
In its most simplified form:
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DEFINITIONS OF MONEY LAUNDERING

Money Laundering is thus the process of making funds/property derived from illegal activities appear 
as ‘legitimate’.  An effective and successful money launderer will be able to successfully separate the 
funds/proceeds he now possesses, from the initial criminal activity from which it was derived.

Useful Definitions of Money Laundering:

Within South Africa:

The FIC Act  (Financial Intelligence Centre Act 38 of 2001) defines money laundering as:

‘‘money laundering’’ or ‘‘money laundering activity’’ means an activity which has or is likely to have the effect of 
concealing or disguising the nature, source, location, disposition or movement of the proceeds of unlawful 
activities or any interest which anyone has in such proceeds, and includes any activity which constitutes an 
offence in terms of section 64 of this Act or section 4, 5 or 6 of the Prevention Act (Prevention of Organised Crime 
Act, 1998 (Act No. 121 of 1998)).

The Prevention of Organised Crime Act, 1998 ( Act No. 121 of 1998 (POCA)) sections 4, 5 and 6 read as 
follows:

 
4. Money laundering 

Any person who knows or ought reasonably to have known that property is or forms part of the proceeds of unlawful activities and— 

. (a)  enters into any agreement or engages in any arrangement or transaction with anyone in connection with that property, whether 
such agreement, arrangement or transaction is legally enforceable or not; or

. (b)  performs any other act in connection with such property, whether it is performed independently or in concert with any other 
person, 

which has or is likely to have the effect— 

. (i)  of concealing or disguising the nature, source, location, disposition or movement of the said property or the ownership thereof 
or any interest which anyone may have in respect thereof; or 

. (ii)  of enabling or assisting any person who has committed or commits an offence, whether in the Republic or elsewhere— 

(aa) to avoid prosecution; or 

(bb) to remove or diminish any property acquired directly, or indirectly, as a result of the commission of an offence, shall be guilty of an 
offence. 

5. Assisting another to benefit from the proceeds of unlawful activities 

Any person who knows or ought reasonably to have known that another person has obtained the proceeds of unlawful activities, and who 
enters into any agreement with anyone or engages in any arrangement or transaction whereby— 

. (a)  the retention or the control by or on behalf of the said other person of the proceeds of unlawful activities is facilitated; or 

. (b)  the said proceeds of unlawful activities are used to make funds available to the said other person or to acquire property on his 
or her behalf or to benefit him or her in any other way, shall be guilty of an offence.  

 



Page �  of �3 5

6. Acquisition, possession or use of proceeds of unlawful activities 

Any person who— 

. (a)  acquires; 

. (b)  uses; or 

. (c)  has possession of, 

property and who knows or ought reasonably to have known that it is or forms part of the proceeds of unlawful activities of another person, 
shall be guilty of an offence. 

POCA also provides the following definition of ‘unlawful activity’:

“unlawful activity” means any conduct which constitutes a crime or which contravenes any law whether such conduct occurred before or after 
the commencement of this Act and whether such conduct occurred in the Republic or elsewhere. 

(2) For purposes of this Act a person has knowledge of a fact if— 

. (a)  the person has actual knowledge of that fact; or  

. (b)  the court is satisfied that— 

. (i)  the person believes that there is a reasonable possibility of the existence of that fact; and 

. (ii)  he or she fails to obtain information to confirm the existence of that fact.  

(3) For the purposes of this Act a person ought reasonably to have known or suspected a fact if the conclusions that he or she ought to have 
reached are those which would have been reached by a reasonably diligent and vigilant person having both— 

 . (a)  the general knowledge, skill, training and experience that may reasonably be expected of a person in his or her position; and 

 . (b)  the general knowledge, skill, training and experience that he or she in fact has. 

 . (4)  Nothing in Chapters 2, 3 and 4 shall be construed to limit prosecution under any other provision of the law. 

 . (5)  Nothing in this Act or in any other law, shall be construed so as to exclude the application of any provision of Chapter 5 or 6 on 
account of the fact that— 

 . (a)  any offence or unlawful activity concerned occurred; or 

 . (b)  any proceeds of unlawful activities were derived, received or retained, before the commencement of this Act.  

POCA also provides the following definition of ‘proceeds of unlawful activities’ and ‘property’:

“proceeds of unlawful activities” means any property or any service, advantage, benefit or reward which was derived, received or retained, 
directly or indirectly, in the Republic or elsewhere, at any time before or after the commencement of this Act, in connection with or as a result of 
any unlawful activity carried on by any person, and includes any property representing property so derived. 

