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PART | - OVERVIEW

1. The Commission heard evidence from various industry actors which suggests that
some BC casinos may have been used to directly launder, or facilitate the laundering of,
funds with illicit origins. This occurred despite the best efforts of the public service to
identify the issue, consider potential policy solutions, and take the steps available within

the prevailing legislative and operational context.

2. As the regulator responsible for the overall integrity of gaming in the Province, the
Gaming Policy and Enforcement Branch (“GPEB”) was a key actor in events relevant to
the Commission’s terms of reference. At times, GPEB and the British Columbia Lottery
Corporation (“BCLC”) held differing views on both the nature and scope of money
laundering in BC casinos, and what steps they each ought to take to address the issue.
However, GPEB and BCLC agreed on one thing—active engagement from law
enforcement was necessary to ensure the disruption of organized crime and the
deterrence of money laundering—and both sought to engage law enforcement’s
assistance throughout the material time. Such assistance began in earnest in 2015, when
the RCMP initiated an investigation which came to be known as “E-Pirate”. The Joint
lllegal Gaming Investigation Team (“JIGIT”), established by the Province in 2016, currently

continues this assistance.

3. The Commission’s mandate includes making findings of fact respecting the acts or
omissions of regulatory authorities, like GPEB, or individuals with powers, duties, or
functions. This may include findings of misconduct.” Although available to the
Commission, findings of misconduct should not be the principal focus of this Inquiry.?
When considering the actions of the public service, the Commission’s analysis should
focus on what that individual knew or had available to them at the relevant time; the
Commission ought not to impute knowledge of future events. Further, public servants
working at GPEB could only exercise those duties and powers granted to them by the

' Commission’s Terms of Reference, I 4(1)(b); Public Inquiry Act, SBC 2007, c. 9, s. 21(1)(d).
2 Canada (Attorney General) v. Canada (Commission of Inquiry on the Blood System), [1997] 3 SCR
440 at para. 53 (“Blood System Inquiry”).



https://cullencommission.ca/tor/
https://www.canlii.org/en/bc/laws/stat/sbc-2007-c-9/latest/sbc-2007-c-9.html?autocompleteStr=public%20inquiry%20act&autocompletePos=11
https://www.canlii.org/en/ca/scc/doc/1997/1997canlii323/1997canlii323.html?autocompleteStr=%5B1997%5D%203%20SCR%20440%20&autocompletePos=1
https://www.canlii.org/en/ca/scc/doc/1997/1997canlii323/1997canlii323.html?autocompleteStr=%5B1997%5D%203%20SCR%20440%20&autocompletePos=1

Gaming Control Act (the “GCA”)? and the Gaming Control Requlation (the “Regulation”).*
As such, the actions of those individuals must be analyzed within the context of the
legislative framework applicable at the relevant time. The standards applied to the actions
of public servants must reflect the standards in place at the time of the relevant events.

This Commission ought not view their actions through the clarity afforded by hindsight.®

PART Il - GAMING
Legislative framework and key actors

4. The GCA was introduced in the Legislature in 2002.6 It established GPEB (a
continuation of the former Gaming Audit and Investigation Office) and expanded the role

of BCLC.” The GCA has remained in force since 2002 as amended from time to time.8
(a) The Regulator: GPEB

5. GPEB is responsible for the overall integrity of gaming and horse racing in BC.° It
currently sits within the Ministry of Public Safety and Solicitor General (“PSSG”); however,
between 2002 and 2020, GPEB was variously housed within PSSG, the Ministry of
Housing and Social Development, the Ministry of Energy Mines and Natural Gas, the
Ministry of Finance (“MOF”), and the Ministry of Attorney General. Since 2002, the
Ministers responsible for GPEB include the Hon. John Les, the Hon. Richard Coleman
(“Minister Coleman”), the Hon. Shirley Bond, the Hon. Michael de Jong, Q.C. (“Minister
de Jong”), the Hon. David Eby, Q.C. (“Minister Eby”) and the Hon. Mike Farnworth.'°

6. GPEB is overseen by an Assistant Deputy Minister (“ADM”) who also holds the
position of General Manager (“GM”). The GCA creates the role of GM and grants the GM

3 SBC 2002, c. 14.

4 BC Reg 208/2002.

5 See, by way of analogy, the comments in ter Neuzen v. Korn, [1995] 3 S.C.R. 674, | 34; Kahlon
(Litigation guardian of) v. Vancouver Coastal Health Authority (c.0.b. Vancouver Hospital and Health
Sciences Centre), 2009 BCSC 922, § 133; Newton v. Marzban, 2008 BCSC 328, ] 302.

6Ex. 67, 978.

7 BCLC was continued under the Lottery Corporation Actin 1985: Ex. 67, § 58.

8 See, Appendix A (Legislative history of the GCA).

9 GCA, s. 23. The Province notes here there is little, if any, evidence that horse racing is a vehicle for
money laundering in BC. As such, it will not be addressed further: Ex. 69; Transcript (TR) S. MacLeod
19/APR/2021, p. 59, I. 3-13.

0 See, Appendix B (Responsibilities under the GCA).
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https://cullencommission.ca/data/transcripts/Transcript%20April%2019,%202021.pdf

several statutory duties and powers to further its mandate of ensuring the integrity of
gaming. The GM is responsible, under the direction of the responsible Minister, for the
administration of the GCA." Pursuant to s. 27(2) of the GCA, the GM:

a. must advise the minister on broad policy, standards and regulatory issues,

b. under the minister's direction, must develop, manage and maintain the
government's gaming policy,

C. may establish criteria necessary for considering, reviewing and evaluating
proposals for new or existing gaming facilities, and

d. may establish public interest standards for gaming operations, including but
not limited to extension of credit, advertising, types of activities allowed and
policies to address problem gambling at gaming facilities.

7. Notably, section 27(4) of the GCA prohibits the GM from conducting, managing,
operating, or presenting gaming or horse races in carrying out the above responsibilities.

8. The Minister responsible for the GCA can issue directives to both BCLC and GPEB.
Section 6 of the GCA provides that the Minister may issue “written directives” to BCLC on
matters of “general policy” and, if issued, BCLC must comply with those directives. The

Minister has identical powers with respect to GPEB.?

9. Prior to November 2018, s. 28 of the GCA permitted the GM to issue directives to
BCLC, including directives “respecting the extent or type of gaming activities that may be
carried on at a gaming facility”, only with ministerial approval.'® Currently, the GM has
authority to unilaterally issue directives under s. 28 with which BCLC must comply.'4
Amendments were also made to s. 92 of the GCA in November 2018 to permit the GM,
BCLC, or a person acting on BCLC’s behalf, to request that a person immediately leave
a gaming facility and forbid them from entering the premises for a period if they have
reason to believe the presence of that person is “undesirable”.’®

10. Under section 86 of the GCA, BCLC is required to provide the GM with any

" GCA, s. 27.

12 GCA, s. 26.

13 GCA, s. 28(1)(a); Section 28(3) prohibited directives to BCLC without ministerial approval. Section
28(3) was repealed in November 2018: see, Appendix A.

14 GCA, s. 28(2).

15 Prior to November 2018, BCLC or a person acting on its behalf had this authority; the GM did not:
see, Appendix A.



information, records or things requested by the GM relevant to an investigation or an
investigative audit under the GCA. Section 86(2) of the GCA also requires BCLC,
registrants and licensees to notify the GM immediately about any conduct, activity or
incident occurring in connection with a lottery scheme or horse racing if BCLC, the
registrant or licensee considers that the incident involves or involved the commission of
an offence under the Criminal Code relevant to a lottery scheme or horse racing or the

commission of an offence under the GCA. "6

11.  In September 2001, Derek Sturko became the first GM of GPEB."” At that time,
GPEB had six divisions: (a) policy and legislation; (b) licensing and grants; (c) horse

racing; (d) registration and certification; (e) audit and compliance; and (f) investigations.'®

12.  GPEB’s organizational structure was not static over the material period. Following
recommendations made by Deloitte & Touche LLP (“Deloitte”) in its 2007 review,
discussed below, GPEB added an internal compliance and risk management division.'®
Two additional reviews were completed in 2014: (i) the Investigations and Regional
Operations and Audit and Compliance Division Review; and (ii) an internal GPEB

Review.?% These reviews resulted in further internal reorganizations in 2015 and 2018.2!

13. At present, GPEB is comprised of six divisions: (a) Community Supports; (b)
Licensing, Registration and Certification (“LRC”); (c) Compliance; (d) Enforcement; (e)
Strategic Policy and Projects; and (f) Operations.?? For the Commission’s purposes, the

LRC, Compliance, Enforcement, and Strategic Policy and Projects divisions are relevant.

14.  LRC is responsible for the registration and certification of the gambling industry.?3
If a registrant breaches a condition, LRC may refuse to issue or renew the registration,

issue a warning, impose a fine or conditions, or suspend or cancel registration.*

6 Ex. 181, Ex. A; Ex. 504, 9 39-40, Ex. | and J.

7 Ex. 507, § 5, and 21-22; TR D. Sturko 28/JAN/2021, p. 101, I. 5-25.

8 Ex. 507, 7 27.

19 Ex. 507, 9 29; Ex. 939.

20 Ex. 546; Ex. 547.

21 TR J. Mazure 11/FEB/2021, p. 170, I. 22—p. 17,1. 13; Ex. 781, {6 and 9.
22 TR K. Ackles 2/NOV/2020, p. 168, . 7-14.

23 LRC Division is also responsible for licensing charitable gambling events.
24 Ex. 782,18 and 23.
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15. Compliance is comprised of the horse racing and audit teams. Compliance
oversees GPEB’s audit and compliance program. The goal of the program is to ensure
compliance with the GCA and the Regulation, and policies, directives and public interest
standards set by GPEB and BCLC to help protect the integrity and maintain public
confidence in gambling in BC.?® As part of the program, Compliance conducts audits and
inspections of BCLC, gambling facilities, lottery retailers and others.?® Compliance is often

asked to provide feedback through the GPEB Policy team on gaming-related proposals.?’

16. In 2018, GPEB’s current GM, Sam MacLeod, approved the creation of a new
Enforcement Division. The initial focus of the Enforcement Division was on redefining
GPEB’s enforcement purpose and objectives within its regulatory mandate, ensuring
consistency in service delivery and file management, identifying training needs, employing
a risk-based approach to investigations, and establishing strong stakeholder relationships
with gaming industry partners and the police to ensure an effective multipronged approach

to incidents that threaten the integrity of gaming.?®

17.  Finally, the Strategic Policy and Projects Division leads GPEB’s strategic policy
development and branch communications and makes recommendations to the Province

for legislation and regulation of gaming activities.?°
(b) The Operator: BCLC

18.  The GCA prescribes a significant role for BCLC, who is an agent of the government
for all purposes.3® Section 7(1) of the GCA sets out BCLC’s broad mandate, holding that
BCLC is “responsible for the conduct and management of gaming on behalf of the
government”.3! The terms “conduct and management” flow directly from s. 207 of the
Criminal Code®? which grants an exemption to provincial governments to “conduct and

manage” a lottery scheme in accordance with any law engaged by the legislature of that

25Ex. 781,910 and 11.

26 Ex. 781,96 and 9.

2T Ex. 781,96 and 9.

28 Ex. 504, 1 18-21; TR S. MacLeod 19/APR/2021, p. 41, 1. 7-p. 42, 1. 14.
29Ex. 71, App. O, p. 7.

30GCA, ss. 3, 7; Ex. 67, 80 and 109.

31 GCA, ss. 3, 7; Ex. 67, 1 80.

32 Section 207, R.S.C. 1985, c. C-46.
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province. Neither the Criminal Code or the GCA defined the phrase “conduct and
manage”, but it has been judicially interpreted as placing BCLC in the role of “operating

mind”.33 A similar conclusion was reached in a Provincial Government White Paper.34

19. The GCA expands on the meaning of “conduct and manage” through, among
others, section 7(1)(a), which stipulates that BCLC’s role is to “develop, undertake,
organize, conduct, manage and operate provincial gaming”. Subsections 7(1)(a) to (j) of
the GCA authorize BCLC to engage in prescribed activities that directly relate to the
conduct, management, and operation of gaming in the Province. BCLC is not a registrant

or licensee under the GCA; however, its employees and Board members are registered.3®

20. Finally, BCLC is a reporting entity under the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act (“PCMLTFA”) and its associated regulations.®

GPEB is not a reporting entity. As a reporting entity, BCLC must submit reports to the
Financial Transactions and Reports Analysis Centre of Canada (“FINTRAC”) including:
(a) suspicious transaction reports (“STRs”); and (b) large cash transaction reports
("LCTRS”). STRs are submitted where a transaction is considered suspicious on an
evaluation of the totality of the circumstances. There is no monetary threshold for an STR
to be reported to FINTRAC.? In contrast, LCTRs are reported for all cash transactions of
$10,000 or more in a 24-hour period, including any single cash buy-in of $10,000 or more,
or multiple cash transactions by a patron within a 24-hour period that total $10,000 or

more. BCLC must also report cash disbursements of $10,000 or more in a 24-hour period.
2007 Deloitte Review

21.  In June 2007, Minister John Les announced that Deloitte would conduct a review
of the Retail Lottery System in BC and make recommendations to enhance the overall

integrity of gaming in BC. Deloitte released its final report on October 31, 2007.38 This

33 Great Canadian Casino Ltd v. Surrey (City of) (1999), 53 B.C.L.R. (3d) 379, 1998 CanLll 2894 affd
1999 BCCA 619 (“Great Canadian”), | 65-69. See also, Ex. 67, Y 35-36.

34 British Columbia Gaming Project Working Group, Report on Gaming Legislation and Regulation in
British Columbia (1999) (White Paper) at pp. 64-65. See also, Ex. 67,  35-36.

35 GCA, ss. 3, 7; Ex. 67, 180 and 109.

36 Proceeds of Crime (Money Laundering) and Terrorist Financing Act, SC 2000, c. 17.

3T PCMLTFA, ss. 7, 9; Proceeds of Crime (Money Laundering) and Terrorist Financing Requlations,
SOR/2002-184, ss. 1, 3, and 41-44.

38 Ex. 939, p. 9.
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was one of the first external reviews of GPEB and BCLC after the enactment of the GCA. 39

22. Deloitte remarked that the relationship between BCLC, GPEB, and the Province
had been strained from time to time, “primarily due to the lack of clarity as to the
responsibilities and accountabilities of each organization”.%? To address this issue, GPEB
implemented a strategic initiatives function and created a new position of Senior
Coordinator Strategic Initiatives to be responsible for liaising between GPEB, BCLC and
other external organizations. Deloitte opined that those changes “should help to improve

the relationship between the organizations”.#!

23. GPEB’s GM at the time of the Deloitte’s report, Mr. Sturko, agreed there was friction
between GPEB’s Investigation Division and BCLC at times, but did not observe it directly.
Mr. Sturko did not recall the friction impeding GPEB or BCLC's ability to work effectively.*?
While he was GM, Mr. Sturko had a good relationship with BCLC’'s CEO, Michael
Graydon. GPEB and BCLC’s executives were part of a “joint executive committee” which
had meetings quarterly*® and, when it became a prominent concern, attempted to address
money laundering and proceeds of crime in a “coordinated way”.#* During Mr. Sturko’s
tenure, there were “occasional” internal challenges between the GPEB Investigation
Division and the other divisions of GPEB, but he also did not consider those challenges

to have impeded GPEB'’s ability to function effectively.*®
Early observations of large cash transactions (2007-2011)

24. In 2007, loan sharking was the Investigation Division’s primary concern; GPEB
investigators observed what were then colloquially referred to as “loan sharks” lending
money to casino patrons for the purpose of gaming.*6 At this time, GPEB did not have the

authority to bar patrons; rather, GPEB investigators would advise BCLC of suspected loan

39 Ex. 939.

40 Ex. 939, pp. 9 and 39.

41 Ex. 939, pp. 9, 39 and 52.

42 TR D. Sturko 28/JAN/2021, p. 106, I. 21-p. 108, I. 6.
43 TR D. Sturko 28/JAN/2021, p. 165, |. 8-p. 166, I. 1.
44 Ex. 507, 9 69.

45 TR D. Sturko 28/JAN/2021, p. 108, I. 7-p. 109, I. 1.
46 Ex.181,  31.
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https://cullencommission.ca/data/transcripts/Transcript%20January%2028,%202021.pdf
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https://cullencommission.ca/data/transcripts/Transcript%20January%2028,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/181%20-%20Affidavit%20No.%201%20of%20Larry%20Vander%20Graaf%20made%20on%20November%208%202020.pdf

sharks who, in turn, would bar them from casinos.4’

25. As action was being taken in response to suspected loan sharking, GPEB’s
Investigation Division observed increases in large cash buy-ins.#® In particular, Larry
Vander Graaf, former Executive Director of GPEB’s Investigation Division, observed what
he described as a “huge volume of $20 bills entering into casinos”.#® The Investigation
Division believed this money was the proceeds of crime and the increase in activity was
the result of organized crime using casinos to launder money.*® Mr. Vander Graaf and
others expressed their concerns to Mr. Sturko during management meetings.%' BCLC was
also aware of the issue of money laundering during this time period; the issue came to

their attention because of loan sharks frequenting BC casinos.52

26. GPEB and BCLC witnesses from 2008 to 2011 (and later) described being aware
of and concerned by the volume of suspicious large cash buy-ins occurring at Lower
Mainland casinos (e.g., small denominations, wrapped in elastic bands, bills not facing
the same direction, carried in plastic bags and other unusual methods).%® The evidence
suggests that, as early as 2009, there were sufficient indicators to give rise to an
awareness on the part of GPEB employees that an identifiable risk existed that money

laundering or the facilitation of money laundering was occurring in BC casinos.%

27. GPEB'’s early observations were consistent with what later came to be described
as the “Vancouver model” of money laundering. As Dr. Peter German explained in Dirty

Money, the Vancouver model is premised on individuals seeking to relocate some of their

47 Ex.181, 1 32 and 33; BCLC shared GPEB’s concerns regarding loan sharks and took steps to bar
them from casinos: Ex. 517, [ 43-44.

48 Ex.181, Ex. G.

9 Ex.181, 1 27.

50 Ex.181, 9 36; TR J. Schalk 22/JAN/2021, p. 108, |. 6-18.

51 Ex.181, 1 38; TR D. Sturko 28/JAN/2021, p. 120, I. 9-14; TR J. Schalk 22/JAN/2021, p. 140, I. 10-
25.

52 TR G. Friesen, 29/0CT/2020, p. 42, I. 21-p. 43, 1. 5; TR J. Karlovcec 29/0CT/2020, p. 124, 1. 16-p.
125,1. 7.

53 Ex. 181, 1 35-38 and 54; TR D. Dickson, 22/JAN/2021, p. 6, I. 15-25, p. 64, |. 16-25; TR J. Schalk
22/JAN/2021, p. 113, I. 1-16; TR J. Karlovcec 29/0CT/2020, p. 90, I. 11-20; TR S. Beeksma
26/0CT/2020, p. 47, I. 11-20; TR _S. Lee 27/0CT/2020, p. 18, I. 18-p. 19, I. 2; TR _G. Friesen
28/0CT/2020, p. 83, 1. 11-p. 85, I. 25.

54 TR D. Sturko 28/JAN/2021, p. 121, 1. 22-p. 122, 1. 5.
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wealth from China to Canada.® These individuals accept cash in Canada from a lender
and use the cash to buy-in at a BC casino; however, the provenance of the loaned funds
is unclear. The money often comes in the form of $20 bills and is presented in a way that
resembles the proceeds of crime. In the Vancouver model, the borrower is responsible for

paying back the lender, regardless of whether they win or lose at the gaming facility.%®

Limitations on GPEB’s authority under the GCA

(a) Limitations on GPEB’s SPC appointments

28.  Although GPEB’s Investigation Division was concerned that money laundering was
occurring, it did not see itself as having the authority or capacity to directly investigate
money laundering or proceeds of crime. While GPEB investigators were appointed as
special provincial constables (SPC) under section 9 of the Police Act®’, the terms of their
appointments were limited. At this time, GPEB investigators were not stationed in casinos

nor did they interact directly with patrons.

29. GPEB investigators were authorized to investigate breaches of the GCA and
investigate Criminal Code offences that had a “nexus” to gaming.%® However, Mr. Vander
Graaf and other investigators did not consider themselves to have the authority or ability
to investigate predicate offences, such as drug trafficking, for the purposes of combatting
money laundering.®® Derek Dickson, former Director, Casino Investigations for GPEB,
shared this understanding, namely that GPEB lacked the authority to investigate, in

particular by interviewing patrons about source of funds.°

30. GPEB investigators’ understanding of their limited authority to investigate money

5 Ex. 832, Dirty Money: An Independent Review of Money Laundering in Lower Mainland Casinos
Conducted for the Attorney General of British Columbia, Peter M. German, QC, March 31, 2018 (“Dirty
Money”), p. 38.

% TR S. Schneider 25/MAY/2020, p. 58, |. 29-46; TR D. Eby 26/APR/2021, p. 36, I. 10-p. 37, I. 8.

57 RSBC 199, c. 367.

58 Ex. 709.

%9 Ex. 181, Ex. D, E, Z; Ex. 144, 1 28-30, Ex. F; Ex. 587, { 31; TR J. Meilleur 12/FEB/2021, p. 34, I.
15—p. 35, I. 10 and 10/MAR/2021, p. 3, I. 10-p. 12, I. 21, and p. 45, I. 14—p. 47, 1. 8; TR J. Schalk
22/JAN/2021, p. 115, I. 16—p. 116, |. 12; TR F. Pinnock 6/NOV/2020, p. 4, |. 18—p. 5, |. 19; Ex. 586
(sealed for privilege); TR D. Dickson 22/FEB/2021, p. 91, |. 1-12.

60TR D. Dickson 22/FEB/2021, p .46, |. 1-6. This understanding is supported by the practice of
conducting patron source of fund and source of wealth interviews in Ontario, as described in the Malysh
Report. Such interviews were usually conducted by the OPP: Ex. 73, App. H, p. 23.
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https://cullencommission.ca/data/transcripts/Transcript%20May%2025,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf
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https://cullencommission.ca/data/transcripts/Transcript%20February%2012,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20March%2010,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20January%2022,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20January%2022,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20November%206,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%2022,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%2022,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/73%20-%202020%2010%2017%20OR%20Past%20Recommendations%20w%20Appendices%20REDACTED.pdf
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laundering was shared by various GMs. Mr. Sturko testified that money laundering
investigations did not fall within GPEB’s mandate, nor did GPEB investigators have the
authority to seize cash at the cash cage. Douglas Scott was also advised that GPEB
investigators did not have authority to question patrons or conduct money laundering
investigations.®! Additionally, and separate from the question of authority, GPEB did not

have the resources or tools to conduct money laundering investigations.®?

31. GPEB’s view—that, despite its investigators’ SPC status, it lacked the ability to
investigate money laundering—is consistent with Dr. German’s conclusions in both his
2016 legal opinion and Dirty Money.? Dr. German confirmed his view that GPEB is not
specialized in AML, there is no general authority for an SPC to act as a constable as they
are restricted by their appointment, and any money laundering investigation needed to be

referred to law enforcement.®4

32. The weight of the evidence suggests a widespread and reasonably held
understanding that GPEB investigators had limited authority and ability to investigate
money laundering. The fact that representatives of other industry stakeholders may have
held a different view is immaterial to the reasonableness of GPEB’s own understanding

of the limits of its investigators’ powers and resources.

33. Intaking the steps it did, GPEB acted in good faith and reasonably relied on internal
legal advice and Dr. German’s 2016 opinion with respect to the limitations on its authority
to investigate money laundering and proceeds of crime.®® In the circumstances, GPEB

cannot be said to have misconducted itself in so relying on that legal advice.%®

61 TR D. Scott 8/FEB/2021, p. 34, I. 6—p. 35, |. 11, p.106, 1.12-17, p. 107, |. 6-8.

62 TR D. Sturko 28/JAN/2021, p. 104, I. 16-23, p. 111, . 3-18, and p. 118, I. 5-11; Between 2012 and
2017 there were only six or seven GPEB investigators based in the Lower Mainland on average:
Overview Report: 2012 & 2013 GPEB Organizational Charts; TR J. Meilleur 10/MAR/2021, p. 145, I.
20-p. 149, 1. 18; Ex. 710.

63 Ex. 832, pp. 80-82; Ex. 586 (sealed); Fullowka v. Pinkerton’s of Canada Ltd., 2010 SCC 5
(“Fullowka”).

64 TR P. German 13/APR/2021, p. 144, 1. 1-18, p. 146, |. 23-p. 147, 1. 8.

65 Ex. 586 (sealed); Ex. 1058 (sealed); Ex. 587, § 31 and 78; TR J. Meilleur 12/FEB/2021, p. 34, |. 15-
p. 35, 1. 10; TR J. Meilleur 10/MAR/2021, p. 3, 1. 10-p. 12, I. 21, and p. 45, |. 14—p. 47, |. 8.

6 Fullowka at para. 89. Despite the lower threshold articulated by the Supreme Court of Canada for
making a finding of “misconduct”’, Fullowka remains applicable to the issue of whether GPEB took all
reasonable steps to investigate money laundering or proceeds of crime in BC gaming facilities.



https://cullencommission.ca/data/transcripts/Transcript%20February%208,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20January%2028,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20March%2010,%202021.pdf
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(b) BCLC'’s statutory responsibility to “conduct and manage”

34. As awareness of the issue of money laundering grew, the uncertainty around the
respective roles of GPEB and BCLC became a concern.®” Mr. Sturko’s understanding
was that GPEB could not “tell BCLC how to conduct and manage casino games but [it]
did have the authority for programs and functions that had a direct impact on them”.%® Due
to this need for clarity, in March 2008, Mr. Sturko issued a memorandum setting out
GPEB's role and its responsibility for the overall integrity of gaming and horse racing.®®
This memorandum is an early example of persistent concerns regarding the lack of clarity
of BCLC and GPEB'’s respective roles under the GCA.”°

35. Attimes, GPEB was concerned that, if it became involved in investigating patrons
by, for example, conducting interviews, this may encroach upon BCLC'’s exclusive
‘conduct and manage” role. During his tenure as Executive Director, Mr. Vander Graaf
understood that interviewing patrons about their source of funds fell outside GPEB'’s
statutory authority and rather, “activities surrounding source of funds declarations were
the responsibility of BCLC under its conduct and manage role ...”.”" This belief was shared
by BCLC, who GPEB understood opposed it interviewing patrons about the source of
funds.”? BCLC’s opposition to GPEB’s involvement influenced GPEB’s AML Strategy,
which was structured to avoid unnecessarily intruding on BCLC’s conduct and manage
role.”® As a result, GPEB did not interview casino patrons.

