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CASES
Domestic laundries
Certain businesses lend themselves to laundering money. For example, the 
business must be capable of absorbing a large volume of cash income, 
because most illicit income is received as cash. The purpose of laundering 
funds is to commingle licit and illicit monies so that they cannot be separated 
and to prevent the discovery of the introduction of illegal money into the 
business. Because most checks and credit card receipts are traceable by law 
enforcement officials, businesses such as restaurants, bars, and massage 
parlors, which take in a high proportion of cash, tend to be more desirable as 
laundries than businesses that receive most of their income as checks or other 
traceable instruments.
Another favorable characteristic for a laundry is expenses that do not vary 
with sales volume. An example of such a business is a movie theater that 
shows pornographic films. The expenses of such a business (rent, electricity, 
wages) are almost constant, regardless of whether the theater is full. Illicit 
income can be, introduced and camouflaged in this type of business quite 
easily, because the additional sales do not increase expenses. Law 
enforcement officials who examined the records of such a theater would have 
trouble proving that the legitimate income generated by the theater was lower 
than that recorded.
Businesses that experience a high rate of spoilage or other loss of goods also 
may be used to launder money. Groceries and restaurants are good examples. 
Money is introduced into the business and recorded in its general income 
accounts as if it had been received from customers.
Fraudulent invoices for produce or other perishable items are issued to these 
businesses by companies acting as suppliers. The grocery or restaurant issues 
checks to these “suppliers” or records the transaction as a cash payment an 
charges it to an expense account, such as cost of goods sold. The undelivered 
produce or perishable items listed as spoiled and discarded are written off the
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books (see Figure 2). The grocery store or restaurant thus avoids tax liability 
and the funds paid to “suppliers” seem legal and may be spent or invested 
with little risk of discovery. Within a week of the transaction, it is almost 
impossible for law enforcement officials to disprove the story of the grocer or 
restaurant owner.
The above techniques have been used to launder funds successfully for a 
number of years, and large numbers of domestic businesses controlled by 
organized crime are still being used for this function. Recently, however, law 
enforcement officials have adapted new methods, such as sampling, ratio 
analysis, and flow-charting, to discover laundering operations and to 
prosecute the people involved in them.
Sampling is a statistical procedure in which the number of customers of an 
establishment is randomly counted, a conservative estimate made of the 
amount of money spent by each customer, and a projection made of how 
much money is actually received by an enterprise in the ordinary course of 
operation. If the projected income IS materially smaller than that reported to 
taxing authorities, it is a good indication that the business is being used to 
launder funds.
Ratios to evaluate businesses have been used for many years by accountants, 
investors, and lending institutions. There are four basic types of ratio:
Liquidity ratios, which indicate the ability of an enterprise to satisfy its
immediate (short-term) financial obligations
Operating ratios, which indicate the efficiency of the business
Profitability ratios, which indicate the effective use of assets and the return of
the owner’s investment in the business
Leverage ratios, which indicate the extent to which the enterprise is financed 
by debt
By using ratio analysis, an investigator can compare the past performance of a 
business with that of the industry in which the business operates. This 
comparison can be used to spot significant deviations from the norm, and 
these may indicate the existence of a laundering operation.
Another method used to uncover laundering involves researching the
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corporate and ownership structures of both the suspected business and all the 
companies with which it deals. The relationship between the various 
companies may be illustrated visually by the process of flow charting, which 
allows investigators, prosecutors, and juries to grasp more easily the 
sometimes complex relationships that exist in laundering operations.
Although law enforcement agencies have been relatively successful in 
exposing Domestic laundering operations, underworld leaders have perfected 
international laundering operations that have traditionally been immune from 
exposure. Although international laundries vary greatly in form, organization, 
and complexity, their object is still to disguise die true nature and origin of 
illegal funds. International laundering schemes often involve the use of 
dummy corporations, numbered bank accounts, or financial instruments 
issued by banks located in countries where banking regulations are lax (often 
referred to as “offshore banks”).
Foreign laundries
Much of the money invested by organized crime in legitimate businesses in 
the United States is first routed through secret numbered bank accounts in 
countries such as Liechtenstein, Luxembourg, the Channel Islands, Panama, 
the Bahamas, the Netherlands Antilles, Antigua, Anguilla, Montserrat, the 
Grand Cayman Islands, Hong Kong, Dubai, the United Arab Emirates, 
Singapore, Nauru, Vanuatu, Uruguay, Austria, and Bulgaria.
This arrangement is ideal for the racketeer who wishes to clean large amounts 
of cash. Often it involves depositing illicit funds in a secret numbered 
account and then bringing them back into the United States as a loan from the 
foreign bank or from a dummy corporation set up under the laws of a foreign 
country. Not only are the illegal income and its sources hidden from the 
Internal Revenue Service and law enforcement agencies, but the interest on 
this supposed loan is often deducted as a business expense on the tax return of 
the racketeer.
In many cases, organized crime members have not been content with merely 
using secret numbered accounts in foreign banks. As early as the 1960s, it 
was recognized that many banks in Switzerland and the Bahamas had been 
taken over by Americans known to be associated with organized crime
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a c tiv itie s . N o t  o n ly  d id  the A m e r ic a n  o w n e rsh ip  p ro te c t the  id e n t ity  o f  bank 
custom ers and a llo w  fo r  the fa ls if ic a tio n  o f  ban k  records, b u t i t  a lso enabled 
the racketeers to  b r in g  appa ren tly  le g it im a te  m o n e y  back  in to  the  U n ite d  
States in  the  fo rm  o f  va rio u s  f in a n c ia l in s trum en ts  issued b y  these banks and 
b y  fo re ig n  gove rnm en ts . O w ners  re a lized  th a t c o n tro lle d  banks co u ld  a lso be 
used to  generate i l l i c i t  in com e  b y  issu in g  fra u d u le n t f in a n c ia l in s trum en ts  tha t 
are used in  th is  c o u n try  as co lla te ra l fo r  loans and in  o th e r fra u d  schemes.

