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MONEY-LAUNDERING AND TERRORISM

FINANCING IN NIGERIA: LEGAL AND
INSTITUTIONAL REGIMES

Kenneth Ikechukwu Ajibo*

Abstract

Money laundering (ML) and terrorist financing
(TF) pose serious threats to the integrity and
stability of a nation’s financial sector. This has the
potential to threaten the global financial system
given the financial interconnectivity. Robust anti-
money laundering and combating the financing of
terrorism regimes are essential in protecting the
integrity of market system including the global
financial framework in order to reduce the factors
that facilitate financial abuse. The Money
Laundering (Prevention and Prohibition) Act 2022
aims to provide a comprehensive legal and
institutional framework for the prevention,
prohibition, detection, prosecution and punishment
of money laundering and other related offences in
Nigeria. The primary goal of the Act is to improve
the current system for preventing money Jaundering
and other associated offences in Nigeria. The paper
examines the Nigeria's money laundering and
terrorism funding regimes in order tO re-assess
Whether they are adequate or otherwise in the light
of international financial systems. Additionally, 1t
argues that effective implementation of anti-m?ﬂey
laundering and counter-terrorism financivg regimes
Will boost higher confidence in Nigeria's ﬁnanma:
System which ultimately enhances the overal
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security in the global financial ecosystem. To
further achieve this, international co-operation is
vital to eliminate these transnational crimes. The
paper adopts doctrinal research methodology in the

analvsis,

Keywords:  Money Laundering, Terrorism
Financing, Laws, Enforcement, Nigeria

1. Introduction

Money laundering and financing of terrorist organisations have
both raised concerns on a global financial community. The
development of information as well as technology has greatly
increased global connectivity. This interconnectivity has made it
easier to facilitate market relationship between the developed
and developing economies alike.! However, challenges that
come with such advancements in financial systems are
numerous.” The crimes connected to the information economy
are one of the topics that the global financial community is
growing more concerned about. The most significant sector that
is affected by ML is banks and other financial institutions. These
mstitutions are therefore tasked with eliminating unlawfu] funds
from unlawful sources. ML provides platforms for criminals to

source of money is largely hidden, the proceeds of these crimes
are packaged to give them a legitimate image *
laundering facilitates crimes such a5 drug trafficking and

]
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terrorism, and can adversely impact the global economy.® Studies
have shown that the risks of money laundering and its contagious
effects are expanding in many countries.” The United Nations
Office on Drugs and Crime estimates that annual laundering
volumes range from 2% to 5% of global GDP.® In 2024, the

estimate is between $2.22 trillion and $5.54 trillion.’

The above approximation may even have been underreported in
view of the magnitude of money laundering worldwide. Given
the illegal nature of the transactions, precise figures are not
available. Therefore, it is difficult to produce a precise figure of
the amount of money laundered annually on a global scale.'
Further reason is that each scheme involving money laundering
requires transferring money through various channels, using a
number of ways, and via multiple financial transactions channels
to satisfy the primary goal of obscuring the origin of money and
thereby making criminal activity hidden.""

However, in terrorism financing, funds may originate from either
legal or illegal sources.'* Unlike money-laundering, the objective
of terrorist financing is not necessarily to conceal the source of
the funds but to hide the activity funded.” The techniques
employed by terrorist organisations to fund their operations are

® Ibid.

" MT Ladan, ‘International Legal and Administrative Regimes for Combating
Money laundering and Terrorist Financing’ (2012) 6 NJIL Journal 168.

" See UNODC, ‘Global impact of money laundering in 2024’ (2024) at

<https:I/w‘»'«rw.unodc.org/unodc/en/rnoney-laundering/overvie\.lv.html>

accessed 20 August 2024,

See <https://www.paymentscardsandmobile.com/the-global-impact-of-money

-laundering-in-2024/> accessed 20 August 2024,

United Nation, “Money laundering overview’ available at https://www.unodc.

or g/unodc/en/money—laundering/overview.html > accessed 20 August 2024.

Ibid,

lbid,

EU, ‘Fighting against money laundering and terrorists ﬁflancing‘ at

<hi‘rps://v«rww.consilium.europa.eu/en/policies/f'lght-::lgainst-termnsm/ﬁg,ht-

9gainst-terrorist-financing> last accessed 20 August 2024.
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all included in the concept of terrorism funding."* The cash may
originate from lawful sources, such as business revenues and
may also involve donations from non-proﬁts.'s Terrorist groups
may also get their financing from illegal activities such as
trafficking in weapons, drugs or people, or kidnapping for
ransom.'® To effectively combat the threat of terrorism, it is
essential to stop terrorists from gaining access to financial
resources.'’ However, many developing countries lack the
efficient legal and institutional ‘frameworks including the

technologies needed to detect, investigate and prosecute terrorist
financing and money laundering cases.