36. Nor did GPEB conduct interviews of service provider cage staff. This is because
GPEB had (and has) statutory authority to obtain necessary information under the GCA.
If GPEB required additional information or records, it was empowered to request them
pursuant to s. 86(1), and service providers were required to comply. GPEB considered
this an important and reliable tool for obtaining information and routinely exercised its

authority. For example, when reviewing s. 86 reports, GPEB investigator, Ken Ackles,

67 Ex. 181, 1 22-23.

68 Ex. 507, q 35.

69 Ex. 181, 1 24, Ex. B; Ex. 507, § 105-107, Ex. J.

0 Ex. 181, Ex. C.

" TR L. Vander Graaf 12/NOV/2020, p. 187, I. 23-p. 188, I. 11; TR L. Vander Graaf 13/NOV/2020, p.
48, I. 3-7.

2 TR D. Scott 8/FEB/2021, p. 99, I. 19-24; Ex. 557, || 44.

3 TR D. Scott 8/FEB/2021, p. 170, I. 14-p. 171, 1. 5.
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requested further information and documents from the service providers “[a]lmost in all
instances”.” There is no evidence that interviewing cage staff would have produced

further or better information than what was available to GPEB via s. 86(1) of the GCA.

37. The legislative scheme created by the GCA, and GPEB and BCLC’s respective
roles under that scheme, also influenced GPEB’s approach to engaging with service
providers at the operational level, including with casino cage staff.”> Service providers
provide gaming services to BCLC,”® and consistent with this, John Karlovcec, former
BCLC Manager, expected that BCLC investigators would interview cage staff if
necessary.’’” This approach is consistent with BCLC’s conduct and manage role under
the GCA.™®

38. GPEB'’s role did, however, include reviewing s. 86 reports and determining an
appropriate response. In this regard, GPEB investigators understood that the reports they
generated contained valuable intelligence that was being gathered for future police
action.”® This belief was borne out, in part, by the gaming investigation initiated by
Integrated Proceeds of Crime Unit (“IPOC”) in 2010 because of GPEB-led intelligence.&
This work by GPEB also resulted in creation of Mr. Ackles and Mr. Barber's 2015
spreadsheet compiling the large cash transactions at the River Rock Casino and Resort

(“River Rock”),8! which led to further significant action by both GPEB and the Province.
Early proposals by GPEB to address suspicious cash (2009-2010)

39. In March 2009, Mr. Sturko asked GPEB’s Investigation, Audit, and Registration

Divisions to make recommendations with respect to AML initiatives in commercial gaming

74 TR K. Ackles 2/NOV/2020, p. 126, 1.15-21.

5 GCA, s. 7(1); see also paras. 18-10, 101-103.

7 TR T. Doyle 9/FEB/2021, p. 102, I. 8.

7 E.g. in circumstances where a cash-out was paid in a higher denomination than the denomination
used in the buy-in. Mr. Karlovcec testified that this expectation was shared with Robert Kroeker, who
was then VP of Compliance at BCLC: TR J. Karlovcec 30/0CT/2020, p.154, I. 14-20; Ex. 129.

8 GCA, s. 7(1)(i); among other things, the GCA provides that in conducting and managing gaming,
BCLC “must monitor compliance by gaming services providers with this Act, the regulations and the
rules of the lottery corporation”.

® TR R. Barber 3/NOV/2020, p. 114, 1. 14-17.

80 Barry Baxter, former Officer in Charge of IPOC, described it as the most high-profile investigation
that the C22 team conducted during this time with IPOC: TR B. Baxter 8/APR/2021, p. 23, |. 1-11.

81 Ex. 144, 11 23-24.
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facilities, including enforcement instruments and methods. Those divisions prepared a
memorandum dated March 16, 2009, which was presented to Michael Graydon, then
President and CEO of BCLC, in a discussion document titled “Money Laundering Risk
Management”.82 The memorandum defined suspicious transactions® and, among others,
recommended that “[o]nce a transaction or attempted transaction has been deemed to be

suspicious, and prior to it being completed, the transaction must be refused by the

service provider at a commercial gaming facility and immediately reported to GPEB,
Investigations Division via a Section 86 Report” [emphasis in original].84

40. Mr. Sturko did not specifically recall if he elevated the 2009 memorandum or its
recommendations to Minister Coleman or his Deputy Minister (“DM”), but “would have

made them aware of discussions at some time during our deliberations on [it]”.8°

41.  On July 8, 2009, Terry Towns, then Vice President of Corporate Security and
Compliance with BCLC, provided Mr. Sturko with a response to GPEB’s “Money
Laundering Risk Management” document.8 With respect to GPEB’s proposal that service
providers refuse suspicious cash transactions, BCLC’s position was, in part, as follows:
The FINTRAC requirement is to report, not refuse suspicious transactions. The

only transactions that are currently refused are those where the information
requirements are not met (ie no ID is provided).

Most of the GPE indicators are the same or similar to that specified by FINTRAC.
However FINTRAC is clear that it's suggested list of indicators should be seen as
suggestions for patterns of behaviour rather than specific signs of money
laundering. The impact of refusing all transactions is uncertain, and could lead to
missing opportunities to detect money laundering, as well as probable loss of
business and over reporting to FINTRAC.#"

42. BCLC’s approach at the time—using compliance with FINTRAC reporting
requirements as a primary means of addressing money laundering risk—was reflected in

its employees’ testimony. For example, Mr. Karlovcec testified that BCLC investigators’

82 Ex. 181,962, Ex. R, p. 179; TR D. Sturko 28/JAN/2021, pp. 120-122, p. 127,1. 7-p. 128, 1. 7, p. 168,
I. 25, p. 175, I. 5; Exs. 509, and 510.

8 Proposed indicators included: “[c]ash transaction greater than $3,000 which comprises only twenty
dollar denominational notes...”: Ex. 181, Ex. R, p. 179.

8 Ex. 181,962, Ex. R, p. 180; TR M. Graydon 11/FEB/2021, p. 69, |. 5-p. 70, I. 15; Ex. 511.

8 TR D. Sturko 28/JAN/2021, p. 122, 1. 2-p. 126, I. 1.

86 Ex. 511.

87 Ex. 511.
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14

role was to “observe and report” and that under Mr. Towns’ leadership, BCLC focused on
complying with its reporting obligations.®8 BCLC did not take up GPEB’s recommendation
to refuse suspicious cash and did not direct service providers to refuse suspicious cash
or require patrons to establish the source of their funds.8® BCLC instead focused its efforts
on fulfilling its reporting obligations and providing information to law enforcement, which

BCLC viewed as being better positioned to address the problem of money laundering.*°
Creation and disbandment of IIGET (2003-2009)

43. In response to concerns about the presence of illegal gambling activities, the
Province and RCMP created the Integrated lllegal Gaming Enforcement Team (“lIGET”)
in April 2003. IIGET was established through a Memorandum of Understanding between
the Province’s Police Services Division and the RCMP (the “lIGET MOU”).®!

44. The scope of IGET’s mandate was the subject of confusion. Minister Coleman, the
responsible Minister at the time of IIGET’s creation, Mr. Sturko, a member of the IIGET
Consultative Board, Joe Schalk, then Senior Director of GPEB, and Fred Pinnock, former
Officer-in-Charge of IGET, understood that IIGET’s mandate did not include illegal activity
in legal gaming venues.®? By contrast, materials published at the time suggest IIGET was
intended to investigate illegal activities both within, and external to, legal gaming venues.®?
Tom Robertson and Wayne Holland, both former Officers-in-Charge of [IGET, both
testified that IIGET’s mandate included investigating unlawful activities in legal gaming
venues.® Kevin Begg, former ADM and Director of Police Services, understood that while
IIGET’s mandate may have included investigating unlawful activities in legal venues to
avoid restricting the unit’s ability to follow an investigation, this was not a central part of

88 TR J. Karlovcec 30/0CT/2020, p. 82, |. 22-p. 83, 1. 6, p. 84, 1. 2-11; TR M. Graydon 11/FEB/2021, p.
73, 1. 5-10; TR D. Scott 8/FEB/2021, p. 46, I. 17-20; TR S. Beeksma 26/0CT/2020, p. 135, |. 14-15;
TR S. Lee 27/0CT/2020, p. 26, |. 24—p. 27, 1. 2.

8 TR J. Karlovcec 30/0CT/2020, p. 89, |. 18-24; TR S. Beeksma 26/0CT/2020, p. 45, |. 21-25.

9 TR J. Karlovcec 30/0CT/2020, p. 83, I. 11-20, p. 151, |. 7-14, p. 178, |. 5-11.

91 Ex. 77, 1 2; Ex. 507, Y 44. The IGET MOU was signed in March 2004.

92 Ex. 507, q 48 and 48; TR D. Sturko 28/JAN/2021, p. 111, I. 19-p. 112, . 20; TR _R. Coleman
28/APR/2021, p. 38, I. 21—p. 41, I. 19; TR J. Schalk 22/JAN/2021, p. 124, I. 20-25; TR F. Pinnock
5/NOV/2020, p. 58, I. 12-p. 59, I. 7.

%3 Ex. 77, 116-17, App. K.

% TR T. Robertson 6/NOV/2020, p. 35, I. 3-23, p. 37, I. 13-p. 38, I. 3, pp. 45-48; TR W. Holland
2/DEC/2020, p. 183, 1. 7-17.



https://cullencommission.ca/data/transcripts/Transcript%20October%2030,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%2011,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%208,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20October%2026,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20October%2027,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20October%2030,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20October%2026,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20October%2030,%202020.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/77%20-%20Overview%20Report%20Integrated%20Illegal%20Gaming%20Enforcement%20Team.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/507%20-%20Affidavit%20no%201%20of%20Derek%20Sturko%20made%20on%20January%2018%202021_Redacted.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/507%20-%20Affidavit%20no%201%20of%20Derek%20Sturko%20made%20on%20January%2018%202021_Redacted.pdf
https://cullencommission.ca/data/transcripts/Transcript%20January%2028,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2028,%202021.pdf
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https://cullencommission.ca/data/transcripts/Transcript%20November%205,%202020.pdf
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its mandate.%®

45. Messrs. Robertson, Pinnock, and Holland agreed, however, that IIGET was not
sufficiently resourced to undertake money laundering investigations.%® Only one IIGET
investigation into illegal activity within a legal gaming venue is reflected in the evidence

and it did not result in criminal charges being laid.®”

46. According to Mr. Pinnock, the Consultative Board directed IIGET to focus on low
and mid-level targets, including illegal lotteries, common gaming houses, and video lottery
terminals. This is consistent with a July 2007 IIGET status report, which suggests that in
December 2006, the Consultative Board directed IIGET to focus its resources on the
enforcement of mid-level illegal gaming targets and not to take on additional high-level
targets in the short to medium term.®® Mr. Pinnock disregarded this direction and focused

on a high-level internet gaming target, which caused friction.®®

47.  Approximately five years into IGET’s operations, there were various reviews of its
progress and success.'% In a July 20, 2007 business case, Mr. Pinnock recommended
an expansion of the unit to satisfy the terms of the IGET MOU."%" On July 23, 2007, Mr.
Pinnock completed a performance report, which highlighted that no charges were laid but
147 warnings were administered and 349 files opened.'? Mr. Pinnock also prepared a
business case for the formation of a “Provincial Casino Enforcement/Intelligence Unit”,
which identified organized criminal activity as a significant problem in legal casinos and

observed that part of the problem was the lack of law enforcement activity. Mr. Pinnock

9% TR K. Begg 21/APR/2021, p. 26, |. 8-p. 27, 1. 6; Ex. 150; Ex. 165.

9% TR T. Robertson 6/NOV/2020, p. 49, I. 5-18; TR F. Pinnock 5/NOV/2020, p. 78, 1. 19-p. 79, 1. 3; TR
W. Holland 2/DEC/2020, p. 104, I. 17-19. In addition to the confusion around the scope of IIGET’s
mandate, from the time of its inception, it struggled to establish or maintain a full staff complement.
The unit was typically understaffed and had a high turnover rate. During Mr. Holland’s tenure, there
were few members there for more than one or two years: TR W. Holland 2/DEC/2020, p.98, 15-12, p.
107, 1. 1-5; TR F. Pinnock 5/NOV/2020, p. 109, I. 22 — p. 110, I. 10.

9 TR T. Robertson 6/NOV/2020, p. 53, 1. 13 — p. 55, |. 8; Mr. Holland testified that between 2007-2009,
while he was OIC, there were no investigations relating to activities in casinos as IIGET was occupied
with the accomplishment of the Tait report, development of business cases, and catching up with the
backlog of files: TR W. Holland 2/DEC/2020, p. 112, 1. 3-18.

98 Ex. 315; Ex. 153.

9 TR F. Pinnock, 5/NOV/2020, p. 57, I. 14—p. 58, I. 8.

100 Ex. 77, 9 32-49.

101 Ex. 77, 1 32-37.

102 Ex. 77, 9 38-40; TR F. Pinnock 5/NOV/2020, p. 57, |. 20-25.
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recommended the expansion of IIGET's mandate to include legal gaming.'®® This

proposal was not given to the Consultative Board or to the Solicitor General at the time. 04

48. PSSG also engaged a consultant, Catherine Tait, to review IIGET, which
culminated in her November 2007 Effectiveness Review Report (the “Tait Review”).1%®
The Tait Review identified three options: (a) disband IIGET; (b) continue I[IGET in its
current form; or (c) expand IIGET’s operations. The Tait Review recommended against
disbandment, observing that no police agency would fill the resulting void. Instead, the
Tait Report recommended the IIGET MOU be extended for one year to allow the
Consultative Board to gather information to make an informed decision.’® In January
2008, in response to the Tait Review, Mr. Holland and S/Sgt. Martin prepared a second
business case proposing the expansion of IIGET. Ultimately, by way of an IIGET MOU

renewal request in January 2008, IIGET was continued for one year.'%”

49.  Mr. Pinnock asserted that GPEB and IIGET had a “tense” relationship in the main
Burnaby office, but later clarified that the tension was solely between himself and Mr.
Schalk.'% According to Mr. Pinnock, Mr. Schalk was “hostile” and GPEB did not welcome
IIGET’s involvement.'%® This version of events stands alone and in contrast to that of
Messrs. Robertson, Schalk, Vander Graaf and Holland.''® For example, Mr. Robertson
denied that there was tension while he was Officer-in-Charge of IIGET,""" and did not
describe his interactions with Mr. Vander Graaf as negative or “dysfunctional”, despite

103 Ex. 77,  41-42.

104 TR K. Begg 21/APR/2021, p. 37,1. 18 — p. 38, |. 11; Ex. 507, 9] 54-57.

105 Ex. 77, 9] 45, Appendix C; Ms. Tait’s review was conducted pursuant to paragraph 4.3 of the IIGET
MOU, which required an effectiveness review of IGET.

106 Ex. 77, 1 45-49.

107 Ex. 77, Appendix S; TR W. Holland 2/DEC/2020, p. 118, I. 4—p. 119, |. 25, p. 131, I. 14-18; In early
2008, Mr. Holland commissioned a threat assessment relating to illegal gaming. The assessment,
entitled the “Extent and Scope of lllegal Gaming in BC 2005-2008", was completed in January 2009. It
was provided to the Consultative Board, RCMP Chief Superintendent Bent, and Superintendent Russ
Nash; however, by that time, the Consultative Board had already advised the unit was likely going to
be collapsed: TR W. Holland 2/DEC/2020, p. 132, I. 17-22, p. 140, |. 24-25, p. 141, |. 22—p. 142, |. 4.
108 TR F. Pinnock 6/NOV/2020, p. 10, |. 23-p. 11, 1. 21.

199 TR F. Pinnock 5/NOV/2020, p. 58, I. 22-p. 59, |. 25, p. 74, 1. 22-p. 75, 11, p. 77, 1. 13-21, and p. 79,
I. 11-25.

"0 TR T. Robertson 6/NOV/2020, p. 97, 1. 16-p. 98, I. 15; TR W. Holland 2/DEC/2020, p. 114, |. 12-p.
115, 1. 24; TR L. Vander Graaf 12/NOV/2020, p. 37, |. 25-p. 39, I. 17, p. 41, |. 14-25. See also, TR K.
Begg 21/APR/2021, p. 27, 1. 7-p. 28, I. 12.

" TR T. Robertson 6/NOV/2020, p. 52, I. 25-p. 53, |. 12.



https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/77%20-%20Overview%20Report%20Integrated%20Illegal%20Gaming%20Enforcement%20Team.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2021,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/507%20-%20Affidavit%20no%201%20of%20Derek%20Sturko%20made%20on%20January%2018%202021_Redacted.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/77%20-%20Overview%20Report%20Integrated%20Illegal%20Gaming%20Enforcement%20Team.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/77%20-%20Overview%20Report%20Integrated%20Illegal%20Gaming%20Enforcement%20Team.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/77%20-%20Overview%20Report%20Integrated%20Illegal%20Gaming%20Enforcement%20Team.pdf
https://cullencommission.ca/data/transcripts/Transcript%20December%202,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20December%202,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20November%206,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20November%205,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20November%206,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20December%202,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20November%2012,%202020.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2021,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2021,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20November%206,%202020.pdf

17

there being some disagreement around the two organizations’ roles.''? Rather, Mr.

Robertson described the relationship between the two organizations as “excellent”.''3

50. For his part, while Mr. Schalk agreed that he and Mr. Pinnock had a heated
exchange about one matter, he would not label it “hostile”.''* He also did not agree that
his allegedly “tense” relationship with Mr. Pinnock negatively impacted GPEB or IIGET’s
ability to work together effectively to fulfil their mandates.''® In March 2007, Mr. Pinnock
advised his superiors that he and Mr. Schalk had a mediated discussion and their
relationship “began to improve immediately”.''® Regardless, GPEB could not dissuade

IIGET from pursuing investigations, nor did it attempt to do so.'"”

51. lIGET ceased operations on April 1, 2009. Minister Coleman testified he disbanded
IIGET in consultation with Mr. Sturko, Mr. Begg, his DM''®, and his Chief of Staff.
According to Minister Coleman, that decision was based on several factors including
IIGET’s lack of success, observed inefficiencies, and inability to maintain a full staff
complement. Minister Coleman denied engaging with senior RCMP members about
disbanding IIGET and denied funding pressures factored in the decision."?

52.  Mr. Sturko’s testimony was consistent with that of Minister Coleman. Mr. Sturko
was consulted on the disbandment decision and confirmed that the Consultative Board
was not satisfied with what IIGET had accomplished or its staff turnover. Mr. Sturko
supported the recommendation to disband IIGET.'?0 Similarly, Mr. Begg testified IIGET
had not performed well; however, in his view, IIGET should have been reformed rather
than disbanded. Despite this, Mr. Begg testified the disbandment did not create a law

enforcement gap. Rather, the types of investigations IIGET was created to address

"2 TR T. Robertson 6/NOV/2020, p. 58, I. 6-p. 60, I. 20 and p. 63, |. 18-p. 64, I. 11.
"3 TR T. Robertson 6/NOV/2020, p. 97, I. 16-p. 98, I. 15.

14 TR J. Schalk 22/JAN/2021, p. 129, I. 18-p. 130, I. 9.

"5 TR J. Schalk 22/JAN/2021, p. 133, I. 16-p. 134, 1. 18.

16 TR F. Pinnock 5/NOV/2020, p. 11, |. 22-p. 13, I. 8. See also, Ex. 156, p. 3 and Ex. 161.

"7 TR J. Schalk 22/JAN/2021, p. 125, 1. 4-p. 126 |. 13; TR F. Pinnock 5/NOV/2020, p. 76, . 1-12.

118 Mr. Coleman testified that his DM at the time was Lori Wanamaker: TR R. Coleman 28/APR/2021,
p. 100, I. 11-25, p. 173, I. 8—p. 175, I. 1; Ms. Wanamaker testified she did not have responsibility for
gaming until October 2010, which is after IGET was disbanded: TR L. WWanamaker 22/APR/2021, p.
40, I. 7-22; Ms. Wanamaker’s evidence is consistent with BC OIC 653/2010, pursuant to which she
was appointed DM, PSSG, on October 25, 2010.

9 TR R. Coleman 28/APR/2021, p. 100, . 11, p. 106, I. 9.

120 TR D. Sturko 28/JAN/2021, p. 129, I. 12—p. 130, I. 7; Ex. 507, ] 58-62.
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became the responsibility of the police of local jurisdiction.?’
Divergent views on AML approach (2009-2011)

53. Inthe years following IIGET’s dissolution, GPEB and BCLC held differing views on
the nature and scope of money laundering in BC casinos. In 2010 and 2011, GPEB wrote
to BCLC expressing concerns about casinos accepting large cash transactions (“LCTs”),
largely in $20 denominations, and urged BCLC to act by, among other things, barring
patrons associated with known loan sharks.'??> GPEB'’s urgings went largely unheeded

and little progress was made to reduce the number of suspicious LCTs during this time.

54. GPEB’s Investigation Division continued to believe the LCTs they were
observing—comprised largely of $20 bills wrapped in elastic bands and carried in unusual
bags—were the proceeds of crime, and the increasing frequency and amounts of the large
cash buy-ins were indicative of money laundering. GPEB witnesses from this period could
not conceive of an alternative explanation for these observations.'?® The evidence
suggests that the indicators of risk that had caused GPEB to first suggest refusing

suspicious cash in 2009 remained a concern to GPEB.

55.  With some exceptions'?*, the evidence of BCLC’s witnesses during this period was
that they were not concerned that casinos were being used to launder money.'?® In their
view, the patrons had sufficient wealth to support the large cash buy ins and the loss of
funds negated the prospect they were laundering proceeds of crime.'?6 However, certain
members of BCLC management acknowledged that BCLC investigators were concerned
the cash was proceeds of crime.'?” That said, the evidence supports a conclusion that

BCLC witnesses from this period believed that BCLC investigators’ primary role was to

121 TR K. Begg 21/APR/2021, p. 50, I. 15—p. 51, I. 4.

122 Exs. 108, 110, and 112.

123 Ex. 145, 91 30-31; TR R. Barber 3/NOV/2020, p. 13, . 2-10, p. 14, 1. 8-15, p. 136, |. 4-18; Ex. 181, q
35-38 and 54; TR K. Ackles 2/NOV/2020, p. 11, I. 1-23; Ex. 144, 9 19; TR D. Dickson 22/JAN/2021, p.
6, I. 15-25, p. 64, I. 16-25; TR J. Schalk 22/JAN/2021, p. 113, I. 1-16.

124 Ex. 166, 37 and 38; TR S. Beeksma 26/0CT/2020, p. 45, |. 11-17.

125 TR G. Friesen 28/0CT/2020, p. 96, I. 13-20.

126 TR G. Friesen 28/0OCT/2020, pp. 96-99; TR J. Karlovcec 29/0CT/2020, p. 111, I. 19-p. 112, |. 17,
TR S. Lee 27/0CT/2020, p. 97, I. 15-24; Ex. 111, p. 3; Ex. 181, 1 111 (and unnumbered ] above) to
122; This view is reflected in Ex. 141, p. 3.

127 TR G. Friesen 28/0CT/2020, p. 87, 1. 21—p. 89, I. 25, p. 97, |. 20—p. 99, 1. 9.
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observe and report.?® The evidence summarized below suggests that BCLC did not, at
the time, share GPEB’s concerns regarding the risks of accepting suspicious cash from

patrons associated with loan sharks.

56. The views of GPEB and BCLC employees at this time are apparent in
correspondence exchanged between April 2010 to February 2011."2° On April 14, 2010,
Derek Dickson, then GPEB’s Director, Casino Investigations, wrote to Doug Morrison,
then BCLC’s Manager, Casino Security and Surveillance, to raise concerns with four LCT
patrons that GPEB considered a risk to the integrity of gaming.'3® According to Mr.
Dickson, “any patron” associating with, or engaging in loan shark activity, was by definition
“‘undesirable” and should be barred by BCLC under s. 92 of the GCA. On May 4, 2010,
Gordon Friesen, then BCLC’s Assistant Manager, responded detailing the steps taken by
BCLC regarding loan sharking. Mr. Friesen did not respond to Mr. Dickson’s suggestion

that any patron dealing with loan sharks ought to be barred.'3’

57.  This exchange is best understood within the context of notes made by Michael
Hiller, former BCLC investigator, and the testimony of Rick Duff, former General Manager
of the River Rock, which illustrate that, immediately preceding this period, Great Canadian
Gaming Corporation (“GCGC”) staff did not agree that LCT patrons should be barred for
dealing with loan sharks. Mr. Hiller's notebook entry of July 3, 2009 is demonstrative:
Rick Duff into our office to speak with Rick [Pannu] and I. Upset about BCLC
barrings for LCT players. He will discuss further with Doug MORRISON. Rick Duff
also mentioned that if that is how BCLC investigators are going to do business,
then he will instruct surveillance to do things differently. We discussed that wasn’t

a good idea and pointed out that the offenders have incidents at varying sites with
Starlight + [River Rock] about equal.'3?

58.  In November 2009, Mr. Hiller and Mr. Duff had further meetings in which Mr. Duff
indicated that GCGC management will “object to any BCLC barring for an LCT player

128 TR G. Friesen 28/0OCT/2020, p. 56; TR J. Karlovcec 29/0CT/2020, p. 82, |. 22-p. 83, |. 2; Ex. 166,
9 25, 40; Ex. 576, 47; TR M. Graydon 11/FEB/2021, p. 73, . 5-10; TR D. Tottenham 4/NOV/2020,
p.22,1.16-p. 23, 1. 22; TR S. Beeksma 26/0CT/2020, p. 135, 1. 12-18; TR S. Lee 27/0CT/2020, p. 26,
I. 21-p. 27, 1. 12.

129 Exs. 108, 109, 110, 111 and 112, as described below.

130 Ex. 108.

131 Ex. 109.

132 Ex. 167, see, pp. 8, 9, 36, 37, 77-79, 82-83. See also, Ex. 1036.
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merely for dealing with loan sharks” and that “dealing with loan sharks [was] not an
offence”.’33 Mr. Duff opposed the barring of LCT patrons for revenue purposes.'* Mr.
Hiller testified that, as a result of his discussions with Mr. Duff, he later agreed that barring
LCT patrons was not the correct approach.'® In the result, LCT patrons, VIP, or VVIP
patrons were not sanctioned in any meaningful way for their role in cash facilitation during
this time frame. It was not until the introduction of BCLC’s “cash conditions program” that
patrons of known cash facilitators started being approached,'®® and even with the
introduction of the cash conditions program, BCLC's reluctance to bar LCT patrons, VIP,
or VVIP patrons continued. For example, despite Jia Gao’s continued contravention of the
conditions placed upon him, BCLC did not bar him from play.'3 In fact, prior to September

2015, BCLC'’s conditions were only applied to four players.38

59. As aresult of this approach, BCLC exercised its powers under s. 92 of the GCA to
bar persons engaged in “loan sharking” or cash facilitating, but patrons who used the
services of loan sharks or cash facilitators were permitted to buy in with large amounts of
suspicious cash.'® This is the basis of the Vancouver model described above; on the
evidence, the Vancouver model appears to be the method of money laundering used

throughout the time period in issue in this inquiry—though not initially identified as such.

