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The Prevention of Money Laundering 

Act, 2002 

1.  Introduction 
Money Laundering 
It is a highly sophisticated act to cover up or camouflage the 
identity/origin of illegally obtained earnings so that they appear to 
have derived from lawful sources.  
It is the process by which illegal funds and assets are converted 
into legitimate funds and assets. In other words it is basically the 
process of converting illegal/ black money of a person in a legal or 
white money.  It is the process used by criminals’ to wash their “tainted” money to make it 

“clean.” 

 
The Prevention of Money Laundering Act, 2002 is known to have been legislated basically to 
sub-serve twin purpose firstly, is to prevent money laundering and secondly to provide for 
confiscation of property derived from, or involved in money laundering, and to  ensure of the 
curbing of the tendency of committing scheduled offences.  
Money laundering is a single process however; its cycle can be broken down into three distinct 
stages 
1. Placement: It is the first and the initial stage when the crime money is injected into the 

formal financial System. 
2. Layering: Then under the second stage, money injected into the system is layered and 

moved or spread over various transactions in different accounts and different countries . 
Thus, it will become difficult to detect the origin of the money. 

3. Integration: Under the third and final stage, money enters the financial system in such a 
way that original association with the crime is sought to be obliterated so that the money 
can then be used by the offender or person receiving as clean money.  

Illegal / Dirty Money Legal / White Money
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There are multiple methods through which money can be laundered and huge profit is being 
made, some of them are: 
• Cash Smuggling: Moving cash from one location to another or depositing the cash in 

Swiss Bank Account; 
• Structuring: Cash is broken down into formal receipts to buy money orders etc., smaller 

amounts are hard to detect; 
• Laundering via Real Estate: Buying a land for money and then selling it making the 

profits legal. 
• Stock Markets scams 
• By creating bogus companies. 
• Drug Trafficking; 
• Bribery and Corruption; 
• Kidnapping and Extortion. 
If left unchecked, money laundering can erode a nation’s economy by changing the demand for 

cash, making interest and exchange rates more volatile, and by causing high inflation in 
countries where criminal elements are operating. The draining of huge amounts of money a year 
from normal economic growth poses a real danger for the financial health of every country which 
in turn adversely affects the global market.  
In view of an urgent need for the enactment of a comprehensive legislation for preventing money 
laundering and connected activities, confiscation of proceeds of crime, setting up of agencies 
and mechanisms for coordinating measures for combating money laundering etc., the 
Prevention of Money Laundering Bill 1998 was introduced in the Parliament on 4th August, 
1998. The Bill received the assent of the President and became the Prevention of Money 
Laundering Act, 2002 on 17th January 2003. The Act has come into force with effect from 1st 
July 2005. It has been amended in 2005, 2009 and then in 2012.  
The objective of the Act is to prevent money-laundering and to provide for confiscation of 
property derived from, or involved in, money-laundering and for matters connected. 
Understanding Money Laundering 
Let us understand Money Laundering with the example of Hawala. 
How Hawala Works: Hawala system works with a network of operators called Hawaladars or 
Hawala agents. For a Hawala transaction a customer contacts a Hawala agent at the source 

Placement Layering Integration
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location. The Hawala agent at that end collects money from the person who wishes to make a 
transfer. The agent then calls up his counterpart in the country where the transfer has to be made. 
This counterpart then hands over the cash to the recipient after deducting a commission. The 
source agent promises to settle the debt to the destination agent through an informal settlement.  
For example, a person in country ‘A’ who wants to transfer some money to someone in country 
‘B’ gives the money to the Hawala broker in country ‘A’. The agent accepts it and calls up his 
colleague in country ‘B’. His colleague gives the money in country ‘B’s’ currency to the person 
in country ‘B’ to whom it has to be transferred.  An identification code is requested, ensuring the 
authenticity of the receiver. 
In a Hawala transfer, the money enters the hawala system in local currency and leaves as 
foreign currency. The currency exchange happens at a rate set by the agents and not the official 
rates. This way they make an addition profit than the commission.  
Then, if anybody does the act which is in contravention to above, or in contravention to the 
provision of the Act will be liable for the punishment under section 4 of the Act. 

2.  Definitions  
To understand the meaning of money – laundering it is essential to define proceeds of crime, 
property and scheduled offence. In fact, all the above definitions have to be read together. 
I. Clause (p) of sub section (1) of section 2 provides that "money-laundering" has the 

meaning assigned to it in section 3. Moving to section 3, it is observed that 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 with the 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. 
• Whosoever (directly or indirectly)  

o attempts to  
o indulge or 
o knowingly assists or  
o knowingly is a party or  
o is actually involved  

• in any process or activity  
o connected with the 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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II. Section 2(1)(u) defines "proceeds of crime" as any property derived or obtained, directly or 
indirectly, by any person as a result of criminal activity relating to a scheduled offence or the 
value of any such property or where such property is taken or held outside the country, then 
the property equivalent in value held within the country or abroad; 

III. Section 2(1)(v) explain the term "property"  which means any property or assets of every 
description, whether corporeal or incorporeal, movable or immovable, tangible or intangible 
and includes deeds and instruments evidencing title to, or interest in, such property or 
assets, wherever located. The term "property" includes property of any kind used in the 
commission of an offence under this Act or any of the scheduled offences; 

IV. In terms of clause (rb) of sub – section (1) of section 2 "payment system" means a system 
that enables payment to be effected between a payer and a beneficiary, involving clearing, 
payment or settlement service or all of them.  

 It includes the systems enabling credit card operations, debit card operations, smart card 
operations, money transfer operations or similar operations; 

V. The term “scheduled offence" has been defined in clause (y) of sub-section (1) of section 
2. It means – 
(i) the offences specified under Part A of the Schedule; or 
(ii) the offences specified under Part B of the Schedule if the total value involved in such 

offences is one crore rupees or more; or 
(iii) The offences specified under Part C of the Schedule. 
The Schedule to the Act gives a list of all the above offences. The Schedule is divided into 
three parts. Part A, Part B, and Part C which are as follows:  
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PART A 
PARAGRAPH 1 

OFFENCES UNDER THE INDIAN PENAL CODE (45 OF 1860) 

Section Description of offence 
120B Criminal conspiracy. 
121 Waging or attempting to wage war or abetting waging of war, 

against the Government of India. 
121A Conspiracy to commit offences punishable by section 121 against 

the State. 
255 Counterfeiting Government stamp. 
257 Making or selling instrument for counterfeiting Government stamp. 
258 Sale of counterfeit Government stamp. 
259 Having possession of counterfeit Government stamp. 
260 Using as genuine a Government stamp known to be counterfeit. 
302 Murder. 
304 Punishment for culpable homicide not amounting to murder. 
307 Attempt to murder. 
308 Attempt to commit culpable homicide. 
327 Voluntarily causing hurt to extort property, or to constrain to an 

illegal act. 
329 Voluntarily causing grievous hurt to extort property, or to constrain 

to an illegal act. 
364A Kidnapping for ransom, etc. 
384 to 389 Offences relating to extortion. 
392 to 402 Offences relating to robbery and dacoity. 
411 Dishonestly receiving stolen property. 
412 Dishonestly receiving property stolen in the commission of a 

dacoity. 
413 Habitually dealing in stolen property. 
414 Assisting in concealment of stolen property. 
417 Punishment for cheating. 
418 Cheating with knowledge that wrongful loss may ensue to person 

whose interest offender is bound to protect. 
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419 Punishment for cheating by personation. 
420 Cheating and dishonestly inducing delivery of property. 
421 Dishonest or fraudulent removal or concealment of property to 

prevent distribution among creditors. 
422 Dishonestly or fraudulently preventing debt being available for 

creditors. 
423 Dishonest or fraudulent execution of deed of transfer containing 

false statement of consideration. 
424 Dishonest or fraudulent removal or concealment of property. 
467 Forgery of valuable security, will, etc. 
471 Using as genuine a forged document or electronic record. 
472 and 473 Making or possessing counterfeit seal, etc., with intent to commit 

forgery. 
475 and 476 Counterfeiting device or mark. 
481 Using a false property mark. 
482 Punishment for using a false property mark. 
483 Counterfeiting a property mark used by another. 
484 Counterfeiting a mark used by a public servant. 
485 Making or possession of any instrument for counterfeiting a 

property mark. 
486 Selling goods marked with a counterfeit property mark. 
487 Making a false mark upon any receptacle containing goods. 
488 Punishment for making use of any such false mark. 
489A Counterfeiting currency notes or bank notes. 
489B Using as genuine, forged or counterfeit currency notes or bank 

notes. 
  PARAGRAPH 2 
  OFFENCES UNDER THE NARCOTIC DRUGS AND 

PSYCHOTROPIC SUBSTANCES ACT, 1985 (61 OF 1985) 
Section Description of offence 

15 Contravention in relation to poppy straw. 
16 Contravention in relation to coca plant and coca leaves. 
17 Contravention in relation to prepared opium. 
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18 Contravention in relation to opium poppy and opium. 
19 Embezzlement of opium by cultivator. 
20 Contravention in relation to cannabis plant and cannabis. 
21 Contravention in relation to manufactured drugs and preparations. 
22 Contravention in relation to psychotropic substances. 
23 Illegal import into India, export from India to transhipment of 

narcotic drugs and psychotropic substances. 
24 External dealings in narcotic drugs and psychotropic substances in 

contravention of section 12 of the Narcotic Drugs and Psychotropic 
Substances Act, 1985. 