“property” means money or any other movable, immovable, corporeal or incorporeal thing and includes any rights, privileges, claims and 
securities and any interest therein and all proceeds thereof.

Internationally:

FATF Recommendation 3 refers to ‘money laundering’ as the following:

The conversion or transfer of property, knowing it is derived from a criminal offence, for the purpose of concealing or disguising its 
illicit. Countries should criminalise money laundering on the basis of the Vienna Convention and the Palermo Convention. Countries 
should apply the crime of money laundering to all serious offences, with a view to including the widest range of predicate offences.
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TRADITIONAL ‘STAGES’ OF MONEY LAUNDERING

1. 
PLACEMENT

3. 
INTEGRATION

2. 
LAYERING

Money enters the financial system e.g. via banks

Various techniques are used - the aim is to 
make it difficult to trace back the proceeds 
to the initial crime/predicate offence from 

which the proceeds were gathered.

Proceeds/funds are now fully integrated into the financial 
system and passed off as funds/proceeds legitimately 
obtained used by the criminal for legitimate/illegitimate 

business/other purposes.

e.g. Purchasing 
Property and 

selling it 

e.g. Investing money 
for short periods of 

time and 
withdrawing same

e.g.Taking out loans 
and then paying off 
the entire amount 
owed within a far 

shorter period

Blurring the trail
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WHAT MAKES A SUCCESSFUL MONEY LAUNDERER?
As mentioned above, an effective money launderer will be able to successfully separate the funds/proceeds 
he/she now possesses, from the initial criminal activity from which it was derived.

Some of my thoughts on how money launderers try to remain undetected:

Money launderers are always on the prowl for new and innovative ways to move money, transform 
proceeds of crime and ‘layer’ in a sophisticated fashion (or simple in some instances) to be ahead of 
financial crime investigators and law enforcement networks/agencies.

Sometimes it can be as simple as finding a loophole in a product offered by an institution- perhaps one 
where there are no money laundering transaction monitoring tools in place, or the product does not have 
suitable limits/adequate due diligence measures etc. to adequately address the risk posed.  Sometimes 
products may be abused through fraud.

Money launderers are often not ‘alone/isolated’- it is quite possible that they get assistance from numerous 
‘professionals’ to provide them with advice with regards to managing their property, investing, avoiding 
being detected/‘caught’ by authorities etc.  Sometimes these professionals play integral roles in the money 
laundering process- offering direct assistance, for example; attorneys assisting in transferring property in 
the name of criminals, knowing full well from where the funds used to purchase the property emanate.  

Bankers/customer facing staff in financial institutions may make the process of opening an account easier 
for a criminal by willingly accepting fraudulent documentation or circumventing prescribed processes in 
order to make it easier for a criminal to transact without fear of being detected.  Bankers in this instance 
will in return receive perhaps a ‘reward’ for this ‘relaxation’ of following due and proper process.

What constitutes a ‘predicate’ offence’ is an exceptionally large list.  Generally a predicate offence can be 
any material ‘unlawful’ activity.  Thus money laundering may stem from a variety of unlawful activities. 
Some criminals may not even proceed to ‘layer’ proceeds of crime i.e. the traditional 3 stages found in 
money laundering initiatives may not be followed all the time.  For example, a hijacker or thief stealing 
money may well place the funds directly into his bank account and not proceed to ‘layer’ it.  He may use 
the funds to immediately transact as he pleases.

There are various entry points for criminals into the banking system- it could begin at on boarding or occur 
during the duration of the customer relationship with the institution.  One of the key challenges for 
institutions is being able to differentiate a legitimate transaction from an illegitimate transaction when 
dealing with its customers.  If an institution has risk assessed its customer, conducted appropriate 
identification and verification and other due diligence required, and if a transaction ‘seems’ legitimate when 
it is not- then the money laundering process becomes easier where criminals seek to use financial 
institutions to act as a conduit for their ill gotten gains.  It will thus never be possible to detect and avoid all 
‘risk’, however, if technology can more accurately help us ‘pre-empt’ those persons/businesses/individuals 
more likely to engage in such activity or be susceptible to it- this is a step in the right direction in that 
additional scrutiny can then be applied to these.  Focus and monitoring of the flow of funds as a result of 
customer initiated transactions in my opinion is key.  


