
1

MoneyLaundering.com 15th Annual International Anti-MoneyLaundering Conference
March 15-17. 2010 | The Westin Diplomat | Hollywood, Florida

MoneyLaundering.com 15th Annual International Anti-Money Laundering Conference
March 15-17. 2010 | The Westin Diplomat | Hollywood, Florida

1

Mitigating the Money Laundering and Terrorist 
Financing Risks in Free Trade Zones

Simon Dilloway

Principal ‐ Lopham Consultancy

United Kingdom
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Free Trade Zone Definition

• An area or regime within a country under special customs and/or tax
• controls, in which enterprises are licensed to conduct business or
• provide services for export purposes through the granting of special
• incentives to stimulate their development.
• Such areas could include, among others:
• ‐The receipt of goods duty free for processing and export;
• ‐The provision of financial services such as banking, brokerage
• services and insurance;
• ‐The provision of services such as tourism and gambling;
• ‐The provision of technology based services;
• ‐The provision of services with the petroleum industry.

Caribbean FATF Port of Spain, March 29th, 2001

Over 3000 in over 100 countries 
globally
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Why not have a second passport?

• St. Kitts Passport  (Free Trade Zone)
• Single Applicant Fee is US$35,000 + Investment of 
US$350,000 + Legal Fees & Background Checks. The 
US$350,000 investment property may be used by 
the applicant and later sold.  Tax Free on Foreign 
Income, Capital Gains, Wealth, Gift & Inheritance 
Tax. 

• Dual Citizenship is Allowed and is not reported to 
other countries. Visa Free travel to more than 100 
countries
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Trade Based Money Laundering

Trade‐based money laundering is defined as 
the process of disguising the proceeds

of crime and moving value through the use of 
trade transactions in an attempt to legitimise 
their illicit origin.

FATF Report 2006
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Methods

• over‐ and under‐invoicing of goods and 
services;

• multiple invoicing of goods and services;

• over‐ and under‐shipments of goods and 
services; and

• falsely described goods and services.
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Examples

Exporter ships 1 million widgets @ $2 each

Hidden $1 million is moved from exporter to importer

Importer remits payment for 1 million widgets @ $1 each

Importing 
Company 
Country A

Exporting 
Company 
Country B



3

MoneyLaundering.com 15th Annual International Anti-Money Laundering Conference
March 15-17. 2010 | The Westin Diplomat | Hollywood, Florida

7

Examples

Importer remits payment for 1 million widgets @ $2 each

Hidden $1 million is moved from exporter to importer

Exporter ships 1.5 million widgets @ $2 each

Exporting 
Company 
Country E

Importing 
Company 
Country F
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Another technique used to launder funds involves issuing more 
than one invoice for the same international trade

transaction. By invoicing the same good or service more than 
once, a money launderer or terrorist financier is

able to justify multiple payments for the same shipment of 
goods or delivery of services. Employing a number of

different financial institutions to make these additional 
payments can further increase the level of complexity

surrounding such transactions.

Not a T Shirt

MoneyLaundering.com 15th Annual International Anti-Money Laundering Conference
March 15-17. 2010 | The Westin Diplomat | Hollywood, Florida

9

MONEY MOVED OUT OF THE UNITED STATES DUE TO:

Import Prices >150% of Average Country Import Price

Export Prices < 50% of Average Country Export Price

Year               Money Moved Out of U.S.

1993                    $ 97.35 Billion

1994                    $116.18 Billion

1995                    $136.76 Billion

Some Statistics

ZDANOWICZ  J.S. BEPRESS  2009
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MONEY MOVED OUT OF THE UNITED STATES DUE TO:

Import Prices > Upper Quartile Country Import Prices

Export Prices < Lower Quartile Country Export Prices

Year  Money Moved Out of U.S.

2004  $167.76 Billion

2005  $191.95 Billion

2006  $189.05 Billion

Some Statistics

ZDANOWICZ  J.S. BEPRESS  2009

MoneyLaundering.com 15th Annual International Anti-Money Laundering Conference
March 15-17. 2010 | The Westin Diplomat | Hollywood, Florida

11

Some Statistics

AL‐QAEDA BUSINESS INTERESTS

Commodities
Gum Arabic

Honey

Dates

Companies
Al Taqwa Management

Taba Investments

Ariana Afghan Airlines

Wadi al Aqiq
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RISK ASSESSMENT

CONSULT TRADE ANALYSIS FIGURES

www.usatradeonline.gov

http://comtrade.un.org
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RISK ASSESSMENT

NORMAL ML  & TF INDICATORS

ASSESS COUNTRY/COMMODITY RISK

FTZ INVOLVEMENT RAISES RISK

ASSESS SPECIFIC FTZ RISK

WATCH LIST COUNTRY INVOLVED?

FURTHER INVESTIGATION
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Thank you

QUESTIONS?

Simon Dilloway


