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ABSTRACT

Money laundering poses a significant threat to the integrity of financial systems and national security
worldwide, with India facing unique challenges due to its large informal economy, complex financial
networks, and emerging digital assets. This research paper provides a comprehensive analysis of
India’s anti-money laundering (AML) regulatory framework, tracing its evolution from the enactment
of the Prevention of Money Laundering Act (PMLA) in 2002 to recent amendments addressing
cryptocurrencies and enhanced compliance requirements. Through qualitative case studies of high-
profile scams such as the Punjab National Bank fraud and the 2G spectrum scandal, alongside
quantitative data on enforcement outcomes, the study evaluates the effectiveness of India’s
legislative and institutional mechanisms. While India has made significant strides in aligning with
global standards set by the Financial Action Task Force (FATF), challenges remain in enforcement
efficiency, technological adaptation, and inter-agency coordination. The paper concludes with
targeted recommendations emphasizing policy reforms, capacity building in digital forensics, and
public-private partnerships leveraging fintech innovations. Strengthening these areas is critical for
India to modernize its AML framework, effectively counter emerging risks, and enhance cooperation
in the global fight against money laundering.
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LINTRODUCTION enforcement gaps persist: only 02% of
suspicious transaction reports lead to
convictions, and asset confiscation rates lag
behind global benchmarks.

Money laundering poses a systemic threat to
global financial stability, enabling transnational
crime, terrorism, and governance erosion by

infiltrating legitimate economic systems with This study analyses India’s AML framework
illicit funds. For India, this risk is amplified by through three lenses:
a$1.2 trillion informal economy and

1. Regulatory Evolution: From the PMLA’s
inception to 2023  amendments
addressing cryptocurrencies.

entrenched practices like hawala networks,
which bypass regulated channels to move $10-
$15 Dbillion annually. Tax evasion further

exacerbates vulnerabilities, with unaccounted 2. Enforcement Efficacy: Assessing
wealth estimated at 10-12% of GDP, creating agencies  like  the  Enforcement
fertile ground for integrating illegal Directorate  (ED)  and  Financial
proceeds. Despite  legislative  strides  like Intelligence ~ Unit-India  (FIU-IND) in

the Prevention of Money Laundering Act
(PMLA), 20028%, and FATF-compliant reforms,

801 THE PREVENTION OF MONEY LAUNDERING ACT, No. 15 of
2003, INDIA CODE (2003).
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tackling high-profile cases like the PNB
fraud .8

3. Systemic Challenges: Structural barriers
such as technological lag in monitoring
digital transactions and fragmented
inter-agency coordination.

By dissecting these dimensions, the paper
identifies actionable reforms to strengthen
India’s defenses against evolving money
laundering threats.

2.THEORETICAL FRAMEWORK

Definition of Money Laundering under the
Prevention of Money Laundering Act (PMLA),
2002

Money laundering, as defined by India’s
Prevention of Money Laundering Act (PMLA),
2002, refers to the process of concealing the
origins of illegally obtained money, typically by
means of transfers involving foreign banks or
legitimate businesses, to make it appear as if it
has come from a lawful source. The Act
criminalizes the act of processing or attempting
to process the proceeds of crime, aiming to
prevent and control the flow of illicit funds within
the financial system.

Stages of Money Laundering®®
The process of money laundering is generally
understood to occur in three distinct stages,
each designed to obscure the illicit origin of
funds and integrate them into the legitimate
economy:

1. Placement
This is the initial phase where “dirty”
money enters the financial system.
Criminals introduce illicit cash into banks
or other financial institutions, often by
breaking down large amounts of cash
into smaller, less conspicuous sums—a
technique known as “structuring” or
“smurfing.” Placement can also involve
using cash-intensive businesses such as

802 Reserve Bank of India, Master Direction — Know Your Customer (KYC)
Direction, 2016, RBI/DBR/2015-16/18 Master Direction
DBR.AML.BC.No0.81/14.01.001/2015-16 (May 25, 2016).