60. During this period, GPEB contacted IPOC to “try to generate interest in what was
taking place in casinos”.® According to Mr. Vander Graaf, IPOC was conducting

surveillance on loan sharks in 2010 or 2011.'4

61. On November 24, 2010, Mr. Dickson wrote to Mr. Friesen, then Manager at BCLC,

133 Ex. 167, see, pp. 8, 9, 36, 37, 77-79, 82-83; TR S. Beeksma 26/0CT/2020, p. 32, |. 6-12 and 19-
25, p. 33, I. 1-15; Mr. Lee deposed that, sometime after 2012, GCGC’'s GM Mr. Duff “frequently”
complained to him about BCLC’s loan sharking and other bans because he “thought they were bad for
business”: Ex. 87, [ 35.

134 TR M. Hiller 9/NOV/2020, p. 84, |. 21—p. 85, |. 6; TR R. Duff 25/JAN/2021, pp. 39-44.

135 TR M. Hiller 9/NOV/2020, p. 85, I. 7-20, p. 88, I. 11-20.

136 TR D. Tottenham 4/NOV/2020, pp. 80-82.

137 TR D. Tottenham 4/NOV/2020, p. 146, |. 13-22, p. 149, |. 24—p. 160, |. 24; Ex. 148, 1 82-83; see
also, Ex. 130; Ex. 170; Ex. 177; Ex. 178.

138 Ex. 490, Ex. 39.

139 TR M. Hiller 9/NOV/2020, pp. 81-83; Ex. 167; TR R. Duff 25/JAN/2021, p. 41, |. 2-23.

140 Ex. 181, 1101-104; TR L. Vander Graaf 12/NOV/2020, p. 132, 1. 1-7; TR D. Dickson 22/JAN/2021,
p. 32, 1. 2—p. 33, . 11; Ex. 110; TR J. Schalk 22/JAN/2021, pp. 137-139.

141 Ex. 181, 1 103.
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to reiterate GPEB’s concerns, noting GPEB observed a “dramatic increase in the amounts
of small denomination Canadian currency used for large buy-ins by LCT patrons within
Lower Mainland Casinos”, providing the example of Mr. Li Lin Sha.'#? Mr. Dickson advised
BCLC that he and Mr. Schalk met with IPOC who advised of serious concerns that casinos
were being used to “launder large sums of money for organized crime groups”. Mr.
Dickson remarked that the “conduct and manage mandate of BCLC has a direct
correlation to maintaining the integrity of gaming in the province”; he urged BCLC to seek
solutions to the “obvious” money laundering threat in BC casinos.'3 At this time, Mr.

Dickson was also raising his concerns with his superiors within GPEB. 44

62. Mr. Dickson explained that he sent the November 24 letter to BCLC because he
“hoped [they] could perhaps work together and become combined in the same ideas how

we could address this problem ...”. 145 At this time, GPEB’s Investigation Division
communicated regularly with both service providers and BCLC, and Mr. Dickson’s view

was that GPEB tried its best to help those stakeholders “remain compliant”.146

63. In response to the November 24" letter, BCLC investigated Mr. Sha’s gaming.'4’
On December 24, 2010, Mr. Karlovcec responded to Mr. Dickson and after setting out the
history of Mr. Sha’s play, summarized BCLC’s opinion as follows:
It is our opinion that based on SHA's history of play; his betting strategy; the fact
he has requested only one verified cheque during the dates in question; his win/loss
ratio; and the fact that his occupation states he owns a coal mine and commercial

real estate firm, he does not meet the criteria that would indicate he is actively
laundering money in British Columbia casinos.'4®

64. Mr. Dickson testified this was a typical response from BCLC when GPEB raised
money laundering concerns'9 and it was not the first time BCLC expressed the view that

if a patron was losing money, they were not laundering money.'®® Mr. Towns’ evidence is

142 Ex. 110.

143 Ex. 110.

144 TR D. Dickson 22/JAN/2021, p. 6, . 12-p. 9, . 3.

145 TR D. Dickson 22/JAN/2021, p. 42, 1. 18-p. 43, I. 11.

146 TR D. Dickson 22/JAN/2021, p. 79, |. 4-22.

147 Ex. 517, ] 84, Ex. 20.

148 Ex. 111, p. 3; TR J. Karlovcec 30/0OCT/2020, p. 89, I. 5-20.
149 TR D. Dickson 22/JAN/2021, p. 36, I. 1-9.

150 TR D. Dickson 22/JAN/2021, p. 96, 1. 16 — p. 97, |. 6.
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consistent with this view. He did not perceive Mr. Sha to have been laundering money
because “he lost almost all of the cash that be bought in with”.%" Mr. Towns believed that,
if Mr. Sha were laundering money, he would have taken the verified win cheque he
received and deposited it at a financial institution.®? This view appears to have been
prevalent amongst BCLC employees at the time %3 and persisted in the following years.%*
Mr. Dickson proposed prohibiting those receiving funds from loan sharks and suggested
a cap on the amount of $20 bills accepted by casinos, but while Mr. Friesen took these
proposals to his superiors, BCLC did not adopt them. %5

65. In his December 24, 2010 letter, Mr. Karlovcec also stated that because gaming is
“cash based” a cap on the amount of $20 denomination bills was “unrealistic”.% This was
supported by Mr. Towns’ evidence that BCLC “did not entertain the idea of placing a limit
on $20 bill cash buy-ins at this time”; indeed his evidence was that he did not consider

that BCLC had authority to place limits on the acceptance of cash by service providers.'%’

66. The issue of cash caps recurs throughout the relevant period; however, none of
the AML experts retained or consulted by the Province (or who testified in this inquiry)

recommended the implementation of a cash cap in BC casinos.'%®

67. On February 28, 2011, Mr. Schalk wrote to Mr. Friesen in response to Mr.
Karlovcec's letter to Mr. Dickson. He reiterated GPEB’s view that patrons conducting large
buy-ins with $20 bills may not be directly involved in money laundering but “[rlegardless

of whether they win or lose all of the money they buy in with ... patrons are at very least

151 Ex. 517, 1 85.

152 Ex. 517, 1 85; TR T. Towns 29/JAN/2021, p. 148, I. 6-p. 149, pp. 163, |. 1-167, |. 14, |. 3; Despite
GPEB bringing Mr. Sha to the attention of BCLC as early as November 2010, BCLC did not place Mr.
Sha on cash conditions until September 2015, when BCLC determined that Mr. Sha was receiving
cash from Mr. Jin or his associates: TR D. Tottenham 4/NOV/2020, p. 30, I. 3—p. 32, I. 1; Ex. 169.

153 TR G. Friesen 28/0CT/2020, p. 131, 1. 16-25, and p. 132, I. 1-10; TR J. Karlovcec 29/0CT/2020, p.
111, 1. 19—-p. 112, 1. 17; Ex. 111.

154 TR R. Kroeker 26/JAN/2021, p. 78, I. 16-p. 80, I. 17; Ex. 495.

155 TR G. Friesen 28/0OCT/2020, pp. 104-106 and 123.

156 Ex. 111.

157 Ex. 517, 1 89; TR G. Friesen 28/0CT/2020, p. 56, I. 15—p. 57, |. 18.

158 Dr. German did not recommend a cash cap: TR P. German 12/APR/2021, p. 61, . 15-p. 63, 1. 17,
p.17,1.5-p. 18, 1. 17, p. 58, I. 20-24. Other reports discussed below, including by Deloitte (2011), MNP
(2016) and Malysh (2014) did not recommend cash caps be implemented: see, Ex. 73.
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FACILITATING the transfer of and/or laundering of proceeds of crime”.'®® Mr. Schalk
again urged BCLC to take steps. BCLC did not respond to this letter. %0

68.  While this exchange was occurring, IPOC advised GPEB it believed that some of
the cash entering BC casinos were the proceeds of crime.'®! Barry Baxter, testified that
the information provided by GPEB indicated “classic money laundering” '%? and, in the fall
of 2010, Mr. Baxter initiated an IPOC investigation.'®® While Melanie Paddon, former
RCMP officer and current JIGIT member, proposed that IPOC’s investigation continue in

December 2011 and January 2012,'%* Inspector Chrustie rejected that proposal.'®®

69. Discussions regarding LCTs continued internally within GPEB and various
strategies were proposed, such as mandatory use of patron gaming fund (“PGF”)
accounts or a ministerial directive regarding cash caps. However, there was a lack of
consensus within GPEB regarding the options, and recognition that further work was

needed to ensure any proposed response would be effective.66

The Kroeker Report & Implementation (2011-2015)

(a) The Kroeker Report Recommendations

70.  Contemporaneously with the exchange of correspondence outlined above, Minister
Coleman tasked Robert Kroeker (then with the BC Civil Forfeiture Office) with conducting
a review of AML strategies employed at BC’s gaming facilities.'®” Mr. Kroeker produced
his report in February 2011 (the “Kroeker Report”).'%8 The Kroeker Report concluded that
“BCLC and its operators, with oversight and guidance from GPEB, employ standard and

appropriate [AML] strategies”.'®® Significantly, the Kroeker Report did not reference

159 Ex. 112, p. 2.

160 TR G. Friesen 28/0OCT/2020, pp. 133-138 (specifically, p. 137, I. 21—p. 138, I. 1).

161 Ex. 181, §] 54.

162 TR B. Baxter 8/APR/2021, p. 23, 1. 1-11.

163 TR B. Baxter 8/APR/2021, p. 27, I. 2-5, p. 28, I. 8, p. 30, I. 10-12.

164 Exs. 759 and 760.

165 TR M. Paddon 14/APR/2021, p. 13, I. 1-13, p. 23, I. 20-p. 24, 1. 5, p. 132, |. 17-25, p. 133, I. 1-3.
66 TR S. Birge 3/FEB/2021, p. 18, |. 16-25. Ms. Birge was acting GM until June 2011.

167 TR R. Coleman 28/APR/2021, p. 114—p. 115, 1. 2, p. 118, 1. 15-p. 119, I. 16, p. 146, I. 9-p. 147, 1. 2.
168 Ex. 141; TR S. Bond, 22/APR/2021, p. 68, . 8-p. 69, I. 9; Ex. 888; The Kroeker Report was released
to the public in August 2011.

169 Ex. 141, p. 2.
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GPEB’s concern that money laundering was occurring through cash facilitation, even

though at least one GPEB employee raised this concern with Mr. Kroeker.'”°

71. In his report, Mr. Kroeker observed that BCLC’s view that losses on the part of a
patron precluded the possibility of money laundering was inconsistent with the then-
prevailing view of law enforcement and regulatory authorities. He recommended BCLC
align its corporate view and staff training on what constitutes money laundering with that
of law enforcement and relevant statutory provisions and, in particular, that BCLC not

consider gaming losses to be an indicator that money laundering is not occurring.'”!

72.  Despite his generally positive assessment of BC's AML measures, Mr. Kroeker
identified areas for improvement and made recommendations to BCLC, GPEB, and the
Province, including the creation of a “cross agency task force” to investigate and gather

intelligence on suspicious activities and transactions at gaming facilities.”?

73.  The Province adopted the recommendations in the Kroeker Report in principle and
GPEB commenced its policy work immediately.'”® The creation and adoption of policy
within government is an iterative process. If a regulatory change or ministerial directive is
requested by the public service, there must be data gathering and analysis on the various
proposed options. Depending on what is proposed, an option may need the responsible
minister’s approval so it may be submitted to Cabinet or to Treasury board for approval.'”#

74. The Kroeker Report became a frequent reference point in internal government
communications. In August 2011, GPEB prepared a document entitled “Action Plan to
Review of Anti-Money Laundering Measures at BC Gaming Facilities” (the “Action Plan”).
The Action Plan detailed some of the steps that GPEB and BCLC had taken since the
Kroeker Report was issued and others that were planned or underway, including allowing
patrons to buy-in with certified cheques, expanding cash alternatives, enhanced training

for BCLC employees, and formalizing relationships with law enforcement agencies.'”®

70 Ex. 181, 1 73-76; Ex. 490, § 25-27, Ex. 3.

71 Ex. 141, p. 3; TR R. Kroeker, 26/JAN/2021, p. 28, |. 13-p. 29, |. 17.
72 Ex. 141, p. 4.

73 TR S. Bond, 22/APR/2021, p. 64, |. 25—p. 66, |. 4.

74 TR L. Wanamaker, 22/APR/2021, p. 18, |. 7-p. 19, |. 13.

75 Ex. 505, 9 16, Ex. 1; TR R. Coleman, 28/APR/2021, p. 119, |. 17-20.
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(b) Establishment of the AML x-dwg

75.  Douglas Scott joined GPEB as GM in September 2011, shortly after the release of
the Kroeker Report.'7® Upon Mr. Scott’s arrival, money laundering was a top strategic
priority and was the sole focus by the second year of his tenure as GM."”” One of Mr.
Scott’s early impressions was that the relationship between BCLC and GPEB, specifically
the Investigation Division, “was not operating at a high-functioning level” and that poor
relationship impaired GPEB’s ability to effectively respond to the risk of money
laundering.'”® At the time, he observed BCLC to have a dismissive attitude towards
GPEB’s concerns and they “tended to ignore the input from GPEB ...”.""° Mr. Scott did
observe improvements as the organizations worked on the AML strategy. '8°

76. Mr. Scott led the establishment of the Anti-Money Laundering Cross-Divisional
Working Group (“AML x-dwg”), which was created to develop AML solutions and assess
AML proposals from BCLC and the broader gaming industry. AML x-dwg also became the
decision-making body responsible for developing and executing GPEB’s AML strategy. '8
According to Mr. Scott, certain contextual factors influenced GPEB'’s approach to AML
issues at the time, including: (a) an absence of effective law enforcement; (b) the fact that
BCLC, through its conduct and manage mandate, made operational decisions on how to
handle incoming cash; (c) difficulties between BCLC and GPEB'’s investigation teams, as
noted above; (d) the volume of cash entering casinos; (e) the imperfect nature of available

information; and (f) the Kroeker Report recommendations, which the Province adopted. 82

77. The AML x-dwg facilitated dialogue and positive working relationships within
GPEB. Earlier in his tenure, Mr. Scott had observed there to be friction between GPEB’s

Investigation Division and the other divisions of the branch.'® This observation was

176 Ex. 557, 11 9; Mr. Scott reported to DM Lori Wanamaker, Associate DM Cheryl Wenezenki-Yolland,
and Minister Coleman: Ex. 556, § 15 and 59.

77 TR D. Scott, 8/FEB/2021, p. 11, 1. 10—p. 12, 1. 11. Mr. Scott’s tenure as GM ended September 2013.
178 TR D. Scott, 8/FEB/2021, p. 20, I. 19-p. 22, I. 16, p. 165, I. 6-15.

79 TR D. Scott, 8/FEB/2021, p. 178, |. 25-p. 180, 1. 6

180 TR D. Scott, 8/FEB/2021, p. 178, I. 25-p. 180, |. 6. Mr. Scott later asked to review correspondence
to BCLC so he could ensure it was collaborative: TR D. Scott, 8/FEB/2021, p. 94, I. 20-p. 97, |. 4.

181 Ex. 557, 91 27 and 30; TR D. Scott, 8/FEB/2021, p. 12, 1. 12-p. 13, |. 11.

182 TR D. Scott, 8/FEB/2021, p. 21, I. 7-p. 24, 1. 12.

183 TR D. Scott, 8/FEB/2021, p. 165, |. 6-12.
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echoed by Ms. Birge, who was Acting GM briefly after Mr. Sturko. After establishment of
the AML x-dwg, Ms. Birge observed that the Investigation Division was keen to find
solutions and “the conversations within GPEB became a lot more substantive as a result
of that more formal process”.'8 At this time, GPEB also had bi-weekly executive meetings

where the heads of the divisions could discuss topical issues.8°

78. The AML x-dwg had its first meeting in early September 2011 and, by October
2011, had developed a high-level action plan regarding AML measures in BC casinos. 86
When first implementing the Kroeker Report recommendations, the Province and GPEB
focused on those that were quickly and easily implementable. Complex and expensive
initiatives, like a cross agency task force, were delayed until the results of so-called “quick
actions”, such as development of cash alternatives, could be evaluated.'®” For example,
GPEB encouraged the use of PGF accounts, which had been introduced as a pilot project
in 2009."8 PGF accounts were intended to, among other things, reduce the levels of cash

used in casinos and reduce opportunities for cash facilitators. '8°

79. In consultation with GPEB, BCLC also focused on implementing the Kroeker
Report recommendations. ' BCLC's policy proposals related primarily to the expansion
of cash alternatives, which both BCLC and GPEB understood to be a key takeaway from
the Kroeker Report.'®" BCLC'’s proposals included allowing PGF accounts to be opened
and filled with a wider variety of financial instruments like bank drafts, debit or credit card,

and allowing electronic funds transfers from PGF accounts to patron bank accounts.'%?

80. In September 2011, BCLC (Mr. Towns) provided GPEB (Mr. McCrea) with a

184 TR S. Birge, 3/FEB/2021, p. 44, |. 3-14; TR D. Scott, 8/FEB/2021, p. 165, |. 6-12.

185 TR S. Birge, 3/FEB/2021, p. 54, |. 24-p. 56, I. 12; p. 58, I. 13-p. 59, I. 9.

186 Ex. 557, 929, Ex. 12 and 13.

187 TR L. Wanamaker 22/APR/2021, p. 13, 1. 21-p. 14, |. 11; TR D. Scott 8/FEB/2021, p. 28, I. 4-p. 30,
I 11.

188 Ex. 781, 11 41-42; Three service providers were included in the PGF pilot, namely GCGC, Gateway
Casinos Ltd., and Paragon Gaming Inc. The casinos involved were River Rock (December 2009),
Starlight Casino (January 2010), Grand Villa Casino (July 2010), and Edgewater Casino (now Parq,
September 2010): Ex. 22-29; Ex. 576, ] 37-41.

189 Ex. 517, 1 92-94.

190 Ex. 557, Ex. 3 to 5; TR D. Scott, 8/FEB/2021, p. 8, I. 1-8.

191 TR M. Graydon, 11/FEB/2021, p. 93, I. 8-25; TR J. Lightbody, 28/JAN/2021, p. 15, |. 1-25 and
29/JAN/2021, p. 2, 1. 1-18; TR T. Towns, 29/JAN/2021, p. 155, I. 3-25.

192 Ex. 557, Ex. 14.
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document entitled “Methods to Reduce Reliance on Cash in BC Casinos” which detailed
the cash alternatives being pursued by BCLC.'®3 Although cash alternatives were an early
focus of the AML strategy'®4, neither BCLC nor GPEB considered such alternatives to be
the whole solution to the issue of suspicious cash transactions and money laundering.'®®

(c) The Province’s AML Strategy

81. In November 2011, GPEB conducted a branch-wide strategic planning session,
which led to the identification of two primary strategic priorities: (1) the prevention of
wrongdoing, including money laundering; and (2) responsible gambling.'®® At a high level,

the Province’s AML strategy consisted of three overlapping phases:

a. Phase 1 — Cash Alternatives (Service Provider Intervention) — Commencing
April 2012. This included BCLC working with service providers to promote
cash alternatives, especially to high-volume players, and contemplated
incentives for player use of cash alternatives. BCLC was also to work with
service providers to develop enhancements to the cash alternatives
program and market them to patrons, while GPEB continued to gather more
information on the nature of cash entering casinos and analyze these funds.

b. Phase 2 — Operator Intervention (BCLC) — Commencing May 2013. This
phase involved BCLC and service providers becoming more actively
engaged in the promotion of cash alternatives with high-volume patrons,
using a customer relationship management approach. This phase also
contemplated introducing enhanced customer due diligence and analysis
capacity to better inform AML activity in the industry.

C. Phase 3 — Regulator Intervention (GPEB) — Commencing December 2013.
This phase contemplated that if the issue of large amounts of suspicious
cash persisted, GPEB would undertake direct regulatory action to prevent
money laundering, including GPEB conducting interviews of patrons who
continued to bring suspicious cash into casinos.'®”

82. Under Phase 3, GPEB may also have considered such steps as the mandatory
use of electronic fund transfers, instituting an on-site enforcement presence at casinos, or

establishing a maximum amount for small denomination bills for buy-ins.'®® With respect

193 Ex. 505, 9 18, Ex. 2.

194 Ex. 505, 9 25; Ex. 517,  107-108 and 124.

195 Ex. 557, 9 42; Ex. 517, ] 115.

196 Ex. 557, 9 17-18, Ex. 1.

197 Ex. 557, 91 40; Ex. 587, 1 15; Ex. 73, App. G, pp. 13-14.
198 TR D. Scott 8/FEB/2021, p. 14, I. 11-p. 16, |. 24.
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to GPEB interviewing patrons, Mr. Scott did not pursue that initiative earlier in the strategy
for two reasons: (a) he understood BCLC was opposed to GPEB interviewing patrons as
dealing with patrons fell within their purview; and (b) Mr. Vander Graaf advised him GPEB
investigators did not have the needed authority or equipment to do s0.'® Mr. Scott’s
tenure as GM ended before Phase 3 of the strategy was reached, but he acknowledged,

in retrospect, that he should have accelerated it.2%°

83. At the material time, the steps taken by GPEB were reasonable given that Phase
3: (a) contemplated a significant cultural shift that involved reconsidering responsibilities
in place over the prior decade under the GCA;?°' (b) would have required GPEB to insert
itself into BCLC’s sphere of responsibility to “conduct and manage” gaming in BC,2%?
without BCLC’s support;?%® (c) was without internal support from GPEB’s Investigation
Division?%* (the Division who would have operationalized Phase 3); and (d) without a clear
understanding of whether GPEB and its investigators had sufficient statutory authority to

take the steps contemplated by Phase 3.29°

84.  Similarly, it was reasonable for GPEB to initially focus on cash alternatives as part
of its AML strategy. BCLC and GPEB understood cash alternatives to be a key
recommendation of the Kroeker Report?%® and, despite tension regarding other matters,
the development of cash alternatives was an AML strategy that both agreed to pursue.?%”
Consistent with this, the AML x-dwg supported cash alternatives and determined they
ought to be pursued on a priority basis.?°® Cash alternatives remained a critical component

of GPEB’s AML strategy so that people with legitimate cash had alternative means of

19 TR D. Scott 8/FEB/2021, p. 33, I. 13-p. 35, I. 11, p. 99, I. 19-24, p. 121, . 12—p. 124, 1. 6, p. 141, I.
4-p.142,1. 15, p. 169, 1. 19—p. 171, 1. 17.

200 TR D. Scott 8/FEB/2021, p. 40, I. 12-16; p. 90, |. 8-13.

201 TR D. Scott 8/FEB/2021, p. 29, I. 6-p. 30, I. 11.

202 TR D. Scott 8/FEB/2021, p. 29, I. 6-p. 30, 1. 11, p. 113, 1. 4-11, 1. 15-19, p. 170, |. 14-p. 171, 1. 5.
203 TR D. Scott 8/FEB/2021, p. 33, I. 13-25; p. 99, I. 19-24; Mr. Graydon did not recall these
conversations with Mr. Scott: TR M. Graydon 11/FEB/2021, p. 85, I. 20-p. 87, 1. 9.

204 TR D. Scott, 8/FEB/2021, p. 122, 1. 1-19; TR L. Vander Graaf 12/NOV/2020, p. 187, |. 23-25, p. 188
I. 1-11; TR L. Vander Graaf 13/NOV/2020, p. 48, I. 3-7.

205 TR D. Scott, 8/FEB/2021, p. 34, 1. 19-p. 35, . 7.

206 Ex. 141; TR L. Vander Graaf 13/NOV/2020, p. 105, I. 2-10.

207 TR D. Dickson 22/JAN/2021, p. 71, 1. 6-p. 72, 1. 2; TR J. Lightbody 29/JAN/2021, p. 2, 1. 5-13; TR
T. Towns 1/FEB/2021, p. 11, |. 16-20.

208 TR D. Dickson 22/JAN/2021, p. 71, 1. 6-8; TR J. Lightbody 29/JAN/2021, p. 116, |. 4-7.
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buying-in and, later in time, did not have to be subjected to source of funds interviews.2%°

85. It is unsurprising that cash alternatives would be the initial focus of GPEB and
BCLC’s AML efforts given that gaming in BC had been cash-based since its inception.
Because the industry was dealing with $6 billion in cash, cash alternatives were a “key
foundational piece” to give legitimate players a more convenient option available to buy-
in without cash.2'® Such options were “intended to set the baseline for moving legitimate
players into a more convenient [sic] to get the cash level down because the high level of
our risk ... was just the volume of cash coming in”.?"" Also unsurprisingly, and as the
evidence establishes, it took time for a multi-billion dollar, exclusively cash-based, industry

to transition away from cash.

86. GPEB'’s continued efforts to implement cash alternatives must also be considered
and understood in light of the advice it had received regarding the limits of its authority
and ability to take a more active operational role in AML initiatives, thereby potentially
intruding into BCLC's “conduct and manage” role, as was contemplated at Phase 3 of the
AML Strategy.?'? Absent clarity and direction on the steps GPEB was empowered to take,

cash alternatives represented a concrete step that it and the AML x-dwg could implement.

87.  Within this context, both the emphasis on cash alternatives and the timeframe over
which the policy and operational work was undertaken to design and implement functional
cash alternatives, was reasonable. This is particularly the case given intermittent
disagreements between BCLC and GPEB at the operational level in terms of which forms
of cash alternatives ought to be implemented.?'® Despite setbacks, GPEB would continue
to press BCLC to increase its efforts to develop and promote the use of cash alternatives

and implement enhancements to its customer due diligence.?'4

(d) GPEB continues to observe large cash transactions

88.  Although cash alternatives were being implemented, GPEB, and in particular the

209 TR J. Mazure 5/FEB/2021, p. 231, |. 14-21.

210 TR D. Scott 8/FEB/2021, p. 31, I. 20-23.

21" TR D. Scott 8/FEB/2021, p. 32, I. 8-13.

