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COMMISSION ON CRIME PREVENTION AND CRIMINAL JUSTICS (CCPCJ)

DESCRIPTION OF THE COMMITTEE

The Commission on Crime Prevention and Criminal Justice, made up of 40 member states
, is a subsidiary branch of the United Nations Economic and Social Council. Formed after a 1991 meeting in Versailles, the CCPCJ follows in the footsteps of the more technically focused Committee on Crime Prevention and Control. The earlier CCPC was formed in 1971 as a UN advisory committee taking on the challenges of criminal justice policy. The Economic and Social Council specified the CCPCJ’s priority areas in resolution 1992/22, “Implementation of General Assembly resolution 46/152 concerning operational activities and coordination in the field of crime prevention and criminal justice.” 
 According to the UN Office on Drugs and Crime, those priorities include:

· International action to combat national and transnational crime, including organized crime, economic crime and money-laundering;
· Promoting the role of criminal law in protecting the environment;
· Crime prevention in urban areas, including juvenile crime and violence; and
· Improving the efficiency and fairness of criminal justice administration systems.

Certain points of the Commission’s priorities are discussed annually at the session of the Vienna-based Commission.

TOPIC: A GLOBAL CHALLENGE: COMBATING MONEY-LAUNDERING AND ITS LINK TO FINANCING TERRORISM
INTRODUCTION
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Out of $500 billion involved in the global illicit drug trade each year, about $300 billion of it is laundered money. Criminals launder money to conceal its origin. By moving funds into legitimate financial sectors, criminals are able to make the funds seem as though they were lawfully acquired. Especially in developing countries’ economies, government loses economic control when large, unmonitored sums of money are introduced into the financial system.

One of the first money-laundering-related investigations in the U.S. dealt with a Hawaii opium trafficker in the early 1920s. During the early narcotics investigation, tax evasion was the only thing with which authorities were able to charge the parties involved. The millions of dollars being moved were slipping under the radar untaxed, and because there were no requirements for banks to report abnormally large transactions at the time, there was no paper trail to incriminate those involved. But starting in 1970, Congress passed certain acts, beginning with the Bank Secrecy Act (BSA), which created the paper trails needed for law enforcement officials to gather evidence. Acts that followed were the Currency Transaction Report (CTR, Form 4789), Report of International Transportation of Currency or Monetary Instruments (CMIR, Form 4790) and Report of Foreign Bank and Financial Accounts (FBAR, Form TD F 90-22.1).

BACKGROUND/HISTORY

Money-laundering is broken down into a three-stage process:

· Placement: initial entry of the funds into the financial system. This involves moving the funds away from direct association with the crime. It can often be the riskiest stage, potentially raising greatest suspicion. The placement stage both relieves the criminal from holding such large funds and places the funds into a legitimate financial arena.
· Layering: moving funds through a series of transactions to conceal their origin. This involves a series of transactions designed to take the focus off of the large, lump sum of money that has just entered the financial system. Intricate and internationally focused, this stage often results in the launderer moving funds across country borders. He/she puts the funds into a series of financial options and markets overseas and keeps them constantly moving to divert others’ attention and focus. In countries with lose legislation, launders more easily can move the funds without detection.
· Integration: regaining possession of the funds. At this stage, the laundered money is returned to the criminals involved. But, this time, it appears to have been obtained from legal, legitimate sources. What was once cash placed into the system has now been moved through a series of financial operations and can now be used by the criminals for any purpose.
Effects on Developing Nations
The sudden introduction of large sums of money can often seem like a short-term solution to the financial difficulties of developing nations. It makes budget cuts easier to handle, boosts the nation’s foreign reserves and eases its foreign debts. But, in the long rung, “dirty money” causes more harm than good to countries on the rise.

