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SUMMARY

In the paper under consideration the definition of the legalization (laundering) of proceeds from crime is reviewed and analyzed.
The various scientific points of view of foreign and domestic scientists have been reviewed.
In the forensic aspect, the concept of the legalization (laundering) of proceeds from crime is characterized according to international

and national legal acts.

The essence of the development and establishment of the definition of the legalization (laundering) of proceeds from crime is
defined from the point of view of the historical appearance of this phenomenon and up to modern days.
Key words: legalization of proceeds from crime, money laundering, criminal activity, criminal proceeds.

MOHSTHUE JIETAJIU3AIIMU (OTMBIBAHMS) IOXOIOB, IOJAYUYEHHBIX IPECTYITHBIM ITY TEM

Anna ABY EJIACAJL,
acrupaHTKa Kadexpbl KpUMUHATMCTUKI

HaHI/IOHaHBHOI‘O YHUBEpPCUTA <(OZ[GCCKaH IOPpUINYCCKasa aKaaCMUsyy

AHHOTAIUA

B nmannOit cTaThe paccMaTpHUBaeTCA M AHAIN3UPYETCS TOHITHE JIeraan3annuil (OTMBIBAHHS) JOXOIOB, TOMYyYSHHBIX PECTYITHBIM

nyTém. Mccnenyrorest pa3Hble TOUKH 3pEHUS 3apYOCKHBIX M OTEUECTBEHHBIX YUEHBIX. XapaKTepH3yeTcs B KPHMMHHAIMCTHYCCKOM
ACIIeKTe TOHATHE JIeTaIu3aluy (OTMBIBAHUS ) JOXOIO0B, MOJIYYEHHBIX MPECTYITHBIM ITyTEM, CONIACHO MEXIYHAaPOIHBIM U HAI[MOHAIIb-
HBIM TIPaBOBBIM akTaM. Onpenensercs: CyIHOCTh PA3BUTHS U CTAHOBJICHUS TTOHSTHUS JICTAIH3AINH (OTMBIBAHUS) JOXO/IOB, MTOTyIeH-

HBIX NPECTYIHBIM HyTéM, C TOYKH 3pEHUA UCTOPHUUCCKOTO MOABJIICHUA JaHHOI'O SABJICHUA U 10 COBPEMEHHBIX ﬂHeﬁ.
KuoueBble ciioBa: jeraauzanus JIOXO/Z0B, IMOJYUYCHHBIX IPECTYIIHBIM HyTéM, «OTMBIBAHUE» CHEIL, NNPECTyIHAaA ACATCIBHOCTD,

[IPECTYIHBIC JOXOIBL.

Introduction. Counteract the
legalization of proceeds from crime is
not only the detection, identification,
and  prosecution  of  perpetrators
of criminal acts, primarily it is the removal
of the favorable economic environment
for the existence of specific occurrences
of criminal activity. The legalization
of proceeds from crime is an important
part of the technology of organized
economic crime. This criminal activity
is a global phenomenon that takes
many forms in all states of the world.
The content of the concept of this
phenomenon is expressed in different
opinions. Thereby, it is necessary to
clarify it in order to eliminate differences
and make adjustments that in the future
would help raise the national legislation
to the appropriate level.

Relevance of research.
The legalization of proceeds from crime
is the process used to disguise the source
of money or assets derived from criminal
activity. Profit-motivated crimes span
a variety of illegal activities from drug
trafficking and smuggling to fraud, extortion

and corruption. The scope of criminal
proceeds is significant — estimated
at some $590 billion to $1.5 trillion (U.S.)
worldwide each year [14].

Previously  unsettled problem
constituent. Important in studying this
problem in the forensic aspect were
the scientific concepts developed in
the writings of domestic scientists,
such as L.I. Arkusha, V.P. Bakhin,
V.D. Bernas, 1.0. Vozgrin, A.F. Volobueyv,
V.A. Zhuravel, A.N. Kolesnichenko,
V.0. Konovalova, V.V.  Lysenko,
V.V. Tishchenko, V.Yu. Shepitko,
and others, as well as foreign scientists
such as K.K. Williams, D. Massciandaro,
F. Schneider, George Farrugia, D. Hopton,
M. Levy, P. Reuter, R. Baron etc.