25A Contravention of orders made under section 9A of the Narcotic 
Drugs and Psychotropic Substances Act, 1985. 

27A Financing illicit traffic and harbouring offenders. 
29 Abetment and criminal conspiracy. 
  PARAGRAPH 3 
  OFFENCES UNDER THE EXPLOSIVE SUBSTANCES ACT, 1908 

(6 OF 1908) 
Section Description of offence 

3 Causing explosion likely to endanger life or property. 
4 Attempt to cause explosion, or for making or keeping explosives 

with intent to endanger life or property. 
5 Making or possessing explosives under suspicious circumstances. 
  PARAGRAPH 4 
  OFFENCES UNDER THE UNLAWFUL ACTIVITIES 

(PREVENTION) ACT, 1967 (37 OF 1967) 
Section Description of offence 
10 read with 
section 3 

Penalty for being member of an unlawful association, etc. 

11 read with 
section 3 

Penalty for dealing with funds of an unlawful association. 

13 read with 
section 3 

Punishment for unlawful activities. 

16 read with 
section 15 

Punishment for terrorist act. 
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16A Punishment for making demands of radioactive substances, 
nuclear devices, etc. 

17 Punishment for raising fund for terrorist act. 
18 Punishment for conspiracy, etc. 
18A Punishment for organising of terrorist camps. 
18B Punishment for recruiting of any person or persons for terrorist act. 
19 Punishment for harbouring, etc. 
20 Punishment for being member of terrorist gang or organisation. 
21 Punishment for holding proceeds of terrorism. 
38 Offence relating to membership of a terrorist organisation. 
39 Offence relating to support given to a terrorist organisation. 
40 Offence of raising fund for a terrorist organisation. 
 PARAGRAPH 5 
 OFFENCES UNDER THE ARMS ACT, 1959 (54 OF 1959) 
Section Description of offence 
25 To manufacture, sell, transfer, convert, repair or test or prove or 

expose or offer for sale or transfer or have in his possession for 
sale, transfer, conversion, repair, test or proof, any arms or 
ammunition to contravention of section 5 of the Arms Act, 1959. 

  To acquire, have in possession or carry any prohibited arms or 
prohibited ammunition in contravention of section 7 of the Arms 
Act, 1959. 

  Contravention of section 24A of the Arms Act, 1959 relating to 
prohibition as to possession of notified arms in disturbed areas, etc. 

  Contravention of section 24B of the Arms Act, 1959 relating to 
prohibition as to carrying of notified arms in or through public places 
in disturbed areas. 

  Other offences specified in section 25. 
26 To do any act in contravention of any provisions of section 3, 4, 10 

or section 12 of the Arms Act, 1959 in such manner as specified in 
sub-section (1) of section 26 of the said Act. 

  To do any act in contravention of any provisions of section 5, 6, 7 
or section 11 of the Arms Act, 1959 in such manner as specified in 
sub-section (2) of section 26 of the said Act. 

  Other offences specified in section 26. 
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27 Use of arms or ammunition in contravention of section 5 or use of 
any arms or ammunition in contravention of section 7 of the Arms 
Act, 1959. 

28 Use and possession of fire arms or imitation fire arms in certain 
cases. 

29 Knowingly purchasing arms from unlicensed person or for 
delivering arms, etc., to person not entitled to possess the same. 

30 Contravention of any condition of a licence or any provisions of the 
Arms Act, 1959 or any rule made thereunder. 

 PARAGRAPH 6 
  OFFENCES UNDER THE WILD LIFE (PROTECTION) ACT, 

1972 (53 OF 1972) 
Section Description of offence 
51 read with 
section 9 

Hunting of wild animals. 

51 read with 
section 17A 

Contravention of provisions of section 17A relating to prohibition of 
picking, uprooting, etc., of specified plants. 

51 read with 
section 39 

Contravention of provisions of section 39 relating to wild animals, 
etc., to be Government property. 

51 read with 
section 44 

Contravention of provisions of section 44 relating to dealings in 
trophy and animal articles without licence prohibited. 

51 read with 
section 48 

Contravention of provisions of section 48 relating to purchase of 
animal, etc., by licensee. 

51 read with 
section 49B 

Contravention of provisions of section 49B relating to prohibition of 
dealings in trophies, animals articles, etc., derived from scheduled 
animals. 

  PARAGRAPH 7 
  OFFENCES UNDER THE IMMORAL TRAFFIC (PREVENTION) 

ACT, 1956 (104 OF 1956) 
Section Description of offence 
5 Procuring, inducing or taking person for the sake of prostitution. 
6 Detaining a person in premises where prostitution is carried on. 
8 Seducing or soliciting for purpose of prostitution. 
9 Seduction of a person in custody. 
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  PARAGRAPH 8 
  OFFENCES UNDER THE PREVENTION OF CORRUPTION 

ACT, 1988 (49 OF 1988) 
Section Description of offence 
7 Public servant taking gratification other than legal remuneration in 

respect of an official act. 
8 Taking gratification in order, by corrupt or illegal means, to 

influence public servant. 
9 Taking gratification for exercise of personal influence with public 

servant. 
10 Abetment by public servant of offences defined in section 8 or 

section 9 of the Prevention of Corruption Act, 1988. 
13 Criminal misconduct by a public servant. 
  PARAGRAPH 9 
  OFFENCES UNDER THE EXPLOSIVES ACT, 1884 (4 OF 1884) 
Section Description of offence 
9B Punishment for certain offences. 
9C Offences by companies. 
  PARAGRAPH 10 
  OFFENCES UNDER THE ANTIQUITIES AND ARTS 

TREASURES ACT, 1972 (52 OF 1972) 
Section Description of offence 
25 read with 
section 3 

Contravention of export trade in antiquities and art treasures. 

28 Offences by companies. 
  PARAGRAPH 11 
  OFFENCES UNDER THE SECURITIES AND EXCHANGE 

BOARD OF INDIA ACT, 1992 (15 OF 1992) 
Section Description of offence 
12A read with 
section 24 

Prohibition of manipulative and deceptive devices, insider trading 
and substantial. 

24 Acquisition of securities or control. 
  PARAGRAPH 12 
  OFFENCES UNDER THE CUSTOMS ACT, 1962 (52 OF 1962) 
Section Description of offence 
135 Evasion of duty or prohibitions. 
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  PARAGRAPH 13 
  OFFENCES UNDER THE BONDED LABOUR SYSTEM 

(ABOLITION) ACT, 1976 (19 OF 1976) 
Section Description of offence 
16 Punishment for enforcement of bonded labour. 
18 Punishment for extracting bonded labour under the bonded labour 

system. 
20 Abetment to be an offence. 
  PARAGRAPH 14 
  OFFENCES UNDER THE CHILD LABOUR (PROHIBITION AND 

REGULATION) ACT, 1986 (61 OF 1986) 
Section Description of offence 
14 Punishment for employment of any child to work in contravention 

of the provisions of section 3. 
  PARAGRAPH 15 
  OFFENCES UNDER THE TRANSPLANTATION OF HUMAN 

ORGANS ACT, 1994 (42 OF 1994) 
Section Description of offence 
18 Punishment for removal of human organ without authority. 
19 Punishment for commercial dealings in human organs. 
20 Punishment for contravention of any other provisions of this Act. 
  PARAGRAPH 16 
  OFFENCES UNDER THE JUVENILE JUSTICE (CARE AND 

