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EXECUTIVE SUMMARY

Executive Summary

On May 15, 2019, the Lieutenant Governor of British
Columbia issued an Order in Council establishing
the Commission of Inquiry into Money Laundering
in British Columbia and appointing me as the
sole Commissioner.

The Commission was established in the wake
of significant public concern over the nature and
extent of money laundering in British Columbia
as well as the institutional effectiveness of those
charged with combatting it. Media reports alleged
that a staggering amount of money was being
laundered through Lower Mainland casinos, and
reports commissioned by the province suggested
that money laundering was a significant problem
in other sectors of the economy.

The Order in Council and attached Terms of
Reference give me a broad mandate to inquire
into and report on money laundering in British
Columbia. More specifically, I am required to
conduct hearings and make findings of fact with
respect to

« the extent, growth, evolution, and methods

of money laundering in various sectors of
the economy;

+ the acts or omissions of responsible regu-
latory agencies and individuals, including
whether those agencies or individuals have
contributed to money laundering in the
province and whether their acts or omis-
sions amount to corruption;

« the scope and effectiveness of the anti-
money laundering powers, duties, and
functions exercised or carried out by
the regulatory agencies and individuals
referenced above; and

+ barriers to effective law enforcement.

I am also empowered to make any recommen-
dations I consider necessary and advisable with
respect to the conditions that have allowed money
laundering to thrive.

Part One of this Report addresses various is-
sues relating to the mandate and organization of
the Commission, including the principles that have
guided the work of the Commission, the individuals
and organizations that have been granted partici-
pant status, and the thoughtful submissions made
by members of the public at the Commission’s
public meetings. It also reviews some of the work
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undertaken by the Commission to date, including
the preparation of overview reports, consultations
with experts, and investigations into money laun-
dering activity in various sectors of the economy.

While Commission counsel have been re-
quired to overcome some obstacles in obtaining
documents and information from the federal
government (Canada), it appears that Canada is
now collaborating with Commission counsel with
a view to giving the Commission the documents
and information it needs to fulfill its mandate.

Part Two of this Report reviews the findings
and recommendations contained in four pre-
vious reports concerning money laundering in
British Columbia:

+ 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 1);

+  Dirty Money - Part 2: Turning the Tide - An
Independent Review of Money Laundering in
B.C. Real Estate, Luxury Vehicle Sales & Horse
Racing, Peter M. German, QC, March 31,
2019 (Dirty Money 2);

*  Real Estate Regulatory Structure Review
(2018), Dan Perrin (Perrin Report); and

+  Combatting Money Laundering in BC Real
Estate, Maureen Maloney, Tsur Somerville,
and Brigitte Unger, March 31, 2019
(Maloney Report).

While these reports have contributed in a sub-
stantial way to an understanding of the problem,
it is important to emphasize that the Commission
is an independent body charged with using the
powers granted by the Public Inquiry Act to make
its own findings and recommendations with re-
spect to money laundering in British Columbia.
Moreover, the findings and recommendations
contained in these reports are not universally ac-
cepted, and I have summarized the submissions
made by each participant in response to those
findings and recommendations.

Part Three of this Report outlines some of
the issues to be addressed during the evidentiary
phase of the Commission process, which is sched-
uled to run from October 2020 to May 2021. These
issues include

« whether money laundering is a problem
worth addressing;

« whether it is possible to quantify the
volume of illicit funds being laundered
through the BC economy;

« common methods and techniques used to
launder illicit funds;

+ the response to money laundering at
senior levels of government;

« the extent, growth, evolution, and methods
of money laundering in each sector
identified in my Terms of Reference;

« approaches to money laundering in
other jurisdictions;

+ barriers to effective law enforcement;

+ asset forfeiture; and

« other money laundering vulnerabilities,
including vulnerabilities in emerging sectors
not identified in my Terms of Reference.

While the Commission has much to accomplish
during these evidentiary hearings, I am confident
that the evidence led by Commission counsel, and
developed by participants through the hearing pro-
cess, will allow the Commission to fulfill its man-
date in a timely and effective way.

Money laundering is an issue of great impor-
tance to the citizens of British Columbia. Itis a crime
that strikes at the heart of our collective values and
corrupts the fabric of a free and democratic society.
The Commission will do its utmost to uncover the
nature and scope of the problem and ensure that
those involved in the fight against money launder-
ing have the tools they need to address it.
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Part One:

Mandate, Organization, and Work of the Commission

Terms of Reference

On May 15, 2019, the Lieutenant Governor
of British Columbia issued Order in Council
No. 2019-238 establishing the Commission of In-
quiry into Money Laundering in British Columbia
and appointing me as the sole Commissioner under
section 2 of the Public Inquiry Act, SBC 2007, ¢ 9.!
The Commission was established in the wake
of significant public concern over the nature and
extent of money laundering in British Columbia
as well as the institutional effectiveness of those
charged with combatting it. Media reports alleged
that a staggering amount of money was being
laundered through Lower Mainland casinos, and
reports commissioned by the province suggested

that money laundering was a significant problem
in other sectors of the economy.>

The Order in Council and Terms of Reference

give me a broad mandate to inquire into and report
on money laundering in British Columbia. More
specifically, I am required to conduct hearings and
make findings of fact with respect to

« the extent, growth, evolution, and methods
of money laundering in various sectors of
the economy;

+ the acts or omissions of responsible regu-
latory agencies and individuals, including
whether those agencies or individuals have
contributed to money laundering in the
province and whether their acts or omis-
sions amount to corruption;

1 The Order in Council (and attached Terms of Reference) appears as Appendix A. Section 1 of the Terms of Reference defines
money laundering as “the process used to disguise the source of money or assets derived from illegal activity.” Generally
speaking, that involves the placement of illicit funds into the financial system; the circulation of those funds through var-
ious economic sectors, companies, and financial transactions to obscure any connection to their criminal source; and the
integration of those funds into the legitimate economy, where they can be used for personal or criminal purposes. However,
it is important to recognize that money laundering schemes vary widely in their level of sophistication and may not always

include all three phases.

2 A list of significant media reports appears as Appendix B. The four reports commissioned by the province can be found at the
following link: https://cullencommission.ca/other-reports. All of these reports have been invaluable in identifying issues to

be investigated by the Commission.
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« the scope and effectiveness of the anti-
money laundering powers, duties, and
functions exercised or carried out by
the regulatory agencies and individuals
referenced above; and

+ the barriers to effective law enforcement.

I am also empowered to make any recommen-
dations I consider necessary and advisable with
respect to the conditions that have allowed money
laundering to thrive.

In carrying out these functions, I have been
directed to review and consider four recent reports
commissioned by the provincial government
(collectively, Terms of Reference Reports):

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 1);

+ Dirty Money - Part 2: Turning the Tide - An
Independent Review of Money Laundering in
B.C. Real Estate, Luxury Vehicle Sales & Horse
Racing, Peter M. German, QC, March 31,
2019 (Dirty Money 2);

*  Real Estate Regulatory Structure Review
(2018), Dan Perrin (Perrin Report); and

+  Combatting Money Laundering in BC Real
Estate, Maureen Maloney, Tsur Somerville,
and Brigitte Unger, March 31, 2019
(Maloney Report).

While these reports have contributed in a
substantial way to an understanding of the problem,
it is important to emphasize that the Commission
is an independent body charged with making its
own findings and recommendations with respect

to money laundering in British Columbia. It is also
important to recognize that the authors of these
reports did not have the statutory powers available
to the Commission, such as the power to compel
documents and witnesses.

It is my hope and expectation that the
availability of these statutory powers will allow for
amore thorough examination of money laundering
in British Columbia as well as the conditions that
have allowed it to thrive.

Guiding Principles

In carrying out my mandate, I have been guided
by the fundamental principle that the Commission
is an independent body which owes its allegiance
solely to the people of British Columbia. Public in-
quiries are creations of the Executive Branch but
are not answerable to it.> The public interest will
be served only when such inquiries remain inde-
pendent from government and examine all mat-
ters falling within their mandate.*

I have also been mindful of certain principles
common to all public inquires which have guided
the work of the Commission. First, the Commission
must be effective and proceed in a timely way,
though not at the expense of being thorough or
respecting the rights of those involved in the
Inquiry. The Commission has been called upon to
address a pressing social problem, and the public
rightly expects that it will proceed expeditiously
with its work.

While the COVID-19 pandemic has created a
number of significant and unexpected challenges,
the Commission has continued its work, albeit

3 Starr v Houlden, [1990] 1 SCR 1366 [Starr] at 1423 citing A. Wayne MacKay, “Mandates, Legal Foundations, Powers and Conduct

of Commissions of Inquiry” (1990), 12 Dalhousie Law Journal 34.

4 Phillips v NS (Westray Mine Inquiry), [1995] 2 SCR 97 [Westray Mine Inquiry], 137-38 (“[ilnquiries are, like the judiciary, inde-
pendent; unlike the judiciary, they are often endowed with wideranging investigative powers. In following their mandates,
commissions of inquiry are, ideally, free from partisan loyalties and better able than Parliament or the legislatures to take
a long-term view of the problem presented”). For another perspective on the independence of public inquires, see Tamar
Witelson, “Declaration of Independence: Examining the Independence of Federal Public Inquiries,” in Allan Manson & David
Mullan (eds.), Commissions of Inquiry: Praise or Reappraise (Toronto: Irwin Law, 2003), 313 (“[t]he independence of a public
inquiry serves the public interest in providing the government with the best information and advice concerning a matter of

significant concern”).
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with some adjustments, in the belief that it will
improve the social and economic well-being of the
province when the effects of the pandemic subside
and the province returns to a more familiar state of
affairs. A description of some of the steps taken in
response to the pandemic is set out below.

Second, the Commission must be fair and en-
sure that it respects the rights and interests of the
many individuals and agencies that participate
in the commission process. Many of these par-
ticipants are involved because they have useful
information, experience, and insights to convey.
Moreover, the search for truth does not excuse the
violation of individual rights, no matter how im-
portant the work of an inquiry may be.®

Third, the Commission must be thorough and
perform its work with a view to restoring public
confidence in the institutions being investigat-
ed and the democratic process as a whole.® Being
thorough does not mean that every line of inquiry
must be followed. Rather, it means that the lines of
inquiry that are followed are those that meaning-
fully contribute to an understanding of the issues
within the mandate of the Commission in a pro-
portionate and efficient manner. Doing less would
undermine public confidence in the Inquiry. Doing
more would sacrifice coherence and foster an end-
less proceeding.

Fourth, the Commission must be transparent
and conduct open public hearings so as to ensure
that the public is able to understand and form its
own views about the issues being investigated and
the solutions being proposed.” While there may be
a need for some evidence and information to be
treated differently because of particular sensitivity,
those instances should be limited and the hearings
must be public as much as possible.

(@3]

Westray Mine Inquiry at 138.

~ O

Commission Staff

One of my first tasks as Commissioner was to put
together a senior leadership team to manage the
work of the Commission.

On July 29, 2019, I announced the appointment
of Brock Martland, QC, and Patrick McGowan as
senior Commission counsel. Both have significant
experience in the conduct of public inquiries, and I
have relied on them to manage the substantive work
of the Commission, including the identification
of issues to be examined and the presentation of
evidence at the hearings stage.

I also appointed Dr. Leo Perra as executive di-
rector and Cathy Stooshnov as manager of finance
and administration. Both have considerable knowl-
edge and expertise in the administration of public
inquiries and have assisted me immeasurably in
fulfilling my mandate.

Mr. Martland and Mr. McGowan have been
assisted by a talented team of associate and junior
counsel who have contributed significantly to the
work of the Commission. These individuals include
Nicholas Isaac, Alison Latimer, Eileen Patel, Steven
Davis, Kyle McCleery, and Kelsey Rose.

Keith Hamilton, QC, who brings a wealth of
experience from his role as policy counsel on
many previous inquiries, has shared his wisdom
and experience with members of the legal team.
Since January 2020, Tam Boyar, a senior lawyer
with a broad range of experience, has served as
policy counsel.

Early in the investigative process, senior
Commission counsel made the decision to create
counsel teams for each sector identified in the
Terms of Reference as well as other topics relevant
to the Commission’s mandate. Each team was led

S Canada (Attorney General) v Canada (Commission of Inquiry on the Blood System), [1997] 3 SCR 440 at 458-59.

Westray Mine Inquiry at 138-39. See also Starr at 1424 citing Law Reform Commission of Canada, Working Paper 17, Admin-

istrative Law: Commissions of Inquiry (Ottawa: Law Reform Commission, 1977 at 19 (“[o]n occasion allegations are made that
create widespread public disquiet, perhaps even a crisis of confidence. On such occasions, confidence must be restored, and
that can only be done by an investigation operating as much as possible in the public eye”).
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by Mr. Martland or Mr. McGowan, working with
one associate and one junior lawyer.®

Constitutional Limitations

While the province has a legitimate constitution-
al interest in calling a public inquiry to address
the nature and prevalence of criminal activity
within the province,’ there are a number of well-
established constitutional principles that must
be respected.

First, the Commission cannot allow its process
to be transformed into an investigation of specific
offences alleged to have been committed by
specific persons. Doing so would encroach on the
exclusive jurisdiction of the federal government to
enact legislation relating to criminal law. It would
also compromise the substantive and procedural
rights guaranteed to those being investigated by the
Criminal Code and related statutes.'

While not strictly a constitutional issue, it is
also essential that the Commission avoid making
findings with respect to criminal or civil liability.
Public inquiries do not operate with the same
evidentiary and procedural rules as the courts
and were never intended to be used as a means
of finding criminal or civil liability.!! No matter
how carefully the hearings are conducted, they

cannot provide all the evidentiary and procedural
safeguards that exist at trial.'?

At the same time, the Commission is not
precluded from making findings relevant to its
mandate, including findings that individuals or
organizations are at fault in some way. Indeed, the
efforts of most commissions would be pointless
if they could not make findings about what went
wrong and why."?

What is to be avoided are findings that
incorporate a judgment based on a legal standard
or that otherwise reflect the requirements of civil
or criminal liability. In Hartwig v SK (Inquiry into
Matters Relating to the Death of Neil Stonechild), 2008
SKCA 81, Richards JA (as he then was) expressed
these principles as follows:

The restriction against making
determinations of criminal or
civil liability does not mean a
commission of inquiry is precluded
from making findings of fact.
Rather, speaking generally, it
means commissions may not assess
factual matters with reference to
normative legal standards.*

Second, a provincial commission of inquiry
cannot make findings or recommendations with
respect to the administration and management of

8 A full list of the topic areas and the responsible lawyers appears as Appendix C.

See Di Iorio v Warden of the Montreal Jail, [1978] 1 SCR 152 at 201 and Quebec (AG) and Keable v Canada (AG), [1979] 1 SCR 218 at
254-55 [Keable] (“[t]he investigation of the incidence of crime or the profile and characteristics of crime in a province, or the
investigation of the operation of provincial agencies in the field of law enforcement, are quite different things from the in-
vestigation of a precisely defined event or series of events with a view to criminal prosecution. The first category may involve
the investigation of crime generally and may be undertaken by the invocation of the provincial enquiry statutes”). See also
O’Hara v BC, [1987] 2 SCR 591 at 610, Dickson CJ (“[t]he administration of justice in this country is reflected in and ensured by
the provision of police services and other enforcement agencies responsible for the investigation, detection and control of

Hartwig v SK (Inquiry into Matters Relating to the Death of Neil Stonechild), 2008 SKCA 81 [Hartwig] at para 38, citing Canada (AG)
v Canada (Commission of Inquiry on the Blood System), [1997] 3 SCR 440 at para 40 (“[1]t simply would not make sense for the
government to appoint a commissioner who necessarily becomes very knowledgeable about all aspects of the events under
investigation and then prevent the commissioner from relying upon this knowledge to make informed evaluations of the

9

crime within the respective provinces”).
10 Starrat 1397-98.
11 Canada (AG) v Canada (Commission of Inquiry on the Blood System), [1997] 3 SCR 440 at para 53.
12 Canada (AG) v Canada (Commission of Inquiry on the Blood System), [1997] 3 SCR 440 at para 53.
13

evidence ...").
14

Hartwig at para 35, citing Canada (AG) v Canada (Commission of Inquiry on the Blood System), [1997] 3 SCR 440 at para 38.
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federal agencies such as the Financial Transactions
and Reports Analysis Centre of Canada (FINTRAC)
or the Canada Revenue Agency (CRA). In Quebec
(AG) and Keable v Canada (AG), [1979] 1 SCR 218
(Keable), Mr. Justice Pigeon expressed that principle
in the following terms:

Ithus must hold thatan inquiryinto

criminal acts allegedly committed

by members of the R.C.M.P.

was validly ordered, but that

consideration must be given to the

extent to which such inquiry may

be carried into the administration

of this police force. It is operating

under the authority of a federal

statute, the Royal Canadian Mounted

Police Act, (R.S.C. 1970, c. R-9).

It is a branch of the Department of

the Solicitor General, (Department

of the Solicitor General Act, R.S.C.

1970, c. S-12, s. 4). Parliament’s

authority for the establishment

of this force and its management

as part of the Government of

Canada is unquestioned. It is

therefore clear that no provincial

authority may intrude into its

management. While members of

the force enjoy no immunity from

the criminal law and the jurisdiction

of the proper provincial authorities

to investigate and prosecute criminal

acts committed by any of them as

by any other person, these authorities

cannot, under the guise of carrying

on such investigations, pursue the

inquiry into the administration

and management of the force.