E n fo rc e m e n t agents w o rk in g  fo r  the บ .ร .  C o m p tro lle r  o f  the C u rre n cy  n o w  
estim ate  th a t the  v o lu m e  o f  p h o n y  f in a n c ia l in s trum en ts  issued b y  o ffsh o re  
banks is in  the  hundreds o f  m il l io n  o f  do lla rs .

How money is laundered
In  m o n e y  la u n d e rin g , the  proceeds o f  c r im e  are ru n  th ro u g h  the  fin a n c ia l 
system  to  d isgu ise  th e ir  il le g a l o r ig in s  and m ake th e m  appear to  be le g it im a te  
funds. M o s t o fte n  associated w ith  o rgan ized  c rim e , m o n e y  la u n d e rin g  can be 
lin k e d  to  any c r im e  th a t generates s ig n if ic a n t proceeds, such as e x to rtio n , 
d ru g  t ra f f ic k in g ,  arm s s m u g g lin g , and w h ite -c r im e . A lth o u g h  m oney 
la u n d e rin g  o fte n  in v o lv e s  a c o m p le x  series o f  transac tions , i t  g e n e ra lly  
in c lud es  th ree  basic steps.

T he  f ir s t  step is the  p h y s ic a l d isposa l o f  cash. T h is  p lacem en t m ig h t be 
a cco m p lish e d  b y  d e p o s itin g  the cash in  dom estic  banks o r, in c re a s in g ly , in  
o the r types o f  fo rm a l o r  in fo rm a l f in a n c ia l in s titu tio n s . O r the  cash m ig h t be 
sh ipped  across bo rde rs  fo r  dep os it in  fo re ig n  f in a n c ia l in s titu t io n s , o r  used to  
b u y  h ig h -v a lu e  goods, such as a r tw o rk , a irp lanes, and p rec io us  m eta ls  and 
stones, th a t can then  be reso ld  fo r  p a ym e n t b y  check  o r b a n k  trans fe r.