803 V. K. AGARWAL, COMMENTARY ON THE PREVENTION OF
MONEY LAUNDERING ACT 45 (4th ed. 2022).
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casinos, car washes, or convenience
stores to disguise the origin of funds. The
primary goal at this stage is to distance
the money from its criminal source
without triggering suspicion or detection
by authorities.

2. Layering

Following placement, the layering stage
involves a series of complex financial
transactions intended to obscure the
money  trail. This may include
transferring funds between multiple
accounts, often across different
countries, purchasing and selling
investments, or using shell companies
and digital currencies to create a
convoluted web of transactions. The
objective is to sever the link between the
illicit funds and their source, making it
difficult for investigators to trace the
money. Layering is considered the most
intricate  and critical stage, as it
effectively disguises the illegal origins of
the money.

3. Integration
In the final stage, the laundered money
is reintroduced into the legitimate
economy, appedring as clean assets.
Criminals may invest in real estate,
luxury goods, or legitimate businesses,
allowing them to use the funds openly
without arousing suspicion. Integration
completes the laundering cycle by
enabling criminals to enjoy the proceeds
of their illegal activities under the guise
of legality.

International Standards and India’s Alignment
Globally, anti-money laundering efforts are
guided by the Financial Action Task Force
(FATF),  ®4which  issues comprehensive
recommendations to help countries establish
effective AML regimes. FATF's 40
Recommendations cover preventive measures,
enforcement, and international cooperation.

804 FATF, Anti-money laundering and counter-terrorist financing measures —
India, 2023, at 10.
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India has progressively aligned its AML
framework with these standards through the
enactment and subsequent amendments of
the PMLA. Notably, India has incorporated
provisions addressing emerging risks such as
virtual assets and cryptocurrencies, reflecting
FATF's evolving guidelines. The expansion of the
list of reporting entities and enhanced due
diligence measures demonstrate India’s
commitment  to meeting international
expectations and strengthening its AML
defences. This theoretical framework
establishes a clear understanding of money
laundering as defined legally in India, outlines
the operational stages criminals use to launder
illicit funds, and situates India’s regulatory
approach within the context of global AML
standards.

3.Evolution of India’s AML

Framework

Regulatory

India’'s approach to combating money
laundering has undergone significant
transformation over the past two decades,
evolving from a nascent legal framework to a
comprehensive regulatory system aligned with
international standards. This evolution reflects
India’'s commitment to safeguarding its
financial system against illicit activities and
adapting to emerging challenges such as
digital assets and cross-border financial
crimes.

3.1 Legislative Milestones?°®

The cornerstone of India’'s anti-money
laundering regime is the Prevention of Money
Laundering Act (PMLA), 2002, which marked a
pivotal moment in criminalizing money
laundering activities within the country. The
PMLA established a legal framework that not
only defined money laundering as a cognizable
offense but also empowered authorities to
investigate, prosecute, and confiscate proceeds
derived from unlawful activities. This Act laid the
foundation for a dedicated institutional
mechanism to tackle money laundering,

805 R. SINGH, “Money Laundering in India: Legislative and Enforcement
Issues,” 56 J. INDIAN L. INST. 123, 127 (2014).
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introducing the Enforcement  Directorate
(ED) 8°%®as the primary agency responsible for
enforcement and asset recovery.

Following the enactment of the PMLA, the
regulatory framework was further strengthened
through a series of rules and amendments
designed to enhance transparency and
compliance. The PML (Maintenance of Records)
Rules, 2005 were among the earliest regulatory
measures, mandating financial institutions and
other reporting entities to maintain detailed
records of transactions and report suspicious
activities to the Financial Intelligence Unit -
India (FIU-IND). These rules institutionalized
customer due diligence (CDD) and suspicious
transaction reporting (STR), critical tools in
detecting and preventing money laundering.

More recently, the 2023 Amendment to the
PMLA represented a landmark update reflecting
the evolving financial landscape. This
amendment expanded the scope of the Act to
explicitly include virtual digital assets such as
cryptocurrencies, recognizing their potential
misuse in laundering illicit funds. It introduced
stricter Know Your Customer (KYC) norms for
professionals including chartered accountants,
company secretaries, and other intermediaries,
thereby broadening the net of regulatory
oversight. The amendment also enhanced the
obligations of reporting entities to disclose
beneficial ownership information, aiming to
close loopholes exploited by shell companies
and complex ownership structures.