[Emphasis added.]*

15  Keable at 242.

At the conclusion of the evidentiary hearings,
I will invite submissions with respect to the precise
scope of that principle as it relates to the work of
the Commission. However, I do not understand this
constitutional limitation to prohibit an examination
of the nature and effectiveness of the federal anti-
money laundering regime, including the role
played by federal agencies such as FINTRAC, the
Royal Canadian Mounted Police (RCMP), and the
Canada Border Services Agency in the fight against
money laundering.

What is prohibited, as I understand it, is inter-
ference in the management and administration
of those agencies through recommendations that
invite changes to their rules, policies, and proce-
dures. In Bentley v Braidwood, 2009 BCCA 604, the
BC Court of Appeal stated:

[45]  Policing, in general, is
a matter assigned to provincial
jurisdiction by s. 92(14) of the Con-
stitution Act. To the extent, however,
that the provincial function is per-
formed by the RCMP, a police force
created by federal legislation (the
Royal Canadian Mounted Police Act,
R.S. 1985, c. R-10), the provinceislim-
ited from interfering in or directing
its management or administration:
Attorney General of Quebec and Keable
v. Attorney General of Canada, [1979] 1
S.C.R.218,90D.L.R. (3d) 161; Attorney
General of Alberta v. Putnam, [1981]
2S.C.R. 267,123 D.L.R. (3d) 257.1¢

Third, the Commission must ensure that it does
not interfere with ongoing criminal investigations
or inquire into matters relating to the exercise of
prosecutorial discretion. Both principlesareincluded
in the Terms of Reference and must be respected by
the Commission in carrying out its mandate.

16  Bentley v Braidwood, 2009 BCCA 604 at paras 44-45. See also Canadian National Railway Co. v Courtois, [1988] 1 SCR 882, where
Beetz ] interpreted Keable as standing for the proposition that a provincial inquiry cannot be empowered to investigate a fed-
eral institution for the purpose of recommending changes to its services, rules, policies, and procedures.
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Participants

Because the Terms of Reference require me to
consider a variety of issues in multiple sectors
of the economy, I considered it necessary and
appropriate to hear from a wide range of voices
and granted participant status to 21 individuals and
organizations.”” Some of these participants were
given standing with respect to all issues before the
Commission, while others were given standing with
respect to specific issues. In what follows, I provide
some information on each of these participants and
commentontheperspectivestheybringtotheworkof
the Commission.

Province of British Columbia

The Province of British Columbia has participated
in the Inquiry through the Ministry of Finance and
the Gaming Policy and Enforcement Branch. Both
entities have been highly responsive to the many
document and interview requests made by Com-
mission counsel.’®

Ministry of Finance
The Ministry of Finance has responsibilities in
many of the sectors identified in the Terms of Ref-
erence, including the real estate, corporate, and
financial sectors. It has also been involved in the
development and implementation of a provincial
anti-money laundering strategy, including
+ the creation of a beneficial ownership
registry in the real estate sector;
+ the establishment of the British Columbia
Financial Services Authority to replace the
Financial Institutions Commission;

« the amendment of the Mortgage Brokers Act,
RSBC 1996, c 313, to keep pace with evolving
national and international standards;

+ the creation of the Financial Real Estate and
Data Analytics Unit to develop the analytical
capacity to support anti-money laundering
initiatives and tax policy analysis;

+ the creation of a federal-provincial
working group to better address issues
relating to fraud, money laundering, and
tax evasion in the real estate sector;

« the amendment of the Business Corporations
Act, SBC 2002, ¢ 57, to require private
companies to maintain records of
beneficial owners; and

« the commencement of the consultation
process for a beneficial ownership registry
for corporations, trusts, and partnerships.

I am encouraged that the province has taken

concrete steps to address the problem and comment
on some of these initiatives in Part Two (below).

Gaming Policy and

Enforcement Branch
The Gaming Policy and Enforcement Branch is
responsible for the overall integrity of gaming and
horse racing in the province and has regulatory
oversight of the British Columbia Lottery Corpo-
ration (BC Lottery Corporation), gaming service
providers, the horse-racing industry, and licensed
gaming events. It is also responsible for provid-
ing advice to the Attorney General on all gaming
policy matters, including both regulatory and opera-
tional matters.

I expect that the Gaming Policy and Enforce-

ment Branch will be an important source of infor-

17 The list of participants and counsel can be found in Appendix D.

18 I am particularly grateful to counsel for the province for their efforts in navigating a number of complex issues around the

disclosure of cabinet documents.

19  In basic terms, a beneficial ownership registry is a registry of information about individuals who have an indirect or “ben-
eficial” interest in land (e.g., those who own an interest in land through a corporation, trust, or partnership). The use of
corporations, trusts, and nominee owners to purchase property has been identified as a significant money laundering vul-
nerability, and the creation of a beneficial ownership registry will help to ensure that those who purchase property through a

corporation, trust, or partnership cannot remain anonymous.
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mation about the facts known to decision makers
at relevant times as well as the steps the province
has taken to implement the recommendations in
the Terms of Reference Reports.

Government of Canada

The Government of Canada (Canada) plays a cen-
tral role in the fight against money laundering and
has enacted an anti-money laundering regime
composed of various agencies and institutions.

The Proceeds of Crime (Money Laundering)
and Terrorist Financing Act, SC 2000, c 17, is the
centrepiece of the federal anti-money laundering
regime. Broadly speaking, it creates mandatory re-
cord-keeping and reporting requirements for finan-
cial institutions and other businesses, such as casi-
nos, where money laundering is believed to occur.”
Examples of these requirements include suspicious
transaction reports, which must be filed where there
are reasonable grounds to suspect that a transaction
is related to the commission or attempted com-
mission of a money laundering offence; large cash
transaction reports, which must be filed when re-
porting entities receive $10,000 or more in cash in a
single transaction or a series of transactions within
a 24-hour period; and electronic fund transfer re-
ports, which must be filed when reporting entities
process cross-border electronic fund transfers of
$10,000 or more.*

In addition, the Proceeds of Crime (Money Laun-
dering) and Terrorist Financing Act creates a “finan-
cialintelligence unit” (FINTRAC) that is responsible
for receiving and analyzing information relating to
money laundering activity. Under section 55(3), the
unit is required to disclose certain information to
law enforcement agencies where it has reasonable
grounds to believe that the information is relevant
to the investigation or prosecution of a money laun-
dering offence. Moreover, it is authorized to con-

duct research into money laundering trends and
developments and to inform reporting entities, law
enforcement authorities, and the public about the
nature and extent of money laundering in Canada
and internationally.

Other federal agencies involved in the fight
against money laundering include the Office of
the Superintendent of Financial Institutions, the
Public Prosecution Service of Canada, the RCMP,
the CRA, and the Canada Border Services Agency.

The Office of the Superintendent of Financial
Institutions is responsible for supervising and
regulating more than four hundred federally
regulated financial institutions and twelve hundred
pension plans. Although it does not manage the
substantive operations of these institutions, it
plays an important regulatory and oversight role
by assessing the strength of their regulatory
compliance and risk management practices.

The Public Prosecution Service of Canada
has exclusive jurisdiction to prosecute criminal
offences under federal statutes other than the
Criminal Code. Examples include the Controlled
Drugs and Substances Act, SC 1996, ¢ 19; the Income
Tax Act, RSC 1985, c 1 (5th Supp); the Immigration
and Refugee Protection Act, SC 2001, ¢ 27; and
the Firearms Act, SC 1995, ¢ 39. In prosecuting
such offences, it can seek authorization from
the province to prosecute related offences such
as those set out in sections 354 and 462.31 of the
Criminal Code. It also has the power to seek the
forfeiture of illegal proceeds and offence-related
property in the sentencing process.

The RCMP, the CRA, and Canada Border Services
Agency, play a critical role in the investigation of
money laundering offences, often in conjunction
with provincial and international partners.

While I was heartened when Canada applied
for participant status, its level of engagement has,
in a few respects, fallen short of expectations.

20  Examples of these entities (sometimes called “reporting entities”) include banks, credit unions, life insurance companies,
trust and loan companies, real estate agents, notaries, accountants, and casinos.

21 Proceeds of Crime (Money Laundering) and Terrorist Financing Act, SC 2000, ¢ 17, ss 7, 9, and 12.
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One area of particular concern involves Can-
ada’s compliance with its obligation to identi-
fy the nature and character of documents in its
possession or control.? Identification of relevant
documents is one of the basic obligations of par-
ticipants and provides a critical starting point for
the work of the Commission. From that identifica-
tion and listing process, Commission counsel can
seek relevant documents and information, with-
out creating an overload of records.

Many federal agencies have been slow to com-
ply with these obligations, and the lists that have
been produced often appear to be incomplete. For
example, FINTRAC’s initial list of documents was
composed entirely of materials that were public-
ly available on its website, despite the fact that it
generates a wide range of specialized strategic
research for regime partners, policy makers, and
businesses. When Commission counsel raised that
point, FINTRAC added a total of seven documents
to its list and took the position that its document
production obligations were complete.

Another concern is that many of the docu-
ments produced by Canada have been redacted to
the point that they provide no meaningful infor-
mation. While Canada has revisited some of these
redactions in recent months, the copious redac-
tions in its original production impeded the work
of the Commission. Moreover, the significant dis-
crepancy between its original production and the
revised version of these documents casts doubt on
the validity of the original redactions.

Finally, I note that Canada has refused to
allow Commission counsel to conduct in-person
interviews with members of the Public Prosecution
Service of Canada. Instead, it has asked that Com-
mission counsel submit any questions in writing.
Iappreciate that the Commission’s Terms of Refer-

ence direct that I not inquire into areas of Crown
discretion. However, it seems apparent that feder-
al prosecutors will have valuable insight into the
challenges faced by law enforcement officials and
prosecutors in the handling of money laundering
offences and the approach taken by Canada will
not allow these issues to be explored in an effec-
tive way.

In recent months Canada has accelerated its
document production and become more engaged
with the work of the Commission. I take this as a
positive development and, I hope, an indication
of a change in approach. However, I consider
it necessary to comment on these matters
because of the central role played by Canada
in the fight against money laundering and the
importance of having its full engagement in the
Commission process.

Law Society of British Columbia

The Law Society of British Columbia (Law Society)
is responsible for the regulation of lawyers in the
province. It operates independently of government
and is responsible for upholding the public interest
in the administration of justice, including the in-
dependence, integrity, honour, and competence of
lawyers practising in British Columbia.

Legal professionals play a critical role in
many areas vulnerable to money laundering. It is
essential for the Commission to examine the ways
in which lawyers facilitate or otherwise become
involved in money laundering activity.?

In Canada (Attorney General) v Federation
of Law Societies of Canada, 2015 SCC 7, the
Supreme Court of Canada struck down the client
identification and record-keeping requirements
imposed on lawyers by the Proceeds of Crime

22 Rule 13(a) of the Commission’s Rules of Practice and Procedure requires each participant to identify the nature and character of
records in their possession or control which are relevant to the subject matter of the Inquiry.

23 In Dirty Money 2, Peter German comments that lawyers can facilitate money laundering activity by acting as a nominee,
conducting financial transactions, incorporating companies, and handling real estate transactions. He also notes that the use
of trust accounts to mask sources of funds in real estate transactions is an area of concern given what he describes as “drastic

underreporting by realtors” (p 59).



Part One= MANDATE, ORGANIZATION, AND WORK OF THE COMMISSION

(Money Laundering) and Terrorist Financing Act
and associated regulations. In striking down those
provisions, the majority reasoned that the state
cannot impose duties on lawyers that interfere
with their duties to their clients. Doing so would
effectively turn lawyers into agents of the state
and undermine the solicitor-client relationship
in a number of important ways.

As a result of that decision, there is a heavy
onusonthe Law Society to ensure thatits members
do not facilitate or otherwise become involved in
money laundering activity.* Areas of particular
concern include real estate transactions, the
creation of complexlegal and financial structures,
and the use of trust accounts to transfer funds.?
However, there are many other areas where legal
professionals can become involved in money
laundering activity.

The Law Society has been exemplary in com-
plying with its document production obligations,
and I expect it will be a valuable source of infor-
mation about the regulations currently in place as
well as the manner in which those regulations are
enforced. I expect it will also have insight into the
regulatory models in effect in other jurisdictions
and the extent to which those models are transfer-
able to British Columbia.

Society of Notaries Public of
British Columbia

The Society of Notaries Public of British Columbia
is responsible for the regulation of notaries in
British Columbia.

Under section 18 of the Notaries Act, RSBC 1996,
€ 334, notaries are entitled to provide arange of legal
services in the province, including services relating

to the purchase and sale of real estate. The Society
of Notaries Public submits that its members were
involved in 88,956 real estate transactions in the
12 months preceding February 15, 2020 - a number
that constitutes a significant percentage of real
estate transactions in the province.

Unlike lawyers, notaries are reporting entities
under the Proceeds of Crime (Money Laundering) and
Terrorist Financing Act and the Society of Notaries
Public submits that it regularly co-operates with
law enforcement agencies in the investigation of
criminal offences.

I expect the Society of Notaries Public will be
an important source of information and insight
with respect to the role of notaries in real estate
transactions as well as any vulnerabilities in the
current regime. It also wishes to make submis-
sions with respect to the Land Owner Transpar-
ency Act, SBC 2019, c 23, the collection of tax and
ownership information, and the need for better
information sharing among regulators and law
enforcement agencies.?

British Columbia Lottery Corporation

The BC Lottery Corporation is a Crown corporation
responsible for the “conduct and management” of
gaming in the province.” In furtherance of that
mandate, it has entered into operational service
agreements with gaming service providers, who
are responsible for the day-to-day operation of
casinos. These agreements incorporate detailed
standards, polices, and procedures that must be
followed by gaming service providers in operating
their facilities.

The BC Lottery Corporation has various
reporting obligations under the Proceeds of Crime

24 Provincial law societies are not considered an arm of the state and can therefore audit and investigate the work of lawyers
while at the same time protecting the interests of clients who seek out a lawyer’s advice or assistance.

25  See, for example, Exhibit 4, Overview Report: Financial Action Task Force, Appendix N, paras 27 and 50.

26 Opening statement of the Society of Notaries Public of British Columbia, paras 13, 28-29, and 32.

27 Gaming Control Act, s 7.
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(Money Laundering) and Terrorist Financing Act
and the Gaming Control Act. However, it is not a
law enforcement agency and has no authority to
enforce anti-money laundering laws or to conduct
criminal and regulatory investigations.

In its opening statement, the BC Lottery
Corporation submits that Dirty Money 1 contains
a number of inaccuracies concerning its role
in combatting money laundering and “does
not fairly or adequately state what [it] has done
to address the problem.”” Examples of these
efforts include

« implementing policy changes to enable
casinos to offer patron gaming-fund
accounts and eliminate the need to bring
cash into a casino;

« establishing a dedicated anti-
money laundering unit staffed with
internationally certified anti-money
laundering investigators and certified
intelligence analysts;

+ establishing an information-sharing
agreement with the RCMP to assist
the BC Lottery Corporation in identify-
ing and banning certain individuals
from casinos;

« implementing anti-money laundering
training for BC Lottery Corporation and
service-provider staff to allow them to
better identify, report, and help prevent
money laundering;

« establishing a requirement that casinos
clearly label all cheques as “return of
funds” or “verified win” cheques to reduce
the risk of casino cheques being used to
launder illicit funds;

« placing certain players on sourced-
cash conditions to ensure they cannot
purchase casino chips with any amount
of cash without proving that their funds
were sourced from an approved financial
institution or constitute confirmed
previous winnings;

« implementing a policy requiring that
anyone attempting to buy-in with $10,000
or more in cash be required first to prove
the source of those funds;

« implementing a “know your customer”
process to assist in identifying any money
laundering risks; and

« working with the provincial government to
implement the recommendations made in
Dirty Money 1.%

The BC Lottery Corporation seeks the
opportunity to address what it perceives as
inaccuracies in Dirty Money 1 as well as other
issues relevant to the Commission’s mandate,
including the significant benefits that flow from
responsible gaming in the province.*

Great Canadian Gaming Corporation

The Great Canadian Gaming Corporation (Great
Canadian) is a publicly traded corporation that
operates gaming facilities in British Columbia,
Ontario, Nova Scotia, and New Brunswick. Currently,
it operates 10 gaming facilities in British Columbia,
including two of the largest casinos in the province
and the only two race tracks that continue to host live
horse racing.*

Great Canadian is regulated by the Gaming
Policy and Enforcement Branch and must abide by

28  Opening statement of BC Lottery Corporation. The BC Lottery Corporation also submitted that much of what has been said
publicly about its role in combatting money laundering in BC casinos is misinformed and seeks, therefore, to provide a “more
complete and accurate factual record of BCLC’s past efforts to combat money laundering and its continuing efforts to do so.”

29 Opening statement of BC Lottery Corporation, para 8.

30  Opening statement of BC Lottery Corporation, paras 3 and 8-14.

31  Each of these facilities is operated by Great Canadian’s wholly owned subsidiaries: Great Canadian Casinos Inc., Hastings
Entertainment Inc., Orangeville Raceway Limited, Great Canadian Entertainment Centres Ltd., and Chilliwack Gaming Ltd.

12
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the standards, policies, and procedures established
by the BC Lottery Corporation. Importantly,
it also assists the BC Lottery Corporation in
complying with its reporting obligations under the
Proceeds of Crime (Money Laundering) and Terrorist
Financing Act by identifying and reporting certain
transactions to the BC Lottery Corporation. These
reports include

+ large cash transaction reports, which
must be filed whenever gaming service
providers receive $10,000 or more in cash
in a single transaction or in a series of
transactions within a 24-hour period;

« foreign exchange reports, which must be
filed whenever gaming service providers
exchange foreign currency in an amount of
$10,000 or more;

+ casino disbursement reports, which must
be filed for cash-outs and jackpots of
$10,000 or more; and

+ unusual transaction reports, which
must be filed when there are reasonable
grounds to believe that a transaction could
be related to a money laundering offence.