T he  second step in  m oney  la u n d e rin g  is k n o w n  as la y e rin g , c a rry in g  ou t 
c o m p le x  laye rs  o f  f in a n c ia l transac tions  to  separate the  i l l i c i t  p roceeds fro m  
th e ir  source and d isgu ise  the a u d it tra il.  T h is  phase can in v o lv e  such 
transac tions  as the w ire  tra n s fe r o f  depos ited  cash, the co n ve rs io n  o f  deposited  
cash in to  m o n e ta ry  in s trum en ts  (bonds, stocks, tra v e le r ’ s checks), the resale 
o f  h ig h -v a lu e  goods and m o ne ta ry  in s trum en ts , and in ve s tm e n t is rea l estate 
and le g it im a te  businesses, p a r t ic u la r ly  in  the le isu re  and to u r is m  indus tries . 
S he ll com pan ies, ty p ic a l ly  reg is te red  in  o ffsh o re  havens, are a co m m o n  to o l 
in  the la y e r in g  phase. These com pan ies, w hose  d ire c to rs  o fte n  are lo ca l
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a tto rneys  a c in g  as nom inees, obscure the  b e n e fic ia l ow ners  th ro u g h  re s tr ic tiv e  
b a n k  secrecy la w s  and a tto rn e y -c lie n t p r iv ile g e .

T he  la s t step is to  m ake the w e a lth  d e rive d  fro m  the i l l i c i t  p roceeds appear 
le g it im a te . T h is  in te g ra tio n  m ig h t in v o lv e  any n u m b e r o f  techn iques, such as 
u s in g  fro n t com pan ies  to  “ le n d ”  the proceeds back  to  the  o w n e r o r  us ing  
funds  on  d e p o s it in  fo re ig n  f in a n c ia l in s titu t io n s  as s e c u rity  fo r  dom estic  
loans. A n o th e r  co m m o n  tech n iq u e  is o ve r in v o ic in g  o r  p ro d u c in g  fa lse 
in v o ic e s  fo r  goods so ld— o r supposed ly  s o ld — across borders.
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CASE OF STUDY
C ase 1
A c c o u n t in g  f i r m  
F a c ts

B e g in n in g  in  M a y  1994, tw o  a lleged  n a rco tics  tra ff ic k e rs  used an accou n ting  
f irm  to  la u n d e r c r im in a l proceeds generated fro m  am phe tam ine  sales. The? 
c lien ts?  o f  the  f irm  w o u ld  on  a re g u la r basis hand th e ir  accoun tan t cash in  
b ro w n  enve lopes o r shoe boxes fo r  w h ic h  no  re ce ip t w as issued. T he  funds 
w e re  then  s to red  in  the  accountant?  O ff ic e  u n t i l  he dec ided  h o w  th e y  c o u ld  be 
in tro d u ce d  in  the  f in a n c ia l system  and laundered . A t  any one t im e , there  w ere  
be tw een U S D  38 ,000  and U S D  63 ,000  stored in  the accountant?  O ff ic e . The 
la w  en fo rce m e n t agency in v e s tig a tin g  the m a tte r fo u n d  th a t the accoun tan t 
estab lished  co m pan y  and tru s t accounts on  b e h a lf  o f  h is  c lie n ts  and opened 
persona l b a n k  accounts in  the nam es o f  re la tives . H e  then  m ade struc tu red  
deposits  to  those accounts w ith  the funds  rece ive d  fro m  the  a lleged  
tra ff ic k e rs . A d d it io n a lly ,  he tran s fe rred  a p p ro x im a te ly  U S D  114,000 
overseas? A g a in , u s in g  s truc tu red  transactions?  T o  purchase tru c k  parts, 
w h ic h  w e re  la te r b ro u g h t back  in to  the c o u n try  and so ld  a t a p ro f it ,  and also 
used som e o f  the funds  to  purchase p rope rties . T he  accoun tan t and three o f  
h is  co lleagues (w h o  w e re  also im p lic a te d  in  the schem e) re p o rte d ly  laundered 
a p p ro x im a te ly  U S D  633 ,900  and rece ive d  a 10%  c o m m is s io n  fo r  h is  
se rv ices..22 R esu lts  T he  accoun tan t and h is  co lleagues are b e lie v e d  to  have 
acted fro m  the  b e g in n in g  w ith  the su sp ic io n  th a t the c lie n ts  w e re  in v o lv e d  in  
i l le g a l a c tiv itie s . E ve n  a fte r o b ta in in g  fu rth e r s p e c ific  k n o w le d g e  o f  h is 
c lien ts?  in v o lv e m e n t in  n a rco tics  t ra f f ic k in g ,  he and h is  associates a lle g e d ly  
co n tin u e d  to  fa c ilita te  m oney  la u n d e rin g . Lessons T h is  case h ig h lig h ts  the 
k e y  ro le  th a t f in a n c ia l experts can p la y  in  the la u n d e rin g  o f  c r im in a l proceeds. 
M a n y  o f  the serv ices p ro v id e d  (es ta b lishm en t o f  sp ec ia lized  accounts o r 
business e n titie s , m a k in g  rea l estate in ves tm en ts ) are p o te n tia l m oney 
la u n d e rin g  m echan ism s th a t m ay  be beyo nd  the a b ilit ie s  o f  the less 
soph is tica ted  c r im in a l.
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l a u n d e r i n g