212 See, infra, paragraphs 28-38.

213 See, for example, Ex. 557, Ex. 10; Ex. 587, Ex. J, L, M.
214 TR J. Mazure 5/FEB/2021, p. 198, I. 7-p. 201, |. 5.
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Investigation Division, did not consider those alternatives alone would be successful in
mitigating the risk of money laundering.?'® Following the implementation of the Kroeker
Report, Messrs. Vander Graaf, Schalk, and Dickson continued to express their concern
regarding the increasing volumes of suspicious cash. They emphasized a need for an
increased focus on the source of funds, rather than the patron’s source of wealth,2'® which
is reflected in Reports of Findings prepared from 2011 to December 2014.2'” For example,
in the November 19, 2012 “Report of Findings”, GPEB investigators observed, in part:

o the total dollar amounts of suspicious cash entering BC casinos continues
to rise exponentially;

o organized crime has identified a weakness within Lower Mainland casinos
and is exploiting this weakness to expand the laundering of large amounts
of money obtained from the proceeds of crime; and

o BCLC initiated several enhancements to the [PGF account] in April 2012, to
lessen amounts of cash entering casinos; however, the flow of suspicious
cash into the Lower Mainland casinos has not slowed.?'8

89.  While conversations around cash alternatives were occurring within GPEB, Mr.
Vander Graaf alleges that, on April 12, 2011, Ms. Birge directed him to destroy an email
within which Mr. Vander Graaf raised concerns about large and suspicious cash
transactions, money laundering and the acceptance of the proceeds of crime in BC
gaming facilities.?'® The email itself is dated April 8, 2011 and was sent by Mr. Vander

Graaf to Eugene Johnson, Bill McCrea, and Terri Van Sleuwen. Ms. Birge is copied.?2°

90. Ms. Birge denies asking Mr. Vander Graaf to delete the April 8 email.??' Both Mr.
McCrea and Ms. Van Sleuwen, who were copied on the email, do not recall being asked
by Ms. Birge to delete the email.??? It would make little sense for Ms. Birge to violate the

expectations of her office and direct Mr. Vander Graaf to delete an email which others

215 TR D. Scott 8/FEB/2021, p. 15 1. 1-4.

216 TR D. Scott 8/FEB/2021, p. 18, I. 16-p. 20, |. 12.

217 Ex. 181, see for example, Ex. G to Q.

218 Ex. 181, Ex. G.

219 Ex. 181; Ex. 529, 1 6-8, Ex. B.

220 Mr. Vander Graaf contends his version of events is supported by notes he took of his conversation
with Ms. Birge: Ex. 181, Ex. Y.

221 TR S. Birge 3/FEB/2021, p. 27, 1. 12-p. 28, I. 8, p. 31, |. 23-p. 32, . 5.

222 Ex. 1042, 3, 4, and 7; Ex. 1044,  5-6.
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received and not demand that they do the same.??? It also does not accord with reason
when considered in the broader context of Mr. Vander Graaf's time with GPEB. Mr. Vander

Graaf sent many similar emails over his time at GPEB.?%*

91. BCLC and GPEB’s views regarding the increase in large and suspicious cash
transactions remained in conflict during this period. On December 27, 2012, Mr. Schalk
wrote to Bryon Hodgkin, Director, Operational Compliance of Corporate Security and
Compliance with BCLC, about GPEB’s concerns. Mr. Schalk referenced the 2010
exchange of correspondence, referred to recent suspicious cash trends, and continued:
A GPEB Investigations and Regional Operations Division review of 2012 indicates
that enhancements to the [PGF accounts] and other measures taken to date to

reduce the flow of cash into casinos have not slowed the flow of Suspicious
Currency into Lower Mainland casinos.

The continued significant increase of Suspicious Currency being brought into and
accepted at several casinos in the Lower Mainland is a cause of great concern to
the Investigations and Regional Operations Division. We believe that this is
significantly impacting the overall integrity of gaming in [BC].?2° [Bold in original]

92. BCLC continued to assert there was no “proof’ that money laundering was
occurring or that the suspicious cash was in fact proceeds of crime. For example, BCLC
suggested that most of the increase in suspicious transaction reports was a result of
increased training and reporting requirements.??® Similarly, Mr. Scott deposed he “often
heard BCLC representatives express that proof or confirmation from law enforcement was
required” before suspicious cash entering casinos could be characterized as money
laundering or the proceeds of crime.??” According to Mr. Tottenham, Mr. Towns said
something to the effect of: “unless we know that money is criminal, why not take it?”.22
BCLC persisted in this view despite the fact that on September 27, 2012, IPOC identified

to BCLC that Paul Jin was under investigation for money laundering.?2°

223 Ex. 1044, 9 10.

224 Ex. 1044, 9] 5-6.

225 Ex. 181, Ex. II, pp. 289-290. This letter became the subject of a complaint from BCLC’s then-CEO,
Michael Graydon, to the GM, Douglas Scott; Ex. 181, Ex. JJ; Ex. 576, | 42-47, Ex. C and D.

226 Ex. 557, 9150, Ex. 18; TR M. Graydon 11/FEB/2021, p. 28, |. 9-19; Ex. 922, p. 13, 1 83.

227 Ex. 557,951, Ex. 19; TR M. Graydon 11/FEB/2021, p. 20, |. 20-p. 25, 1.17.

228 Ex. 148, 9 54.

229 TR D. Tottenham 4/NOV/2020, p. 32, I. 12—p. 33, I. 23, p. 50, |. 19-23.
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93. Laterin 2013, GPEB formed an AML x-dwg sub-committee to look at customer due
diligence (“CDD”) for large and suspicious cash transactions. The sub-committee was
tasked with reviewing the “know your customer” (“KYC”) initiatives used by financial

institutions and other organizations dealing with suspicious cash.?3°

94. By May 29, 2013, Mr. McCrea had prepared a report titled “Anti-Money Laundering
in BC Gaming — Measuring Performance Progress” (the “Progress Report”) that detailed
the current industry (GPEB, BCLC, and service providers) AML initiatives and their results
to date.?3" In the Progress Report, Mr. McCrea observed that, despite the implementation
of cash alternatives, there had been “increased levels of suspicious currency transactions
during the same period”. Mr. McCrea described GPEB’s next steps as identifying the

necessary customer and source of funds information.232
GPEB & BCLC'’s relationships and communications with service providers

95. At times, BCLC investigators’ efforts were limited by BCLC’s responsiveness to
concerns expressed by service providers. Mr. Towns directed BCLC investigators to
refrain from questioning VIP patrons because service providers were concerned about
losing customers.?33 As late as October 2014, BCLC was adjusting its practices with

respect to patron interviews in response to service provider concerns.?3*

96. GPEB was not generally involved in discussions between BCLC and its service
providers. GPEB’s lack of direct involvement with service providers, including about
money laundering risks and AML efforts, must be understood in the context of GPEB and
BCLC'’s respective roles. BCLC, through its conduct and management role, has a direct
relationship with service providers on operational matters which enables it to readily
impose rules, procedures, and policies with respect to operations. In his 2016 legal

opinion, Dr. German opined that the exclusivity of BCLC’s mandate is critical, as virtually

230 Ex. 587, 9 20.

231 Ex. 557, 9148, Exs. 18 and 20; Ex. 73, App. G.

22 Ex. 73, App. G, p. 11.

283 TR D. Tottenham 4/NOV/2020, p. 22,1. 16—p. 24,1.1,p. 28,1. 11-p. 29,1.1; TR S. Lee 27/0CT/2020,
p. 26, |. 24-p. 27, 1. 2, p. 30, . 12-17; TR S. Beeksma 26/0CT/20, p. 55, I. 19-25. Mr. Towns denied
issuing such a direction: Ex. 517, [ 144-145.

234 TR D. Tottenham, 4/NOV/2020, p. 94, |. 9-p. 98, I. 8.
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all commercial gaming in the Province operates under its control.?3°

97. BCLC’s responsibility for the conduct and management of gaming is reflected in its
contractual arrangements with gaming service providers and BCLC’s standards, policies,
and procedures. Pursuant to s. 7 of the GCA, BCLC contracts with service providers
through Operating Service Agreements (“OSAs”), which set out the express and implied
contractual obligations of the parties.?*® Through the OSAs, BCLC permits the service
providers to provide operational services to BCLC in respect of gaming while maintaining
its mandated role for the conduct and management of gaming in BC.?%” BCLC’s
contractual arrangement with service providers does not negate or delegate its

responsibility for the conduct and management.238

98. Underthe OSAs, service providers are contractually obligated to abide by the rules
set by BCLC, which have been described as “very prescriptive”.?3® The OSAs expressly
provided that the service provider agreed “...to supply operational services in respect of
the Casino and the Casino games only at the times and in the manner prescribed by the
Corporation”?4° and to “...abide by all Player cash and credit policy restrictions prescribed
by the Corporation from time to time”.?4' GCGC's evidence was that it is obliged to comply

with any cash or credit restrictions prescribed by BCLC.?42

99. BCLC also sets standard operating procedures for casino service providers and
gaming workers in casinos.?*? These standards are reflected in the BC Standards and the

BCLC Casino and Community Gaming Centre Standards, Policies and Procedures.?#4

235 Ex. 586, p. 7 (sealed for privilege).

2% Ex. 67, 121.

237 Ex. 67, 1 122.

238 See Article 3.1 of the OSAs at Appendices B - F to Ex. 76 as well as Article 2.03 to Ex. 572.

29 TR T. Doyle 9/FEB/21, p. 103, I. 12-p. 104, |. 25.

240 Ex. 572, p. 7, para. 4.01(n). Pursuant to the more recent OSAs, effective 2018, service providers
are obliged to provide services in full compliance with the agreement, all applicable law, all BCLC
Standards, and all game conditions: Ex. 76, Article 3.2 of Appendices B to F. “BCLC Standards” is
defined in Schedule D of the OSAs as “...any standards, policies, procedures, guides, guidelines and
manuals relating to the Services or governing the operation of the Facility and Games, as included in
the BCLC Services Manual and Prescribed as such by the Corporation.”

241 Ex. 572, Article 6.01 (g).

222 TR T. Doyle 10/FEB/2021, p. 82, 1. 10-13

243 Ex. 782, 1 20.

244 BC Standards apply to casinos and community gaming centres with respect to which service
providers have entered into a new form of OSA since 2018-19. BCLC Casino and Community Gaming
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Service providers must comply with standards set by BCLC.?4°

100. As noted above, GPEB’s GM is prohibited by s. 27(4) of the GCA from conducting,
managing, operating, or presenting gaming or horse races when carrying out their
responsibilities, including enforcing the GCA. The GM is also prohibited from entering into
agreements relating to the conduct and management of gaming, including agreements

with Canada or the government of another province or gaming service providers.246

101. The prohibition on the GM’s powers suggests a Legislative intention to separate
BCLC’s responsibility to “conduct and manage” gaming from GPEB’s responsibility for the
“overall integrity of gaming”, policy, and enforcement of the GCA. This interpretation finds
support in the explanatory note to Bill 6 — 2002 Gaming Control Act, which noted that the
GCA “expands the role of [BCLC] whose responsibilities now include the conduct and
management of provincial gaming, including lotteries, casinos, and commercial bingo
halls”.?4” This legislative restriction, coupled with BCLC’s express responsibility,

influenced GPEB’s approach to addressing AML issues with BCLC and service providers.

102. GPEB’s expectation that BCLC would address matters relating to “conduct and
management” is reflected in its correspondence with BCLC about suspicious cash
transactions.?*8 It is also reflected in correspondence in which GPEB relied upon BCLC's
authority under s. 92 of the GCA to oversee BC gaming facilities by banning patrons.24°

103. GPEB’s understanding of BCLC’s conduct and manage responsibilities, including
its control over the operational response to AML issues, was one of the “contextual
drivers” that guided Mr. Scott’s thinking on AML strategy. As he noted “...it was BCLC in
the role as manage and conduct that made the operational decisions on how to handle

the cash coming in”.2%° Thus, while GPEB had direct contact with service providers and

Centre Standards, Policies and Procedures apply to facilities not operating under the new form of
OSAs: See paras. 2, 4, and 5 of Ex. 76.

245 Ex. 67, 9 124. BCLC does not have the authority to impose penalties, but contractual remedies
are available to BCLC if a service provider does not meet its obligations.

246 GCA, s. 27(4).

247 Bill 6 — 2002, Gaming Control Act, 2002, Legislative Session: 3rd Session, 37th Parliament, First
Reading. See also, Ex. 67, { 78-79.

248 See, e.g. Ex. 110, p. 3 and infra paras. 53-69.

2499 Ex. 108, p. 2.

250 TR D. Scott 8/FEB/21, p. 22, I. 1-9.
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their representatives on some matters, GPEB relied on BCLC to address operational

matters with service providers in accordance with its statutory mandate.

104. Regardless, the evidence establishes that, through communications from GPEB,
service providers were aware of the risk of money laundering and acceptance of proceeds
of crime. For example, as early as 2010 Mr. Dickson advised Mr. Friesen that GPEB had
made efforts to address concerns regarding LCTs and loan sharking directly with service
providers over a “number of months”, but those efforts were unsuccessful. Mr. Dickson
advised that, as a result, GPEB was escalating the matter, stating that “...this matter is
now being brought to your attention with the hope that strict actions be undertaken to
curtail what we believe are serious concerns”.25" Other examples of service provider
engagement on AML matters include meeting with service provider CEOs when launching
AML x-dwg?%2 and service provider direct involvement in AML initiatives such as the PGF

pilot project.?%3
Consideration of conditions of registration as AML controls

105. Inmid-2013, AML x-dwg considered whether GPEB’s Registration and Certification
Division could impose AML controls through conditions of registration for service
providers. Len Meilleur, then Executive Director of the Registration and Certification
Division, understood that GPEB did not have the authority to do that without a directive or
“some sort of guidance from above” because GPEB would be entering into BCLC’s
conduct and manage purview.?% This is consistent with the evidence of Robin Jomha, the

current Director of the Corporate Registration unit within GPEB’s LRC Division.

106. Mr. Jomha does not believe it is within his authority to impose conditions of
registration on gaming service providers relating to suspicious cash transactions as this

would relate to the services provider's operational functions. Mr. Johma explained that

251 Ex. 108, p. 3. This is consistent with evidence of Mr. Barber’s efforts to communicate with service
providers: see, TR R. Barber 3/NOV/20, p. 8, |. 22-24.

252 Ex. 524C, p. 4

253 Ex. 781, 1 41-42; Three service providers were included in the PGF pilot, namely GCGC, Gateway
Casinos Ltd., and Paragon Gaming Inc. The casinos involved were River Rock (December 2009),
Starlight Casino (January 2010), Grand Villa Casino (July 2010), and Edgewater Casino (now Parq,
September 2010): Ex. 22-29; Ex. 576, [ 37-41.

2% TR J. Meilleur 12/FEB/2021, p. 36, 1. 15— p. 37, 1. 16 and 10/MAR/2021, p. 27, |. 3-7, p. 176, |. 21-
p. 180, I. 5; Ex. 712; See also, TR J. Mazure 5/FEB/2021, p. 51, |. 17-p. 55, I. 17.
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imposing “specific conditions to registration such as restricting the acceptance of certain
denominations of cash would infringe upon BCLC’s mandate”.?%® Read in the context of
the broader legislative scheme, and in particular BCLC’s responsibility to conduct and
manage gaming, this is a reasonable interpretation of the GCA and the Regulation.

107. Registration of gaming service providers and gaming workers is addressed in Part
8 of the GCA.?%® Conditions of registration for gaming service providers and gaming
workers are set out in ss. 34 and 35 of the Regulation. Gaming service providers must,
inter alia: (a) "be a party to a valid and subsisting agreement with the lottery corporation
regarding the provision of gaming services"; (b) "obey the standard operating procedures
and rules of play that are established by the general manager or the lottery corporation,
and relevant to the type of gaming pertinent to the registration"; and (c) "obey all applicable
public interest standards established by the [GM] under section 27(2) of the Act".?%’
Gaming workers are, in turn, required to "obey the standard operating procedures and
rules of play that are established by the general manager or the lottery corporation, and

relevant to the type of gaming pertinent to the registration", among other things.2%8

108. While GPEB’s GM has discretion under s. 56(3) of the GCA to attach additional
conditions to registration beyond those set out in ss. 34 and 35 of the Regulation, they
must be consistent with the conditions of registration prescribed under s. 105 of the GCA.
Section 56(3) must also be interpreted in light of BCLC’s conduct and manage role?%° and
the fact that BCLC “may enter into agreements with registered gaming services providers
for services required in the conduct, management or operation of provincial gaming” and
“must monitor compliance by gaming services providers with this Act, the regulations and
the rules of the lottery corporation”.260

109. BCLC is also empowered to make rules that apply to service providers including

but not limited to rules: (a) “respecting the handling of money and money equivalents

255 Ex. 782, 9] 42.

2% GCA, Part 8; Ex. 782,  17. Section 105(1)(h) further provides that the Lieutenant Governor in
Council may make regulations prescribing conditions of registration.

257 Regulation, s. 34(1)(c)(f) and (g); Ex. 782, 1 18.

2%8 Regulation, s. 35(b); Ex. 782, 1 19.

29 GCA,s. 7.

260 GCA, s. 7(1)(a), (f), and (i).
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received from players of games of chance by the lottery corporation, licensees and gaming
services providers”; (b) “governing the holding and disbursement of money received from
players of games of chance by the lottery corporation, licensees and registered gaming
services providers”; and (c) “respecting security and surveillance at gaming facilities or

classes of gaming facilities”. 26"

110. Settled principles of statutory interpretation require that s. 56(3) of the GCA be
understood in the context of BCLC'’s statutory responsibilities.?%? Interpreting s. 56(3) in
this manner also respects the Legislature’s intention to provide responsibility for “conduct
and management of gaming” to BCLC. It is also consistent with the understanding of
Messrs. Meilleur and Johma that the GM does not have the authority to impose conditions
of registration that intrude on BCLC’s mandate, for example specifications with respect to
the acceptance of cash by gaming service providers (e.g. imposing a requirement for a
source of funds declaration or restricting the acceptance of certain denominations of

cash). These are matters that fall squarely within BCLC’s exclusive responsibility.
Transition to new GM and GPEB reorganization (Fall 2013-Summer 2015)

111. On June 10, 2013, Minister de Jong took over the gaming portfolio from Minister
Coleman. A few months later, in September 2013, John Mazure took over as GM of
GPEB. When he first joined GPEB, Mr. Mazure did not have any background in gaming

or law enforcement. His first few months involved learning as much as he could.?63

112. Shortly after Mr. Mazure’s arrival to GPEB, he attended a meeting with GPEB
investigators. One of the investigators at that meeting, Mr. Barber, alleges Mr. Mazure
stated they were to “stop doing what [they] were doing”.?64 Mr. Mazure “did not explain
what he meant” by the statement, but Mr. Barber interpreted it as a reference to reporting
on large and suspicious cash transactions.?®> Mr. Barber agreed he made assumptions
about the statement and it was possible Mr. Mazure meant something different.266

261 GCA, s. 8(1)(e), (f) and (g).

262 Bell ExpressVu Limited Partnership v. Rex, 2002 SCC 42 at paras. 26-30.

263 See, Appendix B (GCA Responsibilities); TR J. Mazure 5/FEB/2021, p. 14, 1. 1-p. 15, 1. 19.
264 Ex. 145, 9 87.

265 Ex, 145,  87.

266 TR R. Barber 3/NOV/20, p. 152, 1. 9-23.
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113. Mr. Barber’s interpretation of the alleged statement conflicts with Mr. Mazure’s
evidence and does not accord with Mr. Barber’'s or GPEB’s subsequent AML efforts. Mr.
Barber did not change his approach to reporting on large and suspicious transactions and
GPEB continued to evolve and expand its AML efforts. In particular, Mr. Barber: (a)
continued to report large and suspicious cash up the chain of command through GPEB;
(b) as of July 2015, took responsibility for GPEB's investigations relating to money
laundering across BC; (c) along with Mr. Ackles, produced a spreadsheet listing all
suspicious cash transactions of $50,000 or more for the month of July 2015; and (d)
beginning in 2016 and continuing to his retirement in 2017, prepared monthly intelligence

reports for GPEB discussing cash transactions in Lower Mainland casinos.?%”

114. Mr. Mazure did not stop Mr. Barber’s reporting and made genuine efforts to address
the problem of large and suspicious cash transactions.?®® Mr. Mazure did not want the
Investigation Division to stop reporting; rather, he wanted them to focus on investigative

work and to stop collecting information outside the authority of s. 86 of the GCA.?%°

(a) Table bet limit increase (December 2013)

115. While BCLC and GPEB were working on cash alternatives, BCLC submitted a
series of proposed policy changes to GPEB, including an increase to the table bet limit.
BCLC proposed raising table bet limits from $90,000 to $100,000 per player per hand.?’®
GPEB expressed the view that this proposal would increase the risk of money laundering
in BC casinos and did not approve the change.?’”! Due to a delay in receiving GPEB'’s
response, BCLC “proceeded to seek and secure ministerial approval for the table limit
increase in December 2013”.272 Ms. Wenezenki-Yolland, then Associate DM, recalled “Mr.

Graydon contacted the Minister’s office directly about this issue”.?’3

116. Minister de Jong, who was responsible for gaming at this time, did not recall

speaking with Mr. Graydon about this issue and did not recall granting ministerial

267 TR R. Barber 3/NOV/20, p. 153.

268 TR R. Barber 3/NOV/20,, p. 153, I. 25-p.154, 1. 10.
269 Ex. 541, §133-137.

270 Ex 576, ] 49.

211 Ex. 543.

272 Ex 576, 9 49-51.

213 Ex. 922, 1 57-58; Ex. 544.
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approval.?’4 Premier Clark was not aware of the bet limit increase and did not discuss the
issue with her responsible Ministers.?’> Despite the lack of clarity as to the process by
which this happened, it is clear the table bet limit was increased and the change was
effective in December 2013 or January 2014.?7® The timing of the increase was
unfortunate as it occurred during the upwards trend in LCTs and was considered by some

witnesses to have exacerbated the risk of money laundering.?””

(b) The Malysh Report (September 2014)

117. In April 2014, as part of the AML x-dwg’s ongoing work, GPEB engaged Malysh
Associates Ltd. to conduct a review of KYC processes used by other organizations for
cash deposits.?’® Malysh issued their report on September 15, 2014 (the “Malysh
Report”).?’° Significantly, the Malysh Report noted that when cash over CAD $10,000 is
tendered at a financial institution they will “interview the client to determine the source of
funds and other related questions to ensure the deposit is of non-criminal origin”.280

118. Regarding gaming businesses, the Malysh Report observed that while casinos did
not generally have an issue with accepting cash from clients, gaming facilities in Ontario
and the US were implementing source of funds procedures:

Source of funds and source of wealth interviews are becoming normal procedures
as FinCEN is developing policy initiatives to increase KYC/CDD activities. But this
policy is in its infancy and will take a few more years to be fully implemented
industry wide.

Casinos in Ontario generally will not allow more than CAD $10,000-15,000 cash/in.
These large deposits trigger a CDD interview to learn the source of funds. This
interview is usually conducted by the OPP police officer.?®’

119. The AML x-dwg considered the Malysh Report recommendations in the fall of

274 TR M. de Jong, 23/APR/2021, p. 166, . 1-p. 167, |. 4.

275 TR C. Clark, 20/APR/2021, p. 49, I. 7-p. 50, 1. 20.

276 Ex. 576, § 49-51.

277 TR M. Graydon 11/FEB/2021, p. 11, I. 5-p. 12, 1. 9; TR J. Mazure 5/FEB/2021, p. 56, |. 20-p. 65, I.
6; TR S. Lee 27/0CT/2020, p. 18, I. 5-p. 19, 1. 2; TR S. Beeksma 26/0CT/2020, p. 77, 1. 3-p. 79, |. 7;
TR M. Hiller 9/NOV/2020, p. 20, I. 22-p. 22, I. 1; Exs. 543 and 544.

278 Ex. 587, 91 20-21; TR J. Meilleur 12/FEB/2021, p. 10, I. 24—p. 11, |. 24.

219 Ex. 73, App. H.

280 Ex. 73, App. H, p. 23.

281 Ex. 73, App. H, p. 23.
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2014.%%2 Due to the wide-ranging nature of the recommendations, Mr. Mazure was
concerned that some of the proposals may encroach into BCLC’s conduct and manage
role.?83 The results of the Malysh Report were reported to Minister de Jong, who did not

recall reading the Malysh Report, but was aware of its existence.?8

120. When asked if the Malysh Report recommendations were accepted by the AML x-
dwg’s CDD subcommittee, Mr. Meilleur observed that the report had been received and
the recommendations had been discussed with the GM.28%> Mr. Mazure recalled a briefing
note prepared for him in early 2015, which recommended a multi-pronged approach to
money laundering based on the Malysh Report, including a mandatory source of funds
declaration form.?%6 Mr. Mazure considered the briefing note to be informative but looked
to Mr. Meilleur for additional guidance.?®” He also did not consider himself to be in a

position to implement the options in the briefing note; further approvals were required.?®

121. One aspect of the proposed multi-pronged approach was whether GPEB could
issue a public interest standard as an AML measure. Public interest standards had
previously been issued in the context of responsible gaming,?8 but there is no evidence
of a practice of using public interest standards for AML purposes. Nonetheless, Mr.
Mazure recalled that the legislation permitted him to issue a public interest standard and
it appears a draft standard was prepared.?® For her part, Ms. Wenezenki-Yolland recalled
discussing the option of a public interest standard with Mr. Mazure, and believed at one
point that he was working on one.?®' However, none resulted and she recalled Mr. Mazure

advising he needed to seek a ministerial directive, possibly after receiving legal advice.?%?

122. Despite GPEB and BCLC'’s joint efforts to implement cash alternatives in the 2011

to 2014 period, it became apparent that they were not slowing the amount of large cash

282 Ex. 541, 9 74.

283 TR. J. Mazure 5/FEB/2021, p. 53, |. 13-p. 54, 1. 2, 9-12.

284 Ex. 73, App. H, pp. 12-14; TR M. de Jong 23/APR/2021, p. 20, I. 15-p. 21, I. 5.
285 TR L. Meilleur 12/FEB/2021, p. 10, |. 24-p. 11, 1. 24, p. 17, |. 2-14; see also, Ex. 588.
286 Ex. 541,  75.