The BC Lottery Corporation has published a list
of 43 indicators to assist gaming service providers
in determining when to report such activity. Once
a report is received, it determines whether to file a
suspicious transaction report with FINTRAC.*

In its opening statement, Great Canadian
submits that it has taken all appropriate steps to
comply with its reporting obligations and that any
errors it makes in identifying and reporting such
transactions are statistically few in number, of a
minor nature, or the result of inadvertent human
error.®® It further submits that, in many cases, it

32 Opening statement of Great Canadian, para 20.
33 Opening statement of Great Canadian, para 22.

34 Opening statement of Great Canadian, para 22.

36 Opening statement of Gateway, para 7.

goes beyond its mandatory obligations by directly
reporting certain suspect activities or transactions
to the police and assisting the BC Lottery
Corporation, the Gaming Policy and Enforcement
Branch, and police investigations in whatever way
it can.*

Gateway Casinos and
Entertainment Inc.

Gateway Casinos and Entertainment Inc. (Gate-
way) is a gaming service provider that operates
three of the largest gaming and entertainment fa-
cilities in the Lower Mainland as well as a number
of smaller gaming sites in Vancouver, Vancouver
Island, and the Okanagan Valley.*

In its opening statement, Gateway submits
that it has a “vested interest” in the integrity
of casino gaming in the province and that it
has worked with the Gaming Policy and
Enforcement Branch and the BC Lottery
Corporation to document, report, and act on
concerns about money laundering activities
related to gaming.®®

Gateway also makes a number of submissions
with respect to the recommendations in
Dirty Money 1, including the need to delineate
clear roles and responsibilities for the Gaming
Policy and Enforcement Branch and the BC
Lottery Corporation, the adoption of a standards-
based model*” for the regulation of gaming
within the province, and the suggestion that
gaming service providers submit reports directly
to FINTRAC.

While supportive of each of these
recommendations, including, in particular, the

35  Gateway also operates the Grand Villa and Starlight casinos in Edmonton and 11 gaming and entertainment facilities in Ontario.

37 A standards-based regulatory model (sometimes referred to as a principles-based regulatory model) is one in which the reg-
ulator develops a set of high-level standards with respect to a certain activity but gives registrants the flexibility to determine
the most efficient and effective way to meet those standards. I return to this issue in Part Two.
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transition to a standards-based regulatory model,
Gateway submits that the costs occasioned by
changes to the current regulatory regime may
affect the economics of its agreements with the
BC Lottery Corporation. In addition, Gateway
submits that the obligation to make reports to
FINTRAC must be balanced against the privacy
rights of its patrons.

Canadian Gaming Association

The Canadian Gaming Association is a not-for-
profit organization that works to advance the evo-
lution of Canada’s gaming industry; promote the
economic value of gaming in Canada; use research,
innovation, and best practices to help the industry
advance; and create productive dialogue among
relevant stakeholders.* Its members include lead-
ing gaming operators such as Gateway and Hard
Rock casinos as well as law firms and suppliers to
the industry.*

In its opening statement, the Canadian
Gaming Association submits that the gaming
industry generates more than $5 billion in annual
revenue for the province and employs more than
29,000 people. It further submits that gaming is
one of the most heavily regulated industries in
the country. Gaming service providers, it argues,
are playing their part in the fight against money
laundering byidentifyingand reporting suspicious
transactions to FINTRAC and other regulators.
What is required, in its view, are increased
efforts by law enforcement officials to act on that
information. It also suggests that “committed,
long-term funding” for permanent units will allow
law enforcement officials to build expertise and
be more effective in all areas of enforcement.*

British Columbia Government and
Service Employees’Union

The British Columbia Government and Service Em-
ployees’ Union (BC Government and Service
Employees’ Union) is one of the largest labour
unions in British Columbia. It represents more
than 80,000 members who work in almost every
sector of the economy, including the public ser-
vice, the financial services industry, and the gam-
ing sector. While some of the topics addressed in
its opening statement are beyond the scope of the
Inquiry, it may have relevant information with re-
spect to matters such as the training provided to
front-line workers and whether there is a need for
enhanced whistle-blower protections.

Robert Kroeker

Robert Kroeker has held a number of senior
positions in the gaming industry, including chief
compliance officer and vice-president (legal,
compliance, and security) at the BC Lottery
Corporation and vice-president (compliance
and regulatory affairs) at Great Canadian. From
2006 to 2012, he was involved in the creation
and operation of the BC Civil Forfeiture Office,
where he worked extensively with police and
other enforcement agencies in British Columbia
and beyond.

In his opening statement, Mr. Kroeker submits
that there are a number of errors and falsities
in the public domain about the state of money
laundering and anti-money laundering measures
in the BC gaming industry, including several
“inaccuracies and inconsistences” in Dirty Money 1.
He submits that the BC Lottery Corporation and

38  Application for standing (Canadian Gaming Association), para 3.

39  Opening statement of the Canadian Gaming Association, p 2.

40 Opening statement of the Canadian Gaming Association, p 5. The Canadian Gaming Association also suggests that suspicious
transaction reports completed by gaming service providers be submitted directly to FINTRAC and that policy makers look serious-
ly at a “comprehensive approach to preventing money laundering across the broader economy - regardless of sector - and focus
compliance and reporting obligations on certain at-risk activities and transactions, versus trying to define specific industries” (p 6).
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gaming service providers worked diligently to
comply with anti-money laundering legislation,
prevent the occurrence of money laundering, and
track down offenders. However, their requests for
investigations were repeatedly ignored, and policy
changes aimed at reducing money laundering
risks were not endorsed by the Gaming Policy and
Enforcement Branch.

Further, Mr. Kroeker submits that Dr. German
“never met with [him] individually or sought
out [his] detailed knowledge of BCLC” and that
Dr. German’s sole interaction with him on money
laundering controls was “a single hour and a half
group meeting.”*

Mr. Kroeker requests an opportunity to correct
what he perceives as “disinformation” in the
public domain and to provide a fair, accurate, and
complete picture of the actions taken by the BC
Lottery Corporation to combat money laundering
as well as the “true gaps and failures in the
system.”*?

BMW Canada Inc. and
BMW Financial Services

BMW Canada Inc. (BMW) is the Canadian subsidi-
ary of BMW AG, a German multinational company
that manufactures and distributes luxury vehicles
and mobility services through its retail network
in Canada. BMW Financial Services, a division of
BMW, provides financial services, including leas-
ing and financing of vehicles, to BMW customers
in Canada.

In its opening statement, BMW submits that it
has vital information to provide with respect to the
luxury vehicle sector, including the use of cash (and
cash-like instruments) to purchase luxury vehicles,
the unlawful export of luxury vehicles, the use of
straw buyers and nominees to effect those exports,
and the various attempts it has made to prevent the
export of luxury vehicles.

41 Opening statement of Robert Kroeker, para 41.

42 Opening statement of Robert Kroeker, paras 1 and 47.

BMW also makes a number of suggestions with
respect to steps that could be taken to strengthen
the current regime as it relates to luxury vehicles.
These suggestions include

« aprohibition on cash purchases for
vehicles in an amount over $10,000;

+ aprohibition on the use of cash and cash-
like instruments to pay off manufacturer
loans, except where an instrument has
sufficient information to link it to a specific
account at a reporting entity such as a
financial institution;

« regulation of the export of vehicles
from Canada to increase the difficulty of
exporting luxury vehicles unlawfully;
and

« increased enforcement of unlawful
exports, including a dedicated police
presence at Canadian ports.

I expect that BMW'’s participation in the
Inquiry will inform recommendations made by the
Commission with respect to money laundering in
the luxury goods sector.

British Columbia Civil
Liberties Association

The British Columbia Civil Liberties Association
(BC Civil Liberties Association) is a non-profit
advocacy group with a mandate to defend,
maintain, and extend civil liberties and human
rights in Canada. It has expertise in a wide
range of «civil liberties matters, including
criminal law reform, police accountability,
access to justice, due process, and the impact of
investigative and enforcement mechanisms on
privacy interests.

I expect that the BC Civil Liberties Associ-
ation will bring a much-needed civil liberties
perspective to the work of the Commission,
particularly as it relates to policy matters

15



Commission of Inquiry into Money Laundering in British Columbia

Interim Report

such as the potential expansion of police and
regulatory powers, the increased collection of
personal information by law enforcement and
regulatory agencies (including mass data sharing
among public and private institutions), and the
introduction of measures such as unexplained
wealth orders.*

British Columbia Real
Estate Association

The British Columbia Real Estate Association
(BC Real Estate Association) is a professional
association representing more than 23,000 com-
mercial and residential real estate agents in the
province. It does not have any legislative or
regulatory powers and works with its member
boards on matters such as professional devel-
opment, advocacy, economic research, and the
development of standard forms.

In its opening statement, the BC Real Estate
Association commented on many of the findings
and recommendations set out in the Terms of
Reference Reports, including

« the recommendation that the Office of

the Superintendent of Real Estate and the
Real Estate Council of British Columbia
be merged into the Financial Institutions
Commission as the single regulator

with responsibility for public education,
licensing, professional conduct, and
administrative policy;

+ the recommendation that the Ministry

of Finance control the development of
real estate policy in collaboration with
the regulator;

+ the recommendation that real estate

agents accept funds only in forms that

are verifiable through Canadian
financial institutions;

+ the recommendation that mandatory
anti-money laundering training be
introduced for all real estate professionals
to ensure they are better able to recognize
and report suspicious transactions and
foster a culture of compliance;

+ the recommendation that the federal
government require FINTRAC compliance
by lawyers, law firms, and unregulated
lenders to the greatest extent possible;
and

« the recommendation that the province
create a beneficial ownership registry for
real estate ownership.

I fully expect that the participation of the BC
Real Estate Association in the Inquiry will inform
any recommendations the Commission makes
with respect to these matters.

James Lightbody

James Lightbody is president and chief executive
officer of the BC Lottery Corporation. He has held
that position since February 2014, when he was
promoted from vice-president for casinos and
community gaming. Mr. Lightbody submits that
Dirty Money 1 provides an “inaccurate narrative” of
the evolution of money laundering in the gaming
sector and that the BC Lottery Corporation made
“active” efforts to respond to money laundering
concerns within the gaming sector as they emerged
and evolved.* He further submits that Dr. German
obtained “minimal input” from key people at the
BC Lottery Corporation and seeks an opportunity
to address those concerns through the Commis-
sion process.®

43 In basic terms, unexplained wealth orders are a tool available in some jurisdictions whereby an individual can be ordered
to provide information with respect to the source of funds used to purchase a particular asset, usually real property. If the
individual is unable to provide a satisfactory explanation, the asset can be seized by authorities.

44 Opening statement of James Lightbody, paras 15-16.
45  Opening statement of James Lightbody, para 24.
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Canadian Bar Association and the
Criminal Defence Advocacy Society

The Canadian Bar Association is a professional
organization representing the interests of more
than 36,000 legal professionals, including law-
yers, law students, academics, and judges.

Founded in 1896, the Canadian Bar
Association was formally incorporated by an Act
of Parliament in 1921 and has branches in every
province and territory. The British Columbia
branch has more than 7,000 members in a wide
range of practice areas, including criminal
justice, real estate, corporate law, family law, and
civil litigation.

The Criminal Defence Advocacy Society was
founded in 2015 by members of the criminal de-
fence bar in British Columbia. It is particularly
concerned with the rule of law, the indepen-
dence of the bar, and the constitutional rights of
accused persons.

Because of the substantial overlap between
the proposed contributions of these organiza-
tions, I directed that they share a single grant
of standing.

Both organizations acknowledge that money
laundering has become a serious problem that
warrants the attention of the Commission. At the
same time, they warn that the “zealous” search
for solutions to the money laundering problem
could lead to investigative and regulatory
overreach that endangers the independence of
lawyers, the privacy of private citizens, and the
rights of all Canadians to a free and just society.
They further submit that lawyers have been
denigrated as “black holes” in many of the Terms
of Reference Reports and suggest that these
comments fail to recognize the fundamental
importance of solicitor-client privilege as well
as the role played by the Law Society in the
regulation of lawyers.

46 Opening statement of the Transparency Coalition, para 12.

Transparency International Canada,
Canadians for Tax Fairness, and
Publish What You Pay Canada

Transparency International Canada, Canadians
for Tax Fairness, and Publish What You Pay Cana-
da (Transparency Coalition) is a coalition of pub-
lic interest advocacy groups that has been cam-
paigning to increase corporate transparency and
establish a publicly accessible beneficial owner-
ship registry in Canada.

In its opening statement, the Transparency
Coalition submits that Canada has “some of
the weakest corporate transparency laws in the
world” and that there are “more rigorous checks
to obtain a library card than to set up a shell
company.”* It further submits that Canada’s weak
beneficial ownership regime gives criminals entry
to our communities, where they do significant
harm, and that a beneficial ownership registry
is a critical tool in the prevention, detection, and
investigation of money laundering activity.

The Transparency Coalition also makes
a number of recommendations with respect
to the components of a beneficial ownership
registry, including the threshold for beneficial
ownership disclosure, the data fields to be
collected, enforcement and penalties for the
failure to disclose the required information,
validation of beneficial ownership information,
and the appropriate balance between privacy
and disclosure.

Additional Participants

In a series of rulings* dated September 23, Sep-
tember 29, and October 16, 2020, I granted par-
ticipant status to three additional participants:
Brad Desmarais, vice-president of casino and
community gaming at the BC Lottery Corpora-
tion; the Chartered Professional Accountants of

47 The Commissioner’s ruling’s are available at: https://cullencommission.ca/rulings.
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British Columbia (BC Chartered Professional
Accountants); and the Chartered Professional Ac-
countants of Canada.

While I did not have the benefit of an opening
statement from these participants, I look forward
to their perspectives on the issues in respect of
which they have been granted standing.

Public Meetings

From October 23 to November 14, 2019, the Com-
mission conducted public meetings in Vancouver,
Victoria, Kelowna, Prince George, and Richmond.
The purpose of these meetings was to seek input
from some of the communities most affected by
money laundering.

While participants were free to speak on any
topic relevant to the Commission’s mandate, the
following questions were posed in advance of
the meetings:

«  What are the most significant money
laundering issues facing your community
in British Columbia and in Canada?

« What areas of our mandate would you like
us to focus on or address in our process?

«  What have been the major consequences
of money laundering in your community?

«  What do you think is required to address
the issues you have identified?

«  How can the Commission keep you
informed on our activities and findings?

+  How can community members participate
or stay involved in the process?

In the five sections that follow, I provide a

summary of the ideas and concerns expressed by
members of the public at each of these meetings.*

Vancouver

On October 23, 2019, the Commission held a pub-
lic meeting in Vancouver and heard presentations

from 12 individuals. Concerns expressed by these
individuals included

« the increase in criminal activity on the
streets of Vancouver;

+ the prevalence of money laundering in
the gaming industry, including the lack of
meaningful action taken by the Gaming
Policy and Enforcement Branch, the BC
Lottery Corporation, and gaming service
providers to combat money laundering in
BC casinos;

« the involvement of lawyers in money
laundering activity, including the absence
of any reporting obligations under the
Proceeds of Crime (Money Laundering) and
Terrorist Financing Act and the use of trust
accounts to facilitate illegal transactions;

+ the suppression of relevant information and
evidence by different levels of government;

+ the need to strengthen whistle-blower pro-
tections, particularly in the gaming industry;

+ the use of illicit funds to purchase real
estate in British Columbia;

+ the infiltration of casinos by organized
crime figures; and

+ the failure of law enforcement and regu-
latory agencies to actively (or effectively)
prosecute money laundering offences.

Many of these individuals spoke to their personal
experiences and observations with these matters,
including efforts to inform the RCMP and other
relevant authorities about suspicious activity they
believed to be connected to money laundering.

Kelowna

On October 29, 2019, the Commission held a public
meeting in Kelowna and heard presentations from
three individuals. One of these individuals was a for-
mer manager of a real estate company who expressed
concerns about the process for tracking money in

48  While, in some cases, the number of speakers was limited, many other people attended these meetings - a reflection of the
degree of public concern about the nature and extent of money laundering in British Columbia.
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real estate transactions as well as the lack of com-
pliance with FINTRAC regulations. This speaker also
expressed concern about the potential use of rental
income as a way of laundering illicit funds.

A second individual made submissions with
respect to financial crime and the inability of the
BC Securities Commission to properly regulate
the market. He urged the Commission to examine
the conduct of large financial institutions as well
as the regulators themselves.

A third individual expressed concern that
organized crime and money laundering has
infiltrated the community to such an extent that
people are afraid to speak out.

Victoria

On November 4, 2019, the Commission held a pub-
lic meeting in Victoria and heard presentations
from six individuals on the following topics:

+ the high proportion of money laundering
cases involving white-collar professionals;

« the need to better regulate lawyers;

« the lack of compliance among reporting
entities with the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act;

+ the prevalence of money laundering in BC
casinos, including the fact that government
has largely “ignored” the problem,;

« the need to protect whistle-blowers;

« the impact of money laundering on
housing affordability; and

« the lack of enforcement of anti-money
laundering laws in comparison with
other countries.