Main purpose of the article.
The purpose and objectives of the research
are focused ontheintegratedand systematic
analysis  of  theoretical  (forensic)
aspects of the definition of legalization
(laundering) of proceeds from crime,
at both the international and national
levels, in order to form general and specific
features of this criminal activity.

Materialsandmethods. Thefollowing
research methods were used in this
article: historical — to reveal the content
of key elements of the international
and national regulatory framework;
comparative — to establish general
and specific characteristics of the definition
of legalization (laundering) of proceeds
from crime; formal-logical - for
the analysis of the current legislation
and the existing theoretical provisions.
The basic research is formed by legal
acts of international and European
communities, domestic legislation, as
well as scientific research.

Results. For a long time,
the international communities have
devoted significant effort and resources
towards counteracting the legalization
(laundering) of proceeds from crime.

However, these efforts have intensified
over the past two decades. Following
the arbitrary connection that was made
between the financing of terrorism
and money laundering, a renewed interest
in the topic has emerged within the broader
agenda of dealing with security issues.
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First-ever a concept of “money
laundering” was mentioned in the 1930s in
the United States of America. A legendary
American gangster Al Capone is a case in
point. He laundered the money received
from criminal activity through a network
of laundries known as “the Laundromat”
[8].

Furthermore, it should be noted
another one of the “founding fathers”
of the legalization of criminal funds —Meyer
Lansky known as the “Mob’s Accountant”,
one of the major organized crime figures
and creators of the ‘National Crime
Syndicate” in the USA. At the expense
of the Cuban gambling houses, he
transferred the funds generated by illegal
operations from Switzerland to Cuba
and then sent them to Florida to make
it appear that “foreign investments are
legitimately returning to America” [15].

In the official vocabulary,
the term “money laundering” first appeared
inthe newspapers in the time of the Watergate
scandal of 1973, and in the legal context, this
term was used in the USA as early as in 1970.
One of the first definitions of “laundering”
was worded by the US President’s
Commission on Organized Crime in 1984:
“Money laundering is an action by which
one conceals the existence, illegal source,
or illegal application of income, and then
disguises that income to make it appear
legitimate” [15].

Soon after the international society
acknowledged the importance to counteract
«money laundering» using an effective
system for prevention the criminal money
to the world economy. The first step to
the international cooperation in this issue
was the UN Convention Against Illicit
Traffic in Narcotic Drugs and Psychotropic
Substances dated December 20, 1988. By
its nature, the Vienna Convention considers
only the offenses (criminal activities leading
to “money laundering”) related to the illicit
traffic of drugs. But in the course of time,
the world community has concluded that
the offenses preceding “money laundering”
must include other offenses related to
the illegal drug trafficking [4, c. 3-4].

A forthcoming milestone in the
development of anti-money laundering
standards was the signing of the Convention
on Laundering, Search, Seizure
and Confiscation of the Proceeds from
Crime, also known as the Strasbourg
Convention, in 1990. In accordance with
article 6 of the Convention, it is given

an advanced list of money laundering
predicate offenses.

The United Nations Convention against
Transnational Organized Crime known
as The Palermo Convention is the first
instrument of criminal law designed to
combat the phenomenon of transnational
organized crime. Under the Convention,
four offenses considered to comprise
the structural characteristics of organized
crime are required to be addressed by
the States in their domestic law: criminal
organization, money laundering, corruption
and obstruction of justice. The definition
of money laundering is provided in Article
6 of the Convention, which in fact adopts
the definition of the 1988 Convention
against [llicit Traffic in Narcotic Drugs [2].

Also significantly, together with
the international instruments is to mention
a number of anti-money laundering
standards at the European Union (EU), such
as EU Directives that also play a significant
role in combating this phenomenon.

In the context of reform, it is necessary
to draw attention to the following
considerations of recent amendments to
the EU Directives.

On 12 November 2018, Directive
No 2018/1673 on combating money
laundering by criminal law was published.
It complements the Directive (EU)
No 2015/849 of the European Parliament
and of the Council of 20 May 2015 on
the prevention of the use of the financial
system for the purposes of money
laundering or terrorist financing, which
amended the Regulation (EU)
No 48/2012 of the European Parliament
and of the Council. The Directive aims
at closing loopholes in the definition
and sanctioning of money laundering across
the European Union. The definition fully
reflects the concept of money laundering
provided for in the Vienna and Palermo
Conventions.