PROTECTION OF CHILDREN) ACT, 2000 (56 OF 2000) 
Section Description of offence 
23 Punishment for cruelty to juvenile or child. 
24 Employment of juvenile or child for begging. 
25 Penalty for giving intoxicating liquor or narcotic drug or 

psychotropic substance to juvenile or child. 
26 Exploitation of juvenile or child employee. 
  PARAGRAPH 17 
  OFFENCES UNDER THE EMIGRATION ACT, 1983 (31 OF 

1983) 
Section Description of offence 
24 Offences and penalties. 
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  PARAGRAPH 18 
  OFFENCES UNDER THE PASSPORTS ACT, 1967 (15 OF 

1967) 
Section Description of offence 
12 Offences and penalties. 
  PARAGRAPH 19 
  OFFENCES UNDER THE FOREIGNERS ACT, 1946 (31 OF 

1946) 
Section Description of offence 
14 Penalty for contravention of provisions of the Act, etc. 
14B Penalty for using forged passport. 
14C Penalty for abetment. 
  PARAGRAPH 20 
  OFFENCES UNDER THE COPYRIGHT ACT, 1957 (14 OF 1957) 
Section Description of offence 
63 Offence of infringement of copyright or other rights conferred by 

this Act. 
63A Enhanced penalty on second and subsequent convictions. 
63B Knowing use of infringing copy of computer programme. 
68A Penalty for contravention of section 52A. 
  PARAGRAPH 21 
  OFFENCES UNDER THE TRADE MARKS ACT, 1999 (47 OF 

1999) 
Section Description of offence 
103 Penalty for applying false trade marks, trade descriptions, etc. 
104 Penalty for selling goods or providing services to which false trade 

mark or false trade description is applied. 
105 Enhanced penalty on second or subsequent conviction. 
107 Penalty for falsely representing a trade mark as registered. 
120 Punishment of abetment in India of acts done out of India. 
  PARAGRAPH 22 
  OFFENCES UNDER THE INFORMATION TECHNOLOGY ACT, 

2000 (21 OF 2000) 
Section Description of offence 
72 Penalty for breach of confidentiality and privacy. 
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75 Act to apply for offence or contravention committed outside India. 
 PARAGRAPH 23 
 OFFENCES UNDER THE BIOLOGICAL DIVERSITY ACT, 2002 

(18 OF 2003) 
Section Description of offence 
55 read with 
section 6 

Penalties for contravention of section 6, etc. 

  PARAGRAPH 24 
  OFFENCES UNDER THE PROTECTION OF PLANT VARIETIES 

AND FARMERS' RIGHTS ACT, 2001 (53 OF 2001) 
Section Description of offence 
70 read with 
section 68 

Penalty for applying false denomination, etc. 

71 read with 
section 68 

Penalty for selling varieties to which false denomination is applied. 

72 read with 
section 68 

Penalty for falsely representing a variety as registered. 

73 read with 
section 68 

Penalty for subsequent offence. 

  PARAGRAPH 25 
  OFFENCES UNDER THE ENVIRONMENT PROTECTION ACT, 

1986 (29 OF 1986) 
Section Description of offence 
15 read with 
section 7 

Penalty for discharging environmental pollutants, etc., in excess of 
prescribed standards. 

15 read with 
section 8 

Penalty for handling hazardous substances without complying with 
procedural safeguards. 

  PARAGRAPH 26 
  OFFENCES UNDER THE WATER (PREVENTION AND 

CONTROL OF POLLUTION) ACT, 1974 (6 OF 1974) 
Section Description of offence 
41(2) Penalty for pollution of stream or well. 
43 Penalty for contravention of provisions of section 24. 
  PARAGRAPH 27 
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  OFFENCES UNDER THE AIR (PREVENTION AND CONTROL 
OF POLLUTION) ACT, 1981 (14 OF 1981) 

Section Description of offence 
37 Failure to comply with the provisions for operating industrial plant. 
  PARAGRAPH 28 
  OFFENCES UNDER THE SUPPRESSION OF UNLAWFUL 

ACTS AGAINST SAFETY OF MARITIME NAVIGATION AND 
FIXED PLATFORMS ON CONTINENTAL SHELF ACT, 2002 (69 

OF 2002) 
Section Description of offence 
3 Offences against ship, fixed platform, cargo of a ship, maritime 

navigational facilities, etc.]  
  PARAGRAPH 29  

OFFENCE UNDER THE COMPANIES ACT, 2013 [18 OF 2013] 
Section Description of offence 
447 Punishment for fraud. 
   PART B 
  OFFENCE UNDER THE CUSTOMS ACT, 1962 
Section Description of offence 

132 False declaration, false documents, etc. 

PART C 
An offence which is the offence of cross border implications and is specified in,— 
(1)   Part A; or 
(2)   the offences against property under Chapter XVII of the Indian Penal Code.  
(3)   The offence of wilful attempt to evade any tax, penalty or interest referred to in section 

51 of the Black Money (Undisclosed Foreign Income and Assets) and Imposition of 
Tax Act, 2015.See More 

VI. “Transfer” includes sale, purchase, mortgage, pledge, gift, loan or any other form of 
transfer of right, title, possession or lien. 

Other Definitions 
“Banking company” means a banking company or a co-operative bank to which the Banking 
Regulation Act, 1949 applies and includes any bank or banking institution referred to in section 
51 of that Act. 
“Beneficial owner” means an individual who ultimately owns or controls a client of a reporting 
entity or the person on whose behalf a transaction is being conducted and includes a person 
who exercises ultimate effective control over a juridical person 
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“Client” means a person who is engaged in a financial transaction or activity with a reporting 
entity and includes a person on whose behalf the person who engaged in the transaction or 
activity, is acting. 
“Financial institution” means a financial institution as defined in clause (c) of section 45 I of 
the Reserve Bank of India Act, 1934 and includes a chit fund company, a housing finance 
institution, an authorised person, a payment system operator, a non-banking financial company 
and the Department of Posts in the Government of  India. 
“Intermediary” means, 
(i)  a stock-broker, sub-broker, share transfer agent, banker to an issue, trustee to a trust 

deed, registrar to an issue, merchant banker, underwriter, portfolio manager, investment 
adviser or any other intermediary associated with securities market and registered under 
section 12 of the Securities and Exchange Board of India Act, 1992; or  

(ii)  an association recognised or registered under the Forward Contracts (Regulation) Act, 
1952 or any member of such association; or  

(iii)  intermediary registered by the Pension Fund Regulatory and Development Authority; or  
(iv)  a recognised stock exchange referred to in clause (f) of section 2 of the Securities 

Contracts (Regulation) Act, 1956. 
"Investigation" includes all the proceedings under this Act conducted by the Director or by an 
authority authorised by the Central Government under this Act for the collection of evidence. 
“Records” include the records maintained in the form of books or stored in a computer or such 
other form as may be prescribed.  
“Reporting entity” means a banking company, financial institution, intermediary or a person 
carrying on a designated business or profession. 

3. Punishment for the Offence of Money Laundering [Section 3 and 4] 
Section 3 deals with the offence of money laundering which has been discussed in the definition 
part above.  
Section 4 provides for the Punishment for Money-Laundering- Whoever commits the 
offence of money-laundering shall be punishable with rigorous imprisonment for a term which shall 
not be less than three years but which may extend to seven years and shall also be liable to fine.  
But where the proceeds of crime involved in money-laundering relate to any offence specified 
under paragraph 2 of Part A of the Schedule (i.e. Offences under the Narcotic Drugs and 
Psychotropic Substances Act, 1985)1, the maximum punishment may extend to ten years 
instead of seven years. 

                                                           
1 Paragraph 2 of Part A deals with Offences under the Narcotics Drugs and Psychotropic Substances Act, 
1985, which mainly consist of contravention in relation to poppy straw, opium, cannabis plant, cannabis, 
psychotropic substances, manufactured drugs. 
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4.  Obligation of Banking Companies, Financial Institutions and 
Intermediaries  

Reporting entity to maintain records 
Section 12 provides for the obligation of Banking Companies, Financial Institutions and 
Intermediaries.  
1. Maintenance of records: According to sub-section (1), every reporting entity shall – 

(a) maintain a record of all transactions, including information relating to transactions 
covered under clause (b), in such manner as to enable it to reconstruct individual 
transactions; 

(b) furnish to the Director within such time as may be prescribed, information relating to 
such transactions, whether attempted or executed, the nature and value of which may 
be prescribed; 

(c)  verify the identity of its clients in such manner and subject to such conditions, as may 
be prescribed; 

(d)  identify the beneficial owner, if any, of such of its clients, as may be prescribed;  
(e)  maintain record of documents evidencing identity of its clients and beneficial owners 

as well as account files and business correspondence relating to its clients. 