One of these individuals spoke to the
“regrettable” decision to disband the Integrated
Proceeds of Crime police units and suggested that
substantial money laundering leads submitted
to the RCMP have not been acted upon. He also
suggested that the sanctions for failing to report
suspicious transactions to FINTRAC were not
significant enough to act as an effective deterrent

and that FINTRAC should take additional steps to
audit reporting entities to ensure compliance.

Amongthe solutions these individuals proposed
were a beneficial ownership registry and the use of
unexplained wealth orders.

Richmond

On November 7, 2019, the Commission held a pub-
lic meeting in Richmond and heard presentations
from 20 individuals. A consistent theme in these
presentations was the impact of money launder-
ing on the real estate sector, including the impact
on housing affordability and the construction of
“mega mansions” on agricultural land. Such en-
croachment pulls good farmland out of produc-
tion, drives up the cost of real estate, and allows
criminals to enjoy the proceeds of crime. Other
concerns expressed by these individuals included

+ the prevalence of money laundering in the
gaming sector;

+ the exemption of lawyers from the
financial reporting requirements set out in
the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act;

« cash payments in the construction industry
as a potential weakness in the current anti-
money laundering regime;

+ lack of compliance with reporting obliga-
tions under the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act,
particularly among real estate agents; and

+ the lack of any meaningful enforcement
of anti-money laundering laws by law
enforcement agencies.

Many of these speakers said that the current
state of affairs is contrary to Canadian values,
discouraging for British Columbians, and a “black
eye” on the history of our country. They also
expressed considerable support for unexplained
wealth orders as well as increased corporate
transparency, including the creation of a beneficial
ownership registry in the corporate sector.
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Prince George

On November 14, 2019, the Commission held its
fifth public meeting, in Prince George, and heard
presentations from three individuals.

Speakers expressed concern that the Commis-
sion’s work may have no lasting effect, particu-
larly where law enforcement agencies have been
subject to significant cutbacks and have failed to
act on matters related to money laundering.

Written Submissions

In addition to holding public meetings, the
Commission invited members of the public who
could not attend a public meeting or preferred
to share their perspectives in writing to make
written submissions to the Commission. To date,
the Commission has received a large number of
written submissions from concerned members of
the public. These submissions identify many of the
same concerns and perspectives raised at the public
meetings summarized above.

Work of the Commission

Since May 2019, the Commission has taken various
steps to advance its understanding of money laun-
dering and prepare for its evidentiary hearings.
These steps are summarized below.

Terms of Reference Reports

One of the first steps taken by the Commission
was to thoroughly review and analyze the Terms
of Reference Reports as well as other studies,
reports, and legislation concerning money laun-
dering in British Columbia. While aspects of these
reports are in dispute, they have been invaluable in

identifying issues to be investigated and solutions
to be explored. A full discussion of these reports is
set out in Part Two (below).

Witness Interviews and
Document Production

Another important aspect of the Commission’s
work has been interviewing potential witnesses
and obtaining relevant documents from partici-
pants and others. Extensive interviews have been
conducted with government officials, regulators,
gaming service providers, professionals, financial
service providers, and non-profit organizations,
to name a few. Many of these individuals will be
testifying at the evidentiary hearings, and others
have provided important leads for the Commission
to pursue.

The Commission has also obtained hundreds
of thousands of documents from a wide range of
public- and private-sector organizations including

+ Canada

+ the Province of British Columbia®

« the Gaming Policy and Enforcement Branch

« the Law Society of British Columbia

+ the BC Lottery Corporation

+ the Great Canadian Gaming Corporation

« Parq Vancouver Limited Partnership

« the Vancouver Police Department®

+ the BC Securities Commission

+ the Canadian Association of Chiefs

of Police

« the Land Title Survey Authority

+ the Registrar of Mortgage Brokers

« the Vehicle Sales Authority

+ BMW

* Robert Kroeker

« the BC Government and Service

Employees’ Union

49  Tam particularly grateful for the co-operation of the current and previous governments in authorizing the release of cabinet

records from 1996 to the present.

50  Although not a participant, the Vancouver Police Department has been highly engaged in and supportive of the Commis-

sion’s work.
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+ the City of Richmond

» the Canadian Jewellers Association

» the Art Dealers Association of Canada

« various car dealerships

« various financial institutions
I note that some of these documents were received
under section 15 of the Public Inquiry Act, which al-
lows the Commission to restrict access to certain
documents where the government asserts privilege
over them or where the Commission has reason to
believe that the order is necessary for the effective
and efficient fulfillment of the Commission’s Terms
of Reference.

Experts

The Commission has also consulted with a number
of highly qualified experts including

« Stephen Schneider, a professor at St. Mary’s
University, Halifax, and one of Canada’s
foremost authorities on organized crime,
financial crime, and money laundering;

« Simon Lord, a senior officer and money
laundering expert at the National Crime
Agency in the United Kingdom;

« Oliver Bullough, an investigative journalist
and the author of Moneyland: The Inside
Story of the Crooks and Kleptocrats Who
Rule the World (New York: St. Martin’s
Press, 2019);

« William Gilmore, a professor at the
University of Edinburgh with expertise
in international anti-money laundering
measures;

« Michael Levi, a professor at Cardiff
University with a distinguished track
record of research and advisory work
on money laundering and transnational
organized crime;

« Peter Reuter, a professor at the University
of Maryland School of Public Policy and
Department of Criminology and an expert
on illegal markets and organized crime;

21

Sir Robert Wainwright, the executive
director of Europol from 2009 to 2018
and a senior partner at Deloitte based

in the Netherlands, with expertise in
technology, information sharing, and
criminal threat assessment, including
the growth of professional money
laundering networks;

Jason Sharman, a professor of politics
and international studies at the University
of Cambridge and an expert on money
laundering, corruption, terrorism, and
transnational crime;

Stephanie Brooker, a partner at Gibson
Dunn and the former director of
enforcement at the Financial Crimes
Enforcement Network in the United States;
Stefan Cassella, a former prosecutor at the
US Department of Justice who was involved
in the reform of anti-money laundering
legislation and regulatory structures;
John Cassara, a former US law enforce-
ment official and the author of various
books and articles on money laundering
and anti-money laundering efforts;

Maria Bergstrom, an associate professor
at Uppsala University in Sweden with
expertise in anti-money laundering
regulation in the European Union;

Dr. Mark Pieth, a professor of criminal
law at Basel University who was involved
in drafting the Swiss anti-money
laundering legislation and acts as an
international and national regulator, legal
expert, judge, compliance monitor, and
compliance advisor;

Dr. Katie Benson, a professor at Lancaster
University with expertise on money
laundering, organized crime, and the
legal profession;

Barbara Mclsaac, QC, a leading expert

on privacy and access to information law
and the co-author of The Law of Privacy
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in Canada (Toronto: Thomson Reuters
Canada, 2018);

+ Dr. John Zdanowicz, a professor of finance
at Florida International University and an
expert in trade-based money laundering;

« Dr. Martin Bouchard, a professor of
criminology at Simon Fraser University
with expertise in the organization and
dynamics of illicit markets, including
methodologies used to estimate the size
of illicit markets;

« Dr. Jonathan Caulkins, a professor of
operations research and public policy at
Carnegie Mellon University with expertise
on proceeds of crime estimates;

« Dr. Tsur Somerville, a professor at the
UBC Sauder School of Business with
expertise in housing markets and real
estate development;

« Dr. Brigitte Unger, a professor at the
University of Utrecht with expertise in
real estate finance, public economics, and
money laundering, including methods used
to quantify money laundering activity;

« experts with respect to the civil forfeiture
regime in the United States, South Africa,
the United Kingdom, Ireland, Australia,
Manitoba, and Ontario; and

« experts with respect to the anti-money
laundering regime in other jurisdictions,
including Australia, New Zealand, the
United Kingdom, and the United States.

Many of these experts are leaders in their respec-
tive fields and bring a wealth of knowledge and
experience to the work of the Commission.

Overview Reports

Rule 32 of the Commission’s Rules of Practice
and Procedure allows the Commission to
prepare “overview reports” with respect to certain
matters falling within its mandate.*! The purpose
of these reports is to introduce background and
otherwise uncontroversial facts into evidence
without the need to tender that evidence through
a witness.

Five such reports were tendered during the
overview hearings,* and other reports are being
prepared on the following topics:

« quantification of money laundering;

+ history and regulatory structure of gaming

in British Columbia;

+ history and regulatory structure of horse
racing in British Columbia;

« regulation of gaming and horse racing
in Ontario;

« the Integrated Illegal Gaming
Enforcement Team, including the
formation, operation, and subsequent
disbandment of that agency;

+ information derived from the annual reports
of the Gaming Policy and Enforcement
Branch and the BC Lottery Corporation;

« past reports on possible reforms to the
gaming industry;

« industry background (real estate);

« legislative structure (real estate);

« money laundering in the real
estate industry;

« anti-money laundering initiatives in the
real estate industry;

51  Rules of Practice and Procedure, Rule 32. Before these reports are finalized and entered into evidence, a copy of each must be
provided to each participant with standing in respect of the subject matter of the report (Rule 34(a)). Those participants have
14 days to provide comments on the report (Rule 34(b)). Under Rule 34(c), the Commission is entitled to modify the draft over-
view report in response to comments received from participants. In addition, participants may propose witnesses to be called
during the evidentiary hearings to support, challenge, or comment on the overview report in ways that are likely to contrib-
ute significantly to an understanding of the issues relevant to the Inquiry (Rule 35).

52 These reports cover a variety of topics, including the Financial Action Task Force, the Basel AML index, international anti-
money laundering initiatives, parliamentary debates relating to the enactment of and subsequent amendment to the Proceeds
of Crime (Money Laundering) and Terrorist Financing Act, and reports created by the federal government with respect to money
laundering. Each of these reports can be found at the following link: http://www.cullencommission.ca/exhibits.
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regulation of real estate agents in

other jurisdictions;

the practice of law (including the right

to engage in the practice), relevant
ethical obligations, professional
regulation, and the Federation of Law
Societies decision;

historical and recent measures taken by
the Law Society and the Federation of
Law Societies to prevent or disrupt money
laundering in legal transactions;
Financial Action Task Force publications
concerning the involvement of lawyers in
money laundering;*

the practice of accounting, including

the amalgamation of the designations
into the BC Chartered Professional
Accountants, the exclusive right to perform
specified services, ethical obligations, and
professional regulation;

historical and recent measures taken to
prevent and disrupt money laundering in
the accounting sector;

Financial Action Task Force publications
concerning the involvement of accountants
in money laundering;

the federal banking regime;

the provincial credit union regime;
Financial Action Task Force publications
concerning money laundering and
financial institutions;

regulatory framework for money

services businesses;

publicly available information

regarding money laundering in money
services businesses;

federal and provincial incorporation

shell companies and beneficial
ownership registries;

the securities sector, including the
current regulatory framework and
enforcement bodies;

Financial Action Task Force reports
concerning the use of corporations /
securities to launder illicit funds;

policing in British Columbia, particularly
as it relates to money laundering;

money laundering prosecutions in British
Columbia, including the role of the Public
Prosecution Service of Canada and the BC
Prosecution Service;

role and structure of other enforcement
bodies such as the CRA and the Canada
Border Services Agency;

evolution of the enforcement and prosecu-
tion of money laundering in Canada;
purpose and structure of FINTRAC,
including recent amendments to the
Proceeds of Crime (Money Laundering) and
Terrorist Financing Act;

Financial Action Task Force publications
concerning FINTRAGC;

legislation and literature relating to
money laundering in luxury goods
markets, including vehicles, jewellery,
precious metals, fine art, yachts, and
clothing and apparel;

asset forfeiture, including asset forfeiture
provisions in federal and provincial
legislation as well as information relating
to the British Columbia Civil Forfeiture
Office; and

history of virtual asset regulation

in Canada.

regimes in Canada, including recent
amendments to the relevant statutes;

Extensive research and analysis are required
for each of these reports. Undoubtedly, they will

The Financial Action Task Force is an organization created by the Group of Seven (G7) to foster the establishment of national
and international measures to combat money laundering. It is primarily a standard-setting and policy-making body com-
posed of 37 jurisdictions representing major financial centres and strategically important countries drawn from all parts of
the world (see Exhibit 19, Report of Professor William Gilmore, para 3).
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contribute to a better understanding of money
laundering and allow for more efficient and fo-
cused evidentiary hearings.

Investigations

While some aspects of the Commission’s mandate
have been the subject of previous studies and re-
ports, other aspects have not been closely studied.
The Commission has therefore undertaken some
of its own research and investigations.* Examples
of that work include

« atwo-part study seeking to quantify
the total amount of money laundered
from the illicit sale of fentanyl in
British Columbia;

« astudy seeking to measure the impact of
the new beneficial ownership disclosure
requirements on the real estate industry;

« astudy on the flow of money from China to
British Columbia;

+ an investigation into the activities of
unregulated mortgage lenders, including
an analysis of mortgage investment
corporations and sources of funds;

+ various investigations with respect to
the involvement of lawyers in money
laundering transactions;

+ investigations into money laundering in
the corporate sector; and

+ an investigation into the practices of luxury
vehicle and yacht dealerships.

Although many of these investigations are still un-
derway, I am hopeful they will advance the current
state of knowledge about money laundering in
British Columbia.

Overview Hearings

On May 25, 2020, the Commission began the over-
view portion of its evidentiary hearings. The pur-
pose of these hearings was to provide an introduc-
tion to the topic of money laundering, including
the nature and characteristics of money launder-
ing, the effects of money laundering on the legiti-
mate economy, and approaches to money launder-
ing in other jurisdictions.

Professor Schneider was the first witness to
testify at the overview hearings. He spoke to a
literature review he prepared for the Commission
on various topics including the nature and
characteristics of money laundering, sources of
illicit funds, the criminal organizations that pose
the most significant money laundering threat, the
so-called Vancouver model,” and the effects of
money laundering on the legitimate economy.

The Commission also heard evidence from
Simon Lord, Oliver Bullough, William Gilmore,
Michael Levi, Peter Reuter, and Sir Robert
Wainwright.

Simon Lord testified about various matters,
including the definition of money laundering, the
effectsof moneylaundering, and moneylaundering
techniques such as informal value transfer systems
and trade-based money laundering.* He also gave
evidence with respect to the Financial Action Task
Force and the law enforcement response in the
United Kingdom, including the role and function
of agencies such as the National Crime Agency,
the Serious and Organized Crime Agency, and the
National Economic Crime Centre.

Oliver Bullough gave his perspective on a
number of issues relevant to the Commission’s

54  These investigations are in addition to other lines of inquiry being pursued by the Commission through document produc-

tion and witness interviews.

55  Professor Schneider describes the Vancouver model as a “moniker” applied to the alleged money laundering operation used
by Paul King Jin and Silver International Investments Ltd. to benefit wealthy Chinese nationals who are trying to transfer
money to Canada from China, as well as criminal organizations involved in drug trafficking (see Exhibit 6, Money Laundering

in British Columbia: A Review of Literature, pp 118-19).

56  In general terms, trade-based money laundering is the process of disguising the proceeds of crime and moving value through

the use of trade transactions in an effort to integrate them into the legitimate economy.
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mandate, including corruption, the flow of
illicit funds across borders, the use of complex
corporate structures to launder illicit funds, and
the role of professional advisors in the creation of
those structures. He also spoke to the challenges
associated with the investigation of these issues,
the need for transparent and verifiable information
aboutthe ownership structure of corporate entities,
and money laundering in the real estate and luxury
goods sectors.

Professor Gilmore spoke to a report prepared
for the Commission on various topics relating
to the Financial Action Task Force, including
the development and evolution of anti-money
laundering standards, the mutual evaluation
process,” the Council of Europe Committee
of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of
Terrorism, and Canada’s performance under the
mutual evaluation process.

Professor Levi provided a critique of the
traditional placement /layering / integration model
of money laundering and spoke to various articles
he has written on the laundering of organized
crime money; the Financial Action Task Force
mutual evaluation process, including the manner
in which member countries are evaluated; and the
use of cash in the money laundering cycle.

Professor Reuter explained the origin,
advantages, costs, and implementation of the
risk-based approach to the fight against money
laundering adopted by the Financial Action Task
Force. He also raised some important questions
about the utility and cost of pursuing anti-money
laundering initiatives and provided a critique of
the national risk assessment process.

Sir Robert Wainwright gave evidence about
various topics, including the emergence of
international crime syndicates and the growth of

professional money laundering networks. He also
described how the globalized criminal landscape
creates a pressing need to develop better systems
of collaboration and information sharing across
the public and private sectors, the importance of
“targeting” in anti-money laundering regimes, and
the need to focus on areas that are most vulnerable
to money laundering activity.

On June 9-10, 2020, the Commission heard
evidence from Chief Superintendent Robert
Gilchrist, Inspector Leslie Stevens, and Ryland
Wellwood, who gave evidence concerning
organized crime in British Columbia, including
the number and type of criminal organizations in
the province and the techniques used by organized
crime groups to launder illicit funds.

On June 11-12, 2020, the Commission heard ev-
idence from Mark Sieben, Dr. Chris Dawkins, and
Megan Harris, who gave evidence about the pro-
vincial anti-money laundering strategy, including
the establishment of the Anti-Money Laundering
Deputy Ministers’ Committee, the initiatives un-
dertaken by the province to implement the recom-
mendations contained in the Terms of Reference
Reports, and the areas in which the province is
looking for guidance from the Commission. I will
return to these matters in Part Two (below).