287 TR. J. Mazure 5/FEB/2021, p. 50, |. 6-7, 19-21.

288 TR. J. Mazure 5/FEB/2021, p. 49, |. 16-24.

289 See, e.g. Ex. 924.

290 TR J. Mazure 5/FEB/2021, p. 49, |. 8-11; Ex. 588.

291 TR C. Wenezenki-Yolland 27/APR/2021, p. 131, 1. 10-p.132, 1. 2, 9-12.

292 TR C. Wenezenki-Yolland 27/APR/2021, p. 132, |. 13-p. 133, I. 4-8.



https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/541%20-%20Affidavit%20no.%201%20of%20John%20Mazure%20sworn%20on%20February%204%202021_Redacted.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/73%20-%202020%2010%2017%20OR%20Past%20Recommendations%20w%20Appendices%20REDACTED.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2023,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%2012,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/588%20-%20Email%20from%20Len%20Meilleur%20to%20John%20Mazure%20re%20Draft%20-%20AML%20Direction%20for%20discussion%20Nov%206%202014%20-%20Nov%2012%202014%20-with%20attachment-.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/541%20-%20Affidavit%20no.%201%20of%20John%20Mazure%20sworn%20on%20February%204%202021_Redacted.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/924%20-%20Responsible%20Gambling%20Standards%20for%20the%20BC%20Gambling%20Industry%20Feb%202010.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/588%20-%20Email%20from%20Len%20Meilleur%20to%20John%20Mazure%20re%20Draft%20-%20AML%20Direction%20for%20discussion%20Nov%206%202014%20-%20Nov%2012%202014%20-with%20attachment-.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2027,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2027,%202021.pdf

41

transactions?®3, and conflict again emerged between the two organizations. GPEB’s
efforts to engage with BCLC and service providers were limited due to poor relationships
between the organizations and Mr. Mazure expressed his expectation for GPEB
employees to work collaboratively with BCLC.?** Although BCLC and GPEB agreed
money laundering was of serious concern to the integrity of gaming and it was necessary
to engage law enforcement, they could not agree on how to move forward.?®® Witnesses

from GPEB and BCLC testified it was a difficult period in the organizations’ relationship.2%

(c) The IAAS Review of BCLC & Organizational Review of GPEB

123. In October 2014, the MOF Internal Audit & Advisory Services (“IAAS”) completed
its fieldwork for a review of BCLC (the “IAAS Review”).?%” The IAAS Review was issued
December 4, 2014, and with respect to AML issues, observed that there was a “significant
increase over reports filed prior to a 2009 FINTRAC compliance review, although this
represents a small percentage of the total number of reports filed in BC”. The IAAS Review
noted that BCLC advised the increase was “primarily a result of improvements made in

processes, systems and training as well as increased play”.2%8

124. Concurrently with the IAAS Review, Mr. Mazure recommended the restructuring of
GPEB'’s regulatory compliance functions.?®® Mr. Mazure had observed that the Audit and
Investigation Divisions were operating in silos; they did not interact often.3%° The internal

review resulted in organizational restructuring in December 2014 and, as part of that

293 TR R. Barber, 3/NOV/2020, p. 21, |. 4-p. 22, 1. 12; Ex. 144, | 22-23.
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process, Mr. Vander Graaf and Mr. Schalk were terminated.30"

125. Other than the beliefs of some GPEB employees, there is no evidence Mr. Vander
Graaf or Mr. Schalk were terminated because they raised concerns regarding money
laundering.3%?2 This is consistent with Mr. Mazure’s testimony3°® and Ms. Wenezenki-
Yolland’s testimony, who approved the terminations and testified that they had nothing to
do with Mr. Vander Graaf and Mr. Schalk’s approach to AML.3%

126. Mr. Mazure and Ms. Wenezenki-Yolland’s evidence is corroborated by the
contemporaneous documentation. None of the organizational review report35, the briefing
notes to Minister de Jong and Ms. Wenezenki-Yolland reporting on the review or Mr.
Mazure’s intended implementation of its recommendations3° support a finding that GPEB
terminated Mr. Vander Graaf and Mr. Schalk because they raised concerns regarding

suspicious transactions and money laundering in BC casinos.

127. The change in leadership that occurred because of the GPEB internal review
improved the dynamics within GPEB and, to a degree, improved GPEB’s relationship with
BCLC. Prior to the re-organization, Mr. Mazure considered there to be a dysfunctional
relationship between Mr. Vander Graaf, Mr. Schalk, and BCLC’s executive.3%” Mr. Meilleur
also identified problems between personalities both within GPEB and between GPEB and
BCLC prior to the 2014 re-organization.3%® He did not, however, believe the personality

issues he observed impeded GPEB's ability to work effectively.309

128. In March 2015, in an attempt to build consensus among industry stakeholders on

how to address the ongoing money laundering risk, Mr. Meilleur, then Executive Director
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of GPEB’s Compliance Division, and Ross Alderson, then BCLC’s Director of AML and
Operational Analysis, organized a stakeholder workshop.3'® Minister de Jong was briefed
on this workshop by GPEB in May 2015. The associated briefing note also describes, at
a high level, the Malysh Report and its conclusions.3"!

129. The workshop occurred in June 2015 and was referred to as the “Exploring

Common Ground, Building Solutions” summit.3'> Workshop participants, including the

RCMP and FINTRAC, discussed AML best practices and identified a gap in BCLC’s AML
framework regarding source of funds.3'? It resulted in four recommendations:

a. A ministerial directive to BCLC requiring development and implementation

of additional standards in its enhanced CDD program to address money

laundering. These were to be constructed around financial industry

standards that include robust KYC policy and practices with a particular
focus on source of funds assessment.

b. Development and implementation of additional cash alternatives to further
transition from cash-based transactions to electronic and other forms of
transactions and instruments.

C. Enhanced coordination and collaborative intelligence, analysis, audit,
compliance and enforcement between BCLC, GPEB and other
stakeholders.

d. Public information and education strategy.3'

130. Following the Workshop, Mr. Meilleur prepared briefing materials and presented

them to Mr. Mazure.315
Summer 2015: E-Pirate and the spreadsheet

131. On July 22, 2015, Mr. Meilleur learned from Mr. Alderson that the RCMP had
opened an investigation into suspected organized crime links to cash drops offs at BC

casinos.?'® Mr. Meilleur asked Mr. Alderson to submit a s. 86 report setting out the

310 Ex. 587, § 74, Ex. BB to EE; TR J. Meilleur 12/FEB/2021, p. 44, |. 20-24, p. 48, |. 6-15; Ex. 550.
31 Ex. 575, App. 120.

312 Ex. 522, 44, Ex. 18-21.

313 TR J. Meilleur 10/MAR/2021, p. 150, I. 5-p. 157, |. 4; Ex. 587, Ex. K.

314 TR J. Meilleur 10/MAR/2021, p. 157, |. 5-p. 158, I. 23; Ex. 587, Ex. K. A concept paper entitled
“Cash in Gaming Facilities” was prepared after the workshop that Mr. Meilleur used to brief Mr. Mazure:
TR J. Meilleur 12/FEB/2021, p. 63, I. 12-24; Ex. 587, Ex. K.

315 TR J. Meilleur 12/FEB/2021, p. 54, . 25-p. 55, I. 25, p. 63, |. 16-24.
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information the RCMP had provided to BCLC.3'” Mr. Meilleur also called Superintendent
Chrustie of the RCMP Federal Serious Organized Crime (FSOC) unit who advised that
BCLC approached the RCMP with a subject and the RCMP opened an investigation,
which would later become known as “E-Pirate”.3'® GPEB considered the involvement of
the RCMP to be a positive development.3'® GPEB considered its investigators lacked the

authority and resources to investigate proceeds of crime or money laundering.3%°

(a) Creation of the GPEB spreadsheet

132. Prior to learning of the E-Pirate investigation, Mr. Ackles and Mr. Barber had begun
compiling information regarding LCTs at the River Rock in a spreadsheet (the
“Spreadsheet”). Mr. Ackles and Mr. Barber testified they continued to see an increase in
suspicious LCTs between 2012 to 2015 and had reported their concerns. Despite their
reports, they did not observe any improvements being made and, as such, they decided
to compile the information in a different format for delivery to GPEB’s executive.3?! The
Spreadsheet revealed there was “approximately $20 million in cash buy-ins, including $14
million in $20-bills” at the River Rock in July 2015.322

133. On August 13, 2015, Mr. Ackles and Mr. Barber provided a copy of the Spreadsheet
to Mr. Meilleur,3?® who sought additional information. Mr. Ackles and Mr. Barber advised
Mr. Meilleur the information in the Spreadsheet was sourced from s. 86 reports filed by
gaming services providers with GPEB and reported to FINTRAC by BCLC. Due to his
knowledge of the E-Pirate investigation, Mr. Meilleur believed the funds in the

Spreadsheet were most likely the proceeds of crime.324

317 Ex. 587, 1 81-82, Ex. Il.

318 Ex_ 587, 9 83.

319 Ex 541, 1 141.

820 Ex. 587, 9 31; TR J. Meilleur 12/FEB/2021, p. 34, |. 15-p. 35, I. 10, and 10/MAR/2021, p. 3, I. 10-p.
12,1. 21, p. 45,1. 14-p. 47, 1. 8; Ex. 181, Ex. D, E and Z; Ex. 144, ] 28-30, Ex. F; Ex. 587, 9 31; TR J.
Meilleur 12/FEB/2021, p. 34, 1. 15-p. 35, I. 10 and 10/MAR/2021, p. 3, I. 10-p. 12, 1. 21, p. 45, |. 14-p.
47,1. 8; TR J. Schalk 22/JAN/2021, p. 115, I. 16—p. 116, |. 12; TR F. Pinnock 6/NOV/2020, p. 4, I. 18-
p. 5,1.19; TR R. Kroeker 26/JAN/2021, p. 20, I. 2-p. 22, |. 7; Ex. 586 (sealed).

321 Ex. 144, 23, Ex. D; TR K. Ackles 2/NOV/2020, p. 41, |. 4-25; Ex. 145, § 92-95; TR R. Barber
3/NOV/2020, p. 21, I. 4-p. 22, 1. 12.

322 Ex 144,  24-25, Ex. D.

323 Ex. 587,  31; TR K. Ackles 2/NOV/2020, p. 42, 1. 1-8.

324 Ex. 587, 9 89.
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134. Mr. Meilleur, Mr. Mazure, and Ms. Wenezenki-Yolland each spoke of the
Spreadsheet as capturing their full attention.32° For example, Mr. Mazure deposed:
Prior to viewing the [Spreadsheet] prepared by the Compliance Division, | was
certain as to the general nature of the suspicious cash and the potential for money

laundering and proceeds of crime in and about casinos. However, | was still
uncertain of the magnitude of the problem and of the individuals involved.

The [Spreadsheet], the E-Pirate investigation, the summit in June 2015, and a
spike in suspicious cash in July 2015 drew more attention to the problem. This then
spurred action by GPEB with the full support of [Ms. Wenezenki-Yolland].326

135. The creation of the Spreadsheet and the E-Pirate investigation triggered a series
of actions by GPEB and the Province. GPEB prepared a strategy document for Minister
de Jong setting out multiple ways in which the Province could address the persistence of
LCTs. The strategy document proposed, among other things, a ministerial directive,
collaboration with law enforcement and FINTRAC, the introduction of other cash

alternatives, and an external review of BCLC’s CDD practices.3?’

136. Minister de Jong testified that his awareness that additional steps were required to
address money laundering arose at this time. He acknowledged that “[p]erhaps it should
have occurred sooner” but remarked that such an awareness did not arise “on the strength
of the information [he] was receiving from GPEB [and BCLC]".3% That is, prior to August
2015, Minister de Jong had considered that the AML strategy developed by the Province

was in place and being pursued.32°

(b) GPEB requests BCLC implement a source of funds policy

137. One of the options presented to Minister de Jong after receipt of the Spreadsheet
was a direction that BCLC implement a source of funds requirement. The lead up to this
proposed direction began on August 7, 2015 with a letter from Mr. Mazure to Jim
Lightbody, then CEO and President of BCLC, requesting action consistent with the

325 TR J. Meilleur, 12/FEB/2021, p. 72, . 9—p. 73, |. 24; Ex. 922, § 108; TR C. Wenezenki-Yolland
27/APR/2021, p. 45, . 17—p. 46, . 25.

326 Ex. 541, 1] 148-149.

327 TR J. Meilleur 12/FEB/2021, p. 111, I. 1—p. 116, |. 2; Ex. 587, Ex. HH; Ex. 922, q 112-114. Earlier
that year, Mr. Mazure was provided a Briefing Note outlining various AML options: Ex. 575, App. 118.
328 TR M. de Jong 26/APR/2021, p. 118, I. 10-p. 119, I. 9; Ex. 575.

329 TR M. de Jong 26/APR/2021, p. 13, |. 20-p. 14, 1. 16, p. 21, I. 25-p. 37, 1. 10.
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recommendations from the June 2015 summit.330 In particular, Mr. Mazure referenced the
2015/16 Mandate Letter issued by Minister de Jong and asked BCLC to pursue several
activities, including, that BCLC “[d]evelop and implement additional [CDD] policies and
practices constructed around financial industry standards and robust [KYC] requirements,
with a focus on identifying source of wealth and funds as integral components to client
risk assessment ...”.33' According to Mr. Mazure, the intent of his letter was to ask BCLC
to take steps additional to those required by the PCMLTFA.332

138. On August 24, 2015, Mr. Lightbody wrote to Minister de Jong to provide feedback

in response to Mr. Mazure’s August 7, 2015 letter.33% Regarding Mr. Mazure’s direction

with respect to source of wealth and source of funds, Mr. Lightbody advised as follows:
While it is generally easier to identify an individual’s source of wealth, identifying
the actual source of funds per transaction is far more problematic, especially when
the funds are presented as cash. It is financial industry standard to ask a customer
to declare the source of funds for all transactions (including cash) over CAD
$10,000.00 however little follow up investigation is then conducted. It is also

common practice in the financial industry to terminate a business relationship with
a customer after two or three suspicious transaction reports (STR). ...

BCLC [believes] that currently no one agency in [BC] is equipped to identify the
actual source of funds. To do so would require in most cases, law enforcement
intervention. Currently BCLC and GPEB lack the legislative authority, and law
enforcement lack the available budget, resources and visibility into gaming.334

139. Accordingly, BCLC proposed that the Province create a new dedicated law
enforcement gaming unit to focus on identifying and eliminating proceeds of crime

entering BC gaming facilities and preventing illegal or “underground” gambling in BC.33%

140. In September 2015, GPEB and BCLC representatives, including Mr. Mazure, Ms.

Wenezenki-Yolland, and Mr. Lightbody, met with Minister de Jong to discuss the issues.336

330 TR J. Meilleur 10/MAR/2021, p. 159, I. 20-p. 160, I. 15.

331 Ex. 505, Ex. 48.

332 TR J. Mazure 11/FEB/2021, p. 175, |. 11-p. 176, |. 10.

333 Mr. Mazure was not aware of the letter then: TR J. Mazure 11/FEB/2021, p. 176, I. 13-p. 178, 1. 9.
334 Ex. 505, Ex. 49.

335 Ex. 505, Ex. 49.

336 Ex. 922, q 134-140; TR J. Lightbody 28/JAN/2021, p. 27, |. 7-14. The normal process within
government is that public service employees follow reporting lines. Generally speaking, this means the
decision about whether a briefing is arranged would be the decision of the Deputy Minister: TR L.
Wanamaker 22/APR/2021, p. 45, 1. 17-p. 46, |. 21.
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141. On September 1, 2015, Mr. Mazure wrote to Mr. Lightbody and reiterated the
requests in his August 7, 2015 letter. Mr. Mazure advised that, once BCLC responded,
GPEB would examine BCLC’s policy initiatives and advise BCLC of its position in respect
of them.33” Mr. Lightbody responded the next day stating that BCLC was preparing a
response in consultation with the incoming Vice President of Security and Compliance,

Mr. Kroeker, and would respond by September 18, 2015.338

142. On September 8, 2015, Mr. Kroeker assumed his new position with BCLC. Upon
arrival, Mr. Alderson briefed Mr. Kroeker on BCLC’s AML landscape, including that:33°
a. in July or August 2015, the RCMP advised BCLC that it suspected that the
cash entering casinos was potentially proceeds of crime;34°

b. BCLC investigative interviews conducted with VVIP players disclosed that
these players readily admitted to not knowing the source of their cash and
that they paid those funds back in suspicious circumstances, using
suspicious methods, with little or no interest;34' and

C. BCLC needed to change its thinking around underground banking and the
source of funds being used.3#?

143. Mr. Kroeker interpreted the last point as necessitating source of funds inquiries, but
only on individuals identified by police.3*3 Regardless, by September 2015, BCLC knew
there was a concern that proceeds of crime were entering casinos, and there was a need

to start inquiring about source of funds for at least some patrons.

144. On September 11, 2015, BCLC issued a direction to service providers imposing
conditions on a relatively small number of high-risk patrons, namely 36 individuals
identified by police as having received cash from organized crime.3** The conditions,
among other things, prohibited those patrons from buying in without proving the source of
their cash or chips. The cash conditions program did not apply to all patrons; the purpose

of the program “was to address any risk areas associated with individuals” attending

337 Ex. 505, Ex. 50.

338 Ex. 505, Ex. 51.

339 TR R. Kroeker 26/JAN/2021, p. 48, . 14-p. 49, |. 16.

340 Ex. 493; TR R. Kroeker 26/JAN/2021, p. 49, . 17-p. 50, I. 11.
341 TR R. Kroeker 26/JAN/2021, p. 54, 1. 10-p. 55, I. 5.

342 TR R. Kroeker 26/JAN/2021, p. 55, . 15-22.

343 TR R. Kroeker 26/JAN/2021, p. 55, I. 15-22.

344 Ex. 490, 1 98, Ex. 39; Ex. 148, 11 87-88, and 133-136, Ex. 8.
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casinos and buying in with large amounts of “unsourced cash”.34> This direction was the

expansion of the cash conditions referenced infra at paragraph 58.346

145. On September 16, 2015, Mr. Lightbody responded to Mr. Mazure’s August 7 and
September 1 correspondence. Mr. Lightbody stated: “[w]ith respect to your specific
suggestions in regard to source of wealth, source of funds, and suspicious transaction
reports made to FINTRAC, | can confirm that all three of these elements ... are integrated

into BCLC's risk assessment and on-going monitoring of individual customers”.34

146. While these communications were ongoing, GPEB engaged the services of Myers
Norris Penny LLP (MNP) to work directly with GPEB managers to analyze current
practices in respect of source of funds, source of wealth, handling of cash, use of cash
alternatives and overall CDD in gaming facilities and to assess BCLC’s CDD regime and

overall compliance with AML practices.34®

(c) October 2015 Ministerial direction

147. On October 1, 2015, Minister de Jong issued directions to BCLC regarding its AML
practices in a letter to Bud Smith, BCLC Board of Directors Chair, including for BCLC to:
Enhance [CDD] to mitigate the risk of money laundering in British Columbia gaming
facilities through the implementation of AML compliance best practices including

processes for evaluating the source of wealth and source of funds prior to cash
acceptance.349

148. Mr. Lightbody understood this direction from the Minister to mean BCLC should
keep “doing what it was doing”; that is, BCLC should continue with the cash conditions
program.3% Mr. Lightbody did not understand this to be a direction to implement a general
source of funds policy.3®' Conversely, Mr. Desmarais understood Minister de Jong’s
direction to mean BCLC was to evaluate the source of funds prior to cash acceptance for
all patrons.®52 Mr. Mazure understood his August 7 letter and the Minister's October 1

345 TR K. Sweeney 29/JAN/2021, p. 191, |. 1-p. 192, I. 14.

346 Ex. 522, §147-49, Ex. 22-25; TR D. Tottenham 4/NOV/2020, p. 80, I. 8-p. 81, I. 13; Ex. 148,  79.
347 Ex. 505, Exs. 51 and 52.

348 MNP was formally engaged on September 8, 2015: Ex. 73, App. J, p. 3.

349 Ex. 505, Ex. 53.

350 TR J. Lightbody 28/JAN/2021, p. 50, |. 21-p. 51, I. 6.

351 TR J. Lightbody 29/JAN/2021, p. 12, 1. 1-11, p. 23, I. 25, p. 24, 1. 1-9.

352 TR B. Desmarais 2/FEB/2021, p. 33, I. 5-25.
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direction to be a request that BCLC go beyond its FINTRAC obligations and conduct

source of funds inquiries prior to accepting suspicious cash.3%3

149. Mr. Kroeker prepared a draft letter in response to the Minister’'s October 1, 2015

letter, with input from Mr. Lightbody, Mr. Desmarais and others. Mr. Smith testified the

draft letter accurately captured BCLC'’s position at the time.3%* The draft letter read in part:
You have directed that BCLC evaluate the source of wealth and source of funds
prior to cash acceptance in all instances...

Implementing a process that will require source of wealth and source of funds
confirmation prior to any transaction will in all likelihood put much of the 77 percent
of slot and table revenue that is cash based in jeopardy, the vast majority of which
presents no, or extremely low, risk of money laundering.3%°

150. The minutes from BCLC’s October 29, 2015 Board of Director's meeting provide
insight into how the Minister’s direction was received, including the Board’s concerns
about potential impact on revenue:
Bud Smith reviewed issues arising from a recent directive received from the
Minister. Discussion followed as to the most appropriate board response, given
management estimates the effect of the direction for BCLC, if fully implemented,

would be hundreds of millions of dollars. The Board directed that the Chair seek a
meeting with the Minister to review implications of the directive.3%

151. Consistent with the Board’s direction, Mr. Smith met with Minister de Jong on
November 18, 2015. BCLC'’s briefing materials for the meeting indicate that the Minister
was advised that “[a] relatively few number of high-value patrons account for significant
gaming revenue to the province. These clients have a preference for cash transactions,
for a number of reasons including cultural, and as a result account for a disproportionate
number of STRs”.3% Mr. Smith testified that, as of the November 2015 briefing, BCLC’s
executive and Board were aware that patrons were gambling in BC casinos with borrowed
funds from unknown sources and that those loans were being repaid, sometimes in China;

however, he did not provide this information to the Minister during the briefing.2%¢ An e-

33 TR J. Mazure 11/FEB/2021, p. 183, I. 21-p. 185, |. 22.

354 TR B. Smith 4/FEB/2021, p. 114, |. 20-p. 115, |. 22.

355 Ex. 538.

356 Ex. 513, p. 7; TR J. Lightbody 29/JAN/2021, pp. 36-38.

357 Ex. 539.

358 TR B. Smith 4/FEB/2021, p. 135, I. 3-19, p. 137, |. 23-p. 138, |. 18; Ex. 540.
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mail sent on November 19, 2015 confirmed the source of funds direction was raised:

In a meeting with Bud Smith yesterday, Minister committed to clarify through the
mandate letter, that the evaluation of source of funds prior to cash acceptance,
does not imply that they need to check every $20 bill that comes in the door. That
a pragmatic, risk based approach should be taken in appropriate consideration of
evaluating the source of funds.3%°

(d) Implementation of Minister’'s October 2015 direction

152. Mr. Mazure believes he advised Minister de Jong that he was not satisfied with
BCLC'’s implementation of the Minister's October 1, 2015 direction while discussing
BCLC'’s Mandate Letter or letter of expectations.36° On January 29, 2016, Minister de Jong
issued the 2016/17 Mandate Letter to BCLC, which included a direction to BCLC,
consistent with Mr. Mazure’s direction, that BCLC implement AML practices that involved

an evaluation of the source of wealth and source of funds prior to cash acceptance.3®

153. Beginning in May 2016, BCLC required service providers to complete a source of
funds questionnaire for specific patrons at the time of a large cash buy-in. When a high-
risk patron would buy-in at a BC casino, the service provider would fill out an “Interview
Form”, which inquires: “What is the source of funds for this CASH buy in?” The answers

to that inquiry include: “from home savings”, “my own cash”, and ‘it is my money””.362

Despite the generality of these responses, service providers accepted the cash.363

154. Ms. Wenezenki-Yolland was aware GPEB was not satisfied with BCLC’s
response.3%* She was kept apprised of the fact that Mr. Mazure continued to write to Mr.
Lightbody to express the view that additional steps needed to be taken regarding source
of wealth and source of funds.3%® Although Ms. Wenezenki-Yolland did not recall the
specific steps BCLC had taken, she was satisfied those steps were increasing because
STR trends were in decline. Over this period, Ms. Wenezenki-Yolland received reports

359 Ex. 903.

360 TR J. Mazure 5/FEB/2021, p. 132, I. 6-p. 134, 1. 2. In this excerpt, Mr. Mazure also stated he would
have raised the issue when briefing the Minister on the outcome of the MNP Report.

361 Ex. 922, 9 156-158, Exs. BB-DD.

362 Ex. 85.
363 TR D. Tottenham 10/NOV/2020, p. 6, |. 20-p. 14, 1. 22; TR S. Beeksma 26/0CT/2020, p. 44, 1. 19-
25, p.45,1. 1-14.

364 Ex. 922, 9 160.
365 Ex. 922, 155, Ex. AA.
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from staff that source of funds inquiries were not necessarily happening consistently, and

concerns remained around suspicious cash transactions. 366

155. Similarly, Minister de Jong testified he did not receive “any indication, any
evidence, any advice or information to suggest that ... there was any attempt being made
to frustrate the intent of what was conveyed both in the October 1%t letter and the
subsequent mandate letter” [emphasis added].2%” He did not follow up to confirm BCLC
was following his direction; he was satisfied STRs were decreasing and did not consider
further action necessary.3¢® To the extent that Minister de Jong’s impression was not
consistent with GPEB’s view, this may have resulted at least in part from the earlier
direction that GPEB and BCLC were to resolve issues between themselves without the
Minister’s intervention and that the views of both organizations needed to be incorporated
into joint briefing notes and approved by BCLC and GPEB.3°

156. BCLC did not implement a general source of funds policy until January 10, 2018,
after Dr. German'’s interim recommendations were released in December 2017.37° Mr.
Tottenham agreed that in deciding not to implement a blanket source of funds rule earlier,
BCLC had considered the negative impact on the revenue generated by the industry. Mr.
Tottenham further acknowledged that earlier introduction of a blanket source of funds rule
would have had a dramatic impact on suspicious cash, stating: “Essentially it would have
gotten us very quickly to the point where we eventually have gotten to”.3"

The July 2016 MNP Report & $50,000 threshold issue

157. On July 26, 2016, MNP issued its report entitled “British Columbia Gaming Policy
Enforcement Branch: AML Report” (the “MNP Report”). The MNP Report made several
recommendations directed towards GPEB and BCLC. In section 4.2, MNP made a

recommendation to GPEB regarding unsourced cash:

366 TR C. Wenezenki-Yolland 27/APR/2021, p. 126, I. 13-p. 127, 1. 18.

367 TR M. de Jong 23/APR/2021, p. 141, 1. 15-19, p. 155, |. 23-p. 157, |. 15.

368 TR M. de Jong 23/APR/2021, p. 86, |. 9-13, p. 93, I. 11-p. 94, 1. 11, p. 156, |. 13-25.

369 Ex. 541, 15, 42.

370 Ex. 505, Ex. 152; TR J. Lightbody 29/JAN/2021, p. 27, 1. 17—p. 28, |. 9; GPEB and BCLC continued
to exchange correspondence related to the issue of source of funds and other AML policies: see, Ex.
505, Exs. 54 to 57.