Whether the proceeds of crime involved in money-laundering relate to any 
offence specified under paragraph 2 of Part A of the Schedule 

Yes

Imprisonment (fine also 
charged)

Min (3 Years) Max (10 Years)

No

Imprisonment (fine also 
charged)

Min (3 Years) Max (7 Years)
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2. Confidentiality: Every information maintained, furnished or verified, save as otherwise 

provided under any law for the time being in force shall be kept confidential.  
3. Maintenance of records (for clause a): The records referred to in clause (a) of sub-

section (1) shall be maintained for a period of five years from the date of transaction 
between a client and the reporting entity. 

4. Maintenance of records (for clause e): The records referred to in clause (e) of sub-
section (1) shall be maintained for a period of five years after the business relationship 
between a client and the reporting entity has ended or the account has been closed, 
whichever is later. 

5. Exemption by the Central Government: The Central Government may, by notification, 
exempt any reporting entity or class of reporting entities from any obligation under this 
chapter. 

Access to information [Section 12A] 
1. The Director may call for from any reporting entity any of the records referred to in sub-

section (1) of section 12 and any additional information as he considers necessary for the 
purposes of this Act. 

2. Every reporting entity shall furnish to the Director such information as may be required by 
him under sub-section (1) within such time and in such manner as he may specify. 

3. Save as otherwise provided under any law for the time being in force,  every information 
sought by the Director under sub-section (1), shall be kept confidential.  

 

transactions
•• maintain a record of • maintain a record of maintain a record of 

all transactions
•

all transactionsall transactions
•• furnish to the • furnish to the furnish to the 

Director information Director information Director information Director information 
relating to such relating to such relating to such 
transactions 

Clients
•• verify the identity • verify the identity verify the identity 

of its clients 
•

of its clients of its clients 
•• identify the • identify the identify the 

beneficial owner, if beneficial owner, if beneficial owner, if beneficial owner, if 
any, of such of its any, of such of its any, of such of its 
clients

maintain record of maintain record of 
documents documents documents documents 

evidencing identity evidencing identity evidencing identity 
of its clients and of its clients and of its clients and 

beneficial owners

Director (may call)

• Records 
referred in 
12(1)

• Additional 
information 

Furnish information

• Within 
prescribed 
time

Maintain 
Confidentiality

• of Information 
furnished
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Power of director to impose fine [Section 13] 
The section deals with the powers of the Director.  
1. Initiation of Inquiry : The Director may, either of his own motion or on an application made 

by any authority, officer or person, may make such inquiry or cause such inquiry to be 
made, as he thinks fit to be necessary, with regard to the obligations of the reporting entity, 
under this chapter.  

2. Direct for audit of records: If at any stage of inquiry or any other proceedings before him, 
the Director having regard to the nature and complexity of the case, is of the opinion that 
it is necessary to do so, he may direct the concerned reporting entity to get its records, as 
may be specified, audited by an accountant from amongst a panel of accountants, 
maintained by the Central Government for this purpose. 

3. Expenses for the above process: The expenses of, and incidental to, any audit specified 
above shall be borne by the Central Government. 

4. Order of the director: If the Director, in the course of any inquiry, finds that a reporting 
entity or its designated director on the Board or any of its employees has failed to comply 
with the obligations under this Chapter, then, without prejudice to any other action that may 
be taken under any other provisions of this Act, he may- 
(a)  issue a warning in writing; or 
(b)  direct such reporting entity or its designated director on the Board or any of its 

employees, to comply with specific instructions; or 
(c)  direct such reporting entity or its designated director on the Board or any of its 

employees, to send reports at such interval as may be prescribed on the measures it 
is taking; or 

(d)  by an order, impose a monetary penalty on such reporting entity or its designated 
director on the Board or any of its employees, which shall not be less than ten 
thousand rupees but may extend to one lakh rupees for each failure.  

 

issue a warning in writing

comply with specific 
instructions

Periodical reports may be 
asked

Impose penalty (10,000 
to 1 Lac/ failure)
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5. Forwarding of copy of order: The Director shall forward a copy of the order passed to 
every banking company, financial institution, intermediary, or person who is a party to the 
proceedings under that sub-section. 

For the purpose of this section, "accountant" shall mean a chartered accountant within the 
meaning of the Chartered Accountants Act, 1949. 
No civil or criminal proceedings against reporting entity, its directors and 
employees in certain cases [Section 14] 
Save as otherwise provided in section 13, the reporting entity, its directors and employees shall 
not be liable to any civil or criminal proceedings against them for furnishing information under 
section 12(1)(b). 
Procedure and manner of furnishing information by reporting entities [Section 15] 
This section provides for prescribing the procedure and manner of furnishing information by 
reporting entities. The Central Government may, in consultation with the Reserve Bank of India, 
prescribe the procedure and the manner of maintaining and furnishing information under section 
12(1) for the purpose of implementing the provisions of this Act.  

5.  Attachment, Adjudication and Confiscation 
“Attachment” means prohibition of transfer, conversion, disposition or movement of property 
by an order issued under Chapter III of the Act. 
“Adjudicating Authority” means an Adjudicating Authority appointed under sub-section (1) of 
section 6. 
The Prevention of Money Laundering Act gives extremely wide powers to the authorities to 
attach properties suspected to be involved in Money Laundering.  
Attachment of property involved in money-laundering [Section 5] 
1. Authority competent to attach property: Where the Director or any other officer not 

below the rank of Deputy Director authorised by the Director for the purposes of this 
section, has reason to believe (the reason for such belief to be recorded in writing), on the 
basis of material in his possession, that—  
(a)  any person is in possession of any proceeds of crime; and  
(b)  such proceeds of crime are likely to be concealed, transferred or dealt with in any 

manner which may result in frustrating any proceedings relating to confiscation of 
such proceeds of crime under this Chapter,  

 he may, by order in writing, provisionally attach such property for a period not exceeding 
one hundred and eighty days from the date of the order, in such manner as may be 
prescribed. 

 When no order of attachment shall be made: Provided that no such order of attachment 
shall be made unless, in relation to the scheduled offence- 
(i) a report has been forwarded to a Magistrate under section 173 of the Code of Criminal 
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Procedure, 1973, or  
(ii) a complaint has been filed by a person authorised to investigate the offence 

mentioned in that Schedule, before a Magistrate or court for taking cognizance of the 
scheduled offence, as the case may be, or a similar report or complaint has been 
made or filed under the corresponding law of any other country. 

 Provided further that, notwithstanding anything contained in first proviso  (given in above 
para), any property of any person may be attached under this section if the Director or any 
other officer not below the rank of Deputy Director authorised by him for the purposes of 
this section has reason to believe (the reasons for such belief to be recorded in writing), 
on the basis of material in his possession, that if such property involved in money-
laundering is not attached immediately under this Chapter, the non-attachment of the 
property is likely to frustrate any proceeding under this Act.  

 Provided also that for the purposes of computing the period of one hundred and eighty 
days, the period during which the proceedings under this section is stayed by the High 
Court, shall be excluded and a further period not exceeding thirty days from the date or 
order of vacation of such stay order shall be counted. 

2. Forwarding of copy of order to the Adjudicating authority: The Director, or any other 
officer not below the rank of Deputy Director, shall, immediately after attachment under 
sub-section (1) (i.e. point 1 above), forward a copy of the order, along with the material in 
his possession, referred to in that sub-section, to the Adjudicating Authority, in a sealed 
envelope, in the manner as may be prescribed and such Adjudicating Authority shall keep 
such order and material for such period as may be prescribed.  

3. Validity period of order: Every order of attachment made under sub-section (1) (i.e. point 
1 above) , shall cease to have effect after the expiry of the period specified in that sub -
section or on the date of an order made under section 8(3), whichever is earlier.  

4. Nothing in this section shall prevent the person interested in the enjoyment of the 
immovable property attached under sub-section (1) from such enjoyment.  

 Explanation- For the purposes of this sub-section, “person interested”, in relation to any 

immovable property, includes all persons claiming or entitled to claim any interest in the 
property.  

5. The Director or any other officer who provisionally attaches any property under sub-section 
(1) shall, within a period of thirty days from such attachment, file a complaint stating the 
facts of such attachment before the Adjudicating Authority.  

