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ABSTRACT

This book is focused on the phenomenon of illicit financial flows (IFF)
generally and how it takes place in the commercial activities and business
relations between Nigeria and two of its principal development partners —
the United Kingdom (UK) and the United Arab Emirate (UAE). The book
discussed types and variants of IFF that occur between these states and
focused on identified shortcomings in national laws and the rules governing
professional bodies and financial institutions in the UAE and the UK. It then
considers practical measures that can be taken in short, medium and long
terms to diminish identified gaps in the law and practice against IFF,
including illicit trading activities, bribery, corruption and money
laundering. The arguments focused on major drivers of IFF in Nigeria as a
developing state and recommends effective measures for tackling IFF
nationally and internationally as between the countries under review.



CHAPTER 1

PROBLEM OF THE STUDY

1.0 Introduction and Rationale of the Study

The UAE and the UK are key financial jurisdictions with global economic
and political relevance. Both states are very much connected to the econo-
mies of African states, and they are indeed regarded as development part-
ners to many African countries including Nigeria. There is a rich history of
business connections between Nigeria and these target states, and they share
extensive, contemporary political and diplomatic relationships. Thus, the
UAE and the UK offer excellent case studies in understanding the problem
of illicit financial flows (IFF) from developing countries like Nigeria to eco-
nomically more successful jurisdictions. The banking and financial institu-
tions as well as Designated Non-Financial Businesses and Professions
(DNFBP) in the UAE and the UK share extensive connections to similar
institutions in Nigeria and these connections are arguably of central im-
portance to Nigeria’s economic and financial fortunes. This is very much
the case in terms of Nigeria’s consumer behaviour in foreign banking, fi-
nancial services, property investment and other international business trans-
actions.! Big businesses in Nigeria and indeed the Nigerian wealthy elites

! Financial institutions in this work means any natural or legal person who conducts
as a business one or series more of the following activities or operations for or on
behalf of customers: 1. Acceptance of deposits and other repayable funds from the
public.59 2. Lending.60 3. Financial leasing.61 4. Money or value transfer
services.62 5. Issuing and managing means of payment (e.g. credit and debit cards,
cheques, traveller's cheques, money orders and bankers' drafts, electronic money).
6. Financial guarantees and commitments. 7. Trading in: (a) money market
instruments (cheques, bills, certificates of deposit, derivatives etc.); (b) foreign
exchange; (c) exchange, interest rate and index instruments; (d) transferable
securities; (e) commodity future trading. 8. Participation in securities issues and the
provision of financial services related to such issues. 9. Individual and collective
portfolio management. 10. Safekeeping and administration of cash or liquid
securities on behalf of other persons. 11. Otherwise investing, administering or
managing funds or money on behalf of other persons. 12. Underwriting and
placement of life insurance and other investment related insurance. 13.
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invest heavily in financial deals in both countries. This includes systematic
and prolific participation in the acquisition of real property, corporate in-
vestments, shares ownership and transactions relating to tourism, entertain-
ment, education and health services. Regrettably, vast amounts of illicit
wealth including corporate profits disappear into both the UAE and the UK
never to meaningfully return to the benefit of Nigeria. Although these sorts
of abusive international relationships involving illicit flows occur between
Nigeria and several other countries, the UK and UAE are the focus of the
study because of the scale and socio-political relevance of the problem in
those jurisdictions.. Asset recovery sometimes appears to be incredibly
challenging despite the provisions of international laws. This is all despite
the impressive reputation maintained and enjoyed by both the UK and the
UAE in the international system. The apparently cordial set of bilateral re-
lationships maintained between Nigeria and the countries under review as
well as inter se between the three states has also not delivered the expected
levels of cooperation against IFFs. These leading jurisdictions and Nigeria
itself have an ever-increasing array of sophisticated domestic legal instru-
ments. In addition, all three states are parties to some of the most impressive
anticorruption and transparency treaties, conventions, standards and other
soft laws.

The problem of IFF is a global phenomenon that particularly compounds
and depletes the economic fortunes of developing states across the world in
ways that ought to command the attention of law and development scholars.
This problem is arguably under-discussed in multidisciplinary analysis.
This study however, concentrates on the manifestation of the IFF challenge
in deliberately narrow confines. It focuses on a socio economic and critical
legal analysis of the international money laundering and other IFF problems
based on the triangular transactions linking Nigeria, the United Kingdom
and the United Arab Emirates.