3.2 Role of Regulatory Bodies®’

The effectiveness of India’s AML framework is
heavily reliant on the coordinated functioning of
several key regulatory and enforcement bodies,
each with distinct but complementary roles.

. EnforcementDirectorate(ED):
The ED serves as the principal
investigative  agency tasked  with
enforcing the provisions of the PMLA. Its
responsibilities include probing money

800 THE BANK SECRECY ACT, 31 U.S.C. §§ 5311-5332 (2021).
807 S, SINGH, “Hawala Transactions and Money Laundering in India,” 9
INDIAN J. CRIMINOLOGY 43, 49 (2018).
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laundering offenses, attaching and
confiscating illicit assets, and
prosecuting  offenders. The  ED’s
investigative  powers  have  been
progressively enhanced through
legislative amendments, allowing it to
act swiftly against suspects and freeze
assets even before final convictions in
certain cases. The agency plays a
critical role in dismantling money
laundering networks and recovering
proceeds of crime.

Financial Intelligence Unit - India (FIU-
IND):

Established in 2004 under the Ministry of
Finance, FIU-IND acts as the national
center for receiving, analyzing, and
disseminating information related to
suspicious financial transactions. It
functions as the nerve center for
financial intelligence, facilitating
information sharing between domestic
enforcement agencies and international
counterparts. FIU-IND’s role is crucial in
identifying emerging money laundering
patterns and providing actionable
intelligence that aids investigations.

Reserve Bank of India (RBI):
As the central banking authority, the RBI
has been proactive in issuing AML
guidelines for banks and non-banking
financial ~ companies  (NBFCs). It
mandates stringent KYC procedures,
customer identification, and transaction
monitoring to prevent the misuse of the
banking system for laundering illicit
funds. RBI's regulatory oversight ensures
that financial institutions maintain
robust internal controls and compliance
mechanisms.

Securities and Exchange Board of India
(SEBI):

SEBI regulates the securities market and
has implemented comprehensive AML
and KYC norms for market
intermediaries and  investors.  Its

512 | Page

guidelines focus on preventing the use of
capital markets for money laundering by
enforcing due diligence, monitoring
suspicious trades, and ensuring
transparency in investor identities.

¢ Insurance Regulatory and Development
Authority of India (IRDAI):
IRDAI oversees the insurance sector,
enforcing AML measures tailored to
insurance products. It requires insurers
to conduct customer due diligence,
report suspicious transactions, and
maintain records, thereby safeguarding
the insurance industry from being
exploited for laundering activities.

India’s AML regulatory framework has matured
through a combination of robust legislation,
strategic amendments, and the establishment
of specialized agencies. The PMLA, 20028%, |aid
the legal foundation, while subsequent rules
and amendments—particularly those in 2005
and 2023—have expanded the scope and
strengthened compliance requirements. The
coordinated efforts of enforcement and
regulatory bodies such as the ED, FIU-IND, RBI,
SEBI, and |IRDAI ensure a multi-sectoral
approach to combating money laundering. The
recent inclusion of cryptocurrencies and virtual
digital assets within the regulatory ambit
underscores India’s recognition of emerging
threats and its commitment to evolving its AML
framework in line with global standards. As India
continues to integrate advanced technologies
and enhance inter-agency cooperation, its
regulatory framework is poised to address the
complexities of modern financial crimes more
effectively. This evolution reflects a dynamic
and adaptive regulatory environment aimed at
preservinG The integrity of India’s financial
system and contributing to the global fight
against money laundering and terrorist
financing.

808 Ministry of Finance, Government of India, Press Release on PMLA
Amendment, Mar. 7, 2023.
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4. CASE STUDIES AND ENFORCEMENT

CHALLENGES

India’s battle against money laundering has
been shaped by a series of high-profile cases
that have exposed deep-rooted vulnerabilities
in the country’s financial and regulatory
systems. These cases not only highlight the
ingenuity and scale of financial crimes but also
underscore the persistent challenges faced by
enforcement agencies in detection,
prosecution, and recovery of illicit assets.

