutions, or used to buy high-value goods, 
such as artwork, aeroplanes, and precious 
metals and stones, that can then be resold for 
payment by cheque or bank transfer.
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Layering 
• The Second stage in money laundering is layering. 
• The launderer engages in a series of conversions or 

movements of the funds to distance them from their 
source. 

• The funds might be channelled through the purchase and 
sale of investment instruments such as bonds, stocks, and 
traveller’s cheques or the launderer might simply wire the 
funds through a series of accounts at various banks across 
the globe, particularly to those jurisdictions that do not 
cooperate in anti-money laundering investigations. 

• In some instances, the launderer might disguise the 
transfer as payments for goods or services, thus giving 
them a legitimate appearance. 
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Layering

• A number of rotations to slush funds are given through 
banks and this complex layer of financial transactions 
are carried out to divorce the illicit proceeds from their 
source and mislead the investigating agencies. 

• The high-value goods and monetary instruments are 
resold and the proceeds are invested in real estate and 
legitimate businesses, particularly in the leisure and 
tourism industries. 

• Shell companies i.e. paper companies/bogus 
companies) serve as front and are registered in 
offshore havens. 

• They are a common tool in the layering phase. 
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Integration

• This is the stage where the funds are returned 
to the legitimate economy for later extraction. 
Examples include investing in a company, 
purchasing real estate, luxury goods, etc. 
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Where can it occur 

• As money laundering is a consequence of almost all 
profit generating crime, it can occur practically 
anywhere in the world. Generally, money launderers 
tend to seek out countries or sectors in which there 
is a low risk of detection due to weak or ineffective 
anti-money laundering programmes. Because the 
objective of money laundering is to get the illegal 
funds back to the individual who generated them, 
launderers usually prefer to move funds through 
stable financial systems.
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Where can it occur 

• Money laundering activity may also be 
concentrated geographically according to the 
stage the laundered funds have reached. At 
the placement stage, for example, the funds 
are usually processed relatively close to the 
under-lying activity; often, but not in every 
case, in the country where the funds 
originate.
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Where can it occur 

• With the layering phase, the launderer might 
choose an offshore financial centre, a large 
regional business centre, or a world banking 
centre – any location that provides an 
adequate financial or business infrastructure. 
At this stage, the laundered funds may also 
only transit bank accounts at various locations 
where this can be done without leaving traces 
of their source or ultimate destination.
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Where can it occur 

• Finally, at the integration phase, launderers 
might choose to invest laundered funds in still 
other locations if they were generated in 
unstable economies or locations offering 
limited investment opportunities.
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Integration

• This is the final stage in the process.
• The launderer makes it appear to have been 

legally earned and accomplishes integration of 
the “cleaned” money into the economy. 

• By this stage, it is exceedingly difficult to 
distinguish legal and illegal wealth. 

• It involves making the wealth derived from 
crime appear legitimate.
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Gramshree Trust, an NGO run by Gujarat chief minister Anandiben Patel's daughter Anar Patel, "shipped thousands of 
kilograms of shipments from Gandhi Ashram premises but despite shipping goods outside, the revenues are not 
brought into India. They do exhibitions also but neither Gujarat Charity Commissioner nor FCRA division of MHA has 
any accounts from Gramshree Trust." 
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CARBON TRADING in BELGIUM
Belgian prosecutors highlighted the massive losses faced by EU governments from VAT fraud after they charged three 
Britons and a Dutchman with money-laundering following an investigation into a multimillion-pound scam 
involving carbon emissions permits.

The three Britons, who were arrested in Belgium, were accused of failing to pay VAT worth €3m (£2.7m) on a series of 
carbon credit transactions.

www.mashahca.com



Methods of Money Laundering

• Structuring ("Smurfing"): Smurfing is possibly 
the most commonly used money laundering 
method. It involves many individuals who 
deposit cash into bank accounts or buy bank 
drafts in amounts in small amounts to avoid 
the reporting threshold. 

• Bank Complicity: Bank complicity occurs when 
a bank employee is involved in facilitating part 
of the money laundering process
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                                Vijay Mallya
The Enforcement Directorate has registered a money-laundering case on March 7, 2016 against Vijay Mallya and the 
CFO of Kingfisher Airlines A. Raghunathan in connection with the CBI’s probe into the alleged default of a Rs. 900-
crore loan in collusion with IDBI officials. The ED is pursuing the case under the Prevention of Money Laundering Act 
to trace the transactions pertaining to a suspected diversion of funds
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Methods

• Money Services and Currency Exchanges: 
Money services and currency exchanges 
provide a service that enables individuals to 
exchange foreign currency that can then be 
transported out of the country

• Asset Purchases with Bulk Cash
• Electronic Funds Transfer
• Postal Money Orders
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                                  Lalit Modi
A special court in Mumbai on March 1, 2016 issued an order allowing the Enforcement Directorate (ED) to begin 
extradition proceedings against former IPL chairman Lalit Modi in connection with its money laundering probe 
against him and others

The ED has invoked PMLA along with sections 420 (cheating) and 120-B (criminal conspiracy) of IPC to probe if BCCI-
IPL and the exchequer had been cheated in the award of telecast rights for the T-20 tournament in 2009
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Methods