37 TR D. Tottenham 5/NOV/2020, p. 4, 1. 8-p. 6, . 9.
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4.2  Currently, casinos are only required to report LCTRs after they have
accepted the cash transaction. GPEB should consider implementing a policy
requirement that Service Providers refuse unsourced cash deposits exceeding an
established dollar threshold or to refuse frequent unsourced cash deposits
exceeding an established threshold and time period until the source of cash can
be determined and validated. 372

158. Ms. Wenezenki-Yolland was provided a draft copy of the MNP Report for review
and comment. She considered that the draft failed to describe much of the AML efforts
put in place since September 2015. However, Ms. Wenezenki-Yolland understood the
MNP Report recommendations; she deposed that MNP recommended the “establishment
of a threshold over which cash buy-ins would require source verification”. Like the Malysh

Report, the MNP Report did not recommend a hard cash cap.%73

159. The MNP Report also referred to the historical $50,000 threshold issue which arose
at the River Rock.?’* In November 2015, BCLC determined that River Rock staff
mistakenly believed they “were not required to screen any cash buy-ins under $50,000 as
suspicious” and “that any large buy-ins in larger denominations such as $50 or $100 bills
were not regarded as suspicious if the patron had a documented source of wealth or was
historically a high limit player”.3”> While there is some conflict in the evidence as to the
genesis of the $50,000 threshold, the balance of the evidence suggests the threshold
resulted from a misunderstanding borne of a direction from Mr. Dickson to report all
$50,000 transactions pursuant to s. 86 of the GCA.37® To be clear, Mr. Dickson did not, at
any time, direct service providers or BCLC not to report transactions under $50,000 as
suspicious to GPEB or FINTRAC.3"7

160. In 2012, GPEB noticed the River Rock was failing to submit s. 86 reports regarding
suspicious cash buy-ins using $100 bills. On several occasions, Mr. Dickson asked BCLC
senior staff, Mr. Karlovcec and Mr. Friesen, whether such a threshold was being applied

at the River Rock. Mr. Dickson was advised it was not, and he trusted the information

8712 Ex. 73, App. J.

373 Ex. 922, 9] 161-169.
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375 Ex. 75, q] 5.

376 Ex. 490, 1 85, Ex. 20; Ex. 107; Ex. 75; Ex. 84; Ex. 113; Ex. 534.
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provided by BCLC was correct.3’® At one point, Mr. Karlovcec directed Mr. Dickson’s

comments to Mr. Ennis of GCGC so he could clarify reporting obligations with his staff.37°

161. A GPEB investigator, Mr. Barber, learned that River Rock staff were only reporting
as suspicious cash buy-ins over $50,000 which consisted of $20 bills. He too raised his
concerns about this practice with GCGC staff. On one occasion, Mr. Barber and Mr.
Dickson spoke with Mr. Ennis and Arlene Strongman of GCGC and told them thresholds
for suspicious transactions were unacceptable and that any suspicious transaction should

be reported, regardless of the value of the transaction.38°

162. GPEB addressed allegations of non-compliance with both the service provider and
BCLC directly. After doing so, GPEB: (1) received confirmation from BCLC that there were
no deficiencies in reporting; and (2) in any event, provided clear direction to the service
provider regarding acceptable reporting. Based on these communications, GPEB did not
initiate a more extensive investigation into the issue. Bearing in mind BCLC’s strict
reporting obligations under PCMLTFA, it was reasonable for GPEB to trust that BCLC’s
knowledge of the status of service provider FINTRAC reporting was accurate.

163. In addition to highlighting the $50,000 threshold, the MNP Report became another
source of conflict between GPEB and BCLC.38" BCLC did not agree with some of MNP’s
recommendations and took the position that it did not need to act on them other than by
way of a commitment to enhance its AML training program.38? BCLC also expressed
concerns regarding MNP’s data collection and the accuracy of the data utilized, but Mr.
Kroeker acknowledged in cross-examination that the data concerns would not have
affected at least some of MNP’s key findings, including those at 5.79, 5.8, and 5.81.383

164. When asked why he did not go to the Minister in July 2016 and tell him that BCLC
was being “intransigent”, Mr. Mazure testified that in his regular meetings with Ms.

Wenezenki-Yolland he conveyed that information. He did not know if Ms. Wenezenki-
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379 TR D. Dickson 22/JAN/2021, p. 58, |. 14-p. 60, I. 23, p. 88, . 23-p. 89, |. 7; Ex. 75, App. K.
380 Ex. 145, § 73-76; see also, TR R. Barber 3/NOV/2020, p. 90, . 21-p. 92, |. 14..
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Yolland passed on that information to the Minister.38* Despite BCLC’s concerns with the
MNP Report, Minister de Jong was advised of the report and GPEB began working on a

review of responsive policy options, including a directive respecting source of funds.3

165. With some exceptions, GPEB and BCLC eventually worked on implementing the
MNP Report collaboratively. Michelle Jaggi-Smith, then Executive Director of GPEB’s
Policy Division, was given the task of compiling the responses to the MNP Report and
working with BCLC on those responses. Each organization was assigned responsibility
for each of MNP’s recommendations.38 Mr. Mazure and Mr. Lightbody prepared a briefing
document for the Minister to update him on their work in responding to the MNP Report.38”
Another briefing note was prepared in February or March 2017 to update the Minister of
the terms of work between GPEB and BCLC arising from the MNP Report, but Mr. Mazure

was unable to recall if it went forward to the Minister.388

166. BCLC and GPEB continued to disagree on AML initiatives in the intervening period.
Mr. Meilleur had regular meetings with Mr. Alderson and Mr. Kroeker to discuss what
additional measures could be taken by GPEB and BCLC, including a threshold on the
amount of cash that could be accepted and efforts to identify the source of funds. BCLC
representatives responded to Mr. Meilleur advising that BCLC already had such measures
in place; for example, BCLC referred to its high-risk patron interview form that inquired
into source of funds.3® Although GPEB and BCLC disagreed on how to move forward,
they did agree that law enforcement needed to take an active role in investigating,

deterring, and assisting in the prosecution of money laundering.3%°
Creation of JIGIT

167. Throughout the material period, both GPEB and BCLC sought to engage law

384 TR J. Mazure 5/FEB/2021, p. 139, I. 15-p. 140, I. 5.

385 Ex. 587, § 141; Ex. 555; TR J. Mazure 5/FEB/2021, p. 137, 1. 17-p. 138, |. 21.
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388 TR J. Mazure 5/FEB/2021, p. 143, |. 3-p. 145, |. 5.

389 Ex 587, 141,
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enforcement’s assistance in combatting the issue of money laundering in BC casinos.3%"
The respective organizations contacted the RCMP and other police of jurisdiction to
advise of concerns around money laundering and proceeds of crime entering BC casinos.
The evidence suggests that, other than a short-lived investigation by IPOC in 2010/11 and
the E-Pirate investigation, there were no significant money laundering investigations in
BC until the creation of JIGIT.3%?

168. In April 2016, the Province established JIGIT, which operates under the auspices
of the Combined Forces Special Enforcement Unit of BC (“CFSEU-BC”) and is mandated
to provide a dedicated, coordinated, multi-jurisdictional investigative and enforcement
response to both illegal gambling and unlawful activities within BC gaming facilities.3%
JIGIT’s strategic objectives include targeting and disrupting organized crime and gang
involvement in illegal gaming, criminal investigations of illegal gambling, and the

prevention of criminal attempts to legalize proceeds of crime through gaming facilities.3%

169. In May 2016, four GPEB members were embedded within JIGIT. They collect
intelligence, provide information to JIGIT, and liaise with BCLC; they are seen to be of
“great value” and have contributed to JIGIT's success.?®® At present, there are eight
members of GPEB embedded in JIGIT.3%

170. An early initiative of JIGIT was Project Athena (now known as the Counter lllicit
Finance Alliance of BC (“CIFA-BC”)).%%” Project Athena initially began as a JIGIT probe
into the use of bank drafts at casinos in the Lower Mainland. Through its investigation,
JIGIT uncovered that there was no standardization of the content required on a bank draft,
which led to a vulnerability that could be exploited for the purposes of laundering

money.3%8 As a result, Canadian banks undertook efforts to update their bank draft
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procedures to address the identified vulnerabilities.3%°
Reporting to past Ministers and Deputy Ministers

171. Over the material period, GPEB provided timely and accurate information to the
various Ministers responsible for gaming. GPEB acted reasonably by: (a) alerting the
Ministers to the risk of money laundering and acceptance of the proceeds of crime in BC
casinos; (b) reporting to the Ministers about the steps being taken by GPEB, in
coordination with BCLC, to try to address those risks; and (c) reporting to the Ministers

about the progress of those efforts.

(a) GPEB reporting to Ministers and Deputy Ministers

172. GPEB’s first GM, Mr. Sturko, testified he would have made the DM and Minister
aware of the discussions occurring within GPEB about potential money laundering.4%°
Although he did not specifically recall if he elevated GPEB’s conclusion that the risk to the
BC gaming environment was “extremely high”, Mr. Sturko believed the Minister and DMs
would have been aware of GPEB’s concerns because preparation for Estimates or
Question Period necessitated briefing upon the issues of the day.4°’

173. As Acting GM, Ms. Birge did not discuss concerns about suspicious cash or money
laundering with the Minister or DM.4%2 However, she explained that at that time, it would
not “have been responsible to do so” because GPEB was “engaged in a process that had
been ongoing for some time around [PGF accounts]”. Moreover, GPEB had received the
Deloitte Report and the Kroeker Report and was responding to them with the goal of
establishing a working group to collaborate with BCLC and other stakeholders to come up
with recommendations.*%® Ms. Birge wanted GPEB to do its due diligence around the

issues before making a recommendation to the Minister or DM.4%4

39 Ex. 144, 1 39; TR S. Davis, J. Stark, G. Stavridis,19/JAN/2021 (in camera) pp. 69-75, 100-107; TR
A. Gabriele 20/JAN/2021, pp. 5-81; TR M. Bowman 20/JAN/2021, pp. 92-147.

400 TR D. Sturko 28/JAN/2021, p. 122, I. 6-p. 123, 1. 1.

401 TR D. Sturko 28/JAN/2021, p. 123, I. 7-15, p. 160, I. 10-21.

402 TR S. Birge 3/FEB/2021, p. 24, |. 24-p. 25, I. 10; Ms. Birge did, however, submit to the Minister
Estimates Briefing Notes addressing wrongdoing related to gaming and FINTRAC reporting: Ex. 575,
Appendices 169 and 170.

403 TR 8. Birge 3/FEB/2021, p. 25, 1. 11-p. 27, I. 3.

404 TR S. Birge 3/FEB/2021, p. 34, 1. 14-p. 35, I. 15.
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174. Minister Coleman testified that, during his time as responsible minister4®®, he was
aware of the need to be “mindful of the proceeds of crime” in all aspects of the economy,
not just gaming.4%® He recalled attending a meeting with Mr. Vander Graaf and Ms.
Wanamaker in 2010 during which LCTs were discussed but did not recall Mr. Vander
Graaf attempting to raise the alarm about money laundering in that meeting.*%” Despite
this lack of recollection, the Kroeker Report was commissioned shortly thereafter,+08
suggesting the Minister was apprised of the issue. Following release of the Kroeker
Report, Minister Coleman did not recall receiving a proposal to issue a ministerial directive

to impose a cash cap at BC casinos.*%°

175. While he was GM, Mr. Scott initially reported to Ms. Wanamaker. Their discussions
early in his tenure related to the Kroeker Report. He advised Ms. Wanamaker he did not
think implementation of the Report’'s recommendations would be enough. During that
time, it was “routine” for Mr. Scott and Ms. Wanamaker to discuss suspicious cash.*% In
his view, the scale and quantum of suspicious cash was well-known.*'" Mr. Scott advised
Ms. Wanamaker that GPEB investigators believed that BC casinos were being used to
facilitate the laundering of proceeds of crime,#'? and he also communicated those

concerns to Ms. Wenezenki-Yolland.4'3

176. Briefing notes prepared for Minister Coleman during Mr. Scott’s tenure confirm that
he updated Minister Coleman on GPEB’s progress in implementing the Kroeker Report
recommendations and the Province’s AML Strategy.4'* Mr. Scott agreed that a February
2012 briefing note to Minister Coleman*'S> gave the impression that everything was under

control and the parties were diligently responding to the issue but clarified that was

405 Minister Coleman was responsible minister from August 19, 2002 to June 15, 2005, from June 23,
2008 to March 13, 2011, and from February 8, 2012 to June 9, 2013. The Hon. Shirley Bond was
responsible minister from March 14, 2011 to February 7, 2012: Appendix B (GCA Responsibilities).
406 TR R. Coleman 28/APR/2021, p. 98, I. 13-p. 99, I. 12.

407 TR R. Coleman 28/APR/2021, p. 110, I. 2-p. 115, 1. 13.

408 TR R. Coleman 28/APR/2021, p. 114, 1. 6-p. 115, I. 2.

49 TR R. Coleman 28/APR/2021, p. 125, I. 3-20.

410 TR D. Scott 8/FEB/2021, p. 63, 1. 17-p. 65, I. 2.

41" TR D. Scott 8/FEB/2021, p. 65, I. 3-25.

412 TR D. Scott 8/FEB/2021, p. 66, |. 1-24.

413 TR D. Scott 8/FEB/2021, p. 67, |. 6-21.

414 Ex. 575, App. 12, 175, 176. See also, App. 174, 177, 178; Ex. 557, Ex. 26.

415 Ex. 557, Ex. 31.
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because he believed GPEB had a clear plan they were working on with BCLC.4'6

177. In August 2011, Mr. Scott briefed Minister Bond on GPEB and BCLC’s action plan
to respond to the recommendations in the Kroeker Report.#'” Mr. Scott did not have a
specific recollection of briefing Minister Coleman on the issue of suspicious cash
transactions, but testified that he would have: (a) briefed the Minister on the broader AML
Strategy and in doing so, would have explained that it was developed because of money
laundering concerns and a belief that proceeds of crime were entering casinos;*'® and (b)
would have briefed the Minister during the course of transitional briefings*'®, including one
such briefing he delivered to Minister de Jong in June 2013.42° Mr. Scott was also
confident that he would have spoken to the Minister about increasing suspicious cash
transactions when discussing GPEB’s performance progress report from May 2013.42"

178. While Mr. Mazure was GM, he usually met with Ms. Wenezenki-Yolland weekly or
bi-weekly for 45 minutes to an hour.#*?? Because AML issues were one of GPEB’s
priorities, he would have shared with her both Mr. Vander Graaf's concerns*?® and any
action items he may need her assistance with or “things that might need to go to the
Minister”.4?4 During his first year, Mr. Mazure believed that those issues brought to Ms.
Wenezenki-Yolland’s attention were also brought to the Minister’s attention. He stated that
GPEB would have “kept him in the loop” (with reference to the Minister) because AML

was part of BCLC's letters of expectation.*?®

179. For her part, Ms. Wenezenki-Yolland testified she had bi-weekly meetings with the
DM#4%6 and, on average, met with the Minister on a monthly basis.*?” Ms. Wenezenki-

416 TR D. Scott 8/FEB/2021, p. 72, 1. 10-p. p. 75, |. 18.

417 Ex. 575, App. 171.

418 TR D. Scott 8/FEB/2021, p. 67, . 22-p. 68, |. 19.

419 TR D. Scott 8/FEB/2021, p. 68, I. 20-p. 69, I.

420 TR D. Scott 8/FEB/2021, p. 68, |. 20-p. 70, |. 20; Mr. Scott deposed that he would have approved
the PowerPoint presentation for the briefing: Ex. 557, ] 59 and Ex. 27.

421 TR D. Scott 8/FEB/2021, p. 75, I. 23-p. 77, |. 23; Ex. 575, {59, Ex. 27, p. 192.

422 TR J. Mazure 5/FEB/2021, p. 12, 1. 10-22; TR C. Wenezenki-Yolland 27/APR/2021, p. 145, |. 1-11.
423 Mr. Mazure testified that Mr. Vander Graaf raised AML issues and suspicious cash transactions in
one of their initial meetings: TR J. Mazure 5/FEB/2021, p. 8, I. 1-25. See also, Ex. 575, App. 114.

424 TR J. Mazure 5/FEB/2021, p. 12, |. 23-p. 13, I. 25.

425 TR J. Mazure 5/FEB/2021, p. 15, |. 20-p. 18, I. 5.

426 TR C. Wenezenki-Yolland 27/APR/2021, p. 145, 1. 1-11.

427 TR C. Wenezenki-Yolland 27/APR/2021, p. 145, |. 23-p. 146, |. 5.
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Yolland recalled raising the issue of money laundering or suspicious cash transactions
with the DM.4?8 When asked if she would have briefed the Minister in 2013 about what
she was learning about suspicious cash transactions, Ms. Wenezenki-Yolland said she
believed the Minister had the same information as she did in 2013.42°

180. Ms. Wenezenki-Yolland agreed that two GPEB employees raised the concern of
suspicious cash transactions with her while she was at GPEB'’s offices, though she could
not recall who the two employees were or when the meeting occurred.*3° Ms. Wenezenki-
Yolland also could not remember whether she briefed the Minister in 2014 about
suspicious cash transactions and money laundering concerns. At this time, there was
media coverage regarding suspicious cash transactions and Mr. Mazure briefed Ms.
Wenezenki-Yolland on the issue. She described this as a “warning flag” for her; but
clarified that the issue of suspicious cash in BC gaming facilities did not crystallize due to
GPEB’s work on AML initiatives.43!

(b) Direction for joint GPEB/BCLC reporting

181. The challenges arising from GPEB and BCLC'’s relationship, and both entities
ability to report to government, were compounded between 2013 and 2016 because of a
direction from Ms. Wenezenki-Yolland that the organizations work together to resolve any

issues. Mr. Mazure, then GM, described his understanding as follows:

It was made clear to me by Ms. Wenezenki-Yolland [then Associate Deputy
Minister] that there was an expectation that | would be expected to work with BCLC
to resolve issues that even though both organizations reported to the Ministry of
Finance at the time, issues between the two organizations were not routinely going
to be resolved at the Ministerial level. This expectation that GPEB and BCLC were
to resolve issues between themselves without the Minister's intervention was
consistent throughout my tenure with GPEB.432

428 TR C. Wenezenki-Yolland 27/APR/2021, p. 159, |. 21-p. 160, |. 12.

429 TR C. Wenezenki-Yolland 27/APR/2021, p. 154, |. 23-p. 155, |. 22.

430 TR C. Wenezenki-Yolland 27/APR/2021, p. 148, I. 1-p. 151, 1. 8.

431 TR C. Wenezenki-Yolland 27/APR/2021, p. 160, |. 13-p. 164, |. 13; see also, Ex. 922, [ 83.

432 Ex. 541, 1 15; Mr. Scott testified that Ms. Wanamaker accepted his assessment and expected him
to solve the problem, and he communicated his concerns to Ms. Wenezenki-Yolland: TR D. Scott
8/FEB/2021, p. 66, |. 13-p. 67, 1. 21.
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182. Mr. Mazure testified he received direction from Ms. Wenezenki-Yolland*33 that if
there was a policy issue that had implications for either BCLC or GPEB, the views of both
BCLC and GPEB needed to be incorporated into a joint briefing note, and both GPEB and
BCLC had to sign off on it before it would be brought to the attention of the Minister. In
other words, GPEB’s reporting would need to be done jointly with BCLC. Mr. Mazure
believed this direction caused the information provided to the Minister to be diluted; he
was concerned that, if he was not present, the briefing notes may leave the Minister with

the impression that GPEB and BCLC were more aligned than they were.*3*

183. In January 2015, Ms. Wenezenki-Yolland was concerned about the ongoing issue
of suspicious cash and LCTs in casinos and requested a briefing from GPEB and
BCLC.#%® GPEB and BCLC made presentations to Ms. Wenezenki-Yolland; GPEB’s
presentation was given by Mr. McCrea and BCLC’s presentation was given by Brad
Desmarais.*3® Ms. Wenezenki-Yolland observed there appeared to be a “constructive
working relationship” between GPEB and BCLC, and after the presentations, expressed
the opinion that government would not want “that kind of business in the casino”. She

advised the Minister about the briefing.+3”

184. Taken as a whole, the evidence establishes that GPEB elevated the issue of
potential money laundering and proceeds of crime to various GMs and Ms. Wenezenki-
Yolland as Associate DM. GPEB requested that issues pertaining to suspicious cash and
money laundering be raised with senior government officials. As Mr. Meilleur testified,
GPEB outlined that it required direction in terms of a threshold or a change to the GCA or
some other directive from the Minister.4*® Mr. Meilleur observed that money laundering
was a complex and serious public policy issue and that GPEB’s GMs were concerned and

“were pushing that up to senior government to say, if you would like your regulatory body

433 Ms. Wenezenki-Yolland deposed that she did not require GPEB and BCLC to provide joint briefing
notes; rather, it was government practice and the expectation of Minister de Jong: Ex. 922, [ 189.

434 Ex. 541, 42 and 43.

435 TR C. Wenezenki-Yolland 27/APR/2021, p. 37, 1. 7-p. 38, I. 20.

438 Ex. 505, Ex. 61; Ex. 580; She recalled that Messrs. Mazure and Meilleur were in attendance: TR C.
Wenezenki-Yolland 27/APR/2021, p. 139, |. 14-p. 143, 1. 19; TR L. Meilleur 12/FEB/2021, p. 40, |. 19-
p.42,1.17.

437 TR C. Wenezenki-Yolland 27/APR/2021, p. 139, |. 14-p. 143, |. 19.

4% TR L. Meilleur 10/MAR/2021, p. 26, I. 18-p. 27, |. 22.



https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/922%20-%20Affidavit%20no.%201%20of%20Cheryl%20Wenezenki-Yolland%20sworn%20on%20April%208%202021_Redacted.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/541%20-%20Affidavit%20no.%201%20of%20John%20Mazure%20sworn%20on%20February%204%202021_Redacted.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2027,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/505%20-%20Affidavit%20no.1%20of%20Jim%20Lightbody%20sworn%20January%2025%202021%20-redacted-.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/580%20-%20Presentation%20titled%20Gaming%20Policy%20and%20Enforcement%20Branch%20Anti-Money%20Laundering%20AML%20Briefing%20-%20January%202015.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2027,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2027,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%2012,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2027,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20March%2010,%202021.pdf

61

to do something, we need assistance in terms of that”.43°

(c) Transition of gaming portfolio to Minister Eby

185. Following the May 2017 provincial election, Minister Eby was appointed as Attorney
General.*49 Minister Eby assumed responsibility for the gaming portfolio in July 2017. As
part of his transition, Minister Eby received a series of briefings from GPEB and BCLC.
The first briefing was from BCLC executives on July 31, 2017 in Kamloops.**' Mr.
Lightbody gave the presentation, which covered a variety of matters relevant to BCLC; it
contained three slides on the issue of AML, which summarized information contained in
two BCLC briefing notes.#*> BCLC did not mention money laundering concerns,

suspicious cash, or of the potential involvement of organized crime.443

186. In August 2017, GPEB presented a two-part briefing to Minister Eby.4*4 GPEB
showed Minister Eby videos of patrons bringing bulk cash into casinos and outlined the
Vancouver model of money laundering.**> GPEB explained the steps taken to date to
address suspicious cash in BC casinos, trends in suspicious currency transactions, and
“‘GPEB’s AML challenges” including, among other things, “BCLC reluctance to move
forward with the speed necessary to mitigate risks (e.g. source of funds, Transaction
Assessment Team (TAT))”. In particular, GPEB identified a ministerial direction to BCLC
as a potential AML mitigation strategy and presented Minister Eby with a number of
possible actions, including to “[ilimplement more rigorous Know Your Customer (KYC) /
Source of Funds (SOF) standards”.#*¢ As a result of the GPEB briefing, Minister Eby

thought there was a very serious money laundering issue in BC casinos.*4’

187. Prior to the 2017 election, GPEB had prepared a draft briefing note to Minister de
Jong recommending that the Minister issue a directive to BCLC requiring BCLC to take

439 TR L. Meilleur 10/MAR/2021, p. 64, |. 4-
440 TR D. Eby 26/APR/2021, p. 2, 1. 24-p. 3, .

441 TR R. Fyfe 29/APR/2021, p. 59, |. 7-p. 60, |. 4; TR D. Eby 26/APR/2021, p. 29, |. 8-22.
442 TR R. Fyfe 29/APR/2021, p. 91, I. 10-p. 94, I. 11; Ex. 909; Ex. 916.

443 Ex. 905; Ex. 944; TR D. Eby 26/APR/2021, p. 31, 1. 1-19.

444 TR D. Eby 26/APR/2021, p. 38, I. 2-10.
445 TR D. Eby 26/APR/2021, p. 35, . 15-p.
446 TR D. Eby 26/APR/2021, p. 38, |. 24-
47 TR D. Eby 26/APR/2021, p. 35, I. 15-

.65,1.10.
2.
l.

’

37,1. 8.
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immediate action regarding unsourced cash in casinos.**® The evidence suggests that
GPEB was not able to provide a copy of the briefing note to Minister de Jong due to the
interregnum period leading up to the election when government will not consider any major
policy initiatives.*4° The evidence also suggests that GPEB did not provide the briefing

note to Minister Eby after he took over the gaming portfolio.4%°

188. Although that briefing note was not provided to Minister Eby, the evidence is clear
that, shortly after Minister Eby assumed responsibility for gaming, GPEB provided him a
comprehensive two-part oral briefing on AML after which Minister Eby was aware that
GPEB was “profoundly concerned about money laundering in BC casinos and that they

wanted government to take significant actions to address the issue”. 4%

189. Given the opposing narratives presented by BCLC and GPEB, Minister Eby
determined it was necessary to engage an individual with law enforcement experience to
review the situation and make recommendations to the Province.#%? On September 28,
2017, Minister Eby requested that Dr. German inquire into whether there is an
unaddressed, or inadequately addressed issue of money laundering in Lower Mainland
casinos, and if there was, to evaluate the history, nature and extent of the issue.*%3
Minister Eby hoped Dr. German would help centralize, evaluate, and prioritize the various
policy proposals to determine which would be most effective.*5* Minister Eby did not give
Dr. German any instructions beyond those set out in the terms of reference nor did he

communicate to Dr. German that he ought to pursue a particular narrative.4%

190. On October 23, 2017, BCLC provided a second briefing to Minister Eby wherein it
communicated its concerns regarding proceeds of crime in casinos and the steps BCLC

had taken to address the issue.*%¢ At this briefing, BCLC presented a link analysis to the
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453 Ex. 832, pp. 22-25; Ex. 940.