i l l e g a l  a c t i v i t y

b a n k  --------------------------►  b u s in e s s

m o n e y
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C ase 2
In s u ra n c e  p o lic e s  a n d  re a l es ta te  
F a c ts
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A n  insurance  com pan y  in fo rm e d  an F IU  tha t i t  had u n d e rw r itte n  tw o  li fe  
insurance  p o lic ie s  w ith  a to ta l va lue  o f  U S D  268 ,000  in  the nam e o f  tw o  
E u ropean  na tiona ls . P aym en t w as m ade b y  a cheque d ra w n  on  the  accounts 
o f  a b roke rage  f irm  in  a m a jo r E U  fin a n c ia l m a rke t and a n o ta ry  in  the sou th ­
eastern re g io n  o f  the c o u n try . . .24 T he  tw o  p o lic ie s  w e re  then  p u t up  as 
c o lla te ra l fo r  a m ortgage  va lu e d  at U S D  1,783,000 th a t w as p ro v id e d  by  a 
co m pan y  s p e c ia liz in g  in  leas ing  transactions. A s  the p o lic y h o ld e rs  d id  no t 
pay  in  th e ir  o w n  nam e, the  issuer con tacted  the b roke rage  f irm  in  o rde r to  
d isco ve r the  exact o r ig in  o f  the funds  deposited  in  its  account. I t  was 
in fo rm e d  th a t the  funds  had been rece ive d  in  cash and tha t the parties 
conce rned  w e re  m e re ly  occas iona l c lien ts . T he  parties?  T w o  bro thers?  W ere  
k n o w n  to  a la w  en fo rcem en t agency th ro u g h  a separate in v e s tig a tio n  in to  the 
il le g a l im p o r t and e x p o rt o f  c lass ic  au tom ob iles . M o re o v e r, tw o  in d iv id u a ls  
w ith  the same surnam e w ere  suspected b y  the same agency o f  d ru g  t ra f f ic k in g  
and m oney  la u n d e rin g . R esu lts  T h is  case has n o t ye t been passed to  the 
p ro se cu to ria l au th o ritie s . Lessons T h is  exam p le  show s the necess ity  fo r  n o n ­
ban k  f in a n c ia l businesses ( in  th is  case insurance com pan ies) to  be aw are o f  
w h a t cons titu tes  susp ic ious f in a n c ia l a c t iv ity . I t  a lso dem onstra tes the c r it ic a l 
need fo r  e ffe c tiv e  c o -o rd in a tio n  be tw een the in fo rm a tio n  con ta ined  in  
susp ic ious tra n sa c tio n  reports  and la w  en fo rcem en t in fo rm a tio n .
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Real estate