COVID-19

Since March 2020, the COVID-19 pandemic -
and the public health measures taken to slow its
spread - have had a profound impact on individ-
uals, organizations, and businesses throughout
the province. They have also created a number
of significant challenges for the work of the Com-
mission, including the fact that the Commission
has been required to conduct its evidentiary hear-
ings by way of videoconference. I am extremely

57  The mutual evaluation process is a process whereby members of the Financial Action Task Force evaluate one another on the
implementation of anti-money laundering standards. Professor Gilmore describes this process as “in essence, an interna-
tional system of periodic peer review under which each member is subject to a form of on-site examination. The process is
conducted by an interdisciplinary team of experts drawn from other ... members and assisted by officials from its Paris based
Secretariat” (see Exhibit 19, Report of Professor William Gilmore, para 17).



Commission of Inquiry into Money Laundering in British Columbia - Interim Report

grateful to Shay Matters, Kelsey Rose, Linda Peter,
Phoenix Leung, Natasha Tam, Mary Williams, and
Scott Kingdon for their dedicated efforts to create
and run a virtual courtroom on extremely short
notice. I would also like to thank participants and
counsel for their continued engagement with the
Commission during these difficult times. While
there will no doubt be additional challenges to
overcome, the Commission is strongly commit-
ted to continuing its work in the belief that it will
benefit the people of British Columbia in the
long run.
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Part Two:

Terms of Reference Reports

Section 4(2)(b) of the Terms of Reference requires
me to review and consider four recent reports on
money laundering in British Columbia:

+  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 1);

+  Dirty Money - Part 2: Turning the Tide - An
Independent Review of Money Laundering in
B.C. Real Estate, Luxury Vehicle Sales & Horse
Racing, Peter M. German, QC, March 31,
2019 (Dirty Money 2);

*  Real Estate Regulatory Structure Review
(2018), Dan Perrin (Perrin Report); and

+  Combatting Money Laundering in BC Real
Estate, Maureen Maloney, Tsur Somerville,
and Brigitte Unger, March 31, 2019
(Maloney Report).

In what follows, I review the key findings and rec-
ommendations contained in each of these reports
as well as the submissions made by each partici-
pant with standing in this Inquiry.?

Dirty Money 1

Dr. German’s first report, Dirty Money 1, address-
es various topics relating to money laundering in
Lower Mainland casinos. These issues include the
growth of money laundering in the gaming sec-
tor; the relationship between the Gaming Policy
and Enforcement Branch and the British Colum-
bia Lottery Corporation (BC Lottery Corporation);
and the steps taken by each of these entities to
address the problem. He writes that Lower Main-
land casinos have long served as laundromats for
organized crime and that the problem reached its
apex in July 2015, when surveillance teams discov-

1 While these reports have provided a valuable starting point for the work of the Commission, the findings and recommenda-
tions contained in these reports will be explored in greater detail during the evidentiary hearings using the powers afforded

to the Commission by the Public Inquiry Act.

tained in the Terms of Reference Reports.

On November 7, 2019, the Commission wrote to all participants and asked for their position on the recommendations con-
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ered that large amounts of unsourced cash were
being dropped off at or near the River Rock Casi-
no in Richmond and, later, presented in the casi-
no by high-limit customers.®* An Excel spreadsheet
prepared by investigators from the Gaming Policy
and Enforcement Branch suggested that $13.5 mil-
lion in $20 bills was accepted during that month
alone.*Dr. German concludes that the failure to ad-
dress the problem effectively was a “system failure,
which brought the gaming industry into disrepute
in the eyes of many British Columbians.”> While
recognizing that subsequent actions have dramat-
ically reduced the quantity of suspicious money
entering BC casinos, Dr. German makes 48 recom-
mendations aimed at strengthening the current
anti-money laundering regime and ensuring that
the problem does not resurface. These recommen-
dations include

« amendments to the Gaming Control Act,
SBC 2000, c 14, to clearly delineate the
roles and responsibilities of the Gaming
Policy and Enforcement Branch and the
BC Lottery Corporation;

+ the creation of an independent regulator;

+ the adoption of a standards-based
regulatory model;*

+ the transfer of federal reporting obligations
to gaming service providers;

+ the creation of a provincial transaction
analysis team to review suspicious
transaction reports submitted to the
Financial Transactions and Reports
Analysis Centre of Canada (FINTRAC) and
develop strategies to deal with them,;

w

Dirty Money 1, p 10.

~

Dirty Money 1, p 10.
Dirty Money 1, p 10.

+ the creation of a designated police unit to
conduct criminal and regulatory investiga-
tions relating to the gaming industry;

+ the continuation of the Joint Illegal Gaming
Investigation Team;’ and

« various operational recommendations,
such as the implementation of source-
of-funds declarations and the transfer
of responsibility for cash alternatives to
gaming service providers.

While some of these recommendations, such as
the implementation of source-of-funds declara-
tions, were accepted by all gaming sector partici-
pants, others, such as the transfer of responsibility
for federal reporting to gaming service providers,
were the subject of considerable disagreement.
I discuss each of these recommendations below.

Clarification of Roles
and Responsibilities

One of the key issues identified in Dirty Mon-
ey 1 is the need to clearly delineate the roles and
responsibilities of the Gaming Policy and Enforce-
ment Branch and the BC Lottery Corporation.?
Dr. German states that there has long been a tes-
ty relationship between the two entities and that
the “overriding emotion” at the Gaming Policy and
Enforcement Branch is frustration at not having a
clear mandate to deal with money laundering, be-
ing treated as the “poor cousin” of the BC Lottery
Corporation, being wrapped within the constraints
of government, and not having the independence
to operate as a true regulator.” Dr. German also

6 A standards-based regulatory model is one in which the regulator develops a set of high-level standards but gives registrants
the flexibility to determine the most efficient and effective way to meet those standards. Dr. German’s recommendations with

respect to this regulatory model are discussed below.

7 In Dirty Money 1, Dr. German referred to this team as the Joint Integrated Gaming Investigation Team.

8 Dirty Money 1, p 63.
9 Dirty Money 1, pp 147-48.
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states that the two entities could have dealt with
the money laundering crisis more effectively had
they been better coordinated, and he recommends
that the province amend the Gaming Control Act to
clearly delineate the roles and responsibilities of
these entities.’

All gaming sector participants expressed sup-
port for this recommendation, with many arguing
that the lack of clearly defined roles between these
entities contributed in a substantial way to the
growth of money laundering in BC casinos.

I agree that this is an important issue to be ad-
dressed and expect to hear evidence with respect
to this issue during the evidentiary hearings.

Creation of a New Regulator

Dr. German also recommends that the province
create a new, independent regulator that is not “em-
bedded within the bureaucracy of government.”"
More specifically, he recommends that

+  British Columbia transition to an
independent regulator in the form of a
service delivery Crown corporation with
a board of directors and a chief executive
officer (CEO) / registrar;

+ the board of directors be a governance
board and that it not be responsible for
appeals from decisions of the registrar;

« the BC Lottery Corporation be subject to
the regulatory oversight of the regulator;

« the BC Lottery Corporation board, officers,
and employees be subject to registration;

« investigators employed by the regulator
be special provincial constables and meet
certain core competencies;

10 Dirty Money 1, p 148.
11 Dirty Money 1, p 203.

« anti-money laundering be a responsibility
of the regulator;

+ the regulator institute mandatory training
for front-line gaming personnel, including
VIP hosts, with consideration of a “Play
Right” program;*

« the regulator provide a continuous
presence in major Lower Mainland casinos
until a designated policing unit is in place;

« appeals from decisions of the registrar be
sent to an administrative tribunal;

« funding of the regulator continue to be
from gaming revenue; and

+ the regulator have dedicated
in-house counsel.*®

The Gaming Policy and Enforcement Branch

expressed support for these recommendations
and indicated that the province has made various
amendments to the Gaming Control Act to begin the
process of creating a more independent regulator.
These amendments include

« an amendment to section 28(2), allowing
the general manager of the Gaming Policy
and Enforcement Branch to give directives
to the BC Lottery Corporation without
ministerial approval;

« an amendment to section 92, giving the
general manager the authority to forbid
a person from entering a gaming facility
where he or she believes that the presence
of that person is undesirable; and

- an amendment to section 97(2.1) to
include the BC Lottery Corporation on
the list of organizations that commit
an offence if they refuse to provide
information requested by the Gaming

12 Dr. German describes this program as a “novel adaptation” of the Serving It Right program, which is required training for
many individuals working in bars. In his view, it could provide a mandatory introduction to a number of topics related to
regulation, including training in anti-money laundering and familiarization with the roles of the regulator and the police:

see Dirty Money 1, p 206.
13 Dirty Money 1, pp 206-7.
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Policy and Enforcement Branch
concerning an investigation or if they
fail to report an incident involving the
commission of an offence under the
Gaming Control Act or the Criminal Code.

The Gaming Policy and Enforcement Branch
also submits that the province will be taking steps
to create an independent gambling control office
with the “mandate, authority and independence”
to maintain the overall integrity of gaming in
British Columbia.** With respect to Dr. German’s
more specific recommendations, the Gaming
Policy and Enforcement Branch submits that all
investigators are special provincial constables,
that BC Lottery Corporation employees have
always been subject to regulation (though board
members were not required to register until
2018), and that solicitors from the Legal Services
Branch are (and have always been) assigned to
provide legal advice to the Gaming Policy and
Enforcement Branch."

The BC Lottery Corporation took no position on
the creation of an independent regulator, provid-
ed that adequate appeal mechanisms are in place.
However, it strongly opposes the recommendation
that the regulator be responsible for money laun-
dering and, in particular, anti-money laundering
training beyond what is necessary to maintain the
overall integrity of gaming in the province. It sub-
mits that it has a much higher level of knowledge
and expertise than the Gaming Policy and Enforce-
ment Branch and is subject to significant penal-
ties for non-compliance with the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act, SC
2000, ¢ 17.

The BC Lottery Corporation also took issue
with Dr. German’s recommendation that it con-
sider a Play Right program for anti-money laun-

14

dering training. It submits that Play Right is a
commercial product that should be purchased
only if its own programming is inadequate and
argues that “a thorough assessment of BCLC’s
training programs would reveal that ... such an
expenditure is unnecessary.’'¢

The Canadian Gaming Association was support-
ive of most of these recommendations and noted
that a “well-equipped, competent and independent
regulator” is necessary if a standards-based regula-
tory regime is to be successful.’’

The Great Canadian Gaming Corporation (Great
Canadian) also stressed the need for a strong regu-
lator and took the position that the regulator should
be responsible for matters such as anti-money
laundering training. It also indicated that it would
welcome the continuous presence of regulatory
authorities at its casinos 24 hours a day.

While not directly related to these recommen-
dations, the British Columbia Government and
Service Employees’ Union (BC Government and
Service Employees’ Union) submits that great-
er attention should be paid to the need for more
resources. It points out that the Gaming Policy
and Enforcement Branch is allocated around
$14 million annually to oversee a multibillion-
dollar gaming industry. It also submits that any
regulatory, compliance, and enforcement bodies
put in place must be accountable to the broader
public rather than to the industries they regulate.

Finally, the British Columbia Civil Liber-
ties Association (BC Civil Liberties Association)
expressed support for the creation of an inde-
pendent regulatory body. However, it submits
that any investigative powers given to that agen-
cy should be purely regulatory in nature and that
investigators should not be designated as special
provincial constables.

Opening statement of Gaming Policy and Enforcement Branch and Ministry of Finance, para 40.

15  The Gaming Policy and Enforcement Branch also submits that, because it is funded by an appropriation through the regular
government estimates process, there is no direct link between gaming revenue and the funding of the branch.

16  BC Lottery Corporation Supplemental Response to Terms of Reference Report Recommendations, p 9.

17  Canadian Gaming Association Response to Terms of Reference Report Recommendations, p 3.
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Standards-Based Regulatory Model

Another recommendation made by Dr. German
is that the gaming industry transition to a stan-
dards-based regulatory model.”®* He also recom-
mends that

+ the “foundational” standards be developed

through collaboration between industry
and government, building on the Ontario
model;

+ the standards be periodically reviewed and

renewed; and

« the CEO / registrar of the regulator be the

“keeper of the standards.””

A standards-based regulatory model (some-
times referred to as a principles-based regulato-
ry model) is one in which the regulator develops
a set of high-level standards but gives registrants
the flexibility to determine the most efficient and
effective way to meet them.” It is generally dis-
tinguished from a rule-based regulatory model in
which the regulator imposes a set of prescriptive
requirements on registrants, such as the require-
ment that a source-of-funds declaration be com-
pleted whenever a specific monetary threshold is
met. The reality, however, is that most complex
regulatory schemes will be an amalgam of stan-
dards-based and rule-based principles.?

One of the benefits of standards-based regu-
lation is that it encourages registrants to properly
understand risk and makes them accountable for

18  Dirty Money 1, p 202.
19  Dirty Money 1, p 202.

their failure to meet the standards imposed by the
regulator.?? At the same time, it is well recognized
that a standards-based model must be accompa-
nied by meaningful oversight or it will effectively
become a form of self-regulation.>

The Canadian Gaming Association strongly

supports the transition to a standards-based reg-
ulatory model. It submits that standards-based
regulation is globally recognized as an effective
measure to safeguard compliance and allocate
resources in a risk-appropriate manner. Moreover,
it points to some of the problems associated with
systems that are too rule based, including that they
can stifle innovation, create loopholes and loophole-
oriented behaviour, make problem-solving less
explicit, and impose costs related to inflexibility.

Gateway Casinos and Entertainment Inc. (Gate-

way) also supports the transition to a standards /
risk-based model and points to some of the benefits
associated with standards-based regulation. More
specifically, it submits that risk-based standards

« create a shared understanding of how
particular standards are designed to
mitigate risk;

« provide clarity for service providers about
the compliance markers that must be met;

« ensure that service providers have the
flexibility to respond to the specific risks
which arise in each gaming environment,
allowing them to allocate resources
efficiently and effectively;

20

21

22

23

For an example of these “high-level” standards, see those of the Alcohol and Gaming Commission of Ontario with respect
to unlawful activity in the gaming industry: https://www.agco.ca/lottery-and-gaming/6-minimizing-unlawful-activity-relat-
ed-gaming.

Cristie Ford, “Principles-Based Securities Regulation in the Wake of the Global Financial Crisis” (2010) 55 McGill Law Journal
257 at 266.

Legal scholars have pointed to the Three Mile Island nuclear accident as an example of the problems that can arise in a rule-
based system. In examining the cause of that disaster, the Kemeny Commission found that the nuclear plant operators had
been “educated by the regulatory system to be rule-following automatons” and failed to develop a systemic understanding
of the complex safety problem they were managing. In theory, a standards-based system forces registrants to “grapple with
the complexity of the problem more completely than presumptive rule-following permits” (see John Braithwaite, “Rules and
Principles: A Theory of Legal Certainty” (2002) 27 Australian Journal of Legal Philosophy 47 at 66-67).

Ford, “Principles-Based Securities Regulation,” 262.
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+ encourage service providers to properly
understand their risks and be accountable
for their failure to meet standards imposed
by the regulator; and

« encourage service providers to adopt
new technologies and take advantage of
new opportunities to meet risk in a more
flexible way.

Great Canadian does not oppose these recom-
mendations and submits that it is familiar with a
standards-based model because of its operations in
Ontario, where it has implemented a comprehen-
sive anti-money laundering compliance program.
It also submits that a standards-based model has the
benefit of allowing service providers to adapt their
approaches and controls quickly in order to address
evolving risks. However, it emphasizes that the stan-
dards-based model must be adopted by the Gaming
Policy and Enforcement Branch (through regula-
tion) and the BC Lottery Corporation (through con-
tracts with gaming service providers).

The Gaming Policy and Enforcement Branch
also supports the transition to a “more effective
and flexible standards-based model” that allows
the regulator to adapt and evolve with the gaming
industry.* It submits that compliance standards
must be “objective and measurable” and that the
regulator should have the power to set prescriptive
requirements where necessary.” In addition, it rec-
ognizes the need for an independent regulator with
“strong administrative law powers for instances of
non-compliance.”?

The BC Lottery Corporation agrees with the
recommendation that the gaming industry transi-
tion to a standards-based model but submits that
different stakeholders have different understand-
ings of what exactly that means. In its submission,

24
25
26
27
28
29

the “central feature” of a standards-based model
is flexibility in the application of the standards
developed by the regulator to allow the regis-
trant to adapt to changing risk levels and circum-
stances.” A standards-based model will, ideally,
provide the BC Lottery Corporation and its gaming
service providers with clear standards for gaming
operations throughout the province. Risk-based
considerations will then determine how it and
the service providers apply those standards. De-
pending on the level of risk, the application of
these standards may vary from site to site or game
to game.

The BC Lottery Corporation also submits that
it should maintain responsibility for assessing risk
and developing policies and procedures to meet the
standards set by the regulator in order to ensure
“a consistent application of the risk analysis, and
consistency in the [policies and procedures] de-
veloped around and in support of the standards.”?®
Moreover, it cautions against reliance on one juris-
diction in developing the foundational standards
for use in British Columbia. In its submission, the
anti-money laundering program it has developed in
British Columbia is more comprehensive than those
in the two jurisdictions (Nevada and Ontario) that
Dr. German relied on as his models. For example,
Las Vegas casinos conduct extensive due diligence
for players who wish to arrange credit (something
not offered in British Columbia) but do little to ad-
dress potential problems with cash buy-ins beyond
asking for identification to satisfy federal reporting
requirements. In short, it submits that no quick
solution can be gained by adopting what other ju-
risdictions are doing. Rather, the model developed
in British Columbia must reflect the “unique charac-
teristics of ... the BC gaming environment.””