Internationally, there is a growing recognition that strong
AML/CFT frameworks are essential for maintaining financial

stability and that effort in this direction should be actively
promoted.“Strong  AML/CFT policies and measures are
therefore crucial to mitigate the attendant threats. ' Indeed,
robust anti-money laundering and combating the financing of
lerrorism regimes are essential to protect the integrity of markets
‘ncluding the global financial framework given that they help to
reduce the factors that facilitate financial abuse.’ The Financial
\clion Task Force (FATF) has advised nations to enact laws

iring  financia! institutions and other designated non-
financial businesses and professions (DNFBPs) to file specific

" Ibid.

United Nation Office for Drug and Crime, ‘Combating terrorists financing’

available at <https:f/www.unodc.org/unodc/en/terrorism/expertise/combating—
terrorist-financing. htmI>accessed 20 August 2024,
Ibid,

" Ibid.

John  Hatchard, Combating  Corruption; Legal Approaches to Supporting

Good Governance and Integrity (Cheltenham, Edward Elgar Publishing Ltd
2014) 13,

Waziri Adisa,
Haram Insurg
' Ibid,

‘Transnational Organized Crime, Terrorist Financing and Boko
ency in Nigeria’ (2021) 1(1) Journal of Terrorism Studies 1-27.
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21
reports.” These reports are to be filed when a financial
institution or DNFBP suspects or has reasonable grounds to

suspect that funds are the proceeds of a criminal activity or are
related to terrorism financing,?

At the national level, the Nigerian government has demonstrated
some commitment by establishing legal and regulatory
frameworks to facilitate the application of international
instruments for fighting money laundering and terrorism
funding.”® The commitment culminated in vesting enforcement
powers to the law enforcement and regulatory agencies.* These
bodies complemented the provisions of the laws by providing
comprehensive regulatory and supervisory frameworks for
combating money laundering and terrorism financing. 2 Despite
the efforts of the enforcement and regulatory agencies, much is
still left to be desired. This is because the perpetrators of these
transnational crimes are professionals and highly placed persons
in the society.? For these reasons, money laundering including
terrorism financing continues to evolve assuming new scope and

applying new tactics.

2! The FATF is an independent intergovernmental organisation that develops
and promotes policies to protect the global financial system against money
laundering and terrorist financing. Fatf, ‘The Fatf Recommendations’ (2003)

available at <https:IIWWW.fatf-gaﬁ.org/faquoneylaunderingP accessed 30

July 2024

2 Ibid.

The Money Laundering (Prev
MLA 2022) which repeals the. .
2011, contains elaborate provist
for the prevention and prohibition 0
Ibid. o .
Christiana Attah, ‘Financing Terrorism in Nigeria: Cutting
44 (2) Africa Development 5-26 ‘ . e
Ral(m)mflz‘:ussuf P:Anti-money Laundering Framework in Nigeria: An
Umbrella With ’Wide Leakage’ (2017) 66 Journal of Law, Policy and

Globalization 172.

ention and Prohibition) Act, 2022 (the Act or
Money Laundering (Prohibition) Act, No. 11,
ons on the legal and institutional framework
f money laundering in Nigeria.

24

off the Oxygen’ (2019)

26
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The promulgation of laws and the establishment of regulatory
frameworks including the enforcement institutions alone are not
sufficient to combat money laundering and terrorism financing.”
They must be supported by strong political will on the part of the
government and real and meaningful implementation of the laws
through investigations, prosecutions and convictions.2* Similarly,
global cooperation and mutual legal assistance in investigations,
prosecutions and enforcement are necessary in view of the cross-

border nature of money laundering and the financing of
terrorism.

Beyond the introduction, part two is the clarification of the
conceptual framework. Similarly, global and regional initiatives
aimed at curtailing these crimes will be discussc] Part three is
the regimes for anti-money laundering and (he combating of
financing of terrorism in Nigetia. Part four will dwel! on the
challenges of enforcing anti-money laundering rcpimes a0 jis
impact on financial system stability in Nigeria, Part five provides
the recommendation and conclusion which sinimizees the
discussions and ways forward.

2. Conceptual Framework

Money laundering is the process of concealing ! - orig|
'!legally obtained money typically by means of tran« ere 1 -, Jch
a Jegitimate business. Essentially, it refers to {l,c many processes
and techniques used to mask the trye ownership and origin of

illegal gains so that they appear to come from lawful source **
The UN Convention against Illicit Traffi

¢ in Narcotic Drugs and
Psychotropic Substances of 1988 defines

Mone; Laundering as:

- UNODC, ‘Combating terrorists financing’ (2003) at
~.mudc/en!terrorisx'.L-’cxpcnise/combaling-
August 2024,

* N Ogba-Ojukwu and PC Osode, ‘The Legal Combat of Financial Crimes: A

Comparative Assessment of the Enforcement Regimes in Nigeria and South
Africa, (2020) African Journal of Legal Studies 1-23,