For example, when funds are borrowed officially by the government, they can be regulated through foreign currency regulations. Laundered money, however, is out of the realm of government control. And when a nation’s funds slip from the government’s hold, the government begins to lose overall control of economy regulation. An example of that is in East Asia, where a great deal of money-laundering and drug trafficking occurs. Without legislation and enforcement to combat those crimes, the nations’ governments cannot even gain enough information about the crimes at hand to completely understand what is going on.

Money-Laundering and Terrorism
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Although big-money corporations and executives might be the first things that come to mind when discussing money-laundering, it is terrorist financing that poses one of the biggest money-laundering-related threats. The difference, however, is that terrorists are not as concerned about concealing the origin of their laundered funds: they are more concerned with concealing the funds’ destination and purpose (such as for arms)
.
Terrorist organizations often rely on international financial institutions that are known to be financial havens for money-laundering. These institutions often are in developing nations, and they become involved in dirty money because of the quick financial burst it brings to their economies. Those institutions, however, will find it more difficult to attract long-term, legitimate investors and clientele in the future once they are discovered to be facilitating money-laundering. Their economies then become more susceptible to a break down, because cash demand and exchange rates suddenly change when money is laundered through them. The countries can also become victims of high inflation rates.
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PAST INTERNATIONAL ACTION

The 1988 United Nations Convention against the Illicit Traffic in Narcotic Drugs and Psychotropic Substances:
This was the first international convention that actually made money-laundering a crime.

UN Convention against Transnational Organized Crime and the UN Convention against Corruption:

Established in September 2003 and December 2005, respectively, these instruments established that money-laundering was not only an offence applicable to illicit drug trafficking. They said that money-laundering also should apply to the proceeds of all serious crimes. They called for the establishments of Financial Intelligence Units (FIUs), and, according to the UNODC Web site, “Both Conventions urge States to create a comprehensive domestic supervisory and regulatory regime for banks and non-bank financial institutions, including natural and legal persons, as well as any entities particularly susceptible to being involved in a money-laundering scheme.”

International Convention for the Suppression of the Financing of Terrorism:

Established in April 2002, this requires that Member States take the proper measures to keeps their financial systems protected from their misuse by people involved in terrorist activities.

Resolution 1373:

The UN Security Council adopted this resolution in 2001. It obligates the Member States to take certain action such as, “the prevention and the suppression of the financing of terrorist acts, the criminalization of terrorism-related activities and of the provision of assistance to carry out those acts, the denial of funding and safe haven to terrorists and the exchange of information to prevent the commission of terrorist acts.” It also established the Counter-Terrorist Committee (CTC), which monitors the resolution’s implementation.
Financial Action Task Force (FATF) 40 Recommendations & 

the 9 Special Recommendations:

The Financial Action Task Force on Money-Laundering issued 40 Recommendations in April 1990. These recommendations sought to improve national legal systems, enhance the role of the financial sector and intensify cooperation in the fight against money-laundering. Revised and updated in both 1996 and 2003, the recommendations are more detailed now and thoroughly reflect how trends and techniques in money-laundering have evolved. In October 2001, the FATF issued 8 Special Recommendations to fight terrorism financing. A 9th Special Recommendation was added in October 2004. The standards, “recommend the criminalization of the financing of terrorism in accordance with the UN Convention for the Suppression of the Financing of Terrorism, address practices used by terrorists to finance their activities (such as the misuse of wire transfers, alternative remittance systems and non-profit organizations) and call for the implementation of specific asset freezing, seizing and confiscation mechanisms.”
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RECOMMENDATIONS FOR FORMULATING A RESOLUTION
Delegates should work to address the following when creating draft resolutions:

· Analyzing the level of efficiency of the conventions and resolutions already put in place by the UN and other decision-making bodies.

· Looking at the amount of money delegated to money-laundering investigations and deciding whether to increase or decrease that amount.

· The possibility of developing further investigations into high-profile companies and/or investors who might be laundering money and facilitating the financing of terrorism.

·  More closely monitoring paper trails left by those involved in the laundering of money.