According to the above EU Directive,
the term “money laundering” is:

1) the conversion or transfer of property,
knowing that such property is derived
from criminal activity, for the purpose
of concealing or disguising the illicit origin
of the property or of assisting any person
who is involved in the commission of such
an activity to evade the legal consequences
of that person’s action;

2) the concealment or disguise
of the true nature, source, location,
disposition, movement, rights with respect
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to, or ownership of, property, knowing
that such property is derived from criminal
activity;

3) the acquisition, possession or use
of property, knowing at the time of receipt,
that such property was derived from
criminal activity [9].

The important mechanism,
the objective of which is to set standards for
the development and promotion of national
and international policies to combat
money laundering and terrorist financing
is an intergovernmental body FATF. Its
recommendations increase transparency
and enable countries to take successful
action against the illicit use of their financial
systems [13].

UN  Security Council Resolution
1617 (2005) and the Annexed Plan
of Action of Resolution 60/288 of the UN
General Assembly (20 Sept 20006), stress
the importance of the implementation
of the FATF 40 Recommendations
and the 9 Special Recommendations on
terrorist financing. The Resolution reads
in part: “...Strongly urges all Member
States to implement the comprehensive,
international ~ standards embodied in
the Financial Action Task Force’s (FATF)
Forty Recommendations on Money
Laundering and the FATF Nine Special
Recommendations on Terrorist Financing”
[11]. So, states should consider the definition
of “money laundering” as a criminal offense
on the basis of the UN Vienna Convention
and the UN Palermo Convention.

The aforementioned demonstrates
that the international definition of “money
laundering”, it is the conversion and transfer
of property derived from criminal activity
or complicity in criminal activity, for
the purpose of concealing or disguising
the illicit origin of the property or
of assisting any person who is involved in
such an activity in order to evade the legal
consequences of this activity.

There are strikingly different views that
have been expressed on the term “money
laundering” in the context of academic
research. Therefore, money laundering
figures like crime, action, procedure, etc.
Some foreign researchers, when giving
the definition of “money laundering” focus
on the particular stages of such illegal
activity.

Thus, American researcher J. Robinson
holds that the term «money laundering»
became widespread because it correctly
reflects the process used by criminals, “Dirty



money obtained from illegal activity is
injected into legal companies and through
them, into the financial system where it is
clean washed with the help of the “cover
up the traces” strategy — transferred among

shell companies, secret bank accounts
and numerous jurisdictions so that law
enforcement agencies could not trace it. Then
it appears on the other side, clean and brilliant,
creating the impression of legal income” [8].

For example, P. Reuter and
E. Truman “money laundering” is defined
as the conversion of criminal incomes
into assets that cannot be traced back to
the underlying crime [12].

George Farrugia describes “money
laundering” as the process by which
the proceeds of crime (dirty money) are put
through a series of transactions that disguise
their illicit origins and make them appear to
have come from a legitimate source (clean
money) [10].

The above-mentioned interpretations
of the definition appear to be too narrow.
They characterize only one stage
of the laundering of criminal assets at a time
when there are several such stages.

Consequently, that situation compounds
the limited view of the nature of this negative
phenomenon. It makes it impossible to lack
a comprehensive overview of the negative
consequences that cause this criminal offense.

“Money laundering” is a criminal
offense through which criminals give
an apparently legitimate origin to
the proceeds of crime. It is an increasingly
international phenomenon.

Current estimates of the amount
of money laundered worldwide range from
$500 billion to a staggering $1 trillion, with
disastrous effects on the global economy,
especially in  vulnerable, developing
economies [14].

Ukraine is a rather fragile country.
In view of the fact that money laundering
causes corruption and can destabilize
the economies of susceptible countries.
It is therefore essential to give sufficient
attention to this issue as well as legal
and law enforcement agencies should
continue detecting and combating such
a phenomenon as money laundering. To
do so, the first step should be to develop
the definition of “legalization of proceeds
from crime” to guide the concept that is
universal and has not led to much debate
on the organization of the detection of this
offense, at both the national and international
levels.

The  concept of  “legalization
(laundering) of proceeds from crime” is
described in the Ukrainian legislation,
particularly, in the new Law of Ukraine
“On prevention and counteraction to
legalization (laundering) of proceeds from
crime or terrorism financing as well as
financing proliferation of weapons of mass
destruction” dated 2014.