* OECD, Fatf crackdown on terrorist financing’ (2010) at <http://www.oecd
.org/fatf> accessed 20 August 2024,

(-hi[p';',"lwu.w,:.“udc,mj_’,"
terrorist-financing i 40 sed 1€
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The conversion or transfer of property knowing that
such property is derived from an offence for the
purpose of concealing the illicit origin of the
property, or assisting any person who is involved in
the commission of such an offence to evade the
legal consequence of his action.... It is the
concealment or disguising the true nature, source,
location, disposition, and movement, rights with
respect to ownership of property, knowing that such

property is derived from an offence or from an act
of participation in such an offence.*

This definition has been criticised for failing to include other
financial crimes.’! Hence, the UN Convention against
Transnational Organised Crime improved on this definition by
providing for dual criminality in the definition of money
laundering.*? It defined the term as: .

» The conversion or transfer of property, knowing that such
property is proceed of crime, for the purpose of
concealing or disguising the illicit origin of the
property...

» The concealing or disguise of the true nature, source,
location, disposition, movement or ownership of or rights
with respect to property, knowing that such property is
proceed of crime.”

Money laundering has been further defined as the use of money
derived from illegal activity by concealing the identity of
individuals who obtained the money and converting it to assets

® Also known as Vienna Convention 1988, article 3(b) (i — ii). The Vienna
Convention has been criticised for restricting the deﬁmtlon. of money
laundering to proceeds of drug trafficking alone to the exclusion of other

criminal activities. ,

John Madinger, Money laundering:
edn, Taylor & Francis Group 2012) 5. .

Also known as the Palermo (Italy) Convention 2000
Tbid,

. A Guide for Criminal Investigations (3rd

k]
Kk}
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~ that appear to have come from a legitimate source.** According
to anti-money laundering scholars, money laundering is the
process of hiding the source of property that has been gained
through illicit activity.”

Under the Nigerian legal regime, money laundering is defined as
the conversion, transfer, concealment, disguise, removal from
jurisdiction, acquisition, or retention of any funds or property
with knowledge that those funds or assets are, or constitute a part
of, the proceeds of an unlawful act, regardless of the fact that the
various acts constituting the offence were committed in different
countries or locations.’® The unlawful act referred to in sub-
section 2 of the MLA 2022 include but not limited to the
offences of corruption, fraud, terrorist financing, theft, and
participation in an organised criminal group among others.”’

Typically, money laundering involves three steps: placement,
layering and integration.?® First, the illegitimate funds are
secretly introduced into the legitimate financial system.” Then,
the money is moved around to create confusion, sometimes by

* Madinger (n 31) at 10.

* Janet Ulph, Commercial Fraud: Civil liability, Human Righ
laundering (Oxford University Press 2006) 124.

See The Money Laundering

Hereinafter (the Act or ML A 2022),5 18 (2).

7 Ibid, 5.18 (6).

* R Rider, K Alexander, S Bazley, S

Is, and money

9 oy sex: Bloomsbury Publishing 2016) 25,

A Idowu and K. Obasan, ‘Anti

Bank Performance in Nigeria (2
" Ibid,

42

money Launderip

g Policy and its Effects on
012) 6 Business In,

telligence Journal 367-373.
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On the other hand, terrorism financing under the UN
Conventions applies to “any person who: ...by any means,
directly or indirectly, unlawfully, and wilfully, provides or
collects funds with the intention that they should be used or in

the knowledge that they are to be used, in full or in part, in order
to carry out:

An act which constitutes an offence within the scope of
and as defined in one of treaties listed.*’

* Any other act intended to cause death or serious bodily
injury to a civilian, or to any other person not taking an
active part in the hostilities in a situation of armed
conflict, when the purpose of such act; by its nature or
context, is to intimidate a population, or to compel a
government or an international organisation to do or to
abstain from doing any act.*

A person is inter alia deemed to commit the offence of financing
of terrorism if he solicits, acquires, provides, collects, receives,
possess or makes available funds, property or other services by
any means to (i) terrorists or (ii) terrorist groups, directly or
indirectly with the intention or knowledge or having reasonable

grounds to believe that such funds or property will be used in full
or in part in order to commit an offence under this Act.®

Similarly, it includes the possession of funds intending that it
should be used or knowing that it will be used, directly or
indirectly in whole or part, for the purl‘aose of Commltﬁr}g or
facilitating the commission of a .terrt?nst act by terrorls.t or
terrorist groups.’® Money ]aundermg'ls frequenfly _aSS'OCfated
with terrorism, which is the deliberate, lll-cgal, and u:xdfs.cnmmate
use of force against non-combatants, innocent civilians, and

“ See the United Nations Convention for the Suppression of the Financing of

Terrorism of 1999, art 2(1) (a-b)

Ibid. ;
’ Sele the Nigerian Terrorism (Prevention) (Amendmeat) Act, 2013, 5.13

* Ibid,

44