· Finding innovative ways to, at any point, infiltrate the three-stage process associated with money laundering.
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SOURCES FOR RESEARCH

The United Nations Office on Drugs and Crime – http://www.unodc.org
The Internal Revenue Service – http://www.irs.gov 
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REFERENCES:
“Money laundering is a process in which the illicit source of assets obtained or generated by criminal activity is concealed to obscure the link between the funds and the original criminal activity. Terrorist activities may also be funded with funds that represent the proceeds of illegal activities. Perpetrators of these activities constantly seek new ways to launder the funds in order to use them without drawing the attention of authorities to the source of the funds and the links with the underlying crime(s). In 2000, the Fund responded to calls from the international community to expand its work in the area of anti-money laundering (AML). After the tragic events of September 11, 2001, the Fund intensified its activities in this area and extended them to the area of combating the financing of terrorism (CFT).”





Source: http://www.imf.org/external/np/exr/facts/aml.htm





QUESTIONS TO CONSIDER





What is the history of money-laundering in your country? What percentage of your country’s annual income is laundered money, in comparison with other nations?


Has your country’s economic system been harmed by money-laundering? How has it affected inflation rates and the value of money within your country’s financial system?


What measures has your country taken to curb money-laundering and terrorist financing, both domestically and internationally? What steps can your country still take?


How does the global illicit drug trade affect your country’s economy? Of the amount of money associated with the drug trade, how much of that is laundered?


Has your country been directly affected by terrorist acts? If so, what does your country know about the ways terrorists have gained their funding?











CRITICAL THINKING


What is the difference between money laundering and terrorist financing?


In contrast to money laundering, which involves the proceeds of illegal activity, terrorist financing often involves the use of legally derived money for illegal activities. The objective of money laundering is financial gain, whereas with terrorism, the objective is to promote the agenda or cause of the terrorist organization.


For example, it is widely believed that the terrorist activities of September 11, 2001, were partially financed by legally obtained funds that were donated to charities. Both money launderers and terrorists, however, do need to disguise the association between themselves and their funding sources.











CRITICAL THINKING


What factors are considered by law enforcement when it assesses whether or not an institution or its


personnel are guilty of aiding and abetting money laundering?


When assessing whether or not an institution or its personnel are guilty of aiding and abetting money laundering,


the authorities consider, among other factors, the following “standards of knowledge”:


• Flagrant Indifference - Careless disregard for regulatory requirements and sound business practice


• Willful Blindness - Deliberate ignorance and failure to follow-up in the face of information that suggests


probable money laundering


• Collective Knowledge - Aggregates/attributes the knowledge of employees to the employing company





Source: Guide to U.S. Anti-Money Laundering Requirements. New York City: Proviti Independent Risk Consulting, 2005. 2. 15 July 2008 <http://www.roberthalfmr.com/External_Sites/downloads/RHMR/rhmr-us/RHMR_Link/financial_reporting/ProtivitiAMLFAQGuidev2.pdf.>.








According to UNODC:


“Money-laundering is the method by which criminals disguise the illegal origins of their wealth and protect their asset bases, so as to avoid suspicion of law enforcement and to prevent leaving a trail of incriminating evidence.”





Source: http://www.unodc.org/unodc/en/money-laundering/introduction.html








TERMS AND CONCEPTS





Money-laundering- The method by which criminals disguise the illegal origins of their wealth and protect their asset bases, so as to avoid suspicion of law enforcement and to prevent leaving a trail of incriminating evidence.





Paper trail- Documents (as financial records) from which a person's actions may be traced or opinions learned.





Terrorism- (The UN has struggled to develop a concise definition of “terrorism.” The following is the definition found in the Merriam-Webster Dictionary): the systematic use of � HYPERLINK "http://www.merriam-webster.com/dictionary/terror" �terror� especially as a means of coercion.





Dirty Money- Goods or money obtained illegally.





Inflation- A continuing rise in the general price level usually attributed to an increase in the volume of money and credit relative to available goods and services.
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