According to Article 4, legalization
(laundering) of the proceeds of crime
covers any acts related to the proceeds
(property) obtained from commitment
of  crime, directed to  conceal
the origin of such proceeds (property),
right for the ownership, the origin,
location,  disposition, transformation
as well as purchase, possession or use
of the assets obtained from commitment
of crime [7].

The concept of  “legalization”
and “laundering” of proceeds from crime
is often synonymous. In scientific literature,
the term “legalization of proceeds from
crime” is regularly found to be “money
laundering”. However, the term “money
laundering” is widespread in international
areas, compared with domestic legislation,
the term “legalization of proceeds from
crime” is viewed.

For better understanding these terms, it
would be necessary to address the academic
opinions. It is appropriate to highlight
the scientific points of view, including
the following academics:

The researcher V.G. Skliarenko explains
that legalization was borrowed from French
(legal) and came from legalis (Latin)
meaning “legal, legislative” that derived
from lex (legis) — “law, law principle”.
In the Ukrainian definition dictionaries
legislation is defined as the provision
of legal force, legitimization or becoming
legal [6, p. 21].

V. Mandybura names  “money
laundering” as a process of transferring
criminal money via banking and financial
systems. As a result, the dirty money
becomes clean, that is they are considered
as a legal income and the law enforcement
agencies fail to find the criminal source
of this money [3].

O.M. Bandurka considers “legalization
of proceeds from crime” as concealing
the nature and origin location or possession
of the illegal material assets, particularly
legalization of such proceeds, transformation
of the illegal cash into the other assets,
concealing the origin or the owner
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of illegal money, giving a cover of legality
to the source and owner of the assets [1].

Hence, “legalization  (laundering)
of proceeds from crime” is a multi-stage
process, in which a significant amount
of money illegally obtained is transformed
through a variety of methods and transactions
into funds coming from legitimate sources
and gaining legal status, masking the origin
and source of criminally derived proceeds,
as well as persons involved in these offenses,
for further use of apparently legitimate
money outside the shadow economy.

Conclusions. Comparison of interna-
tional  legal sources and academic
researches aimed at counteracting
money laundering. It can be argued
that the legalization (laundering)
of proceeds from crime is still a relevant
and global concern. This phenomenon
negatively affects security in general
(both economic and legal). It endangers
the integrity of legitimate financial
systems and institutions. It also provides
organized crime the funds it needs to
conduct further criminal activities [14].

The definition of  “legalization
(laundering) of proceeds from crime”
is interpreted as actions (conversion,
transfer, concealment, disguise, acquisition,
possession, etc.) for the purpose of providing
legality and a clean form of property derived
from predicate crimes. Predicate crimes
should include a wide range of serious
crimes, that enshrined in the national
legislation.
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3APYBEJKHBIN ONBIT IPOTUBOJAENCTBUSA
OPITAHM30BAHHOM NPECTYIIHOCTH
B ®PUHAHCOBOM C®EPE

Jio6osr AHAPOCOBHNY,
acriupaHT Kadeapbl ONepPaTHBHO-PO3BICKHOMN e TEIbHOCTH
B cepe 60pbObBI ¢ KOPPYILKEH U OPraHU30BaHHOM MTPECTYIHOCTHIO
HanwmonansHoii akagemun CiryxObl 0€3011aCHOCTH YKpaHHBI

AHHOTALUSA

JlanHO€ HCCIeAOBaHNE MOCBSIICHO M3YYEHHIO OIbITa 3apyOeKHBIX TOCYAAPCTB 10
MIPEAOTBPALICHUIO OPTaHM30BaHHOW MPECTYMHOCTH B (pHAHCOBOM cdepe. [IpuBeneHb!
OpraHU3alMOHHO-TIPABOBBIE MEXaHNU3MBI IPOTUBOICHCTBIS OPraHW30BAHHON MPECTYTI-
HOCTH B Takux crpanax, kak Hunmepmnanner, CIIA, BenukoOpurtanus, Utanus.