4.1 Notable Cases

1. 26 Spectrum Scam?®
The 2G Spectrum case stands as one of
the most significant political and
corporate scandals in India’s history. The
scam involved the alleged underpricing
and arbitrary allocation of telecom
licenses, resulting in a massive loss to
the exchequer. Investigations revealed a
complex web of shell companies and
front entities used to launder bribe
money and illicit gains. The case brought
to light glaring loopholes in political and
corporate accountability, as well as the
ease with which public officials and
business  interests could  exploit
regulatory gaps. Despite extensive
investigations and public outcry, the
prosecution  struggled to  secure
convictions, highlighting the challenges

guarantees over several years, allowing
them to obtain massive overseas credit
without proper collateral. The scam went
undetected for years due to weak
internal controls, lack of effective due
diligence, and inadequate oversight
mechanisms within the banking sector.
The subsequent investigation led to
multiple arrests and asset seizures, but
the main accused fled the country, and
extradition proceedings remain
ongoing.This case exposed serious
deficiencies in banking sector vigilance
and the need for stronger compliance
and monitoring systems.

4.2 Enforcement Challenges

Enforcement Gaps®"
One of the most persistent challenges is
the gap between investigation and
successful prosecution. According to
official  statistics, the Enforcement
Directorate  (ED) has  registered
thousands of cases under the Prevention
of Money Laundering Act (PMLA), but the
conviction rate remains extremely low—
only 25 convictions out of over 5,400
cases in 17 years. Delays in the judicial
process, resource constraints, and the
complexity of financial crimes contribute
to this enforcement gap. Many high-
profile accused manage to evade arrest
by fleeing the country, further

in gathering admissible evidence and complicating efforts to bring
tracing money trails in politically perpetrators to justice.
sensitive cases. 2. Technological Adaptation
Fraud®® technology presents new challenges for
The PNB fraud, orchestrated by jewellers enforcement agencies. The increasing
India, involving fraudulent Letters of additional layers of anonymity, making it
Undertaking (LoUs) worth over 211,400 difficult to trace illicit transactions. While
13,500 crores. With the collusion of more recent amendments to the PMLA have
than 50 PNB employees, the accused brought virtual assets under regulatory
managed to secure hundreds of fake oversight, agencies often lack the
809 Centre for Public Interest Litigation v. Union of India, (2012) 3 SCC 1 811 Prevention of Money Laundering (Maintenance of Records) Rules, 2005,

810 Enforcement Directorate v. Nirav Modi, (2022) 10 SCC 1. G.S.R. 436(E), Gazette of India, May 1, 2005.
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technical expertise and advanced tools
required to monitor and analyze
complex digital transactions in real time.
This technological lag hampers the
ability to detect and prevent
sophisticated laundering schemes.

3. Informal Economy and Hawala
Networks
India’s vast informal economy,
characterized by cash-based

transactions and unregulated channels,
remains a fertile ground for money
laundering. Hawala networks, in
particular, facilitate the movement of
large sums of money across borders
without leaving a formal trail. These
underground systems operate outside
the purview of conventional banking and
regulatory oversight, making detection
and enforcement extremely challenging.
Despite periodic crackdowns, hawala
continues to be a preferred method for
laundering proceeds of crime, especially
in sectors like real estate, gold, and
cross-border trade.
The examination of landmark cases such as the
2G Spectrum scam and the PNB fraud reveals
not only the scale and sophistication of money
laundering operations in India but also the
systemic weaknesses that enable such crimes.
Enforcement agencies face significant hurdles,
from  limited resources and delayed
prosecutions to the challenges posed by new
technologies and the entrenched informal
economy. Addressing these challenges requires
a multi-pronged approach: strengthening
institutional capacity, embracing technological
advancements, and fostering greater inter-
agency and international cooperation. Only
then can India hope to close the enforcement
gap and build a more resilient defence against
money laundering.