Opening statement of Gaming Policy and Enforcement Branch and Ministry of Finance, para 39.
Opening statement of Gaming Policy and Enforcement Branch and Ministry of Finance, para 39.
Opening statement of Gaming Policy and Enforcement Branch and Ministry of Finance, para 39.

BC Lottery Corporation Supplemental Response to Terms of Reference Report Recommendations, pp 7-8.
BC Lottery Corporation Supplemental Response to Terms of Reference Report Recommendations, p 8.

BC Lottery Corporation Supplemental Response to Terms of Reference Report Recommendations, p 8.
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Finally, the RCMP supports the transition to a
standards-based system and suggests that the Com-
mission examine the standards adopted by the Al-
cohol and Gaming Commission of Ontario in devel-
oping that system.

Federal Reporting

One of the more controversial recommendations
made by Dr. German is that responsibility for
FINTRAC reporting be shifted from the BC Lottery
Corporation to individual gaming service provid-
ers.® More specifically, he recommends that

« gaming service providers be designated
as reporting entities under the Proceeds
of Crime (Money Laundering) and Terrorist
Financing Act;

« gaming service providers be responsible
for submitting all FINTRAC reports,
including suspicious transaction reports;

+ the BC Lottery Corporation be required to
submit “corporate STRs” if its files contain
relevant information not contained in a
suspicious transaction report filed by a
service provider;

« service providers develop the necessary
capacity to assess risk and perform due
diligence on suspicious transactions;

+ service providers copy suspicious transac-
tion reports to the BC Lottery Corporation,
the regulator, and the RCMP; and

30  Dirty Money 1, p 95.

« unusual financial transaction reports and

suspicious currency transaction reports

be eliminated.*
In making these recommendations, Dr. German
states that the current system “allows a third par-
ty, not present at the time of the transaction, to de-
termine what is or is not suspicious. With trained
personnel in the casinos, this should not be neces-
sary.”® He also states that service providers should
be able to perform their own research and analysis
to determine whether a transaction is suspicious
and should be reported.

The BC Lottery Corporation strongly oppos-
es these recommendations and submits that it is
much better positioned than service providers
to assess whether a transaction is suspicious and
should be reported. When gaming service provid-
ers flag a transaction as suspicious or potentially
suspicious, the BC Lottery Corporation undertakes
a rigorous analysis of the transaction based on
factors such as the player’s gaming history, source
of wealth information, known associates, law en-
forcement information, previous suspicious trans-
action reports, open source data, and confidential
information derived from player interviews. Much
of that information is not available to service pro-
viders.** Moreover, the completion of these reports
requires significant time and resources, meaning
that, if this recommendation were implemented,
it would place an increased administrative burden
on service providers.*

31  Dirty Money 1, p 95. Gaming service providers are required to submit these reports to the BC Lottery Corporation whenever
there are reasonable grounds to believe that a transaction could be related to a money laundering or terrorist financing
offence. The BC Lottery Corporation has published a list of 43 indicators to assist gaming service providers in determining

when to report such activity.

32 Dirty Money 1, p 92.

33 Examples of information to which gaming service providers would not have access include information relating to the play-
er’'s gaming history at other casinos and information obtained by the BC Lottery Corporation through information-sharing

agreements with law enforcement agencies.

34 The concerns of the BC Lottery Corporation with respect to the administrative burden on service providers were supported
by Parq Vancouver Limited Partnership, which took the position that direct reporting by service providers would result in
the loss of “province-wide context” and that the additional resources required to submit reports would be cost prohibitive for
smaller service providers. While not a participant in the Inquiry, Parq Vancouver was invited to provide comments on

Dr. German’s recommendations in Dirty Money 1.
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The BC Lottery Corporation also submits that
it is the designated reporting entity under the
Proceeds of Crime (Money Laundering) and Terror-
ist Financing Act and has exposure to significant
penalties for non-compliance with that legislation
regardless of whether the error is made by the BC
Lottery Corporation or a gaming service provider.®

The BC Lottery Corporation’s position was
supported by Robert Kroeker, who provided a de-
tailed submission on the current reporting regime
and the implications of the proposed changes.
Mr. Kroeker submits that the shift from a compre-
hensive, sector-wide reporting process currently in
place to a casino-based reporting structure has the
potential to decrease the quality and comprehen-
siveness of suspicious transaction reports and in-
crease the overall money laundering risk. He also
submits that Dirty Money 1 “does not make clear
how money laundering transactions will be better
averted, or how the ... money laundering risk will
be lowered, by shifting reporting entity status from
BCLC to casino operators.”®

Gateway suggests that shifting responsibili-
ty to gaming service providers “aligns with the
standards-based / risk-based approach to regulation
by encouraging service providers to take responsi-
bility for and invest in the process of compliance
with the PCMLTFA [Proceeds of Crime (Money Laun-
dering) and Terrorist Financing Act].”* It recognizes,
however, that shifting responsibility to service pro-
viders must be reconciled with the BC Lottery Cor-

)

poration’s “conduct and manage” mandate and the

potential benefits measured against the significant
resources the corporation has already invested in
developing its FINTRAC compliance program.®

Similarly, Great Canadian states that shifting
responsibility to service providers would “remove
one layer of reporting” and “streamline the [re-
porting] process.” However, it takes issue with
Dr. German’s finding that the BC Lottery Corporation
“substitutes” its judgment for that of gaming service
providers and “filters” what is or is not suspicious.*

The BC Civil Liberties Association expresses
concern that the current approach, where multiple
entities are responsible for collecting and analyz-
ing information concerning suspicious transac-
tions, may result in the over-collection of personal
information without proper privacy protections.
It therefore supports the recommendation that
gaming service providers develop the necessary
capacity to assess risk and perform due diligence
on suspicious transactions. It also submits that
such capacity building must include education
with respect to privacy rights as well as the risks of
discrimination and profiling.

When asked for its view on Dr. German’s
recommendations, the Government of Canada
(Canada) stated that they “are of a technical nature
and require additional time to properly assess and
come to a final position.”" While constitutional
constraints prevent me from making recommen-
dations with respect to the Proceeds of Crime (Mon-
ey Laundering) and Terrorist Financing Act, these
issues have an impact on other issues before this

36

While the BC Lottery Corporation acknowledges that service providers are responsible for the submission of large cash trans-
action reports and casino disbursement reports, it submits that these reports do not involve any subjective decision making
and, as such, it is relatively easy to monitor compliance. The same cannot be said for suspicious transaction reports, which
are based on a full overview of the player’s history, much of which is not known to service providers.

Robert Kroeker Response to Terms of Reference Report Recommendations, p 12.

37 Gateway Casinos Response to Terms of Reference Report Recommendations, p 3.

38  Opening statement of Gateway Casinos, para 23.

39  Great Canadian Response to Terms of Reference Report Recommendations, p 3. Great Canadian also states that it is respon-
sible for reporting to FINTRAC in other jurisdictions and that it has created a specialized anti-money laundering unit at its
facilities with a view to identifying unusual or suspicious transactions.

40  Great Canadian Response to Terms of Reference Report Recommendations, p 3.

41 Government of Canada Response to Terms of Reference Report Recommendations, p 19.
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Commission, and it would be immensely helpful to
have Canada’s position on these matters.

I also note that one of the primary criticisms
of the FINTRAC model is its tendency to produce
high-volume, low-quality information, and the an-
alytical work currently being performed by the BC
Lottery Corporation may help to ensure that it re-
ceives high-quality, actionable information.*

Each of these points underscores the need to
obtain cogent information from FINTRAC with re-
spect to the nature, extent, and timeliness of its dis-
closures to law enforcement.

Transaction Analysis Team

Dr. German also recommends that the province
create a transaction analysis team composed of
representatives from the Gaming Policy and En-
forcement Branch, the BC Lottery Corporation,
and law enforcement to review all suspicious trans-
action reports submitted to FINTRAC and to devel-
op strategies to deal with them.*

With the exception of the BC Civil Liberties Asso-
ciation, this recommendation garnered widespread
support among gaming sector participants. More-
over, I understand that the Gaming Policy and En-
forcement Branch, the BC Lottery Corporation, and
the Joint Illegal Gaming Investigation Team have
taken steps to implement this recommendation
through the creation of a gaming intelligence group.

The Gaming Policy and Enforcement Branch
submits that the objective of that group is to
“enhance the current anti-money laundering re-
gime ... by opening lines of communication to
more broadly share information surrounding sus-
picious transactions, high risk patrons and threats

of criminality.”* It further submits that the group
hold weekly teleconferences to share information
about real-time incidents as well as monthly meet-
ings that focus on identifying money laundering
trends and improvements to current processes.

While supportive of these recommendations, a
number of gaming service providers suggest they
should have representation on the gaming intelli-
gence group. They also argue that, in certain cases,
the gaming intelligence group should consult with
the service provider that submitted the suspicious
transaction report to ensure that all relevant infor-
mation has been provided.

The BC Civil Liberties Association cautions that
Dr. German’s recommendations “could result in
the over-collection and retention of personal in-
formation” as well as the “increased disclosure of
sensitive and highly-prejudicial information.”* It
further submits that there is no evidence to show
that the creation of a transaction analysis team
would lead to a more effective review of suspicious
transaction reports or otherwise assist in the fight
against money laundering.

iTrak

Dr. German recommends that Gaming Policy and
Enforcement Branch investigators be given better
access to iTrak, the BC Lottery Corporation’s com-
puterized incident reporting and risk management
database.** While acknowledging that Gaming Policy
and Enforcement Branch investigators are allowed
access to two iTrak computers at BC Lottery Cor-
poration offices, he states that this arrangement is
“relatively unworkable ... considering the logistics of
driving to BCLC's offices simply to use a computer.”

See, for example, Nick J. Maxwell & David Artingstall, “The Role of Financial Information-Sharing Partnerships in the

b Disruption of Crime” (RUSI Occasional paper, October 2017).

43 Dirty Money 1, p 100.

44 Opening statement of Gaming Policy and Enforcement Branch and Ministry of Finance, para 53.
45  BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 3.
46 Dirty Money 1, p 95.

47 Dirty Money 1, p 148.
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The BC Lottery Corporation agrees with that
recommendation in principle. It submits, how-
ever, that appropriate measures must be taken
to ensure robust access controls and compliance
with applicable privacy laws. Likewise, the Gam-
ing Policy and Enforcement Branch submits that
it is important to give its investigators access to
the iTrak system “while also maintaining protec-
tion of personal information.”*

Mr. Kroeker provided a detailed submission
with respect to the type of information stored in
iTrak as well as the implications of giving unfet-
tered access to the Gaming Policy and Enforcement
Branch. He states that the information stored in
iTrak includes various forms of personal informa-
tion such as name, address, date of birth, country
of residence, passport information, banking infor-
mation, credit card information, gambling history,
the dates / times / duration of visits to casinos, con-
fidential information provided by law enforcement
bodies, videos of customers whose play has been
monitored, and information relating to customers
who are believed to have a gambling problem or
who have demonstrated behaviours indicative of a
gambling addiction.

While giving the Gaming Policy and Enforce-
ment Branch unfettered access to that informa-
tion would no doubt create investigative efficien-
cies for regulators and police, Mr. Kroeker submits
that it is directly analogous to a Canadian bank
giving regulatory authorities or the RCMP direct
access to confidential customer information and
argues that it would likely be seen as sweeping
aside important privacy rights such as the need to
seek judicial authorization before accessing this
type of information.

The BC Civil Liberties Association also oppos-
es these recommendations, writing that “[t]he
information collected and retained in iTRAK in-
cludes highly confidential personal information.”

It argues that giving police and regulatory bodies
access to that information without lawful author-
ity or reasonable grounds for obtaining it could
well give rise to infringements of civil liberties,
including the right to be free from unreasonable
search and seizure.”

Designated Policing Unit

Another set of recommendations made by
Dr. German relates to the creation of a specialized
police unit for the gaming industry. More specifi-
cally, he recommends that

« aspecialized police unit be created to con-
duct criminal and regulatory investigations
relating to the legal gaming industry;

+ the specialized police unit be an integral
part of the new regulator;

+ the specialized police unit not be
responsible for investigating illegal
gaming outside casinos;

+ the specialized police unit contain an
intelligence unit;

+ the “duties” of the Ontario Provincial Police
Casino Bureau and the Nevada Gaming
Control Board Enforcement Division be
reviewed in order to determine an appro-
priate role for the specialized police unit;

+ the specialized police unit be funded from
gaming revenue; and

« the BC Prosecution Service ensure it has
prosecutors familiar with gaming law.*

While all gaming sector participants recog-
nized the need for an effective law enforcement
response, there was considerable opposition to the
creation of a sector-specific police unit.

An analysis undertaken by the province con-
cludes that the creation of a casino-specific police
unit does not go far enough in delivering an ap-
propriate enforcement solution and that “it is not

48  Gaming Policy and Enforcement Branch Response to Terms of Reference Report Recommendations, p 2.

49 BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 3.

50  Dirty Money 1, p 210.
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financially feasible to create a new sector-specific
[police unit] for every ... sector facing money laun-
dering challenges.” While the province is waiting
for direction from the Commission, I understand
that it is considering the creation of a financial
intelligence and investigation unit to lead a coor-
dinated and collaborative response to money laun-
dering in all sectors of the economy.

The RCMP recommends the expansion of the
Joint Illegal Gaming Investigation Team rather
than the creation of a new unit. It also suggests that
the province make an increased investment in this
team to enhance its intelligence capacity.

The BC Lottery Corporation expresses support
for the creation of a police unit with a specific focus
on money laundering. However, it cautions against
an industry-specific approach and suggests that the
mandate of any new police unit not be restricted to
the gaming industry.

Likewise, Mr. Kroeker submits that the cre-
ation of a specialized police unit for the gaming
industry fails to appreciate the fact that money
laundering does not occur in isolation in any sin-
gle sector of the economy. What is needed, in his
view, is an approach that looks across the entire
economy and is capable of following illicit funds
through and beyond any one sector. He further
submits that the traditional policing model cre-
ates “substantial barriers to the effective inves-
tigation of complex financial crimes” and that
what is needed is a “new multidisciplinary agen-
cy dedicated to financial crimes [and] staffed
with people [such as lawyers, accountants, and
securities experts] who have the specialized
skill sets needed for the successful investigation
of major frauds, proceeds of crime and money
laundering offences.”*

Mr. Kroeker also points to the “non-paramili-
tary structure” of the US Federal Bureau of Inves-
tigation as a good example of the structure needed
to attract and retain staff with the specialized skill
sets needed to successfully investigate complex
financial crime. Moreover, he submits that police
organizations often prioritize offences that pose an
immediate threat of physical violence when mak-
ing choices about resource allocation. He recom-
mends that the Commission consider the creation
of a separate agency, outside the RCMP, to ensure
that resources dedicated to the investigation of fi-
nancial crime are not diverted to other matters.*

The BC Civil Liberties Association opposes the
expansion of police powers and sees no merit in
creating a specialized police unit to conduct crim-
inal and regulatory investigations arising from the
legal gaming industry. More specifically, it ques-
tions whether there is sufficient evidence to suggest
that a specialized police unit would be necessary or
effective in combatting money laundering and sug-
gests that the creation of such a unit must be con-
sidered in light of “existing policing capacity and ...
recommendations for further policing initiatives
made in the [Terms of Reference] Reports.”*

Joint Illegal Gaming Investigation Team

In addition to the creation of a specialized police
unit for the gaming sector, Dr. German recom-
mends that the Joint Illegal Gaming Investigation
Team be given continued support for its investiga-
tive mandate.®

The Joint Illegal Gaming Investigation Team is
a specialized police unit created on April 1, 2016, to
provide a coordinated law enforcement response to
unlawful activity at BC gaming facilities, including

51  Exhibit 60, Anti-Money Laundering Financial Intelligence and Investigations Unit - Draft Proposal (May 7, 2019).

52 Robert Kroeker Response to Terms of Reference Report Recommendations, p 26.

Robert Kroeker Response to Terms of Reference Report Recommendations, pp 28-29.

54 BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 6.

Dirty Money 1, p 135.
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the disruption of organized crime and gang involve-
ment in illegal gaming, the criminal investigation
of illegal gambling activities, and the prevention of
criminal attempts to legalize the proceeds of crime
through gaming facilities.* The unit was created for
a five-year period (which is set to expire on March 31,
2021) and a review is to be conducted in Year 4 to de-
termine whether its mandate should be renewed.*

In March 2016, the Minister of Finance direct-
ed that the BC Lottery Corporation pay 70 percent
of the cost of the Joint Illegal Gaming Investigation
Team, with the balance to be paid by the federal gov-
ernment under the terms of the Provincial Policing
Agreement. However, measures have been put in
place to ensure that the BC Lottery Corporation does
not have any involvement in its operations.®®

Dr. German recommends that the Joint Illegal
Gaming Investigation Team be provided with con-
tinuing support and that the province transition it
to a “permanent, fenced funding model within the
RCMP’s provincial budget.””