In essence, the problem of the study underlying this book is to unearth
some of the major deficiencies in the general financial regulations of the
three countries concerned. The book examines the major deficiencies in the
general financial regulations of all three countries reviewed in this study. It
aims to indicate the shortcomings in both domestic and international laws
particularly in the regulation of financial institutions and DNFBPs of these
countries. This will require investigation, evaluation and critique of existing
anticorruption and money laundering legislation as well as the deficiencies
and challenges of these laws and their practice over the last many decades.

The indications are that IFFs are inextricably part of the usual legal fi-
nancial flows. This essentially means that licit and illicit financial flows are
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in many ways indistinguishable, particularly in certain sectors of interna-
tional trade and international business transactions. The crucial task before
investigators and researchers in identifying illicit finances would be to link
them with individuals, organisations (particularly corporate entities) espe-
cially where they have committed predicate crimes. The solutions are bound
not to be simple or easy to implement. Effectively eliminating illicit finan-
cial flows from the international system will require more than the routine
deployment of legal instruments such as Suspicious Activity Reports
(SARs) by financial and professional institutions.

The prevention of IFF obviously requires better enforcement surround-
ing predicate crimes in individual high-risk jurisdictions. For the three coun-
tries focused on by this study, it is nearly impossible to efficiently scrutinize
trilateral flows without the creation of a ‘Big Brother’ style institution,
which would operate audit-based systems that can potentially examine all
transactions and demand corroborated proof of their provenance. Such a
creation would however, be unwieldy, impractical if not impossible to agree
upon. Yet nothing must be considered off limits in finding effective solu-
tions to the problems of this study. The damaging effects to the economies
and to the brand image of all the countries concerned are far too significant
to be ignored. The central problem of this study, therefore, and its major
opportunity of contribution to existing literature lies in its comprehensive
identification and treatment of legitimate solutions to one of the most im-
portant global challenges of the 21 Century.

This book is an original research effort that builds on the authors’ find-
ings from a 2019 McArthur Foundation-funded study examining the com-
parative effects of illicit financial flows on Nigeria. It also draws on the
recommendations of the Presidential Advisory Committee Against Corrup-
tion (PACAC) International Conference, held in 2018 under the theme
“Combating Illicit Financial Flows and Enhancing Asset Recovery for Sus-
tainable Development.”

The book specifically aims at the following:

e Assess the general regime of anti-corruption laws and regulations
applicable to the UK and UAE. This will entail a look into history,
cases, investigations, practice, performance and the user friendliness
of applicable laws in relation to Nigeria and its effort to stem IFF and
to engage in asset recovery operations.

e Critique the compatibility and efficacy of Anti Money Laundering
(AML) obligations (under the requisite national laws, of the UK and
the UAE and their application by members of specific professions
and sectors that are most exposed to the IFF problem. Examples will
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be drawn from those professions that are most exposed to IFF by
virtue of handling the most lucrative property, commercial and eco-
nomic deals -(i) the bankers, (ii) real estate agents and (iii) the legal
profession. We will specifically assess the tensions, inconsistencies
and gaps that exist between the professional ethics and standards of
these professions and the requisite international regime of AML. The
book will also consider the gap between laws and the ‘real world’
practice in these sectors. The book will thus, explore the compatibil-
ity of AML disclosure requirements and client confidentiality or le-
gal privilege in the pertinent countries. The book will seek to expose
the differences and shortcomings in the regulation and practice of
AML requirements within the professional sectors under review. The
study will take stock of the target jurisdictions’ compliance practice
and case law. We will highlight and propose appropriate guidelines
and changes that can clarify effective AML reporting practices.

e Identify the steps that are required to succeed in abating further de-
pletion of Nigeria’s resources by way of IFF.

1.1 Significance of Study

The significance and usefulness of this study to Nigeria in the 21% Century
are many, but we will identify a few below: First, it will identify and focus
on those industries and professionals that top the bill in attracting and ena-
bling money laundering, grand corruption and illicit business in relation to
Nigeria. Second, it will expose the various techniques through which, per-
haps the top quintile of Nigeria’s illicit financial flows disappears into the
black hole of institutions and investments in the UK and the UAE among
others. Thirdly, the study will identify areas requiring reform within the
anti-corruption and business regulatory frameworks of both the UK and the
UAE, considering their roles as Nigeria’s development partners and the
alignment with their own national interests.

Fourthly, the study will elaborate upon some of the shortcomings in inter-
national anti-IFF, policies and practice as well as the imperative changes
needed in international laws and international relations to slow down, pre-
vent and stop further flows.

The study and its findings will however, be of global significance for
other subsets of developing country focused analysis. This is because both
the UK and the UAE are important members of the global international fi-
nancial system in the 21% Century and they are relevant to the economic
relations of many other developing states and regional economic communi-
ties. The European Commission’s 2013 impact assessment of the EU anti-