5.COMPARATIVE ANALYSIS WITH GLOBAL
FRAMEWORKS

A comparative assessment of India’'s anti-
money laundering (AML) framework against
global standards—particularly those of the

514 | Page

United States and the European Union—reveals
both significant progress and persistent
challenges. Understanding these differences is
crucial for identifying best practices and areas
for reform.

United States: Bank Secrecy Act and Real-Time
Monitoring®?

The United States has long been recognized for
its robust AML regime, anchored by the Bank
Secrecy Act (BSA) of 1970 and strengthened by
subsequent legislation such as the USA PATRIOT
Act. The BSA requires financial institutions to
maintain detailed records, report large or
suspicious  transactions, and implement
rigorous customer due diligence. Notably, the
U.S. regulatory environment emphasizes real-
time transaction monitoring, allowing for the
swift detection and reporting of suspicious
activities. Agencies like the Financial Crimes
Enforcement Network (FINCEN)®® and the Office
of Foreign Assets Control (OFAC) play central
roles, with OFAC also administering targeted
sanctions against individuals and entities
involved in financial crimes. Furthermore, recent
legislation such as the Anti-Money Laundering
Act of 2020 has focused on beneficial ownership
transparency and expanded whistleblower
protections, further strengthening the U.S. AML
apparatus.

European Union: Cross-Border Cooperation
and AML Directives®

The European Union's AML framework is
distinguished by its series of Anti-Money
Laundering Directives (AMLDs), which set
harmonized standards  across member
states. The 4th AML Directive (2015)
emphasized a risk-based approach, enhanced
customer due diligence, and broadened the
definition of beneficial ownership. Subsequent
directives, including the 5th AML

812 United States v. $10,700.00 in U.S. Currency, 258 F. Supp. 3d 193, 200 (D.
Mass. 2017).

835 M. CHERIF BASSIOUNI, INTERNATIONAL EXTRADITION:
UNITED STATES LAW AND PRACTICE 98 (6th ed. 2014).

814 European Union, Directive (EU) 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,
2015 O.J. (1. 141) 73.
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Directive (2020), incorporated virtual currencies
and prepaid cards, while the6th AML
Directive (2021) expanded corporate
accountability and harmonized predicate
offenses for money laundering across the EU. A
key strength of the EU system is its emphasis
on cross-border cooperation—facilitated by
institutions like Europol and national Financial
Intelligence Units (FIUs)—which enables rapid
information  exchange and  coordinated
enforcement actions across jurisdictions.

India vs. Global Standards
Strengths:

e Progressive Legislative
Amendments®®: India has
demonstrated adaptability by updating
its AML laws to address emerging risks.
The 2023 amendment to the Prevention
of Money Laundering Act (PMLA) brought
cryptocurrencies and virtual digital
assets under regulatory oversight,
aligning with global moves to address
digital finance risks.

o Sector-Specific Guidelines: Regulatory
bodies such as the Reserve Bank of India
(RBI), Securities and Exchange Board of
India (SEBI), and Insurance Regulatory
and Development Authority of India
(IRDAI) have issued sector-specific AML
guidelines, mirroring the multi-layered
approach seen in the U.S. and EU

frameworks.
e Alignment with FATF
Recommendations: India has

incorporated most of the Financial
Action Task Force's (FATF) 40
Recommendations into its legal and
regulatory  system, reflecting its
commitment to international standards.

Weaknesses:

e Lower Conviction Rates: Despite
thousands of investigations, India’s rate

85 §. K. VERMA & M. AFZAL WANI, LEGAL RESEARCH AND
METHODOLOGY 201 (2d ed. 2021).
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of successful prosecutions for money
laundering remains significantly lower
than that of the US. and leading EU
states. This is often attributed to
procedural delays, evidentiary
challenges, and resource constraints
within enforcement agencies.

e Fragmented Inter-Agency
Coordination: Unlike the integrated and
real-time cooperation seen in the US.
(e.g, between FINCEN, OFAC, and law
enforcement) and the EU (via Europol
and  FIUs), India’'s  enforcement
landscape is characterized by
fragmented coordination among
agencies such as the Enforcement
Directorate, FIU-IND, and sectoral
regulators. This fragmentation can slow
investigations and weaken the overall
effectiveness of the AML regime.

e Technological Adaptation Gaps: While
the U.S. and EU have invested heavily in
advanced analytics and real-time
monitoring systems, India is still
developing the technological
infrastructure  needed to  monitor
complex digital transactions, especially
in the context of cryptocurrencies and
cross-border flows .