Canada has expressed support for this recom-
mendation and submits that “JIGIT’s continued
support from the Provincial Government is essen-
tial to maintaining the integrity of the legal gaming
industry and protecting the BC economy from fi-
nancial exploitation.”®

The Gaming Policy and Enforcement Branch, the
BC Lottery Corporation, and Great Canadian have
all taken no position on these recommendations,
though the Gaming Policy and Enforcement Branch
has confirmed that it continues to second staff to
the team for intelligence and investigative purposes.
The BC Lottery Corporation also states that it “has

56  Dirty Money 1, pp 130-31.
57  Dirty Money 1, p 131.
58  Dirty Money 1, p 131.

always been and remains supportive of appropri-
ate resources being provided to law enforcement in
whatever form government considers appropriate.”
The BC Civil Liberties Association advocates for
a “comprehensive and independent review of JIGIT
to ensure that it is operating properly, successful-
ly, and legally” and submits that any such review
should “fully consider whether JIGIT is fulfilling a
genuine need and whether this unit is the most ef-
ficacious, accountable and rights-protective means
of addressing that need.”®* It further submits that
any continued role for the Joint Illegal Gaming In-
vestigation Team should be considered in light of
the recommendations for further policing initia-
tives made in the Terms of Reference Reports and,
in particular, the recommendation that a designat-
ed police unit be created to conduct criminal and
regulatory investigations in the gaming industry.
The BC Civil Liberties Association also raises a
number of operational concerns with respect to the
mandate of the Joint Illegal Gaming Investigation
Team, including the potential for “blurring” the dis-
tinct roles and responsibilities of the police and the
Gaming Policy and Enforcement Branch investiga-
tors, the need to ensure that evidence is collected in
a manner that is appropriately protective of civil lib-
erties and privacy rights, and the potential conflict
of interest that arises from the BC Lottery Corpora-
tion providing 70 percent of the agency’s funding.

Operational Recommendations

Dr. German also makes a number of operational
recommendations aimed at reducing money laun-

59  Dirty Money 1, p 135. In general terms, a fenced funding model is a model whereby funding provided to the Joint Illegal Gam-
ing Investigation Team cannot be used for investigations outside its mandate.

60  Government of Canada Response to Terms of Reference Report Recommendations, pp 21-22.

61  BC Lottery Corporation Response to Terms of Reference Report Recommendations, p 4.

62  BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 4.

63 BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 4.
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dering activity in BC casinos. I discuss each of these
recommendations below.

Source-of-Funds Declarations
Dr. German’s first operational recommendation is
that gaming service providers be required to com-
plete a source-of-funds declaration for cash depos-
its and other monetary instruments in excess of
$10,000.%* Further, he recommends that
« the BC Lottery Corporation, in conjunction
with the Gaming Policy and Enforcement
Branch and gaming service providers,
review its source-of-funds declaration
every year; and
« the BC Lottery Corporation reinforce the
importance of gaming service providers
not accepting cash and other “reportable”
instruments if they are not satisfied with
the information provided by the customer
with respect to the source of the funds.®
In response to these recommendations, the BC
Lottery Corporation implemented a new source-of-
funds policy requiring patrons to provide a source-
of-funds declaration and a receipt for all cash depos-
its and monetary instruments of $10,000 or more
within a 24-hour period (the source-of-funds poli-
cy).® The source-of-funds policy also requires that
gaming service providers refuse the transaction,
document the refusal, and notify the BC Lottery
Corporation where a customer does not provide the
information required to complete the declaration,
provides information that is clearly suspicious, or
refuses to sign the source-of-funds declaration.

64  Dirty Money 1, p 221.
65  Dirty Money 1, p 69.

Both the BC Lottery Corporation and the Gam-
ing Policy and Enforcement Branch have commit-
ted to reviewing the source-of-funds policy every
year and have taken steps to monitor and assess
service provider compliance.”” However, a num-
ber of participants suggested that the require-
ment to complete a source-of-funds declaration
for all cash deposits exceeding $10,000 does not
fit naturally with a standards-based regulatory
model, which seeks to avoid these types of pre-
scriptive requirements. There are also indications
that casino patrons have sought to avoid the com-
pletion of a source-of-funds declaration by enter-
ing into cash buy-in transactions just below the
$10,000 threshold.

Cash Buy-ins
Another operational recommendation made in

Dirty Money 1 is that cash limits not be imposed on
casino buy-ins (i.e., the purchase of casino chips
for use in a casino).®

The BC Lottery Corporation strongly disagrees
with this recommendation and states that “cash
limits are an appropriate [anti-money laundering]
control when they are implemented using a risk-
based analysis to arrive at the appropriate dollar
value cap.”® It further submits that a cash limit
encourages the use of cash alternatives, which,
in turn, gives the BC Lottery Corporation greater
“visibility” into player behaviour and facilitates
more timely reporting to FINTRAC, the Gaming
Policy and Enforcement Branch, and law enforce-
ment. Cash limits also reduce the risk of refining

66  Importantly, the receipting requirement goes beyond what Dr. German recommended and requires patrons to produce a
receipt that includes their name, the name of the financial institution that issued the funds, the location of the financial

institution, and their bank account information.

67  The Gaming Policy and Enforcement Branch submits that it has conducted audits of the five largest casinos in the Lower
Mainland to assess service provider compliance. The BC Lottery Commission submits that it has engaged a third-party audi-
tor to monitor service provider compliance with the source-of-funds policy at Parq Vancouver, River Rock Casino and Resort,

and Grand Villa Hotel and Casino.
68  Dirty Money 1, p 181.

69  BC Lottery Corporation Supplemental Response to Terms of Reference Report Recommendations, p 18.
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(a money laundering technique in which smaller-
denomination bills are exchanged for larger bills)
and improve customer safety by discouraging
customers from carrying large amounts of cash to
and from casinos.

Similarly, Mr. Kroeker states that “[p]lacing a
limit on the use of [cash] can lower money launder-
ing risk by reducing the opportunity for placement
of the funds into the financial system and putting
barriers to the spending of proceeds of crime on
gambling. It is a useful and effective control that
does not have substantial negative impacts on busi-
ness operations.””

Great Canadian is the only participant express-
ing support for the removal of limits on cash buy-ins.
It states that removing these limits “seems logical if
coupled with ... enhanced source of funds declara-
tion requirements and transaction reporting.””*

Cash and Cash Alternatives

For many years, the only way to purchase casino
chips for use at a BC casino was through the use
of cash. Automated teller machines (ATMs) were
available to customers, but gaming service pro-
viders were prohibited from processing debit- and
credit-card transactions or otherwise accepting
cash alternatives such as cheques, bank drafts, or
electronic fund transfers.

In 2012, these rules were loosened to allow
gaming service providers to start accepting al-
ternative forms of payment.”? Customers are
now able to buy-in by using bank drafts, certified
cheques, casino cheques, wire transfers, electron-
ic fund transfers, debit-card transactions, and
internet banking transfers (e-transfers) from au-
thorized bank accounts. In order to facilitate the

receipt of electronic funds, the BC Lottery Corpo-
ration created what are known as patron gaming-
fund accounts. These accounts allow patrons to
transfer funds from an approved deposit-taking
institution to a gaming service provider, where
they can be converted into casino chips. However,
patron gaming-fund accounts have not been im-
mune from controversy.

The Gaming Policy and Enforcement Branch
has expressed concerns about third-party facil-
itators using bank drafts to launder significant
amounts of money through patron gaming-fund
accounts. Moreover, there are indications that
these accounts impose a significant administrative
burden on gaming service providers.

In light of these concerns, Dr. German rec-
ommends that responsibility for cash alterna-
tives be transferred to service providers. He also
recommends that patron gaming-fund accounts
be eliminated.”™

The BC Lottery Corporation submits that gam-
ing service providers are already responsible for
cash alternatives (subject to overarching standards)
and that patron gaming-fund accounts are a strong
anti-money laundering control which allows the
corporation to fulfill its “know-your-client” obliga-
tions under the Proceeds of Crime (Money Launder-
ing) and Terrorist Financing Act. In its submission,
arbitrarily eliminating these accounts will reduce
the number of cash alternatives available to cus-
tomers and decrease the likelihood of customers
finding a viable cash alternative.

The BC Lottery Corporation also takes issue
with Dr. German’s finding that “most gamblers
close [patron gaming-fund accounts] out short-
ly after gambling and obtain a cheque.”’* While

70  Robert Kroeker Response to Terms of Reference Report Recommendations, p 23. Mr. Kroeker also submits that the BC Lottery
Corporation has done an analysis of various thresholds and ranges and that HLT Advisory has prepared a report entitled
Restriction to Table Games Buy-in Levels, which examines the impact of placing a $10,000 limit on cash buy-ins.

71  Great Canadian Response to Terms of Reference Report Recommendations, p 5.

72 Patron gaming-fund accounts were first created in 2009 but were rarely used until they were reformed in 2012.

73 Dirty Money 1, p 181.

74 Dirty Money 1, p 176.
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acknowledging that most players withdraw their
funds at the end of a gambling session, it submits
these accounts typically remain open and active
and are often used again in the future.”

Likewise, Mr. Kroeker submits that the rec-
ommendation to transfer responsibility to service
providers “largely reflects the status quo.”” He
further submits that, because transactions
involving electronic fund transfers, wire trans-
fers, certified cheques, and bank drafts require a
customer account to process, the elimination of
patron gaming-fund accounts would eliminate the
ability of casinos to accept them.

Great Canadian, Gateway, and Parq Vancouver
all expressed support for the recommendation that
responsibility for cash alternatives be transferred
to gaming service providers. They submit that ser-
vice providers are the interface with customers and
that “offering a variety of robust and practical cash
alternatives is key to the success of the industry.””’
They disagree, however, with the recommendation
that patron gaming-fund accounts be eliminated.

Great Canadian submits that patron gaming-
fund accounts are a viable cash alternative and
that responsibility for administering them should
be transferred to service providers. Likewise, Gate-
way submits that these accounts improve visibility
into the source of funds used to purchase casino
chips and are a useful tool to mitigate risk in the
gaming environment. Parq Vancouver submits
that Dr. German’s recommendation is based on
a misunderstanding of how patron gaming-fund

accounts are operated and maintained. It further

submits that
PGF accounts are operated and
maintained by Service Providers
and are considered a key AML [anti-
money laundering] control because
only sourced funds can be placed
into a PGF account and all transac-
tions are tracked. The use of PGF
accounts significantly decreases the
amount of cash entering and leaving
the casino. The reduction in the use
of cash is not only a benefit in terms
of AML controls but also supports
customer and community safety.”

Very Important Patrons
Another set of recommendations relates to the
regulation of casino staff who deal with very
important patrons (sometimes referred to as VIP
hosts).” Dr. German recommends that
« VIP hosts not be permitted to handle cash
or chips; and
« VIP hosts (and other persons working
in VIP rooms) be provided with an
independent avenue to report incidents of
inappropriate conduct by patrons.®
The first recommendation arises from concerns
that VIP hosts may face heightened pressure to give
in to the demands of these patrons and is intended
to ensure they are not in a position to facilitate un-
lawful transactions. The second recommendation

75  The BC Lottery Corporation states that the exception arises when a service provider offers incentives for opening a patron
gaming-fund account. When that occurs, it often sees a flurry of closed accounts, followed by a number of new accounts
being opened to take advantage of the promotion. The BC Lottery Corporation also submits that it “closely monitors PGF
accounts” and has various automatic alerts in place to prevent abuse of the accounts in the manner noted by Dr. German.

76 Robert Kroeker Response to Terms of Reference Report Recommendations, p 22.

77 Parq Vancouver Response to Terms of Reference Report Recommendations, p 6.

78  Parq Vancouver Response to Terms of Reference Report Recommendations, p 7.

79  Dr. German describes very important patrons as those “prepared to gamble and lose tens, or hundreds of thousands of dol-
lars, on the chance of winning a jackpot, or simply for the entertainment value” (para 724). He also states that VIP gaming is
an important part of any large casino and that many casinos have VIP rooms or VIP floors where they provide a higher level

of service not available on the regular gaming floor.

80  Dirty Money 1, p 172.
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is intended to ensure that VIP hosts have recourse
when they run into problems with a client.

The BC Lottery Corporation supports both rec-
ommendations. It states that no employee should
be handling cash or chips outside a corporation-
approved environment and that every employee
should be provided with an independent avenue to
report incidents of inappropriate conduct by casi-
no patrons.

The BC Government and Service Employees’
Union also expresses strong support for these rec-
ommendations and emphasizes the need for greater
whistle-blower protections outside the VIP context.
It submits that “[a]Jccounts from the [Terms of Ref-
erence] reports, the media and [its] own communi-
cations with BCGEU [BC Government and Service
Employees’ Union] members suggest ... that efforts
by workers to ‘blow the whistle’ on illegal activity in
the gaming sector have on multiple occasions been
blocked by managers or even elected officials, with
whistle-blowers subsequently facing sanctions up to
and including dismissal.”®!

While recognizing that the province’s recently
enacted whistle-blower legislation “somewhat” im-
proves the situation for workers in the public sector,
the BC Government and Service Employees’ Union
submits that it falls short of best practices interna-
tionally and would not necessarily have enabled
or protected previous attempts at whistle-blowing
in the gaming sector. In order to enhance whistle-
blower protection in the public and private
sectors, it suggests that this Commission make the
following recommendations to government:

« extend whistle-blower legislation and pro-

tections to employees in the private sector;

« expand legal protections for whistle-
blowers who use the media as a channel
for that activity; and

+ establish formal systems and mechanisms
to support whistle-blowing in high-risk

sectors such as the gaming sector, the real
estate sector, the financial services sector,
and the luxury vehicle sector.®

Great Canadian supports these recommen-
dations but states that VIP hosts do not handle
cash or chips and that there is a complete sepa-
ration between the roles of VIP hosts (who man-
age player experiences) and other personnel (who
handle cash and chips). Moreover, it submits
that it has implemented an enhanced whistle-
blower program that is managed by an indepen-
dent third-party administrator.

Parq Vancouver also states that employees
working in this capacity are not permitted to
handle cash or chips and that it has enacted
two whistle-blower policies, including a whistle-
blower hotline that allows anonymous complaints
to be sent to an independent third party for review.

Gateway submits that risk-based standards
around VIP gaming should be established by the
regulator and that service providers should then
be responsible for establishing policies and proce-
dures to meet those standards.

Other Vulnerable Sectors

Finally, Dr. German recommends that the province
take steps to investigate allegations of money laun-
dering in other sectors of the economy, including
the real estate sector, the horse-racing sector, and
the luxury vehicle sector.®* In response to these
recommendations, the BC Lottery Corporation
makes a number of submissions with respect to
the type of activity its analysts regularly observe.
It submits that its analysts have uncovered ex-
tensive ties between known casino cash facilita-
tors and suspicious activity in the real estate and
mortgage industries. It has also observed the use
of nominee owners and notes that, in some cases,
it has become aware of lawyers acting as nominee

81  BC Government and Service Employees’ Union Response to Terms of Reference Report Recommendations, p 2.

82
83  Dirty Money 1, p 218.

BC Government and Service Employees’ Union Response to Terms of Reference Report Recommendations, pp 2-3.
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owners on behalf of foreign clients and registering
private mortgages on behalf of known cash facilita-
tors. These matters are discussed in the context of
Dr. German'’s second report, Dirty Money 2.

Dirty Money 2

Dr. German’s second report, Dirty Money 2, address-
es various issues relating to money laundering in
the real estate sector, the luxury vehicle sector, and
the horse-racing sector. His report begins with a
general discussion of organized crime, including
a discussion of the “Vancouver model” and the
presence of Asian, Mexican, and Iranian organized
crime groups in the Lower Mainland. He then ex-
amines the nature and extent of money laundering
in each of these sectors well as the response of reg-
ulators and law enforcement officials, whom he de-
scribes as “woefully unprepared” to deal with the
problem.* In what follows, I review Dr. German’s
key findings in each of these areas.

Real Estate

Real estate is attractive both as a destination for
laundered funds and as a channel to launder the
proceeds of crime. It allows criminals to integrate
illicit funds into the legal economy while providing
a relatively safe investment and a veneer of legiti-
macy and respectability.

Dr. German begins by identifying a number of
money laundering trends in the BC real estate sec-
tor. These trends include

« the movement of foreign capital into the real

estate market by politically exposed persons;

+ the use of underground banking networks

to launder illicit funds;

« the use of “opaque” ownership structures

to conceal beneficial ownership;

84  Dirty Money 2, p 18.
85  Dirty Money 2, pp 61-62.
86 Dirty Money 2, p 59.
87  Dirty Money 2, p 59.

+ the use of property for criminal operations
such as drug production;

« the use of real estate to mix illicit funds
with legitimate income (such as rental
income), making detection and seizure
more difficult;

« the use of cash to repay mortgages;

+ the use of illicit funds to pay for construction
and home renovations, which add value to
the property and allow the owner to earn le-
gitimate income through a subsequent sale;

« the manipulation of property values
through the appraisal process; and

+ the practice of flipping properties to
disguise criminal income.?

Dr. German expresses particular concern about
the lack of FINTRAC reporting by real estate agents
and mortgage brokers, the lack of beneficial own-
ership transparency, the growth of the unregulated
mortgage industry, and the role played by lawyers
in real estate transactions. I discuss each of these
issues in turn.

Lack of Reporting by Real Estate Agents
and Mortgage Brokers
Dr. German states that the lack of FINTRAC report-
ing by BC real estate agents and mortgage brokers is
a significant vulnerability in the real estate sector.

