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trade-based money laundering

What is it?
Money laundering is the processing of criminal proceeds to disguise their illegal 
origin. it is typically used to disguise the profits of illegal arms sales, smuggling and 
organised crime, including drug trafficking and prostitution rings. 

how it works
illegal profits can be introduced into the financial system by depositing small 
amounts directly into a bank account, or by purchasing cheques or money orders 
that are collected and deposited into accounts at another location.

After the funds have entered the financial system, the money is converted or 
moved around to distance it from the source. The launderer might disguise the 
transfers as payments for goods or services. After that, the money can re-enter  
the legitimate economy. it is often invested in real estate, luxury assets or  
business ventures. 

south africa is a member of the eastern 
and southern africa anti-money 
laundering group, a regional body that 
subscribes to global standards to 
combat money laundering 
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case study: tobacco smuggling

Two subjects are in custody for operating a tobacco smuggling 
company/syndicate (ghost exports). Tobacco products were 
bought locally, to be exported to African countries, but instead 
the cargo was sold in South Africa. 

Corrupt officials at the border post provided the syndicate  
with fraudulent export documents. The syndicate claimed a  
14 percent VAT refund on the “exports”. As a result, SARS 
incurred financial losses of R90 million. The subjects were 
arrested in November 2011 for contraventions of the Customs 
and Excise Act.

The FIC’s investigation identified the subjects’ various bank 
accounts, assets and business entities.

The FIC used its legislative power to prevent money withdrawals 
from these accounts. About R1.4 million of suspected crime 
proceeds was secured.

A restraining order was obtained on three properties with 
household content valued at R6 million, six cars and nine 
truck and trailers valued at R20 million, and a motorbike worth 
R100 000. This restraining order ensures that the subjects do 
not sell these assets. 

The subjects are still in custody and have not applied for bail. 
The case is under further investigation.
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Court confirms r370m asset-seizure order4

An excerpt from the Mail & Guardian – Sapa
22 March 2007 

A R370 million asset-seizure order -- one of the largest ever – 
against a tobacco mogul and his co-accused was confirmed in the 
Pretoria High Court on Thursday.

Judge Willie van der Merwe confirmed a provisional restraining 
order against the assets of tobacco millionaire NAME REMOVED 
and his 12 co-accused.

The national director of public prosecutions last month obtained 
the urgent provisional order, allowing the Asset-Forfeiture Unit to 
seize assets worth R370 million pending the final outcome and a 
possible forfeiture order in a criminal trial.

The unit could not trace assets to the full amount, but seized items 
worth over R70 million.

They included 10 light aircraft, a private helicopter and several 
luxury cars. They were seized from NAME REMOVED, his co-
accused and their 36 business entities, including Phoebus Apollo 
Aviation, based at Rand Airport.

The curator appointed to take control of the assets was also 
authorised to search for further assets, including gifts to other 
parties.

NAME REMOVED and the others pleaded not guilty in the Pretoria 
Regional Court in May 2004 on over 7 200 charges of fraud and 
contravening the Prevention of Organised Crime Act, including 
racketeering.

4 http://mg.co.za/printformat/single/2007-03-22-court-confirms-r370m-assetseizure-order/
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The state accused them of running an international cigarette-
smuggling syndicate involving submitting false export 
documentation by which they allegedly falsely represented to 
the South Africa Revenue Service (SARS) that large quantities of 
cigarettes had been exported by some of them.

The cigarettes were purportedly exported to African countries, but 
were in reality allegedly sold in South Africa. The scheme allegedly 
enabled the syndicate to fraudulently claim back the input VAT from 
SARS and to evade excise duties.

SARS paid out over R58 million to a number of the close 
corporations due to the alleged false VAT returns. Four of the 
accused also allegedly evaded paying excise duties of over  
R147 million in respect of duty free cigarettes to the value of  
over R312 million.… 