6.RECOMMENDATIONS

India’s anti-money laundering (AML) regime
has made notable progress, particularly with
the expansion of its legal framework and the
inclusion of digital assets under regulatory
oversight. However, persistent challenges—such
as fragmented enforcement, technological lag,
and the evolving complexity of financial
crimes—necessitate targeted reforms. The
following recommendations address policy,
capacity, and collaboration gaps to strengthen
India’s AML defences.

1. Policy Reforms

Harmonize State and Central Agencies for
Faster Investigations
A  major impediment to effective AML
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enforcement in India is the lack of seamless
coordination among various agencies at the
state and central levels. The current structure
often results in overlapping jurisdictions,
delayed investigations, and inefficient resource
allocation. To address this, a unified AML task
force should be established, comprising
representatives from the Enforcement
Directorate (ED), Financial Intelligence Unit-
India (FIU-IND), ®¢state police forces, and
sectoral regulators like the Reserve Bank of India
(RBI) and Securities and Exchange Board of
India (SEBI). This task force would streamline
intelligence sharing, prioritize high-risk cases,
and ensure that investigations proceed without
bureaucratic delays. A centralized case
management system could further enhance
transparency and accountability, reducing
duplication of efforts and expediting the
prosecution of offenders.

Mandate Blockchain Analytics for
Cryptocurrency Oversight
With the 2023 amendments to the PMLA, India
has brought cryptocurrencies and virtual digital
assets under the AML framework. However,
enforcement agencies often lack the tools and
expertise to monitor these transactions
effectively. Mandating the use of blockchain
analytics platforms for all registered crypto
exchanges and financial institutions can
provide real-time visibility ®”into digital asset
flows, flagging suspicious patterns such as
layering or integration of illicit funds. Regulatory
authorities should also require periodic audits of
crypto transactions and enforce strict penalties
for non-compliance. This approach will deter
misuse of digital assets for money laundering
and align India’s oversight with international
best practices.

2.Capacity Building

Train Law Enforcement in Digital Forensics and
Data Analysis
As financial crimes become more sophisticated,

816 FATF, Virtual Assets and Virtual Asset Service Providers: Guidance, June
2023, at 21.
817 THE COMPANIES ACT, No. 18 of 2013, § 90 (India).
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law enforcement agencies must be equipped
with advanced technical skills. Specialized
training programs in  digital forensics,
blockchain analysis, and big data analytics
should be made mandatory for officers
handling AML investigations8. Partnerships with
technology institutes and global AML
organizations can facilitate knowledge transfer
and ensure that Indian agencies are up to date
with the latest investigative techniques. Building
in-house forensic laboratories and investing in
advanced analytical tools will empower
agencies to trace complex money trails, recover
digital evidence, and secure higher conviction
rates.

3.Public-Private Partnerships®®

Leverage Fintech for Real-Time Transaction

Screening
The private sector, particularly fintech
companies, possesses cutting-edge

technologies for real-time transaction
monitoring and fraud detection. Establishing
formal  partnerships between regulatory
agencies and fintech firms can accelerate the
adoption of Al-powered transaction screening
systems across banks, NBFCs, and payment
platforms. These systems can analyze vast
volumes of transactions in real time, identify
anomalies, and generate alerts for further
investigation. Such collaboration will not only
improve detection rates but also foster a culture
of compliance and innovation within the
financial sector.