Group A

Business A ◄ ---------Group B------------  (sell) real estate

Purchase by illegal money
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Case 3
Front companies 
Facts
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A n  F IU  in  c o u n try  B  rece ive d  a re p o rt o f  a series o f  susp ic ious  transactions 
in v o lv in g  the  ban k  accounts o f  a W est A fr ic a n  c it iz e n  and h is  businesses, 
w h ic h  spec ia lized  in  in d u s tr ia l f is h in g . These accounts w e re  opened in  banks 
loca ted  in  c o u n try  B  and consis ted  p r im a r ily  o f  m oney  ch a n g in g  opera tions. 
The  bus inessm an a lso o w ned  severa l residences in  h is  hom e c o u n try  and in  
the c a p ita l re g io n  o f  c o u n try  B . T he  com pan ies  th a t he jo in t ly  m anaged a ll 
had the same address in  h is  hom e co u n try . T he  persona l accoun t o f  the W est 
A fr ic a n  businessm an rece ive d  a n u m b e r o f  transfe rs  fro m  accounts in  ano ther 
E u ropean  c o u n try  and in  h is  hom e c o u n try  (o v e r U S D  2 m il l io n  fro m  1995 to  
1996). T he  business accounts o f  the com pan ies  rece ive d  transfe rs  fro m  
severa l business e n titie s  based in  E u rope  w h ic h  w e re  o s te n s ib ly  lin k e d  to  
f is h in g  re la ted  a c tiv it ie s  (o v e r U S D  7 m il l io n  fro m  1994 to  1997). The 
transfe rs  ou t o f  the accoun t (es tim a ted  at ne a rly  U S D  4 m il l io n  o ve r the same 
p e rio d ) w e re  m ade to  va rio u s  com pan ies  w hose business w as (a cco rd in g  to  
o f f ic ia l reco rds) connected  w ith  m a rit im e  a c t iv ity  and to  o th e r in d iv id u a ls . 
The  F IU ?  A n a ly s is  show ed th a t the incom e  o f  the W est A fr ic a n  com pan ies 
conce rned  w as g ro ss ly  d is p ro p o rtio n a te  to  repo rted  sales. In  fac t, the account 
transac tions  seemed to  have l i t t le  to  do  w ith  in d u s tr ia l f is h in g  (i.e ., fo re ig n  
cu rre n cy  sales, transfe rs  fro m  the bank  accounts o f  E u rop ean  residents, 
transfe rs  be tw een  the persona l accoun t o f  the W est A fr ic a n  bus inessm an and 
h is  businesses, transfe rs  be tw een these businesses and those o f  E u rope-based 
partners). F u rth e rm o re , a cco rd in g  to  a d d itio n a l in fo rm a tio n  rece ive d  b y  the 
F IU , one o f  the partners o f  the W est A fr ic a n  businessm an, a co -m anage r o f  
one o f  the  com pan ies , w as suspected o f  b e ing  in v o lv e d  in  severa l f in a n c ia l 
o ffences  in  I ta ly . T h is  in d iv id u a l re p o rte d ly  had close associa tions w ith  
tw o .25 Ita lia n  o rgan ized  c rim e  fig u re s , and h is  I ta lia n  businesses have 
becom e the ta rg e t o f  in v e s tig a tio n  in to  m oney  la u n d e rin g  in  tha t co un try . 
S t i l l  ano the r business pa rtn e r o f  the W est A fr ic a n  bus inessm an appears a lso to  
be in v o lv e d  in  f in a n c ia l and fis c a l o ffences. R esu lts  T h is  case has n o t ye t 
been passed to  p ro se cu to ria l au tho ritie s . Lessons G iv e n  the unusua l account 
tran sac tion  and the la c k  o f  a c lea r econ om ic  conn ec tions  fo r  som e o f  the 
business a c tiv itie s , the  ope ra tions  described  in  th is  exam p le  v e ry  l ik e ly  
co n s titu te  a m oney  la u n d e rin g  schem e to  concea l the  il le g a l sources o f
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proceeds d e rive d  fo rm  v a rio u s  c r im in a l a c tiv itie s . T h is  case g ives  fu rth e r 
supp o rt to  the  need fo r  ana lys is  o f  in fo rm a tio n  fro m  a v a r ie ty  o f  sources 
(susp ic ious  tra n sa c tio n  reports , f in a n c ia l in s titu t io n s , co m p a n y  reg is tries , 
p o lic e  records, e tc .) in  o rde r to  ga in  a fu l l  p ic tu re  o f  a c o m p le x  la u n d e rin g  
scheme.