• Credit Cards
• Casinos
• Refining: This money laundering method 

involves the exchange of small denomination 
bills for larger ones and can be carried out by 
an individual who converts the bills at a 
number of different banks in order not to 
raise suspicion. This serves to decrease the 
bulk of large quantities of cash
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Karthi’s company “Advantage Strategic Consulting”
The Enforcement Directorate has found in a search in March 2016 that Karti has made investments in real estate assets 
and other businesses in many countries, including England, United Arab Emirates, Thailand, Singapore, Malaysia, South 
Africa, USA, Switzerland, Philippines, Sri Lanka, British Virgin Island, France, Greece and Spain
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Methods

• Legitimate Business / Co-mingling of Funds
• Value Tampering: Money launderers may look 

for property owners who agree to sell their 
property, on paper, at a price below its actual 
value and then accept the difference of the 
purchase price "under the table". In this way, the 
launderer can, for example, purchase a 2 million 
rupee property for 1 million rupee, while secretly 
passing the balance to the seller. After holding 
the property for a period of time, the launderer 
then sells it for its true value of 2 million rupees
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SIT to monitor Rs 1000 crore basmati rice scandal 
According to the probe being done by the DRI in March 2016 , over two lakh metric tonnes of Basmati rice was 
illegally offloaded in Dubai in the last over a year instead of in Bandar Abbas in Iran. The case is now being 
investigated by ED
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Methods

• Loan Back: Using this method, a criminal 
provides an associate with a sum of illegitimate 
money and the associate creates the paperwork 
for a loan or mortgage back to the criminal for 
the same amount, including all of the necessary 
documentation. This creates an illusion that the 
criminal's funds are legitimate. The scheme's 
legitimacy is further reinforced through regularly 
scheduled loan payments made by the criminal, 
and providing another means to transfer money.
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Global Developments

• The importance of Anti Money Laundering ( AML) 
to European senior management is falling faster 
than the other regions, with only around half of 
respondents stating that AML was a high profile 
issue in which the main board of directors took 
an active interest

• Most of respondents working in the American 
continent stated AML as being a high profile issue 
in which senior management took an active 
interest.
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Global Developments

• This could be because  of new money laundering 
cases in the region relating to narcotics trafficking 
and political corruption; 

• More stringent requirements imposed on financial 
institutions in the region by banks in the U.S.;

• Number of countries in the region being singled out 
recently by the Financial Action Task Force (FATF) for 
deficiencies in their approach to AML and counter-
terrorist financing.
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Risk – Political Persons

• The focus on Political Persons has increased 
with recent events in the Middle East and 
North Africa; financial institutions find 
themselves in a key role regarding 
international financial crime initiatives.

• Firstly, momentum has been gathering in 
relation to global bribery and corruption 
programs, and Libya, Egypt, Syria, other 
uprisings have increased Money Laundering. 
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De-Risking

• De-Risking has become a popular practice in financial 
institutions, particularly banks. The absence of an 
agreed definition leaves room for lengthy discussion 
and debate particularly in the banking industry. 
Some reports issued in this regard indicate that the 
term of de-risking refers to terminating the business 
relationship with customers, specifically 
correspondent banking relationship, instead of 
applying due diligence requirements to avoid the 
potential risk involved
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ED proceedings against Rose Valley in West 
Bengal

Enforcement Directorate in April, 2015 filed charge sheet in the Rose Valley ponzi scam case against six persons, 
including the company's incarcerated chairman Gautam Kundu. The charge sheet was filed on the basis of a SEBI 
complaint to ED. On the basis of the SEBI complaint, ED had found out that Rose Valley had garnered more than Rs 
15,000 crore from the public through issue of various financial instruments, which did not have sanction of the capital 
market regulator. ED had also frozen numerous bank accounts and fixed deposits of the Rose Valley group.
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In 2014, ED has registered a money laundering case against Sahara Group under PMLA Act, in connection with non-
payment of crores of rupees to depositors as probed by capital markets regulator SEBI.

Around 1/8th (Rs 3600 crore) money of the total suspected amount (Rs 17000 crore) has been laundered to US and UK.

The funds utilised to acquire the hotel in UK,  originated from the Sahara India Real Estate Corp. Ltd. and the Sahara 
Housing Investment Corp. Ltd., from where it made way to Sahara India Commercial Corporation Limited (SICCL) for it to 
acquire land and undertake project developments.
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Six persons have been arrested in the case involving alleged laundering of black money to the tune of Rs. 6000 crore at a 
branch of Bank of Baroda in Oct, 2015. Money was being transferred through 59 accounts at the bank's Ashok Vihar 
branch to companies in Hong Kong and Dubai. The money was disguised as payments for imports. A search revealed that 
addresses given by at least 50 companies for bank records were fake. Interrogation of the bank officials revealed that 
some of the employees acted as middle-men for these companies.
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ED has filed two FIRs against Mr Chhagan Bhujbal, his son and nephew and others under the provisions of PMLA, 
based on Mumbai Police FIRs, to probe the Delhi-based Maharashtra Sadan construction scam and the Kalina land 
grabbing case. He was arrested by ED on March 14, 2016
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Thank you 
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