Adjudicating Authorities, composition, powers, etc. [Section 6] 
1. The Central Government shall, by notification, appoint an Adjudicating Authority to 

exercise jurisdiction, powers and authority conferred by or under this Act. (Sub-section 1) 
2. An Adjudicating Authority shall consist of a Chairperson and two other Members . One 

Member each shall be a person having experience in the field of law, administration, 
finance or accountancy. (Sub-section 2) 
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3. The Adjudicating Authority shall not be bound by the procedure laid down by the Code of Civil 
Procedure, 1908, but shall be guided by the principles of natural justice and, subject to the other 
provisions of this Act, the Adjudicating Authority shall have powers to regulate its own 
procedure. (Sub-section 15) 

Adjudication [Section 8] 
(1) Serving of notice by adjudicating Authority: On receipt of a complaint under section 

5(5), or applications made under section 17(4) or under section 18(10), if the Adjudicating 
Authority has reason to believe that any person has committed an offence under section 3 
or is in possession of proceeds of crime, it may serve a notice of not less than 30 days on 
such person calling upon him to indicate the sources of his income, earning or assets, out 
of which or by means of which he has acquired the property attached under section 5(1), 
or, seized or frozen under section 17 or section 18, the evidence on which he relies and 
other relevant information and particulars, and to show cause why all or any of such 
properties should not be declared to be the properties involved in money-laundering and 
confiscated by the Central Government. 

 Where a notice under this sub-section specifies any property as being held by a person 
on behalf of any other person, a copy of such notice shall also be served upon such 
other person:  

 Where such property is held jointly by more than one person , such notice shall be 
served to all persons holding such property. [Sub-section 1] 

(2) Power of Adjudicating Authority: The Adjudicating Authority shall, after—  
(a)  considering the reply, if any, to the notice issued under sub-section (1);  
(b)  hearing the aggrieved person and the Director or any other officer authorised by him 

in this behalf; and  
(c)  taking into account all relevant materials placed on record before him,  

 by an order, record a finding whether all or any of the properties referred to in the notice 
issued under sub-section (1) are involved in money-laundering. 

 If the property is claimed by a person, other than a person to whom the notice had been 
issued, such person shall also be given an opportunity of being heard to prove tha t the 
property is not involved in money-laundering. [Sub-section 2] 

(3) Order of the adjudicating Authority: Where the Adjudicating Authority decides under 
sub-section (2) that any property is involved in money-laundering, he shall, by an order in 
writing, confirm the attachment of the property made under sub-section (1) of section 5 or 
retention of property or record seized or frozen under section 17 or section 18 and record 
a finding to that effect, whereupon such attachment or retention or freezing of th e seized 
or frozen property or record shall—  
(a)  continue during investigation for a period not exceeding ninety days or the pendency of 

the proceedings relating to any offence under this Act before a court or under the 
corresponding law of any other country, before the competent court of criminal 
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jurisdiction outside India, as the case may be; and  
(b)  become final after an order of confiscation is passed under sub-section (5) or sub-

section (7) of section 8 or section 58B or sub-section (2A) of section 60 by the Special 
Court [Sub-section 3] 

(4) In case of confirmation of provisional order: Where the provisional order of attachment 
made under section 5(1) has been confirmed under sub-section (3), the Director or any 
other officer authorised by him in this behalf shall forthwith take the possession of the 
property attached under section 5 or frozen under sub-section (1A) of section 17, in such 
manner as may be prescribed:  

 Provided that if it is not practicable to take possession of a property frozen under sub -
section (1A) of section 17, the order of confiscation shall have the same effect as if the 
property had been taken possession of. [Sub-section 4] 

(5) Powers of special Courts: Where on conclusion of a trial of an offence under this Act, 
the Special Court finds that the offence of money-laundering has been committed, it shall 
order that such property involved in the money laundering or which has been used for 
commission of the offence of money-laundering shall stand confiscated to the Central 
Government.  
Where on conclusion of a trial under this Act, the Special Court finds that the offence of 
money laundering has not taken place or the property is not involved in money-laundering, 
it shall order release of such property to the person entitled to receive it. [Sub-section (5) 
&(6)] 

(7) In case of no conduct of trial under this Act:  Where the trial under this Act cannot be 
conducted by reason of the death of the accused or the accused being declared a 
proclaimed offender or for any other reason or having commenced but could not be 
concluded, the Special Court shall, on an application moved by the Director or a person 
claiming to be entitled to possession of a property in respect of which an order has been 
passed under sub-section (3) of section 8, pass appropriate orders regarding confiscation 
or release of the property, as the case may be, involved in the offence of money-laundering 
after having regard to the material before it. 

(8) Restore of confiscated property: Where a property stands confiscated to the Central 
Government under sub-section (5), the Special Court, in such manner as may be 
prescribed, may also direct the Central Government to restore such confiscated property 
or part thereof of a claimant with a legitimate interest in the property, who may have 
suffered a quantifiable loss as a result of the offence of money laundering:  

 Provided that the Special Court shall not consider such claim unless it is satisfied that the 
claimant has acted in good faith and has suffered the loss despite having taken all 
reasonable precautions and is not involved in the offence of money laundering.  
Provided further that the Special Court may, if it thinks fit, consider the claim of the claimant for 
the purposes of restoration of such properties during the trial of the case in such manner as 
may be prescribed. [Sub-section 8] 
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Vesting of property in Central Government [Section 9] 
Where an order of confiscation has been made under sub-section (5) or sub-section (7) of 
section 8 or section 58B or sub-section (2A) of section 60 in respect of any property of a person, 
all the rights and title in such property shall vest absolutely in the Central Governmen t free from 
all encumbrances. 
 However, where the Special Court or the Adjudicating Authority, as the case may be, after 
giving an opportunity of being heard to any other person interested in the property attached 
under this Chapter, or seized or frozen under Chapter V, is of the opinion that any encumbrance 
on the property or lease-hold interest has been created with a view to defeat the provisions of 
this Chapter, it may, by order, declare such encumbrance or lease-hold interest to be void and 
thereupon the aforesaid property shall vest in the Central Government free from such 
encumbrances or lease-hold interest. 
Further, nothing in this section shall operate to discharge any person from any liability in respect 
of such encumbrances which may be enforced against such person by a suit for damages. 

6.  Appellate Tribunal 
Hierarchy under the Prevention of Money Laundering Act, 2002 

 
Section 48 provides for the following classes of authorities for the purposes of this Act, namely: -  
1. Director or Additional Director or Joint Director,  
2. Deputy Director,  
3. Assistant Director, and  
4. such other class of officers as may be appointed for the purposes of this Act.  
As per section 2(1) clause (b), Appellate Tribunal means the Appellate Tribunal referred to in 
section 25. 
Establishment of Appellate Tribunal [Section 25]  
The Appellate Tribunal constituted under sub-section (1) of section 12 of the Smugglers and 
Foreign Exchange Manipulators (Forfeiture of Property) Act, 1976 shall be the Appellate  
Tribunal for hearing appeals against the orders of the Adjudicating Authority and the other 
authorities under this Act. 

High Court

Special Court

Appellate Tribunal

Adjudicating Authority
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Appeals to Appellate Tribunal [Section 26] 
Section 26 deals with the right and time frame to make an appeal to the Appellate Tribunal.  
1. Appeal by Director or any other person: The Director or any person aggrieved by an 

order made by the Adjudicating Authority under this Act  may prefer an appeal to the 
Appellate Tribunal.  

 The appeal shall be filed within a period of 45 days from the date on which a copy of the 
order made by the Adjudicating Authority is received and it shall be in such form and be 
accompanied by prescribed fees.  

2. Appeal by reporting entity: Any reporting entity aggrieved by any order of the Director 
made under sub-section (2) of section 13 may prefer an appeal to the Appellate Tribunal . 

 The appeal shall be filed within a period of 45 days from the date on which a copy of the 
order made by the Director is received and it shall be in such form and be accompanied 
by prescribed fees.  

3. Condonation of delay: The Appellate Tribunal may, after giving an opportunity of being 
heard, entertain an appeal after the expiry of the said period of forty -five days if it is 
satisfied that there was sufficient cause for not filing it within that period.  

4. Passing of Order: On receipt of an appeal, the Appellate Tribunal may, after giving the 
parties to the appeal an opportunity of being heard, pass such orders thereon as it thinks 
fit, confirming, modifying or setting aside the order appealed against.  

5. Copy of Order: The Appellate Tribunal shall send a copy of every order made by it to the 
parties to the appeal and to the concerned Adjudicating Authority or the Director, as the 
case may be.  