Legal money

Invoice
Business A Business B

illegal activity

C a s e  3

D i a g r a m
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Money transfers 
Facts
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In  J u ly  1997, the  p o lic e  arrested the  leader o f  an Ira n ia n  d ru g  t ra f f ic k in g  
g roup , suspect A ,  fo r  possessing s tim u la n ts  and o the r k in d s  o f  drugs. The 
subsequent in v e s tig a tio n  revea led  th a t the  suspect had re m itte d  p a rt o f  h is  
il le g a l proceeds abroad. A  to ta l o f  U S D  450,000 w as re m itte d  v ia  three banks 
to  an accoun t on  b e h a lf  o f  suspect A ?  o ld e r b ro th e r B  at the  head o ff ic e  o f  an 
in te rn a tio n a l b a n k  in  D u b a i. T rans fe rs  w e re  m ade on  f iv e  occasions d u r in g  
the  tw o  m on ths  be tw een A p r i l  and June 1998 in  am oun ts ra n g in g  fro m  U S D  
50,000 to  U S D  150,000). A n o th e r  in d iv id u a l,  suspect c ,  a c tu a lly  re m itte d  the 
funds  and la te r re tu rne d  to  Iran . O n  each occasion , c  to o k  the  funds  in  cash 
to  the bank, exchanged them  fo r  d o lla rs , and then  had the funds  transfe rred . 
E ach  o f  the  transac tions  to o k  abou t one h o u r to  conduct, and the stated 
purpose  fo r  the  rem ittances  w as to  cover?  L iv in g  expenses?. R esu lts  Suspect 
A  w as in i t ia l ly  charged w ith  v io la t in g  p ro v is io n s  o f  the a n ti-n a rco tics  
t ra f f ic k in g  la w . T he  m oney  transfe rs  revea led  d u r in g  the  in v e s tig a tio n  led  to  
a d d itio n a l charges und e r the a n ti-m o n e y  la u n d e rin g  la w . T h is  w as the  f irs t  
t im e  th a t a n ti-m o n e y  la u n d e rin g  p ro v is io n s  had been a p p lie d  to  the  overseas 
trans fe rs  c r im in a l proceeds. C o u rt p roceed ings  fo r  th is  case are o n -g o in g . 
Lessons T h is  case represents a c lass ic  exam p le  o f  a s im p le  m o n e y  la u n d e rin g  
schem e and is a lso a good  exam p le  o f  a case d e rive d  n o t ju s t  fro m  susp ic ious 
tra n sa c tio n  re p o rtin g  b u t a lso as a fo llo w -u p  to  tra d it io n a l in v e s tig a tiv e  
a c t iv i ty . . .  26
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T he  fo llo w in g  ty p o lo g y  is p ro v id e d  as an exam p le  o f  h o w  funds  c o u ld  be 
launde red  u s in g  the  d e riv a tiv e s  m arke t. In  th is  m e thod , the  b ro k e r m us t be 
w i l l in g  to  a lloca te  g e n u in e ly  lo s in g  trades to  the accoun t in  w h ic h  c r im in a l 
proceeds are deposited . Instead  o f  re ly in g  on  m is le a d in g  o r fa lse 
do cu m e n ta tio n , the b ro k e r uses the genu ine  loss m a k in g  d o cu m e n ta tio n  to  be 