454 TR D. Eby 26/APR/2021, p. 59, I. 10-16.

4% TR R. Fyfe 29/APR/2021, p. 30, I. 5-16; TR D. Eby 26/APR/2021, p. 71, I. 9-18; TR P. German
12/APR/2021, p. 75, 1. 19-p. 76, 1. 9.

456 TR D. Eby 26/APR/2021, p. 48, . 14-p. 49, I. 10.



https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/556%20-%20MOF%20Briefing%20Document%20Title%20Ministers%20Direction%20to%20Manage%20Source%20of%20Funds%20in%20BC%20Gambling%20Facilities%20-%20Feb%202017_Redacted.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20February%205,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/906%20-%20Provincial%20AML%20Strategy%20by%20John%20Mazure%20and%20Len%20Meilleur%20-%20Aug%202017.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/907%20-%20Provincial%20AML%20Strategy%20-Part%20II-%20by%20John%20Mazure%20and%20Len%20Meilleur.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/832%20-%20Dirty%20Money%20Report%20by%20Peter%20German%20March%2031%202018.pdf
https://ag-pssg-sharedservices-ex.objectstore.gov.bc.ca/ag-pssg-cc-exh-prod-bkt-ex/940%20-%20Letter%20from%20Richard%20Fyfe%20to%20Peter%20German%20re%20Terms%20of%20Reference%20-%20Money%20Laundering%20Review%20-%20Oct%204%202017%20and%20signed%20Oct%207%202017_Redacted.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2029,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2012,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2012,%202021.pdf
https://cullencommission.ca/data/transcripts/Transcript%20April%2026,%202021.pdf

63

Minister, who encouraged BCLC to provide it to Dr. German for consideration. 4%’

Implementation of German recommendations

(a) Interim recommendations

191. On November 29, 2017, Dr. German made two interim recommendations: (a) that
service providers complete a source of funds declaration for cash deposits and bearer
monetary instruments which exceeded the FINTRAC LCT threshold of $10,000; and (b)
that GPEB investigators be present on site at casinos 24/7.4%

192. Consistent with Dr. German'’s first recommendation, on January 10, 2018, BCLC
implemented a new source of funds directive.4®® The source of funds directive made it
mandatory for all cash and bearer monetary instruments of $10,000 or more to be
accompanied by a source of funds receipt provided by the patron.46° Unlike BCLC'’s earlier
cash conditions program, this directive applied to all cash and bank draft/certified cheque
buy-ins of $10,000 or more. There has since been a significant decline in the number of
“bulk cash buy-ins” and suspicious cash buy-ins.*6' This decline suggests that Dr.
German'’s first interim recommendation had a demonstrable impact on the amount of
suspicious (potentially illicit) cash coming into BC casinos, thereby also reducing the risk

of money laundering occurring through those casinos.

193. GPEB did not implement Dr. German’s second interim recommendation as
proposed. GPEB considered the recommendation that investigators be on site at Lower
Mainland casinos 24/7 and, after reviewing the data, determined that having GPEB
investigators on site for the highest risk or peak periods would better balance the need for

regulatory presence with effective management of resources.62

194. In early 2018, BCLC sought to implement additional AML measures, including a

$25,000 cash cap. Given that Dr. German’s work was ongoing, Minister Eby requested
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that BCLC consult with Dr. German prior to implementing additional AML measures to
ensure consistency with his recommendations; he did not direct BCLC to take no AML
actions.*63 In Minister Eby’s view, Dr. German was best positioned to liaise between
BCLC, GPEB, and the police of jurisdiction regarding AML policy.464

195. On March 19, 2018, Dr. German issued a third interim recommendation: that the
Province make representations to the House of Commons Standing Committee on
Finance regarding amendments to the PCMLTFA.*5% Minister Eby appeared before the
Standing Committee on March 27, 2018.

(b) AML Training for GPEB Staff

196. On March 31, 2018, Dr. German issued his first report, Dirty Money. It was released
to the public on June 27, 2018. Minister Eby directed the public service to immediately
implement several of Dr. German’s recommendations.*%¢ Other recommendations were
more complex and required further analysis; those recommendations were referred to the

AML Secretariat for examination prior to implementation.46”

197. Mr. MacLeod became GM of GPEB in July 2018. His primary task was to oversee
the review and implementation of Dr. German’s recommendations.“®® One focus of Dirty
Money was on appropriate training for front line personnel.®® That focus arose, in part,
because GPEB’s approach to investigator training had evolved over the years in response

to the increased need for more standardized, AML-focused training.

198. GPEB primarily capitalized on the expertise of its staff as well as opportunities for

internal training.4’® For a number of years, internal training was provided by Mr. Vander
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Graaf.#”" Prior to joining GPEB, Mr. Vander Graaf was an RCMP officer and, for seven
years, was in charge of the Anti Drug Profiteering Integrated Unit (later renamed IPOC),
which received referrals from FINTRAC and identified, seized and pursued the forfeiture
of proceeds of crime.#”2 Throughout his tenure with GPEB, Mr. Vander Graaf provided

“[e]xtensive general lecturing on money laundering to almost all GPEB staff”.4’3

199. During Mr. Meilleur’s tenure as Executive Director of Compliance he recommended
training for GPEB Compliance staff, including GPEB Investigators.4’* Approval was
granted for memberships such as the Association of Law Enforcement Intelligence Units
(LEIU) and the National Gaming Information Sharing Group (NGISG) for GPEB'’s
Intelligence Unit.#”® LEIU had webinars and conference calls with an AML component.*7®

200. Mr. Meilleur also maintained a membership to Association of Certified Anti-Money
Laundering Specialists (ACAMS) during his tenure as Executive Director of Compliance,
which provided him with access to the website and webinars. He regularly provided the
AML training materials and webinars to GPEB staff.#”” Additionally, BCLC offered a limited
number of people at GPEB the opportunity for AML training through its membership with
ACAMS. That offer was accepted.*’8

201. Between 2016 and 2018, GPEB investigators received approval for, among other
things: (a) attendance at Protecting the Game, a course offered by the University of
Nevada, Las Vegas, and provided by the Nevada Gaming Commission, which offered
investigators an opportunity to discuss AML;*’® (b) attendance at CAMLI (Money
Laundering in Canada Forum);* (c) attendance at Corruption, Money Laundering and
Organized Crime Seminar;*®' and (d) attendance at the Canadian Gaming Summit, an
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annual summit that addressed AML through workshops and panels.48?

202. As noted above, Mr. MacLeod recently approved the creation of a new
Enforcement Division. GPEB’s Enforcement Division will focus on establishing effective
information sharing protocols with JIGIT, BCLC, and law enforcement, identifying money
laundering risks that require further investigation, and implementing standard operating
procedures to ensure clarity in the investigative response amongst stakeholders.*83
Enforcement will also focus on key deliverables, such as engaging in a proactive, real-
time approach to high risk integrity threats at casinos and working towards a collaborative
intelligence model with the CFSEU-BC and JIGIT.48

203. Part of the new approach to enforcement is to develop a more formalized approach
to investigator training. GPEB developed a working plan which identified GPEB training
needs and created training courses, a formalized training plan, and an employee
manual.*®® The proposal recognizes that appropriate investigation training may vary
among investigators depending on their experience, which may obviate the need for
certain courses.*® The training proposal includes courses such as CPIC training, CAMLI

training, and OPP-Gaming Training.*8’

204. Investigator training continued even while the formal standardized training program
was under development. In early 2020, for example Mr. Skrine sought and obtained
approval to provide GPEB investigators with standardized anti-money laundering training
through the Canadian Anti-Money Laundering Institute (CAMLI).“88 At that time, three
GPEB investigators had already completed the course.*8

(c) GPEB on-site investigator presence

205. The evidence suggests that implementing real-time responses to incidents and

increasing the investigator presence in casinos earlier could have been beneficial in
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reducing the risk of money laundering. As discussed above, prior to the implementation
of Dr. German’s recommendations, GPEB did not have an active presence in Lower
Mainland casinos. This approach was not unreasonable at the time, considering the legal
advice GPEB received and GPEB’s understanding of its authority and resources.

206. As discussed infra at paragraphs 28 to 38, GPEB’s Investigation Division and
various GMs understood that, unlike law enforcement officers, GPEB investigators could
not investigate money laundering, loan sharking, or proceeds of crime. They did not
consider themselves to have the authority to seize cash or question patrons.*®® This
significantly limited the options GPEB considered were available to them if they were
present in casinos or called on to respond to any emergent circumstances. According to
GPEB investigators, these options were also limited by the lack of equipment and other

resources to support interdiction strategies.*®

207. GPEB'’s Investigation Division reasonably perceived its primary role with respect to
money laundering and loan sharking as being an intelligence function and support to law
enforcement.*®2 This is consistent with the legal opinion provided by Dr. German, who
concluded that there was little GPEB could do with the intelligence they may obtain
regarding money laundering. He advised it was “essential” that law enforcement engage

with GPEB and BCLC in a meaningful way to deal with the intelligence gathered.4%3

208. Mandatory reporting under s. 86(2) of the GCA required BCLC and service
providers to notify GPEB immediately of any reportable incident, ensuring that GPEB
would have notice of incidents, within a reasonable timeframe for GPEB to respond within
its regulatory authority and perform its intelligence function in support of law enforcement.
GPEB ensured the reports were reviewed, synthesized, and provided to law enforcement.
Acting within the perceived parameters of their authority, GPEB investigators developed
relationships with and engaged law enforcement. During the period in which IPOC

operated, for example, GPEB provided intelligence on an “ongoing basis”.4%
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209. Over time, GPEB considered enhancing its investigator presence in casinos. On-
site enforcement presence at casinos was contemplated as part of Phase 3 of the
Provinces AML Strategy, which involved direct regulatory action by GPEB.*% However,
in the interim, GPEB worked with BCLC and service providers to implement the strategies

developed for Phase 1 and 2, including prioritizing cash alternatives and CDD measures.

210. Work to enhance GPEB’s investigative role is ongoing though the Enhanced
Enforcement Response initiated by Mr. MacLeod. This work, however, continues to
require coordination with police. Currently, GPEB’s Enhanced Enforcement Response
Steering Committee is collaborating with the police, BCLC, and service providers to
establish SOPs for deployment and to ensure that certain integrity threats are reported to
GPEB in real time for an agreed-upon list of offences.*% Through the enhanced role of
investigators and a renewed relationship with police, including JIGIT, GPEB has a

presence in casinos that obviates the need for a regular police presence.*®’

(d) Additional independent reviews

211. On September 27, 2018, the Province announced two additional independent
reviews. The Minister of Finance announced an independent review by an expert panel
consisting of Professor Maureen Maloney, Professor Tsur Somerville, and Professor
Brigitte Unger to “identify systemic risks that leave the real estate and financial services
sector open to money laundering”. This independent review resulted in the Maloney
Report.4®® Minister Eby also announced an independent review into allegations of money
laundering in the real estate, luxury automobile, and horse racing sectors within BC also
to be carried out by Dr. German.*% This review resulted in Dr. German’s second report,

Dirty Money 2. These reports form part of the Commission’s terms of reference.
(e) AML Deputy Ministers’ Committee

212. The AML Deputy Ministers’” Committee (“AML DMC”) was initially established to

4% TR D. Scott 8/FEB/2021, p. 14, 1. 11-p. 16, |. 24.
4% Ex. 504, ] 44, 45.

497 TR S. MacLeod 19/APR/2021, p.53, |. 13-24

498 Ex. 330.

49 Ex. 833, p. 21.
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oversee implementation of Dr. German’s recommendations relating to the gaming sector.

Its mandate was later expanded to include the Province’s entire AML response.5%

213. The AML DMC is supported by the Anti-Money Laundering Secretariat (the
“Secretariat”) which is tasked with developing information, guidance and options to build
policy and structures that could be used to address money laundering.®®! The Secretariat
drew upon the reports of Drs. German and Maloney, consultations with stakeholders, and
expert advice from Sir Robert Wainwright®®? and created the Provincial Anti-Money
Laundering Strategy.%*® The strategy sets out key AML goals and objectives which are
designed to be modified as necessary to incorporate additional information, including
recommendations from the Commissioner.5%* The AML DMC has directed work relating
to, among other things, corporate and land owner transparency, AML tools such as
UWOs, access to and sharing of financial intelligence, and registration of MSBs.%% It has

also engaged with its federal counterparts regarding commitments to AML solutions.5%
GPEB'’s current state and ongoing AML initiatives

214. Inearly 2018, the Gaming Integrity Group (“GIG”), formerly the Gaming Intelligence
Unit, was established as a collaborative network to discuss issues as they arose in the
AML environment. The GIG is a group comprised of front-line investigators which discuss
individual incidents relating to money laundering in BC.%%” The GIG is made up of
representatives of the BCLC AML Group, GPEB Enforcement Division, and JIGIT. In July
2019, GPEB also formalized a collaborative intelligence model called the Gaming
Intelligence Investigation Unit (“GIIU”). The GIIU is currently a twelve-person team
comprised of RCMP and GPEB personnel and is run through JIGIT.508

500 Ex. 557, 9] 80.

501 TR M. Sieben 11/JUN/2020, p. 12, . 38-47

502 Ex. 63.

503 TR M. Harris 11/JUN/2020, p. 20, 1.2-11; Ex. 46; Ex. 44; Ex.45; A working group comprised of MOF,
PSSG, Legal Services Branch and Justice Services Branch also contributed to the contents of the AML
Strategy: TR M. Harris 11/JUN/2020, p. 19, I. 26-33.

504 TR M. Harris 11/JUN/2020, p.23 1.32-45; Ex.44, pp. 7-9.

505 Ex. 47.

506 TR M. Harris 11/JUN/2020, p. 44, 1. 15-19.

507 Ex. 144, ] 46-49.

508 Ex. 504, 1 59-64.
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215. GPEB’s enhanced enforcement response is underway. This includes training staff
in providing real-time responses to suspicious transactions, investigating, and
communicating with BCLC and service providers as well as establishing a standardized
training model.®%° At present, GPEB and BCLC are working collaboratively to establish
protocols and procedures for interviewing patrons to ensure that the correct entity has
responsibility.>'® GPEB may conduct interviews of patrons where issues engage their

regulatory function.5'

216. GPEB is currently functioning “very well”.5'> When Mr. MacLeod became GM,
workplace surveys indicated the organization was “healthy, the staff were content in their
roles, [and it] had good leadership”.5'® Mr. MacLeod has not experienced any difficulties
with BCLC during his time as GM; he characterized the relationship between the two
organizations as “excellent”.%'* Because of the respective organizations’ collaboration, Mr.

MacLeod has not seen the need to issue a directive under s. 28 of the GCA.5"°

217. In February 2019, the AML-Vulnerabilities Working Group was formed. It is a joint
GPEB working group that includes GPEB representatives from JIGIT and representatives
from the Strategic Policy and Projects, Compliance, Enforcement, and LRC Divisions. The
AML-Vulnerabilities Working Group is policy focused. Its key function is to identify money

laundering vulnerabilities and bring those to the group for consideration.51

218. The Province is creating an independent gaming regulator, the Independent
Gaming Control Office (“IGCQO”). The head of the regulator will be a governor-in-council
appointment, not a ministerial appointment, and will not be part of the Ministry Executive.

The regulator will have its own communications staff and the authority to issue its own

509 TR C. Skrine 27/JAN/2021, p. 12, 1. 12-18, p. 50, |. 2-4.
510 TR C. Skrine 27/JAN/2021, p. 19, . 23 - p. 20, I. 25.

511 TR C. Skrine 27/JAN/2021, p. 16, . 13-20.

512 TR S. MacLeod 19/APR/2021, p. 2, I.

1-11, p. 11, 1. 17-p. 12, 1. 8.

SBBTR S. MacLeod 19/APR/2021, p. 2, 1. 1-11, p. 11, 1. 17-p. 12, 1. 8.

514 TR S. MacLeod 19/APR/2021, p. 19, I. 10-p. 20, I. 10. Mr. Skrine described his relationship with
BCLC as “very collaborative”. In his view, whatever tensions existed in the past were now largely
behind the two organizations: TR C. Skrine 27/JAN/2021, p. 35, I. 11-p. 36, I. 10, p. 48, |. 4-12, p. 58,
I.17-p. 59, I. 6.

515 TR S. MacLeod 19/APR/2021, p. 20, I. 18-p. 21, 1. 4.

516 Ex. 144, 9 50-58, Ex. N and O.
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press releases.®'” The creation of an independent regulator will also move the regulatory

function away from the entity responsible for revenue decisions and policy.%'®

219. As of February 2021, the Province has addressed 38 of the 48 recommendations
made in Dirty Money and expects to address additional recommendations through
legislation - including amendments to the GCA - in the coming year.%'® As noted infra at
paragraph 137, the Dirty Money recommendations were accepted in principle, but further
policy work was undertaken resulting in some recommendations being implemented as
suggested, some implemented in revised from (e.g., having GPEB investigators onsite at
casinos during peak periods instead of 24/75%9), and others being found infeasible (e.g.,

having service providers act as reporting entities to FINTRAC?%?"),
PART Ill - CONCLUSION

220. The changes made to the industry as a result of Dr. German’s recommendations,
and in particular implementation of a general source of funds policy, have, to a large
degree, mitigated the risk of money laundering in BC casinos.%?? Notwithstanding the
progress that has been made, money laundering vulnerabilities in the gaming sector
remain, such as the risks associated with cash buy-ins under $10,000 and bank drafts.%23

There also remains the risks associated with online gaming.5%

221. As the above summary of current AML initiatives demonstrates, GPEB and BCLC
are working together, in consultation with other stakeholders, to understand and address
those vulnerabilities and to identify new risks as they emerge.®?°> The move towards the
IGCO will assist in mitigating remaining risks and addressing emerging risks by, among
other things, providing the regulator more control over the sector including over BCLC.5%¢

GPEB and BCLC are considering the potential of account-based gaming and known play

517 Ex. 919; TR S. MaclLeod 19/APR/2021, p. 68, I. 15-p. 72, I.
l.

6
518 Ex. 144, 961; TR S. MacLeod 19/APR/2021, p. 70, |. 4-p. 72, |. 6.
519 Ex. 837; TR P. German 13/APR/2021, p. 137,1. 3 —p. 139, |. 3, p. 140, I. 6-19.
520 Ex. 504, 9 22-23, Ex. E; TR C. Skrine 27/JAN/2021, p. 10, |. 1-15.
521 Ex. 920.
522 TR S. MacLeod 19/APR/2021, p. 55, |. 12-18.
523 TR S. MacLeod 19/APR/2021, p. 53, |. 25-p. 55, I. 11.
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albeit recognizing this would be a significant shift in the sector and, as such, would require

technological investments and public consultation.5?’

222. The Province is appreciative of the Commission’s work and looks forward to the
findings and recommendations of the Commissioner, which will undoubtedly further
strengthen the AML landscape in BC. The Province is also grateful to all individuals and

organizations who engaged in the Commission’s process.

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 28t DAY OF SEPTEMBER
2021

Counsel for Her Majesty the Queen in right of the Province of British Columbia:

Y .Y =4
. s
Jacqueline D. Hughes, Q.C. Chantelle M. Rajotte
M\ f{ f =
Eodl sl VbR
e -
Alandra K. Harlingten Kaitlyn Chewka
“
J. Cherisse Friesen Jo%]a Stratton

Yt

Gina Addario-Berry

527 TR S. MacLeod 19/APR/2021, p. 82, |. 25-p. 84, 1. 20.



https://cullencommission.ca/data/transcripts/Transcript%20April%2019,%202021.pdf

APPENDIX A

The Gaming Control Act, S.B.C. 2002, c. 14, was first enacted in 2002. Since then it has been amended

as below:

Amended
Section

Amending Act

In Force Date

Amendment

Community Charter Transitional
Provisions, Consequential
Amendments and Other
Amendments Act, 2003, S.B.C.
2003, c. 52, s.80

1 January 2004
(BC Reg 465/03,
repealing BC Reg
428/03)

Amend s. 1(1) [Definitions] by repealing
definition of “municipality”.

Business Corporations
Amendments Act, 2003, S.B.C.
2003, ¢c.70,s.154

29 March 2004
(BC Reg 64/04)

Minor amendment to s. 1(2) [Definitions] —
strike out “Company Act’ and substitute
“Business Corporations Act’.

Public Safety and Solicitor General
Statutes Amendment Act, 2006,
S.B.C. 2006, c. 28, s. 1

23 June 2006
(BC Reg 183/06)

Minor amendment to s. 1(1) [Definitions] —
amend definition of “associate”.

Miscellaneous Statutes
Amendment Act (No. 3), 2010,
S.B.C. 2010, c.21,s.89

3 June 2010 (RA)

Amend s. 1(1) [Definitions]:

1. Repeal definition of “certificate of affiliation”;
and

2. Amend definition of “gaming event licence”.

Budget Measures Implementation
Act, 2012, S.B.C. 2012, c. 8, s. 1

1 April 2012 (see
s. 97)

Amend s. 1(1) [Definitions] by adding definition
of “community gaming grants manager”.

Family Law Act, S.B.C. 2011, c.
25, s. 361

18 March 2013
(BC Reg 131/12)

Amend s. 1(1) [Definitions] by amending
definition of “spouse”.

Business Corporations
Amendments Act, 2003, S.B.C.
2003, c. 70, s. 155

29 March 2004
(BC Reg 64/04)

Minor amendment to s. 2(4) [Corporation
continued] — strike out “Company Act’ and
substitute “Business Corporations Act’.

Gaming Control Amendment Act,
2019, S.B.C. 2019, c. 35, s. 1

31 October 2019
(RA)

Amend s. 2(1) [Corporation continued] by
striking by striking out “not more than 9
directors” and substituting “not more than 11
directors”.

Miscellaneous Statutes
Amendment Act (No. 3), 2010,
S.B.C. 2010, c.21,s.90

3 June 2010 (RA)

Amend s. 7 [Lottery corporation's mandate].

1. Repeals. 7(1)(b);

2. Repeal s. 7(1)(f) and substitute the
following: (f) subject to subsection (1.1),
may enter into agreements with registered
gaming services providers for services
required in the conduct, management or
operation of provincial gaming;

3. Minor amendment to s. 7(1)(h); and
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4. Adds. 7(1.1): An agreement described in
subsection (1) (f) must require the gaming
service provider to provide the services
referred to in subsection (1) (f) under the
control of the lottery corporation.

10 Finance Statutes Amendment Act, | 14 May 2012 Repeal s. 10(3) [Financial administration] and
2012, S.B.C. 2012, ¢c. 12, s. 116 (RA) substitute a new s. 10(3) and (3.1):
(3) Unless the Auditor General is appointed in
accordance with the Auditor General Act as the
auditor of the lottery corporation, the directors of
the lottery corporation must appoint an auditor
to audit the accounts of the lottery corporation
at least once each year.
(3.1) The costs of the audit referred to in
subsection (3) must be paid by the lottery
corporation.
12 Public Safety and Solicitor General | 23 June 2006 Amend s. 12 [Grants in place of taxes]:
Statutes Amendment Act, 2006, (BC Reg 183/06) | 1. Minor amendments; and
S.B.C. 2006, c. 28, s. 2 2. Add the following: (2) The Lieutenant
Governor in Council may order that the
lottery corporation’s authority under
subsection (1) to make a payment in any
year or for any number of years is subject to
the approval of the Lieutenant Governor in
Council.
14 Miscellaneous Statutes 7 December 2010 | Repeal s. 14(2), (3), (4) [Application of the
Amendment Act (No. 3), 2010, (BC Reg 358/10) | balance of revenue].
S.B.C. 2010, c.21,s. 91
14.1-14.6 | Gaming Control Amendment Act, 31 October 2019 | Add Division 4 — First Nations Revenue Sharing,
2019, S.B.C. 2019, ¢c. 35,s.2 (RA) which consists of ss. 14.1 [Definitions for this
Division(]], 14.2 [Application], 14.3
[Partnership’s entitlement to lottery
corporation revenuell], 14.4 [Annual
payments to partnership(1], 14.5 [One-time
adjustment for interim agreement
overpayment], 14.6 [Application of Financial
Administration Act(1], to Part 2.
Heading Miscellaneous Statutes 7 December 2010 | Division 4 of Part 2 is renumbered as Part 2.1
for Part 2, | Amendment Act (No. 3), 2010, (BC Reg 358/10) | with the following heading: PART 2.1 — HORSE
Division 4 | S.B.C. 2010, c. 21, s. 91 RACING BETTING FEES
15 Statutes Correction Regulation, Amendment by Amendment corrected s. 15 [Definition for this

2011, BC Reqg 236/11, s. 6 (Sch)
(under the authority of the Statute
Revision Act, R.S.B.C. 1996, c.
440, s. 12)

BC Reg 236/11
were in force 14
December 2011,
and confirmed by
the Miscellaneous
Statutes

Part] by striking out “Division,” and substituting
“Part,”.
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Amendment Act
(No. 2), 2012,
S.B.C. 2012, c.
18,s.93
(effective 31 May
2012 (RA))

16 Miscellaneous Statutes 7 December 2010 | Amend s. 16 [Fee imposed on persons
Amendment Act (No. 3), 2010, (BC Reg 358/10) | betting at racecourses]:

S.B.C. 2010, ¢. 21,s.93 1. Minor amendment; and

2. Repeal s. 16(2) and substitute a new s.
16(2), (3) and (4).

171 Public Safety and Solicitor General | 23 June 2006 Add s. 17.1 [Definitions for this Part] to Part 3:
Statutes Amendment Act, 2006, (BC Reg 183/06) | 1. Define “host local government”; and
S.B.C. 2006,c.28,s.3 2. Define “potentially affected local

government”.

18 Miscellaneous Statutes 21 October 2004 | Minor amendment to s. 18 [Location,
Amendment Act (No. 3), 2004, (RA) relocation or substantial change].
S.B.C.2004,c.67,s.8

19 Miscellaneous Statutes 21 October 2004 | Minor amendment to s. 19 [Local government
Amendment Act (No. 3), 2004, (RA) or first nation approval required for gaming
S.B.C. 2004,c.67,s.9 facilities] to add “gaming” before “facility”.

19 Public Safety and Solicitor General | 23 June 2006 Amend s. 19 [Local government or first
Statutes Amendment Act, 2006, (BC Reg 183/06) | nation approval required for gaming
S.B.C. 2006, c. 28,s.4 facilities]:

1. Repeal s. 19(1)(a) and (b) and substitute: (a)
first receives the approval, in the prescribed
form and manner, from the host local
government, (b) is satisfied that the host
local government has consulted with each
potentially affected local government with
respect to the subject matters prescribed by
regulation; and

2. Minor amendment.

20 Miscellaneous Statutes 21 October 2004 | Minor amendment to s. 20 [Matters relevant to
Amendment Act (No. 3), 2004, (RA) location or relocation of gaming facilities]
S.B.C. 2004, c. 67,s. 10 replace “existing facility” with “existing gaming

facility”.