4.Additional Considerations®?®

e Strengthen Customer Due Diligence
(cbD): Regularly update and enforce
KYC norms, especially for politically
exposed persons (PEPs) and high-risk
sectors, as recommended by FATF.

e Enhance Beneficial Ownership
Transparency: Ensure that all reporting
entities maintain accurate and up-to-

818 S. KUMAR, “The Role of Technology in AML Compliance,” 12 NAT’L
L. SCH. J. 77, 84 (2020).

819 CHARLES DICKENS, BLEAK HOUSE 49-55 (Norman Page ed.,
Penguin Books 1971) (1853).
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date records of beneficial owners,
closing loopholes exploited by shell
companies.

e Continuous Risk Assessment: Conduct
periodic risk assessments of financial
institutions and non-profit organizations
to identify emerging vulnerabilities and
recalibrate AML strategies accordingly.

By implementing these recommendations, India
can move towards a more agile, technology-
driven, and collaborative AML framework. Such
reforms will not only enhance the country’s
ability to combat money laundering but also
bolster investor confidence and align India’s
financial system with global standards.

7. CONCLUSION

India’s anti-money laundering (AML) framework
has undergone significant evolution since the
enactment of the Prevention of Money
Laundering Act (PMLA) in 2002. Over the past
two decades, India has progressively
strengthened its legislative and regulatory
architecture to address the growing complexity
of financial crimes and align with international
standards. The establishment of specialized
agencies such as the Enforcement Directorate
(ED) and the Financial Intelligence Unit-India
(FIU-IND) has been central to this effort,
providing  dedicated enforcement and
intelligence capabilities. Furthermore, regulatory
authorities like the Reserve Bank of India (RBI),
Securities and Exchange Board of India (SEBI),
and Insurance Regulatory and Development
Authority of India (IRDAI) have introduced
sector-specific AML guidelines, enhancing the
overall robustness of the system.

Despite these advances, India’s AML framework
820requires further modernization to effectively
counter emerging risks. The rapid growth of
digital financial services, including
cryptocurrencies and virtual digital assets,
presents new challenges that traditional
mechanisms are not fully equipped to handle.
The 2023 amendments to the PMLA, which

820 S. P. SATHE, INDIAN CONSTITUTIONAL LAW 312 (8th ed. 2017).
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brought cryptocurrencies under regulatory
oversight and imposed stricter Know Your
Customer (KYC) norms on professionals, mark
important steps toward addressing these risks.
However, enforcement agencies still face
difficulties in monitoring and analyzing complex
digital transactions due to limited technological
capacity and expertise.

The success of India's AML efforts depends
heavily on integrating advanced technology
into  enforcement  processes. Real-time
transaction monitoring, blockchain analytics,
and artificial intelligence-driven tools can
significantly enhance the detection and
prevention of illicit financial flows. Strengthening
the technological infrastructure of agencies like
the ED and FIU-IND is essential to keep pace
with the increasingly sophisticated methods
employed by money launderers.

Equally critical is the need to bolster
enforcement mechanisms through improved
inter-agency coordination and  capacity
building. Fragmented responsibilities among
various central and state agencies often lead to
delays and inefficiencies in investigations and
prosecutions. A more harmonized approach,
with streamlined information sharing and joint
task forces, can accelerate case resolution and
increase conviction rates. Training law
enforcement personnel in digital forensics and
data analytics will further empower them to
tackle complex money laundering schemes
effectively.

Finally, fostering global cooperation remains
indispensable in combating money laundering,
which is inherently transnational. India’s active
engagement with international bodies such as
the Financial Action Task Force (FATF) and the
Asia/Pacific Group on Money Laundering (APG)
has helped align its AML framework with global
standards®?. Continued collaboration  with
foreign enforcement agencies, participation in
mutual legal assistance treaties, and
adherence to international best practices will

821 THE PREVENTION OF MONEY LAUNDERING ACT, No. 15 of
2003, INDIA CODE (2003).
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enhance India’s ability to track and disrupt
cross-border illicit financial flows.

In conclusion, while India’s AML framework has
made commendable progress, ongoing
modernization is imperative to address the
dynamic and evolving nature of money
laundering threats. The integration of cutting-
edge technology, strengthening of enforcement
capabilities, and deepening of international
cooperation will be key determinants of India’s
future success in safeguarding the integrity of
its financial system and contributing effectively
to the global fight against financial crime.
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