6. Time frame for disposing off appeal: The appeal filed before the Appellate Tribunal shall 
be dealt with by it as expeditiously as possible and endeavour shall be made by it to 
dispose of the appeal finally within 6 months from the date of filing of the appeal. 

Power of the Appellate Tribunal [Section 35] 
As per section 35(1), the Appellate Tribunal shall not be bound by the procedure laid down by 
the Code of Civil Procedure, 1908, but shall be guided by the principles of natural justice and, 
subject to the other provisions of this Act, the Appellate Tribunal shall have powers to regulate 
its own procedure. According to section 35 (2), the Appellate Tribunal shall have, for the 
purposes of discharging its functions under this Act, the same powers as are vested in a civil 
court under the Code of Civil Procedure, 1908 while trying a suit, in respect of the following 
matters, namely:- 
(a)  summoning and enforcing the attendance of any person and examining him on oath;  
(b)  requiring the discovery and production of documents;  
(c)  receiving evidence on affidavits;  
(d)  subject to the provisions of sections 123 and 124 of the Indian Evidence Act, 1872, 

requisitioning any public record or document or copy of such record or document from any 
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office;  
(e)  issuing commissions for the examination of witnesses or documents;  
(f)  reviewing its decisions;  
(g)  dismissing a representation for default or deciding it ex parte;  
(h)  setting aside any order of dismissal of any representation for default or any ord er passed 

by it ex parte; and  
(i)  any other matter, which may be, prescribed by the Central Government.  
The Appellate Tribunal may transmit any order made by it to a civil court having local jurisdiction 
and such civil court shall execute the order as if it were a decree made by that court. 
Distribution of business to the benches with decision to be by majority Where any 
Benches are constituted, the Chairman may, from time to time, by notification, make provisions as 
to the distribution of the business of the Appellate Tribunal amongst the Benches and also provide 
for the matters which may be dealt with by each Bench. [section 36] 
If the Members of a Bench consisting of two Members differ in opinion on any point, they shall 
state the point or points on which they differ, and make a reference to the Chairman who shall 
either hear the point or points himself or refer the case for hearing on such point or points by 
third Member of the Appellate Tribunal and such point or points shall be decided according to 
the opinion of the majority of the Members of the Appellate Tribunal who have heard the case, 
including those who first heard it.[Section 38] 
Civil court not to have jurisdiction [Section 41] 
No civil court shall have jurisdiction to entertain any suit or proceeding in respect of any matter 
which the Director, an Adjudicating Authority or the Appellate Tribunal is empowered by or under 
this Act to determine and no injunction shall be granted by any court  or other authority in respect 
of any action taken or to be taken in pursuance of any power conferred by or under this Act.  
Appeal to High Court [Section 42] 
Time period of filing an appeal to Hign Court: Any person aggrieved by any decision or order 
of the Appellate Tribunal may file an appeal to the High Court within 60 days from the date of 
communication of the decision or order of the Appellate Tribunal to him on any question of law 
or fact arising out of such order. 
Extension of time period: The High Court may, if it is satisfied that the appellant was prevented 
by sufficient cause from filing the appeal within the said period, allow it to be filed within a further 
period not exceeding sixty days.  

Jurisdiction of High Court:   

Where any person is an 
aggrieved party 

Appeal shall be filed in the High Court within the 
jurisdiction of which the aggrieved party ordinarily 
resides or carries on business or personally works for 
gain; and 
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where the Central Government is 
the aggrieved party 

Appeal shall be filed in the High Court within the 
jurisdiction of which the respondent, or in a case where 
there are more than one respondent, any of the 
respondents, ordinarily resides or carries on business or 
personally works for gain. 

7.  Special Courts 
“Special Court” means a Court of Session designated as Special 

Court under sub-section (1) of section 43. 
Sections 43 – 47 deals with provision relating to Special Courts.  
Section 43 empowers the Central Government in consultation with 
the Chief Justice of the High Court for trial of offence of money 
laundering (offence punishable under section 4), to designate one 
or more Courts of Sessions as Special Court or Special Courts for such area or areas or for 
such cases as may be prescribed in the notification to this effect.  
Jurisdiction of special court: Section 44 clearly provides for the offences triable by Special 
Courts. It overrides the provisions of the Code of Criminal Procedure, 1973 and provides that –  
(i)  an offence punishable under section 4 and any scheduled offence connected to the offence 

under that section shall be triable by the Special Court constituted for the area in which the 
offence has been committed. The Special Court, trying a scheduled offence before the 
commencement of this Act, shall continue to try such scheduled offence; or   

(ii) a Special Court may, upon a complaint made by an authority authorised in this behalf under 
this Act take cognizance of offence under section 3, without the accused being committed 
to it for trial; or 

(iii) if the court which has taken cognizance of the scheduled offence is other than the Special 
Court which has taken cognizance of the complaint of the offence of money-laundering 
under sub-clause (b), it shall, on an application by the authority authorised to file a 
complaint under this Act, commit the case relating to the scheduled offence to the Special 
Court and the Special Court shall, on receipt of such case proceed to deal with it from the 
stage at which it is committed; or 

(iv) a Special Court while trying the scheduled offence or the offence of money-laundering shall 
hold trial in accordance with the provisions of the Code of Criminal Procedure , 1973, as it 
applies to a trial before a Court of Session. 

The provisions of Section 44 shall not be deemed to affect the special powers of the High Court 
regarding bail under section 439 of the Code of Criminal Procedure, 1973 and the High Court 
may exercise such powers including the power under clause (b) of sub-section (1) of that section 
as if the reference to "Magistrate" in that section includes also a  reference to a "Special Court" 
designated under section 43. 
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Nature of offences: Section 45 provides that the offences under the Act shall be cognizable 
and non-bailable. Notwithstanding anything contained in the Code of Criminal Procedure, 1973, 
no person accused of an offence under this Act shall be released on bail or on his own bond 
unless- 
(i) The Public Prosecutor has been given an opportunity to oppose the application for such 

release and  
(ii) Where the Public Prosecutor opposes the application, the court is satisfied that there are 

reasonable grounds for believing that he is not guilty of such offence and that he is not 
likely to commit any offence while on bail. 

In case of any person who is under the age of 16 years or in case of a woman or in case of a 
sick or infirm or is accused either on his own or along with other co-accused of money-laundering 
a sum of less than one crore rupees may be released on  bail, if the special court so directs 
Cognizance of offence on complaint: The Special Court cannot take cognizance of any 
offence under the Act, unless a complaint in writing is made by:- 
(a) The Director or  
(b) Any officer of the Central Government or a State Government authorised in writing in this 

behalf by the Central Government by a general or special order made in this behalf by that 
Government. 

Investigation of offence: Notwithstanding anything contained in the Code of Criminal 
Procedure, 1973, or any other provision of this Act, no police officer shall investigate into an 
offence under this Act unless specifically authorised, by the Central Government by a general 
or special order, and, subject to such conditions as may be prescribed.  
The limitation on granting of bail is in addition to the limitations under the Code of Criminal 
Procedure, 1973 or any other law for the time being in force on granting of bail. 
Application of Cr.P.C to the proceedings before a Special Court: Section 46 provides that 
the provisions of the Code of Criminal Procedure, 1973 (including the provisions as to bails or 
bonds) shall apply to the proceedings before a Special Court and the Special Court shall be 
deemed to be a Court of Session and the persons conducting the prosecution before the Special 
Court, shall be deemed to be a Public Prosecutor. However, the Central Government may also 
appoint for any case or class or group of cases a Special Public Prosecutor. 
Appeal and revision: Section 47 empowers the High Court to exercise (so far as applicable) all 
the powers granted by Chapter XXIX or Chapter XXX of the Code of Criminal Procedure 1973 
on Special Court within its jurisdiction, as if a Special Court within the local limits of the 
jurisdiction of the High Court were a Court of Session trying cases within the local limits of the 
jurisdiction of the High Court. 