B yacTHOCTH, pacCMOTPEHBI MEPCIIEKTHBBI B3aUMOJCHCTBHSI TOCYIapCTB B cdepe
MIPOTUBOACHCTBHS OPTraHN30BAaHHOHN NMPECTYMHOCTH B paMKaxX MEXKIyHapOIHBIX COTJIa-
[IEHUH, 0COOCHHOCTH (YHKIIMOHUPOBAHUS U COTPYAHUYECTBA C TPABOOXPAHUTEIHHBI-
MH OpraHaMH OTJENBHBIX rocyaapcTB. [IpuBeieHbl HaNpaBlIeHHs pean3alliy CTpaTe-
THH BIWSTHAS Ha OPTaHM30BaHHYIO MIPECTYMHOCTH HE TOJIBKO ISt TEOPHH, HO H, TIPEKIS
BCETO, JUISI TPAKTUKH MPEAYNPEKICHNUS IPECTYITHOCTH B YKpauHe.

KiroueBbie ci10Ba: opraHu30BaHHAs IPECTYITHOCTD, 3apyOeIKHBII OIBIT, MEXKTyHa-
POIHOE COTPYIHHYECTBO, MPEAOTBPAIICHHE OPTaHW30BAHHON MPECTYIMHOCTH B (UHAH-

coBoii cepe.

FOREIGN EXPERIENCE OF INFRINGEMENT OF ORGANIZED
CRIME IN THE FINANCIAL FIELD

Lyubov ANDROSOVICH,
Postgraduate Student at the Department of Operational-Search Activity
in the Fight Against Corruption and Organized Crime
of the National Academy of Security Service of Ukraine

SUMMA RY
This research is devoted to studying the experience of foreign countries in
preventing organized crime in the financial sector. Organizational and legal mechanisms
of counteraction to organized crime in such countries as the Netherlands, USA, Great

Britain, Italy are presented.

In particular, possibilities of interaction of the states in the sphere of counteraction to
organized crime in the framework of international agreements, peculiarities of functioning
and cooperation with law-enforcement bodies of separate states are considered. The
directions of realization of the strategy of influence on organized crime are given not only
for the theory but also primarily for the practice of prevention of crime in Ukraine.

Key words: organized crime, foreign experience, international cooperation,
prevention of organized crime in the financial sector.

IMocranoBka mnpobJjeMbl. DKOHO-
MHUYECKasl MPECTYyIMHOCTh B YKpaWHe Ha
COBPEMEHHOM JTale JOCTHIVIA TaKHUX
MaciTaboB, 4TO MPE/CTABISICT PEATbHYIO
yrpo3y HalMOHAIBHOW Oe30MacHOCTH.
CpezcTBa, TMONy4YaeMble B pe3yJbTare
9KOHOMHYECKUX MPECTYIJICHUH, SBIS-
10TCs (DUHAHCOBOW OCHOBOM Pa3IMYHOrO
pona nposiBieHuid Teppopusma. Cremyer
KOHCTaTHPOBATh, YTO KPUMHUHAI B KOHO-
MHYECKOH KHU3HHM 00IIecTBa CTal 00bIY-
HBIM SIBIICHHEM, HOPMOU SKOHOMHYECKOTO
MOBEACHUSI CYyOBEKTOB XO3SHCTBEHHOI
nesitenbHocTH.  Cpefu  TPeCTyIUIeHUit

SKOHOMHYECKOH HANpaBIEHHOCTH Clle-
JyeT BBIICIUTh TPYMIy HPECTYIUICHUI
B cdepe (GUHAHCOBOW [ESITEINBHOCTH,
KOTOpasi B JIJAHHBI MOMEHT IpeICTaBIIs-
eT HauOOJNIBIIYI0 OOLIECTBEHHYIO OIlac-
HOCTb, MOCKOJIBKY CBSi3aHA C aKKyMYJIH-
POBAaHUEM U PACIIPE/IC/ICHUEM JICHEKHBIX
cpeactB M (GOPMHUPOBAHUEM ToOCyaap-
cTBeHHOTO Oromkera [4, c. 291].

Cremyer OTMETHTh, YTO B HACTO-
smiee BpeMs 1O cpaBHeHHIO ¢ 90-mu
roJaMH MpoILIOro Beka mpobiieMa opra-
HHM30BAaHHOW IIPECTYITHOCTU paccMarpu-
BAETCsl MHOCTPAHHBIMU CTPAaHAMH ropas-