a llo ca ted  to  the  d e tr im e n t o f  the  d ir ty  m oney  accou n t h o ld e r. A s  an exam ple , 
a b ro k e r uses tw o  accounts, one ca lled?  A ?  in to  w h ic h  the c lie n t re g u la r ly  
deposits  m o n e y  w h ic h  needs la u n d e rin g , and one ca lled?  B ?  w h ic h  is in tended  
to  rece ive  the launde red  funds. T he  b ro k e r enters the tra d in g  m a rke t and? 
goes long?  (purchases) 100 d e riv a tiv e  con trac ts  o f  a c o m m o d ity , tra d in g  at an 
o f fe r  p r ice  o f  85 .02 , w ith  a? t ic k ?  size o f  $25. A t  the  same tim e  he? goes 
short? (se lls ) 100 con trac ts  o f  the same c o m m o d ity  at the  b id  p r ic e  o f  $85 .00 . 
A t  th a t m o m e n t, he has tw o  le g it im a te  con trac ts  w h ic h  have been c leared 
th ro u g h  the f lo o r  o f  the  exchange. L a te r in  the tra d in g  day, the  co n trac t p rice  
has a lte red  to  $84 .72  b id  and $84 .74  o ffe re d . T he  b ro k e r re tu rns  to  the 
m a rke t, c lo s in g  b o th  open p o s itio n s  at the  p re v a ilin g  p rices. N o w , the b roke r, 
in  h is  o w n  books  assigns the o r ig in a l purchase at $85 .02  and the subsequent 
sale at $84 .72  to  accoun t A . The  percentage d iffe re n c e  be tw een  the tw o  
p rices  is 30 p o in ts  o r  t ic k s  (the  d iffe re n c e  be tw een $84 .72  and $85 .02 ). T o  
ca lcu la te  the  loss on  th is  con trac t, the t ic k  size w h ic h  is $25 is m u lt ip l ie d  b y  
the n u m b e r o f  con trac ts , 100, m u lt ip l ie d  b y  the p rice  m ovem en t, 30. Thus: 
$25 X 100 X 30 =  $75 ,000  (loss). T he  o th e r trades are a llo ca te d  to  the  B  
accoun t, w h ic h  fo llo w in g  the same c a lc u la tio n  th e o ry  o f  t ic k  size m u lt ip l ie d  
b y  the  n u m b e r o f  con trac ts  m u lt ip l ie d  b y  the  p rice  m o ve m e n t resu lts  in  a 
p ro f i t  as fo llo w s : $25 X 100 X 26 -  $65 ,000  (p ro f it) .  T he  accoun t c o n ta in in g  
the  m o n e y  to  be launde red  has ju s t  pa id  ou t $75 ,000  fo r  the p r iv ile g e  o f  
re c e iv in g  a p r o f i t  o f  $65 ,000  on the o the r side. In  o the r w o rd s , the  launders 
has p a id  $10 ,000  fo r  the p r iv ile g e  o f  success fu lly  la u n d e rin g  $75 ,000 . Such a 
sum  is w e ll w ith in  the  am oun t o f  p re m iu m  w h ic h  p ro fe ss io n a l launders are 
p repa red  to  pay  fo r  the  p r iv ile g e  o f  c le a n in g  up such m oney. A s  a transac tion , 
i t  is  p e r fe c tly  la w fu l fro m  the p o in t o f  v ie w  o f  the b roke r. H e  has n o t taken 
the r is k  o f  c re a tin g  fa lse d ocu m e n ta tion , w h ic h  co u ld  c o n c e iv a b ly  be 
d iscovered , and e v e ry th in g  has been done in  fu l l  s ig h t o f  the m arke t.
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