8. Reciprocal Arrangement for Assistance in Certain Matters  
Definitions 
“Corresponding law” means any law of any foreign country corresponding to any of the 
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provisions of this Act or dealing with offences in that country corresponding to any of the 
scheduled offences 
“Offence of cross border implications”, means— (i) any conduct by a person at a place 
outside India which constitutes an offence at that place and which would have constituted an 
offence specified in Part A, Part B or Part C of the Schedule, had it been committed in India and 
if such person 2 [transfers in any manner] the proceeds of such conduct or part thereof to India; 
or (ii) any offence specified in Part A, Part B or Part C of the Schedule which has been committed 
in India and the proceeds of crime, or part thereof have been transferred to a  place outside India 
or any attempt has been made to transfer the proceeds of crime, or part thereof from India to a 
place outside India.  
Explanation.—Nothing contained in this clause shall adversely affect any investigation, enquiry, 
trial or proceeding before any authority in respect of the offences specified in Part A or Part B 
of the Schedule to the Act before the commencement of the Prevention of Money  laundering 
(Amendment) Act, 2009. 
According to section 55, unless the context otherwise requires- 
“Contracting State” means any country or place outside India in respect of which 
arrangements have been made by the Central Government with the Government of such country 
through a treaty or otherwise;  

 
"Identifying" includes establishment of a proof that the property was derived from, or used in 
the commission of an offence under section 3; 
"Tracing" means determining the nature, source, disposition, movement, title or ownership of 
property. 
Agreements with foreign countries [Section 56] 
1. The Central Government may enter into an agreement with the Government of any country 

outside India for—  
(a)  enforcing the provisions of this Act;  
(b)  exchange of information for the prevention of any offence under this Act or under the 

corresponding law in force in that country or investigation of cases relating to any 
offence under this Act,  

 and may, by notification in the Official Gazette, make such provisions as may be necessary 
for implementing the agreement.  

2. The Central Government may, by notification in the Official Gazette, direct that the 
application of this Chapter in relation to a contracting State with which reciprocal 

Contracting 
State

any country or place outside India 

arrangement is made by CG with the  other country

Through Treaty or otherwise
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arrangements have been made, shall be subject to such conditions, exceptions or 
qualifications as are specified in the said notification.  

 
Letter of request to a contracting State in certain cases [Section 57] 
1. Issue of letter of request: If, in the course of an investigation into an offence or other 

proceedings under this Act, an application is made to a Special Court by the Investigating 
Officer or any officer superior in rank to the Investigating Officer that any evidence is 
required in connection with investigation into an offence or proceedings under this Act and 
he is of the opinion that such evidence may be available in any place in a contracting State, 
and the Special Court, on being satisfied that such evidence is required in connection with 
the investigation into an offence or proceedings under this Act, may issue a letter of request 
to a court or an authority in the contracting State competent to deal with such  request to-  
(i)  examine facts and circumstances of the case,  
(ii)  take such steps as the Special Court may specify in such letter of request, and  
(iii)  forward all the evidence so taken or collected to the Special Court issuing such letter 

of request.  
2. Transmission of letter of request: The letter of request shall be transmitted in such 

manner as the Central Government may specify in this behalf.  
3. Letter of request to be deemed as an evidence: Every statement recorded or document 

or thing received shall be deemed to be the evidence collected during the course of 
investigation.  

CG aggrement with Other country (for)

Enforcing the 
provisions of this Act

Exchange of 
information

Prevention of any 
offence under this Act

Prevention of offence 
under corresponding 

law in force in that 
country

Investigation of cases 
relating to any offence 

under this Act
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Assistance to a contracting State in certain cases [Section 58] 
Where a letter of request is received by the Central Government from a court or authority in a 
contracting State requesting for investigation into an offence or proceedings under this Act and 
forwarding to such court or authority any evidence connected therewith, the Central Government 
may forward such letter of request to the Special Court or to any authority under the Act as it 
thinks fit for execution of such request in accordance with the provisions of this Act or, as the 
case may be, any other law for the time being in force.  

 
Letter of request of a contracting State or authority for confiscation or release the 
property[Section 58B] 
Where the trial under the corresponding law of any other country cannot be conducted by - 
• reason of the death of the accused, or  
• the accused being declared a proclaimed offender, or  
• for any other reason, or  
• having commenced but could not be concluded,  
the Central Government shall on receipt of a letter of request from a court or authority in a 
contracting State requesting for confiscation or release of property, as the case may be, forward 
the same to the Director to move an application before the Special Court and upon such 

Letter of 
request to 
contracting 
state

When: When an application is received by Special court that any evidence is required  in 
respect of investigation

From whom: (i) by the Investigating Officer or 
(ii) any officer superior in rank to the Investigating Office 

Opinion of officer: That such evidence may be available with contracting state

Statisfaction of Special Court: is necessary

Letter to whom: to a court or an authority in the contracting State competent to deal 
with such request

Letter of 
request from 
Contracting 
state

Received by: CG

From: Contracting State

For: request for investigation into an offence or proceedings under this Act 

Forward to: CG forward the request 
to:

(i) Special Court 
(ii) to any authority under the Act as it thinks fit for 
execution of such request
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application the Special Court shall pass appropriate orders regarding confiscation or release of 
such property involved in the offence of money-laundering. 
Attachment, seizure and confiscation, etc., of property in a contracting State or 
India[Section 60] 
(1)  Where the Director has made an order for attachment of any property under section 5 or 

for freezing under sub-section (1A) of section 17 or where an Adjudicating Authority has 
made an order relating to a property under section 8 or where a Special Court has made 
an order of confiscation relating to a property under sub-section (5) or sub-section (6) of 
section 8, and such property is suspected to be in a contracting State, the Special Court, 
on an application by the Director or the Administrator appointed under sub-section (1) of 
section 10, as the case may be, may issue a letter of request to a court or an authority in 
the contracting State for execution of such order. 

(2)  Where a letter of request is received by the Central Government from a court or an authority 
in a contracting State requesting attachment, seizure, freezing or confiscation of the 
property in India, derived or obtained, directly or indirectly, by any person from the 
commission of an offence under a corresponding law committed in that contracting State, 
the Central Government may forward such letter of request to the Directo r, as it thinks fit, 
for execution in accordance with the provisions of this Act.  

(2A)  Where on closure of the criminal case or conclusion of trial in a criminal court outside India 
under the corresponding law of any other country, such court finds that the offence of 
money-laundering under the corresponding law of that country has been committed, 
the Special Court  shall, on receipt of an application from the Director for execution of 
confiscation under sub-section (2), order, after giving notice to the affected persons, that 
such property involved in money-laundering or which has been used for commission of the 
offence of money-laundering stand confiscated to the Central Government. 

(3)  The Director shall, on receipt of a letter of request, direct any au thority under this Act to 
take all steps necessary for tracing and identifying such property.  

(4)  The steps referred to in sub-section (3) may include any inquiry, investigation or survey in 
respect of any person, place, property, assets, documents, books  of account in any bank 
or public financial institutions or any other relevant matters.  

(5)  Any inquiry, investigation or survey referred to in sub-section (4) shall be carried out by an 
authority mentioned in sub-section (3) in accordance with such directions issued in 
accordance with the provisions of this Act. 

(6)  The provisions of this Act relating to attachment, adjudication, confiscation and vesting of 
property in the Central Government contained in Chapter III and survey, searches and 
seizures contained in Chapter V shall apply to the property in respect of which letter of 
request is received from a court or contracting State for attachment or confiscation of 
property. 

(7)  When any property in India is confiscated as a result of execution of a request from a 
contracting State in accordance with the provisions of this Act, the Central Government 
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may either return such property to the requesting State or compensate that State by 
disposal of such property on mutually agreed terms that would take into account deduction 
for reasonable expenses incurred in investigation, prosecution or judicial proceedings 
leading to the return or disposal of confiscated property. 

Procedure in respect of letter of request [Section 61]  
Every letter of request, summons or warrant, received by the Central Government from, and 
every letter of request, summons or warrant, to be transmitted to a contracting State under this 
Chapter shall be transmitted to a contracting State or, as the case may be, sent to the concerned 
Court in India and in such form and in such manner as the Central Government may, by 
notification, specify in this behalf. 

9.  Disclosure of Information [Section 66] 
(1) The Director or any other authority specified by him by a general or special order in this 

behalf may furnish or cause to be furnished to— 
(i)  any officer, authority or body performing any functions under any law relating to 

imposition of any tax, duty or cess or to dealings in foreign exchange, or prevention 
of illicit traffic in the narcotic drugs and psychotropic substances under the Narcotic 
Drugs and Psychotropic Substances Act, 1985; or 

(ii)  such other officer, authority or body performing functions under any other law as the 
Central Government may, if in its opinion it is necessary so to do in the public interest, 
specify, by notification in the Official Gazette, in this behalf, any information received 
or obtained by such Director or any other authority, specified by him in the 
performance of their functions under this Act, as may, in the opinion of the Director 
or the other authority, so specified by him, be necessary for the purpose of the officer, 
authority or body specified in clause (i) or clause (ii) to perform his or its functions 
under that law. 