21 Public Safety and Solicitor General | 23 June 2006 Repeal s. 21(1) and (2) [Dispute resolution as
Statutes Amendment Act, 2006, (BC Reg 183/06) | to location or relocation of gaming facility]
S.B.C. 2006, c. 28,s.5 and substitute new s. 21(1), (1.1), (2) and (2.1).

27 Miscellaneous Statutes 3 June 2010 (RA) | Amend s. 27 [Responsibilities of the general

Amendment Act (No. 3), 2010,
S.B.C.2010,c.21,s.94

manager]:
1. Repeal s. 27(1) and substitute the following
new s. 27(1): (1) The general manager is
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the head of the branch and is responsible,
under the direction of the minister and with
reference to the responsibility of the branch
under section 23, for the enforcement of this
Act.

2. Repeal s. 27(3)(a) and substitute the
following new s. 27(3)(a): (a) direct that the
branch conduct an investigation respecting
(i) the integrity of lottery schemes or horse
racing, or (ii) the conduct, management,
operation or presentation of lottery schemes
or horse racing.

28

Public Safety and Solicitor General
Statutes Amendment Act, 2006,
S.B.C. 2006, c.28,s.6

23 June 2006
(BC Reg 183/06)

Amend s. 28(1) [Directives of the general

manager]:

1. Minor amendments; and

2. Add the following about which the general
manager may make a directive: (1)
respecting the method by which the
prescribed distance for the purposes of the
definition of “potentially affected local
government” in section 17.1 must be
measured, including rules for determining
the terminal points of that distance.

28

Miscellaneous Statutes
Amendment Act (No. 3), 2010,
S.B.C. 2010, c.21,s.95

3 June 2010 (RA)

Amend s. 28(1) [Directives of the general

manager]:

1. Minor amendments to s. 28(1)(a), (e) and
(k);

2. Repeal s. 28(1)(f) and substitute the
following new s. 28(1)(f): (f) respecting
standards for security and surveillance (i) at
gaming facilities or gaming premises or
classes of gaming facilities or gaming
premises, or (ii) in relation to gaming
operations or classes of gaming operations;

3. Repeal s. 28(1)(j)(ii) and substitute the
following new s. 28(1)(j)(ii): (ii) may be
retained by or paid to a gaming services
provider in connection with the conduct,
management, operation or presentation of
lottery schemes.

28

Attorney General Statutes
Amendment Act, 2018, S.B.C.
2018, c.49,s.22

27 November
2018 (RA)

Amendment to s. 28(1) [Directives of the
general manager] and repeal of subsection (3),
which had stated that general manager may not
issue a directive applicable to the lottery
corporation unless he or she first receives the
approval of the minister.

28

Miscellaneous Statutes (Minor
Corrections) and Statute Revision
Amendment Act, 2019, S.B.C.
2019, c.40,s.12

28 November
2019 (RA)

Minor amendment to s. 28 [Directives of the
general manager] replaces “to directives,” with
“to directives”.
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40 Miscellaneous Statutes 3 June 2010 (RA) | Repeal s. 40(1) [Rules of the general
Amendment Act (No. 3), 2010, manager] and replace with new s. 40(1)
S.B.C. 2010, ¢c. 21,s.96 regarding rules respecting security and
surveillance.
40.1- Budget Measures Implementation 1 April 2012 (see | Add to Part 6 ss. 40.1 [Community gaming
40.03 Act, 2012, S.B.C. 2012, ¢. 8,s.2 s. 97) grants manager], 40.2 [Minister’s general
policy directions to the community gaming
grants manager] and 40.3 [Responsibilities of
the community gaming grants manager?])].
41 Miscellaneous Statutes 3 June 2010 (RA) | Repeal s. 41(4) and (5) [Grants to eligible
Amendment Act (No. 3), 2010, organizations].
S.B.C. 2010, c. 21, .97
41 Budget Measures Implementation 1 April 2012 (see | Amend s. 41 [Grants to eligible organizations]
Act, 2012, S.B.C. 2012, ¢. 8,s. 3 s. 97) by striking out “general manager” wherever it
appears and substituting “community gaming
grants manager”.
411 Budget Measures Implementation 1 April 2012 (see | Add s. 41.1 [Community gaming grants
Act, 2012, S.B.C. 2012,¢c. 8,s.4 s. 97) manager to report].
42 Miscellaneous Statutes 3 June 2010 (RA) | Repeal s. 42 [Certificates of affiliation].
Amendment Act (No. 3), 2010,
S.B.C. 2010,¢c.21,s.97
50 Veterinarians Act, S.B.C. 2010, c. 15 September Minor amendment to s. 50 [Tests and
15,s.95 2010 analyses] by replacing “or a veterinarian,” in
(BC Reg 205/10) | section 95, with “or an individual who is
authorized under the Veterinarians Act to
practise veterinary medicine,”
52 Public Inquiry Act, S.B.C. 2007, c. | 21 June 2007 Repeals section 52 [Powers on hearings].
9,s.42 (BC Reg 226/07)
54 Miscellaneous Statutes 7 December 2010 | Amend s. 54(2) [Power to make regulations]

Amendment Act (No. 3), 2010,
S.B.C. 2010, c.21,s.98

(BC Reg 358/10)

by adding s. 25(2)(g.1): (g.1) if a fee is imposed
under paragraph (g) for requesting an internal
review of a decision referred to in section 25 (4)
in relation to a horse racing licence or any other
decision of the general manager under this Part,
providing for a refund of that fee if, on
completion of the review, the person requesting
the review obtains a decision that is (i) different
than the decision reviewed, and (ii) consistent
with the decision sought by the person who
requested the review.
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55 Public Safety and Solicitor General | 23 June 2006 Amend s. 55 [Clearance of personnel by the

Statutes Amendment Act, 2006, (BC Reg 183/06) | general manager]:

S.B.C. 2006, c. 28,s.7 1. Minor amendments; and

2. Add the following subsection regarding

background investigations: (2) An appointee
or employee must undergo a background
investigation under this Part at least once
every 5 years to ascertain the suitability of
the person to retain the appointment or
remain in employment.

59 Business Corporations 29 March 2004 Minor amendment to s. 59 [Eligibility —
Amendment Act, 2003, S.B.C. (BC Reg 64/04) corporations] stemming from change from
2003, c. 70, s. 156 Company Act to Business Corporations Act.

59 Societies Act, S.B.C. 2015, c. 18, 28 November Repealed s. 59 [Eligibility - corporations] and
s. 311 2016 substituted the following new section:

(BC Reg
216/2015) 59. A corporation is not eligible to be registered
as a gaming services provider unless the
corporation is
(a) a company or extraprovincial
company as defined in the Business
Corporations Act,
(b) a society as defined in the Societies
Act, or
(c) incorporated or continued under
another enactment.

62 Miscellaneous Statutes 3 June 2010 (RA) | Repeal s. 62(1)(c) [Application for gaming
Amendment Act (No. 3), 2010, services provider registration] and substitute
S.B.C. 2010, ¢c. 21,s.99 the following new s. 61(1)(c): (c) at the time of

the application, the prescribed application fee,
unless exempted from this requirement by
regulation under section 105 (1) (d.1).
62 & Miscellaneous Statutes (Signed 1 September Minor amendment to delete the word “,
65 to 67 Statements) Amendment Act, 2016 affidavits”.
S.B.C.2016,c.4,s.7 (BC Reg
191/2016)

63 Miscellaneous Statutes 1 July 2010 (see Minor amendment to replace “Rules of Court”
Amendment Act (No. 2), S.B.C. s. 190) with “Supreme Court Civil Rules” in s. 63 [Costs
2010,¢.6,s.97,Sch 7 of background investigations].

67 Miscellaneous Statutes 21 October 2004 | Amend s. 67(2) [Gaming worker registration)

Amendment Act (No. 3), 2004,
S.B.C. 2004, c. 67, s. 11

(RA)

to change the term of a gaming worker’s
registration from “3 years” to “not to exceed 3
years”.
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67

Public Safety and Solicitor General
Statutes Amendment Act, 2006,
S.B.C. 2006, c.28,s.8

23 June 2006
(BC Reg 183/06)

Amend s. 67(2) [Gaming worker registration]
to change the term of a gaming worker’s
registration from “not to exceed 3 years” to “not
to exceed 5 years”.

69

Miscellaneous Statutes
Amendment Act (No. 3), 2010,
S.B.C. 2010, c. 21, s.100

3 June 2010 (RA)

Repeal s. 69(1) [Suspension or cancellation
of registration] and substitute with the following
new s. 69(1):
(1) For any of the reasons under section 68, the
general manager may
(a) issue a warning to a registrant, or
(b) do any of the following in relation to
one or more gaming premises of a
registrant:
(i) cancel the registrant's registration or
suspend it for a period of time;
(ii) impose new conditions on the
registrant's registration or vary existing
conditions of that registration.

69

Miscellaneous Statutes
Amendment Act (No. 2), 2014,
S.B.C.2014,c.31,s.5

27 November
2014 (RA)

Repeal s. 69(1) [Suspension or cancellation
of registration] and replace with the following
new s. 69(1) and adds a new 69(3):
(1) For any of the reasons under section 68, the
general manager may do any of the following:
(a) issue a warning to a registrant;
(b) cancel a registrant's registration;
(c) suspend a registrant's registration for
a period of time;
(d) impose new conditions on a
registrant's registration, either generally
or for a period of time;
(e) vary existing conditions of a
registrant's registration, either generally
or for a period of time.

(3) In the case of a registrant that is a gaming
services provider, conditions may be imposed or
varied under subsection (1) (d) or (e) in relation
to one or more premises at which the registrant
carries on the business of providing gaming
services and, without limiting this, the conditions
imposed or varied may do any of the following:
(a) prohibit the registrant from selling
lottery tickets at a premises and require
the registrant to ensure that no lottery
tickets are sold, by any person, at the
premises;
(b) prohibit the registrant from providing
one or more other gaming services at a
premises and require the registrant to
ensure that the prohibited gaming
services are not provided, by any person,
at the premises;
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(c) require the registrant to post the
conditions in public view at the premises
to which the conditions relate.

73 Public Safety and Solicitor General | 23 June 2006 Amendments to s. 73(1) and (2) [Requirements
Statutes Amendment Act, 2006, (BC Reg 183/06) | respecting organizational changes] regarding
S.B.C. 2006, c.28,s.9 the timing of notices delivered to the general
manager.
74 Miscellaneous Statutes 3 June 2010 (RA) | Repeal s. 74 [Definition of gaming
Amendment Act (No. 3), 2010, equipment].
S.B.C. 2010, c. 21,s. 101
75 Miscellaneous Statutes 3 June 2010 (RA) | Minor amendments to s. 75 [Technical
Amendment Act (No. 3), 2010, integrity standards].
S.B.C. 2010, ¢c. 21,s. 102
78 Miscellaneous Statutes 3 June 2010 (RA) | Repeal s. 78(2) [Inspectors] and substitute the
Amendment Act (No. 3), 2010, following new s. 78(2) (which adds power to
S.B.C. 2010, ¢c. 21,s. 103 monitor the compliance of the lottery corporation
with the Act and regulations):
(2) The general manager or an inspector may
conduct inspections and audits for the purposes
of
(a) assessing applications for licences,
grants under Part 6 or registration, as the
case may be,
(b) monitoring compliance of licensees,
eligible organizations and registrants with
this Act, the regulations, the rules and the
conditions of licences and registration,
and
(c) monitoring compliance of the lottery
corporation with this Act and the
regulations.
79 Miscellaneous Statutes 21 October 2004 | Amend s. 79(1) [Inspection and audit powers]
Amendment Act (No. 3), 2004, (RA) by adding the following new paragraph:(c.1)
S.B.C. 2004, c.67,s.12 make inquiries the inspector considers
necessary, .
79 Miscellaneous Statutes 3 June 2010 (RA) | Amendment to s. 79(1) [Inspection and audit
Amendment Act (No. 3), 2010, powers]by repealing and replacing paragraph
S.B.C. 2010, c. 21, s. 104 (a) as follows: (a) enter and inspect or audit
gaming facilities, gaming premises and any
gaming operation, .
80 Miscellaneous Statutes 21 October 2004 | Minor amendment to s. 80(1) [Background

Amendment Act (No. 3), 2004,
S.B.C. 2004, c.67,s.13

(RA)

Investigations].
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81 Miscellaneous Statutes 3 June 2010 (RA) | Minor amendment to s. 81(2) [Investigations].
Amendment Act (No. 3), 2010,
S.B.C. 2010, c. 21, s. 105

82 Public Safety and Solicitor General | 23 June 2006 Minor amendments to s. 82(1) and (2) [Search
Statutes Amendment Act, 2006, (BC Reg 183/06) | under warrant.
S.B.C. 2006, c. 28, s. 10

82 Miscellaneous Statutes 3 June 2010 (RA) | Minor amendment to s. 81(2) [Investigations].
Amendment Act (No. 3), 2010,
S.B.C. 2010, c. 21, s. 106

821 Public Safety and Solicitor General | 23 June 2006 Add s. 82.1 [Seizure of gaming supplies(].
Statutes Amendment Act, 2006, (BC Reg 183/06)
S.B.C. 20086, c. 28, s. 11

82.2 Public Safety and Solicitor General | 23 June 2006 Add s. 82.2 [Report of seizures].
Statutes Amendment Act, 2006, (BC Reg 183/06)
S.B.C. 2006, c. 28, s. 11

82.3 Public Safety and Solicitor General | 23 June 2006 Add s. 82.3 [Detention and forfeiture of
Statutes Amendment Act, 2006, (BC Reg 183/06) | gaming supplies].
S.B.C. 2006, c. 28, s. 11

824 Public Safety and Solicitor General | 23 June 2006 Add s. 82.4 [Third parties claiming an interest
Statutes Amendment Act, 2006, (BC Reg 183/06) | in gaming supplies seized].
S.B.C. 2006, c. 28, s. 11

83 Business Corporations 29 March 2004 Minor amendment to s. 83(2) [Order to freeze
Amendment Act, 2003, S.B.C. (BC Reg 64/04) property] — strike out “the Company Act” and
2003, c. 70, s. 157 substitute “the Business Corporations Act’.

83 Ministry of Public Safety and Amendment by Minor amendment to s. 83(2) [Order to freeze

Solicitor General Statutes
Correction Requlation, 2006, BC
Reg 346/06, s. 1(e), Sch, (under
the authority of the Statute
Revision Act, R.S.B.C. 1996, c.
440, s. 12)

BC Reg 346/06
were in force 4
December 2006,
and confirmed by
the Attorney
General Statutes
Amendment Act,
2007, S.B.C.
2007, c 14, s.
224(0) (effective
31 May 2007
(RA))

property]
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86

Attorney General Statutes
Amendment Act, S.B.C. 2007, c.
14, s. 215, Sch

1 December 2007
(BC Reg 354/07)

Minor amendment to s.86 [Information to be
provided to the general manager]

86

Miscellaneous Statutes
Amendment Act (No. 3), 2010,
S.B.C. 2010, c.21,s.107

3 June 2010 (RA)

Repeal s. 86 [Information to be provided to
the general manager] and substitute the
following new s. 86:

86 (1) On request of the general manager and
within the time period specified by the

general manager in the request, the lottery
corporation, a registrant, a licensee and

an eligible organization must provide to the
general manager any information,

records or things that the general manager
considers relevant to an investigation

or an investigative audit under this Act.

(2) The lottery corporation, a registrant and a
licensee must notify the general

manager immediately about any conduct,
activity or incident occurring in

connection with a lottery scheme or horse
racing, if the conduct, activity or

incident involves or involved (a) the commission
of an offence under a provision of the Criminal
Code that is relevant to a lottery scheme or
horse racing, or (b) the commission of an
offence under this Act.

88

Public Safety and Solicitor General
Statutes Amendment Act, 2006,
S.B.C. 2006, c. 28,s. 12

23 June 2006
(BC Reg 183/06)

Repeal s. 88 [Prohibition — unauthorized
lottery schemes(1] and substitute with the
following new s. 88: A person, other than the
government or a person authorized under this
Act, must not (a) conduct, manage or operate a
lottery scheme, (b) promote or hold himself or
herself out as someone authorized under this
Act to conduct, manage or operate a lottery
scheme, or (¢) negotiate with a municipality,
regional district, first nation or any other person
respecting the conduct, management or
operation of a lottery scheme.

88.1

Public Safety and Solicitor General
Statutes Amendment Act, 2006,
S.B.C. 2006, c. 28,s. 13

23 June 2006
(BC Reg 183/06)

Add s. 88.1 [Prohibition — unauthorized
activities relating to gaming facilities(].

92

Miscellaneous Statutes
Amendment Act (No. 3), 2010,
S.B.C. 2010, c.21,s.108

3 June 2010 (RA)

Amend s. 92 [Right to refuse entry] by striking
out “is undesirable,” and substituting “is
undesirable or that the person on the premises
is a participant in a voluntary self-exclusion
program”.
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92

Attorney General Statutes
Amendment Act, 2018, S.B.C.
2018, c. 49, s. 23

27 November
2018 (RA)

Repeal s. 92 [Right to refuse entry] and
substitute with the following:
92 (1) If the general manager, the lottery
corporation or a person acting on behalf of the
lottery corporation has reason to believe that
the presence of a person on the premises of a
gaming facility is undesirable, the general
manager, lottery corporation or person acting on
behalf of the lottery corporation may
(a) request the person to leave the
premises of the gaming facility
immediately, or
(b) forbid the person, by written notice
delivered to that person, to enter the
premises of the gaming facility at any
time during a period specified in the
notice.
(2) If the lottery corporation or a person acting
on behalf of the lottery corporation has reason
to believe that a person on the premises of a
gaming facility is a participant in a voluntary
self-exclusion program, the lottery corporation
or person acting on behalf of the lottery
corporation may exercise a power referred to in
subsection (1) (a) or (b).

93

Miscellaneous Statutes
Amendment Act (No. 3), 2010,

S.B.C. 2010, c. 21, s. 109

3 June 2010 (RA)

Amend s. 93 [Prohibition — unlawfully
entering or remaining on premises] by adding
the following subsection: (3) A person is not
entitled to any prize or winnings as a result of
the person’s participation in gaming at a gaming
facility if written notice referred to in section 92
(b) has been delivered to the person in
accordance with section 92 (b).

95

Miscellaneous Statutes
Amendment Act (No. 3), 2004,

S.B.C. 2004, c. 67,s. 14

21 October 2004
(RA)

95 (d)(i) [Prohibition — unregistered gaming
supplies]is repealed and the following
substituted: (i) a registrant or licensee and is
acting in accordance with the conditions of
registration or of the licence, or .

97

Public Safety and Solicitor General

Statutes Amendment Act, 2006,

S.B.C. 2006, c. 28, s. 14

23 June 2006
(BC Reg 183/06)

Minor amendment to s. 97(2)(a) [Offences].

97

Miscellaneous Statutes
Amendment Act (No. 3), 2010,

S.B.C. 2010, c. 21, s. 110

3 June 2010 (RA)

Amend s. 97 [Offences] by adding the following
subsection: (2.1) A registrant, a licensee or an
eligible organization who contravenes section
86 (1) or (2) commits an offence.

97

Attorney General Statutes
Amendment Act, 2018, S.B.C.
2018,c.49.s.24

27 November
2018 (RA)

Repealed Section 97(2.1) [Offences] and
substituted the following: (2.1) The lottery
corporation, a registrant, a licensee or an
eligible organization commits an offence if the
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lottery corporation, registrant, licensee or
eligible organization contravenes section 86 (1)
or (2)

98 Public Safety and Solicitor General | 23 June 2006 Amend s. 98(1)(b)(i) [Penalties] to remove
Statutes Amendment Act, 2006, (BC Reg 183/06) | minimum fine amount (strike out “and not less
S.B.C. 2006, c. 28, s. 15 than $5,0007).
98 Miscellaneous Statutes 3 June 2010 (RA) | Minor amendment to s. 98(2) [Penalties].
Amendment Act (No. 3), 2010,
S.B.C. 2010, c. 21,s. 111
100, 102 | Attorney General Statutes 1 December 2007 | Minor amendment to s. 100 [Court order to
Amendment Act, 2007, S.B.C. (BC Reg 354/07) | comply] and s.102 [Limitation period].
2007, c. 14,s. 215, Sch
105 Miscellaneous Statutes 20 May 2004 Added the following paragraphs to s. 105
Amendment Act (No. 2), 2004, (RA) [Regulations — specific powers]:
S.B.C.c.51s.17 (j.1) respecting the consultations referred to in
section 19 (1) (b) that the lottery corporation
must be satisfied have occurred before
developing, using, operating, relocating or
substantially changing a gaming facility under
section 18;
(j.2) respecting the time by which an objection
referred to in section 21 (1) must be filed with
the lottery corporation; .
105 Public Safety and Solicitor General | 23 June 2006 Minor amendments to s. 105(1)(j.1), (j.-2) and (u)
Statutes Amendment Act, 2006, (BC Reg 183/06) | [Regulations — specific powers]
S.B.C. 2006, c. 28, s. 16
105 Miscellaneous Statutes 3 June 2010 (RA) | Minor amendments to s. 105 [Regulations —
Amendment Act (No. 3), 2010, specific powers].
S.B.C. 2010,c¢. 21, s.
112(a)(b)(d)(e)
105 Miscellaneous Statutes 7 December 2010 | Added the following to s. 105 [Regulations —

Amendment Act (No. 3), 2010,
S.B.C. 2010, c. 21, s. 112(c)

(BC Reg 358/10)

specific powers]:

(d.1) exempting an applicant for a class of
registration from the requirement of section 62
(1) (c);

(v) imposing a fee for requesting an internal
review of a decision referred to in section 25 (4)
in relation to a licence, registration or
application referred to in subsection (1) (c) and
(d) of subsection (1) of this section;

(w) providing for a refund of a fee imposed
under paragraph (v) if, on completion of the
review, the person requesting the review
obtains a decision that is (i) different than the
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decision reviewed, and (ii) consistent with the
decision sought by the person who requested
the review. ,

105 Miscellaneous Statutes 27 November Section 105 (10) [Regulations — specific
Amendment Act (No. 2), 2014, 2014 (RA) powers] is amended by striking out “conditions
S.B.C.2014,c.31,s.6 attached under section 56 (3).” and substituting

“conditions attached under section 56 (3) or
imposed or varied under section 69 (1) (d) or
(e).”

108 Statutes Correction Requlation, Amendment by Minor correction to s. 108 [Existing personnel

2011, BC Reg 236/11, s. 6 (Sch)
(under the authority of the Statute
Revision Act, R.S.B.C. 1996, c.
440,s. 12)

BC Reg 236/11
were in force 14
December 2011,
and confirmed by
the Miscellaneous
Statutes
Amendment Act
(No. 2), 2012,
S.B.C. 2012, c.
18, s.93
(effective 31 May
2012 (RA))

exempf] renumber paragraph (d) as paragraph

(c)



https://www.bclaws.gov.bc.ca/civix/document/id/hstats/hstats/2034723888
https://www.bclaws.gov.bc.ca/civix/document/id/hstats/hstats/2034723888
https://www.bclaws.gov.bc.ca/civix/document/id/hstats/hstats/2034723888
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https://www.bclaws.gov.bc.ca/civix/document/id/bcgaz2/bcgaz2/v54n24_236-2011
https://www.bclaws.gov.bc.ca/civix/document/id/bcgaz2/bcgaz2/v54n24_236-2011
https://www.bclaws.gov.bc.ca/civix/document/id/bcgaz2/bcgaz2/v54n24_236-2011
https://www.bclaws.gov.bc.ca/civix/document/id/complete/statreg/96440_01#section12
https://www.bclaws.gov.bc.ca/civix/document/id/complete/statreg/96440_01#section12
https://www.bclaws.gov.bc.ca/civix/document/id/complete/statreg/96440_01#section12
https://www.bclaws.gov.bc.ca/civix/document/id/complete/statreg/96440_01#section12

Minister

Ministry

2002

Deputy
Minister

GPEB GM

(Assistant Deputy Minister)

1The Gaming Control Act, SBC 2002, ¢ 14 came into force effective August 19, 2002 by regulation. It repealed a number of Acts, including the Lottery Act, RSBC 1996, ¢ 278, and the Lottery Corporation Act, RSBC 1996, ¢ 279.
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Michael de Jong
(BC OIC 232/2013,

Jul 18,2017 — Nov 25, 2020
David Eby

Nov 26, 2020 —
Mike Farnworth

BC OIC 592/2012) BC OIC 192/2017) (BC OIC 212/2017) (BC OIC 594/2020) Minister
\ i
Sep5,2012—
fong=_ | 5,200
S Mines and
Energy and Natural Gas Jul 18,2017 — Nov 25, 2020 Nov 26, 2020 - -
M'\flrlm?setsefzgd and Minister Tk 2‘;?':3;2:: 2722017 Attorney General Public Safety and Min IStry
Responsible Responsible (BCOIC 233/2013) (BCOIC213/20175, Solicitor General”
SEUEIS for Housing BC OIC 54/20206) (BC OIC 595/2020)
for Housing and Deput
Lol Premin:“y
51/2012) (BC.OIC
594/2012)
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A_Y_A | S
Feb 8,2012-Jun 9, 2013 Jun 10, 2013 - Sep 14, 2015 Sep 15, 2015— Mar 26, 2016 - Jul 18,2017 — Nov 25, 2020 Nov 26, 2020 — Deputy
Steven Carr Peter Milburn Mar 25, 2016 Jul 17,2017 Richard Fyfe Mark Sieben
(BC OIC 69/2011) (BC OIC 234/2013) Kimberly Henderson Athana Mentzelopoulos (BCOIC214/2017) (BC OIC 599/2020) M Inister
(BC OIC 475/2015) (BC OIC 54/2016,
BC OIC 210/2017)
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Y Y
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(BC OIC 161/2011, Affidavit #1 of Doug Scott) (BC OIC 377/2013, Affidavit #1 of John Mazure)

(BC OIC 419/2018) (Assistant Deputy Minister)

2 At this point, the prior Ministry of Public Safety and Solicitor General was disestablished, and the Gaming Control Act became the responsibility of the Ministry of Energy and Mines and Minister Responsible for Housing, whose Minister was already
Rich Coleman (appointed the year before) and whose DM was already Steven Carr (also appointed the year before).

3,45 The Act, except Part 6, is the responsibility of this Ministry.

67 The Act, except for Part 6 and Division 4 of Part 2, is the responsibility of this Ministry.
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