(2)  If the Director or other authority specified under sub-section (1) is of the opinion, on the 
basis of information or material in his possession, that the provisions of any other law for 
the time being in force are contravened, then the Director or such other authority shall 
share the information with the concerned agency for necessary action . 

10.  Recovery of Fine or penalty  
Punishment for vexatious search [Section 62] 
Any authority or officer exercising powers under this Act or any rules made thereunder, who, 
without reasons recorded in writing,- 
(a)  searches or causes to be searched any building or place; or 
(b)  detains or searches or arrests any person, shall for every such offence be liable on 

conviction for imprisonment for a term which may extend to two years or fine which may 
extend to fifty thousand rupees or both.  
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Punishment for false information or failure to give information, etc. [Section 63] 
1.  Any person wilfully and maliciously giving false information and so causing an arrest or a 

search to be made under this Act shall on conviction be liable for imprisonment for a term 
which may extend to two years or with fine which may extend to fifty thousand rupees or 
both.  

2.  If any person,- 
(a)  being legally bound to state the truth of any matter relating to an offence under section 

3, refuses to answer any question put to him by an authority in the exercise of its 
powers under this Act; or  

(b)  refuses to sign any statement made by him in the course of any proceedings under 
this Act, which an authority may legally require to sign; or  

(c)  to whom a summon is issued under section 50 either to attend to give evidence or 
produce books of account or other documents at a certain place and time, omit s to 
attend or produce books of account or documents at the place or time,  

 he shall pay, by way of penalty, a sum which shall not be less than 500 rupees but which 
may extend to 10,000 rupees for each such default or failure.  

3.  No order under this section shall be passed by an authority referred to in sub -section (2) 
(i.e. point 2 above) unless the person on whom the penalty is proposed to be imposed is 
given an opportunity of being heard in the matter by such authority. 

4.  Notwithstanding anything contained in clause (c) of sub-section (2), a person who 
intentionally disobeys any direction issued under section 50 shall also be liable to be 
proceeded against under section 174 of the Indian Penal Code.  

Cognizance of offences [Section 64] 
1.  No court shall take cognizance of any offence under section 62 or sub-section (1) of section 

63 except with the previous sanction of the Central Government.  
2.  The Central Government shall, by an order, either give sanction or refuse to give sanction 

within ninety days of the receipt of the request in this behalf.  
Code of Criminal Procedure, 1973 to apply [Section 65] 
The provisions of the Code of Criminal Procedure, 1973 shall apply, in so far as they are not 
inconsistent with the provisions of this Act, to arrest, search and seizure, attachment, 
confiscation investigation, prosecution and all other proceedings under this Act.  
Recovery of fine or penalty [Section 69] 
Where any fine or penalty imposed on any person under section 13 or section 63 is not paid 
within six months from the day of imposition of fine or penalty, the Director or any other officer 
authorised by him in this behalf may proceed to recover the amount from the said person in the 
same manner as prescribed in Schedule II of the Income-tax Act, 1961 for the recovery of 
arrears and he or any officer authorised by him in this behalf shall have all the powers of the 
Tax Recovery Officer mentioned in the said Schedule for the said purpose. 
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Offences by companies [Section 70] 
1.  Where a person committing a contravention of any of the provisions of this Act or of any 

rule, direction or order made thereunder is a company, every person who, at the time the 
contravention was committed, was in charge of and was responsible to the company, for 
the conduct of the business of the company as well as the company, shall be deemed to 
be guilty of the contravention and shall be liable to be proceeded against and punished 
accordingly.  

 Nothing contained in this sub-section shall render any such person liable to punishment if 
he proves that the contravention took place without his knowledge or that he exercised all 
due diligence to prevent such contravention.  

2.  Notwithstanding anything contained in sub-section (1), where a contravention of any of the 
provisions of this Act or of any rule, direction or order made thereunder has been committed 
by a company and it is proved that the contravention has taken place with the consent or 
connivance of, or is attributable to any neglect on the part of any director, manager, 
secretary or other officer of any company, such director, manager, secretary or other officer 
shall also be deemed to be guilty of the contravention and shall be liable to be proceeded 
against and punished accordingly.  

 Explanation 1- For the purposes of this section,  
(i)  “Company” means any body corporate and includes a firm or other association of 

individuals; and  
(ii)  “Director”, in relation to a firm, means a partner in the firm.  

 Explanation 2- For the removal of doubts, it is hereby clarified that a company may be 
prosecuted, notwithstanding whether the prosecution or conviction of any legal juridical 
person shall be contingent on the prosecution or conviction of any individual.  

Act to have overriding effect [Section 71] 
The provisions of this Act shall have effect notwithstanding anything inconsistent therewith 
contained in any other law for the time being in force. 
Continuation of proceedings in the event of death or insolvency [Section 72] 
1.  Where-  

(a)  any property of a person has been attached under section 8 and no appeal against 
the order attaching such property has been preferred; or  

(b)  any appeal has been preferred to the Appellate Tribunal, and-  
(i)   in a case referred to in clause (a), such person dies or is adjudicated an insolvent 

before preferring an appeal to the Appellate Tribunal; or  
(ii)   in a case referred to in clause (b), such person dies or is adjudicated an insolvent 

during the pendency of the appeal,  
  then, it shall be lawful for the legal representatives of such person or the official 
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assignee or the official receiver, as the case may be, to prefer an appeal to the 
Appellate Tribunal or as the case may be, to continue the appeal before the Appellate 
Tribunal, in place of such person and the provisions of section 26 shall, so far as may 
be, apply, or continue to apply, to such appeal.  

2.  Where-  
(a)  after passing of a decision or order by the Appellate Tribunal, no appeal has been 

preferred to the High court under section 42; or  
(b)  any such appeal has been preferred to the High Court,-  

 then-  
(i)  in a case referred to in clause (a), the person entitled to file the appeal dies or is 

adjudicated an insolvent before preferring an appeal to the High Court, or  
(ii)  in a case referred to in clause (b), the person who had filed the appeal dies or is 

adjudicated an insolvent during the pendency of the appeal before the High Court,  
 then, it shall be lawful for the legal representatives of such person, or the official assignee 

or the official receiver, as the case may be, to prefer an appeal to the High Court or to 
continue the appeal before the High Court in place of such person and the provisions of 
section 42 shall, so far as may be, apply, or continue to apply, to such appeal.  

3.  The powers of the official assignee or the official receiver under sub-section (1) or sub-
section (2) shall be exercised by him subject to the provisions of the Presidency -towns 
Insolvency Act, 1909 or the Provincial Insolvency Act, 1920, as the case may be.  

11.  Conclusion 
Does money laundering mean siphoning of fund. No, not just siphoning of fund, it actually refers 
to a whole process or an entire system by which money is actually generated from serious 
crimes as listed above, but they are given such shape (by disguising i ts origin into a series of 
transactions) that it looks like it has originated from legitimate sources. The point to note is that 
the volume of money generated by above activities is also very huge. But the fact remains how 
does it effect us. The answer lies in observing the continuous increase in terrorist or militant or 
other criminal activities worldwide (wide spreading global network of terrorists and others who 
deal in above crimes) and we cannot be ignorant to the fact that such activities need huge 
funding and they generate large volume of money. To curb the criminal activities, one needs to 
follow and hit at this generation and utilization of revenue. PLMA, 2002 aims to achieve this. So, 
money laundering is simply giving shape to the financial structure required and generated from 
serious crimes as listed above. For example, a criminal may deposit all his money into a bank 
account or purchase a fixed deposit or even buy a property. But sudden appearance of such a 
transaction, invites the attraction of one and all. Hence he may resort to money laundering by 
making cash purchases from the market and then selling the goods in the legal manner and at 
the end create an impression that the money has come from the sales and not from the criminal 
activities. So the money has been disguised by entering into a series of transactions and its 
origin now looks legitimate. India has followed the recommendations of Financial Action Task 
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Force (FATF) and criminalized money laundering. FATF is an international government body.  
Financial Intelligence Unit of India (FIU_IND) was also set up at New Delhi with an objective to 
coordinate and strengthen the collection and sharing of financial intelligence through an 
effective national, regional and global network to combat money laundering and all the related 
crimes. The subject is a major issue of concern at the international level and all sectors of 
business across the globe, like insurance, retail, real-estate, stock –market, entertainment – just 
to name a few are getting flooded with money and more money and at this stage we can certainly 
doubt, that it might be a case of money – laundering. Hence the need, significance and scope 
of operation of Prevention of Money Laundering Act, 2002. 
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