Real Estate Agents
From 2014 to 2018, BC real estate agents submit-
ted a total of 62 suspicious transaction reports to
FINTRAC - an average of about 12 per year.*
Dr. German states that the “lack of reporting to
FINTRAC is of tremendous concern as real estate
agents are on the front line when dealing with cli-
ents who may wish to launder money in real es-
tate.”®” He also states that it is difficult to under-
stand what causes such poor reporting - whether
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it is inadequate training, a fear of reporting,
indifference to the process, or outright repudia-
tion of the law.%® He goes on to say that it is “hard
to believe that in the overheated market of Van-
couver, while the casinos are submitting hundreds
of STRs [suspicious transaction reports] through
[the] British Columbia Lottery Corporation ... the
real estate industry is seeing virtually no suspicious
conduct.”®

The British Columbia Real Estate Association

(BC Real Estate Association) submits that it is work-
ing with the Canadian Real Estate Association,
FINTRAC, and member boards to improve compli-
ance with the relevant provisions of the Proceeds of
Crime (Money Laundering) and Terrorist Financing
Act. However, it emphasizes the need for better ed-
ucation and training with respect to the identifica-
tion and reporting of suspicious transactions and
recommends that

«  FINTRAC implement policies to ensure
consistency in the reports it receives,
including immediate, specific suggestions
for how real estate brokerages can
improve their compliance systems;

+ FINTRAC reach out to sector organizations
to create resources that reflect real-world
situations, including guidelines to identify
suspicious transactions;

« FINTRAC implement public reporting
practices that accurately represent the
results of its analysis; and

+ the Real Estate Council of British
Columbia develop required anti-money
laundering licensing and relicensing
education for realtors.

88  Dirty Money 2, p 59.
89  Dirty Money 2, p 59.

These suggestions were echoed by a real es-
tate working group drawn from the BC Real Es-
tate Association, the BC Notaries Association, the
Appraisal Institute of Canada (BC Association), the
Canadian Mortgage Brokers Association (British
Columbia), and the Real Estate Board of Greater
Vancouver. One of the key recommendations made
by that working group was mandatory anti-money
laundering education for all real estate profession-
als to ensure they are trained in recognizing and
reporting suspicious transactions. The working
group also recommended that

« FINTRAC work with the real estate
industry, regulators, and the provincial
government to improve existing resources
so they better reflect real-world situations;

« FINTRAC and other government agencies
make better use of the “on the ground”
experience of real estate professionals to
develop compliance resources and foster a
culture of compliance; and

«  FINTRAC implement a framework to
identify and report money laundering
trends in language that is consistent and
understandable to real estate professionals,
the public, and the media.”

Although FINTRAC did not respond to
Dr. German’s specific comments in Dirty Money 2,
it states that it “currently conducts extensive out-
reach and education activities with various report-
ing entities to ensure that they understand their
responsibilities” and notes that the 2019 budget
“earmarked funds to enhance compliancel[,] out-
reach and examinations with a focus on real es-
tate and the casino sector in [British Columbia].”*

90  The Maloney Report also identifies the need for better feedback, training, and education for reporting entities. The authors
write that “[rleporting entities do not feel that they generally get effective feedback” and that FINTRAC “reports little pub-
licly that would help the public and policy makers understand the risk imposed by money laundering, the nature of money
laundering or the effectiveness of AML [anti-money laundering] activities” (p 86). They also emphasize the need for FINTRAC
to develop “education, training, and reporting processes, methods and requirements that reflect the realities of the different

industries that are obligated to report” (p 87).

91  Government of Canada Response to Terms of Reference Report Recommendations, p 13.
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FINTRAC also states that it is “working with the
Real Estate Council of B.C. and the Real Estate
Council of Ontario on online training courses
specific to those working in the real estate sector.”*

While I have no reason to doubt these
statements, FINTRAC’s lack of engagement with
the Commission makes it difficult to assess the
effectiveness of those efforts in ensuring that real
estate agents are able to recognize and report
suspicious activity.

Mortgage Brokers
Dr. German also raises concerns about the involve-
ment of mortgage brokers in suspicious transac-
tions and the fact that they are not subject to any
reporting requirements under the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act.”®

He notes that a 2004 study of 83 money laun-
dering cases found that 78 percent involved a mort-
gage that was repaid with illicit funds, and he goes
on to comment that mortgage brokers are well po-
sitioned to observe and report suspicious activity
to FINTRAC.*

The Maloney Report also highlights the oppor-
tunity for mortgage brokers to observe and report
suspicious transactions and recommends that the
BC Minister of Finance suggest to her federal
counterpart that mortgage brokers be added to the
list of reporting entities under the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act.*

While constitutional constraints prevent the
Commission from recommending changes to
that legislation, I am encouraged to hear that
the inclusion of mortgage brokers as reporting

92

93 Dirty Money 2, p 60.
94 Dirty Money 2, p 67.
95  Maloney Report, p 6.
96  Dirty Money 2, p 74.
97  Dirty Money 2, p 74.
98  Dirty Money 2, p 74.
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trusts affecting real estate ownership in the province.

entities is being reviewed and assessed by the
federal government.

Lack of Beneficial

Ownership Transparency
Dr. German also stresses that the use of corpora-
tions, trusts, and nominee owners to purchase
property is a significant vulnerability in the real
estate sector which allows the true (or beneficial)
owner of real property to remain anonymous and
vastly complicates efforts to detect and investigate
money laundering offences.”® These concerns are
particularly acute where the legal owner purchas-
es the property without external financing (with-
out obtaining a mortgage) or borrows money from
a private lender who is not subject to government
oversight.”” In such cases, the beneficial owner can
bypass much of the anti-money laundering scru-
tiny that would be imposed by regulated financial
institutions such as banks and credit unions.*

Dr. German conducted an analysis of proper-
ties held by corporate entities and found that there
were approximately 92,280 such properties in Brit-
ish Columbia, with an assessed value of more than
$150 billion. More than 47 percent of those proper-
ties were vacant, and 29 percent had been acquired
without a mortgage.

Dr. German also analyzed the number of prop-
erties held by trusts. He was able to identify 3,379
properties owned through registered trusts, with
an aggregate assessed value of $6.28 billion.”” More
than half of those properties (58 percent) were pur-
chased without a mortgage, and their declared val-
ue was $1.53 billion.

Government of Canada Response to Terms of Reference Report Recommendations, p 13.

Dr. German notes that his analysis captures only trusts registered on title, which he believes to be a minority of the extant

45
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While it is more difficult to determine the
number of properties held by nominee owners,
Dr. German’s analysis revealed that, in the last
20 years, 33,292 residential properties have been
acquired by purchasers who identified their
occupation as “student,” “homemaker,” or “unem-
ployed” and that 88 of those homes had an assessed
value in excess of $10 million. He also states that
the RCMP found multiple layers of nominee buy-
ers in its E-Pirate investigation,'® forcing it to
abandon further investigation of many properties
that were thought to have been used in the money
laundering scheme.

I pause here to note that the mere fact that a
property was purchased by a corporation, a trust,
or a nominee owner does not mean that it was
purchased with laundered funds. Nor does the
fact that it was acquired without a mortgage or
that it is vacant. However, Dr. German’s figures
provide some insight into the scale of corporate /
nominee ownership in British Columbia as well
as the opportunities available to organized crime
groups intent on parking illicit funds in the BC
real estate market.

On May 16, 2019, the BC Lieutenant Gover-
nor in Council gave royal assent to the Land Own-
er Transparency Act, SBC 2019, ¢ 23. With certain
exceptions, that legislation will require any cor-
poration, partnership, or trustee that is a reg-
istered owner of an interest in land, or that be-
comes a registered owner of an interest in land,

to file a “transparency report” containing certain
information about the corporation, partnership, or
trust as well as any person who is an “interest hold-
er” in the corporation, partnership, or trust.!® It
also creates a beneficial ownership registry where
certain “primary” information about beneficial
owners (such as name, citizenship, and principal
residence) will be accessible by the public, and oth-
er information (such as date of birth, social insur-
ance number, and tax number) will be accessible
by law enforcement, regulators, and tax authori-
ties. Where the owners fail to file a transparency
report or file a transparency report containing
false or misleading information, they are subject to
fines of up to $50,000 or 15 percent of the assessed
value of the property, whichever is greater.'®

During the evidentiary hearings I expect to
hear evidence about whether, how, and to what ex-
tent the use of corporations, trusts, and nominee
owners to purchase property in British Columbia
is a vulnerability in the current regime.

Unregulated Mortgage Lenders
Dr. German also expresses concerns about the
growth of the private lending industry - which he
describes as a “major money laundering vulner-
ability.”'®® He writes that private lenders, such as
mortgage investment companies,'* are regulated
for market conduct purposes but are not subject
to any meaningful anti-money laundering re-
quirements.’® As a result, criminals can invest

100

101

102

103
104

E-Pirate is the project name for a police investigation into a significant money laundering operation allegedly being run by
Paul King Jin and Silver International Investments Ltd.

The term “interest holder” includes the beneficial owner of land registered in the name of a trustee (as defined in section 2), a
“corporate interest holder” (defined in section 3 as including the registered or beneficial owner of more than 10 percent of the
issued shares of a relevant corporation, or the registered or beneficial owner of issued shares that carry more than 10 percent
of the rights to vote at general meetings), or a “partnership interest holder” (defined in section 4 to include a partner in the
partnership or a corporate interest holder of a corporation that is a partner in the relevant partnership).

Land Owner Transparency Act, s 92. For persons other than an individual, the maximum fine is $50,000 or 15 percent of the
assessed value of the property (ss 92(2)). For individuals, the maximum fine is $25,000 or 15 percent of the assessed value of
the property (ss 92(3)).

Dirty Money 2, p 13.

The Maloney Report notes that most (but not all) private lenders structure themselves as mortgage investment companies be-
cause the net income earned by the company can then flow through to investors directly, providing them with a tax advantage.

Dirty Money 2, p 91. Dr. German acknowledges that mortgage investment companies are subject to a form of regulatory over-
sight by the Financial Institutions Commission (now the BC Financial Services Authority) and the BC Securities Commission.
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dirty money in mortgage investment companies
“without spurring uncomfortable questions ...
regarding the source of [their] funds.”'* In many
cases, those funds are loaned to borrowers, with
the criminal receiving “clean” money when the
mortgage is repaid.!” Dr. German also writes
that criminals can access clean funds by obtain-
ing mortgages from private lenders which can be
“quietly” repaid using dirty money.'*®

An analysis conducted by Dr. German in Dirty
Money 2 revealed that mortgages from private lend-
ers were a common feature of properties that had
known or suspected ties to criminal activity. They
also featured disproportionately in his analysis of
other money laundering indicators, such as un-
usual loan-to-value ratios and instances where a
titleholder obtained multiple successive mortgages
that were quickly repaid.

Dr. German makes two key recommendations
with respect to the regulation of private lenders:

+ that the government expand the list of

reporting entities under the Proceeds of
Crime (Money Laundering) and Terrorist
Financing Act to include certain classes of
unregulated lenders; and

+ thatthe province explore additional mea-

sures - such as beneficial ownership disclo-
sure and financial reporting - for entities
such as mortgage investment companies

to deter the use of private mortgages as a
conduit for money laundering.®”

The Maloney Report also recognizes the need
to regulate private lenders and recommends that
the Mortgage Brokers Act, RSBC 1996, c 313, be re-
placed with new legislation that would

106  Dirty Money 2, p 91.

107  Dirty Money 2, p 91.

108  Dirty Money 2, p 91.

109  Dirty Money 2, pp 13-14.
110 Maloney Report, p 79.

+ establish business authorization
requirements for all mortgage lenders
except individuals lending to a small
number of friends and family members;

+ include modern regulatory powers
and requirements;

« establish a governance structure with a
designated management responsible for
compliance vis-a-vis mortgage lenders and
mortgage brokers; and

« make a distinction between the regulation
of mortgage lenders and the regulation of
mortgage brokers, with appropriate provi-
sions for both aspects of the industry.'*°

The BC Ministry of Finance acknowledges that
the Mortgage Brokers Act has not kept pace with
evolving national and international standards. It
has released a consultation paper to elicit discus-
sion and feedback with respect to new legislation
that would require the licensing of all mortgage
brokers, provide for minimum standards of con-
duct, and also increase transparency. One of the
key questions raised in the consultation paper is
whether, and to what extent, private lenders should
be regulated by the province.'!

Likewise, the federal government submits
that it is aware of vulnerabilities in the mortgage-
lending space. It states that these matters are
being “assessed and reviewed in the context of
the Parliamentary review of the [Proceeds of Crime
(Money Laundering) and Terrorist Financing Act].”**?

The BC Civil Liberties Association is the only
participant that opposes these recommendations.
It submits that increasing the number of reporting
entities under the Proceeds of Crime (Money Laun-

111  BC Ministry of Finance, Municipal Brokers Act Review, Public Consultation Paper (January 2020), p 6.

112 Government of Canada Response to Terms of Reference Report Recommendations, p 5.
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dering) and Terrorist Financing Act poses a signifi-
cant threat to privacy rights, without sufficient ev-
idence to demonstrate whether the collection and
retention of this type of information are effective in
meeting its stated goal:
The BCCLA opposes increasing the
number of reporting entities un-
der the PCMLTFA [Proceeds of Crime
(Money Laundering) and Terrorist Fi-
nancing Act] given that this recom-
mendation would continue to erode
Canadians’ right to privacy. Adding
more reporting entities will inevi-
tably capture a greater number of
innocent transactions and the per-
sonal information of innocent indi-
viduals. If more entities are required
to act as de facto agents of the state,
collecting information solely for the
purpose of reporting it, the govern-
ment will acquire vast amounts of
personal information for investiga-
tory purposes without having ever
shown reasonable grounds for ob-
taining this information ...
Similarlyy, BCCLA opposes in-
creasing the scope of information
that FINTRAC s able to collect. These
recommendations pose a significant
threat to privacy rights, as they
will lead to the over-collection and
retention of personal information,
without sufficient evidence to
demonstrate why such information is
necessary and whether its collection
and retention is effective in meeting
its stated goal.'*®
I expect that evidence with respect to the un-
regulated mortgage industry will form a significant

part of the evidence led during the real estate por-
tion of the evidentiary hearings.

Role of Lawyers in Real
Estate Transactions

Dr. German also raises a number of concerns about
the role played by legal professionals in real estate
transactions. His primary concern relates to the al-
leged failure of the federal government to respond
to the decision of the Supreme Court of Canada in
Canada (Attorney General) v Federation of Law Soci-
eties of Canada, 2015 SCC 7 [Federation of Law Soci-
eties]. He writes that Canadians have waited almost
four years for the federal government to develop a
“workaround” that would prevent trust accounts
from becoming a sanctuary for dirty money. He also
characterizes trust accounts as the “black hole” of
real estate and money movement generally and in-
sists that there must be some visibility in terms of
what enters and leaves a lawyer’s trust account. The
“simplest solution,” he suggests, may be to look to
the United States, where lawyers are required to file
reports on any transaction in which they receive
more than $10,000 in cash.!*

In response to these comments, the federal
government submits that it “continues to work to-
ward integrating the legal profession into Canada’s
[anti-money laundering / anti-terrorist financing]
regime.”'® For example:

« In 2018, the Department of Finance opened

a dialogue with the Federation of Law Soci-
eties, which subsequently revised its model
rules to align more closely with certain as-
pects of the federal anti-money laundering /
anti-terrorist financing framework.

« In 2019, the federal government formed a
working group with the Federation of Law
Societies to address the money laundering
risks that may arise in the practice of law.

113 BC Civil Liberties Association Response to Terms of Reference Report Recommendations, pp 8-9.

114 Dirty Money 2, pp 159-60. In making these comments, Dr. German notes that the Law Society of British Columbia “has some
of the strongest rules in place for lawyers” and “takes the issue seriously.”

115 Government of Canada Response to Terms of Reference Report Recommendations, p 6.
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« The Department of Finance is working
with FINTRAC and other partners to
seek ways in which money laundering
vulnerabilities can be addressed while also
respecting the Federation of Law Societies
decision and the Canadian Charter of
Rights and Freedoms.*

The RCMP is supportive of that work and sub-
mits that “the reporting of suspicious transactions
by the legal profession could provide law enforce-
ment enhanced visibility [into] a sector currently
susceptible to exploitation.”’

The Law Society of British Columbia (Law So-
ciety) provided a detailed submission on the steps
it has taken to respond to these concerns. It rec-
ognizes that it plays a vital role in the aftermath
of the 2015 Federation of Law Societies decision
and submits that its role as a professional regula-
tor is to recognize the risks that the legal profes-
sion faces and to address those risks in a pro-
active manner through the enforcement of ethical
conduct rules, the implementation of enhanced
protections to address emerging issues, the con-
duct of compliance audits, and the education of
legal professionals.

The Law Society further submits that it has
taken active steps to respond to three areas iden-
tified by Dr. German as being of particular risk:

+ the completion of real estate trans-

actions with funds received from
foreign jurisdictions;

« the use of trust accounts for purposes

unrelated to the provision of legal
services; and

+ the receipt of cash for the payment of bail,

legal fees, and expenses.

With respect to the first area of risk, the Law
Society submits that it has developed model rules
that require lawyers to obtain and record the
source of money received from their clients. As a
result, BC lawyers are now required to obtain and

record source-of-funds information for any finan-
cial transaction - a requirement that extends be-
yond the scope of real estate and the deposit of
funds from foreign jurisdictions.

With respect to the second area of risk, the Law
Society submits that lawyers cannot accept funds
into trust unless those funds are directly related to
legal services being provided and that lawyers are
expected to make reasonable inquiries to prevent
their trust accounts from being used for an im-
proper purpose. Failure to abide by these obliga-
tions is taken seriously and, if proven, will result in
disciplinary action against the lawyer.

With respect to the third area of risk, the Law
Society states that lawyers are not permitted to en-
gage in any conduct that assists in any crime, dis-
honesty, or fraud and reiterates that its efforts to
address money laundering risks are supported by
its investigation and audit powers.

The Law Society also indicates that it would
welcome the receipt of information from
FINTRAC with respect to potential lawyer mis-
conduct and notes that it has developed protocols
with Crown counsel and law enforcement agen-
cies for the search of law offices. In its submission,
these protocols give law enforcement agencies
access to information while, at the same time,
properly addressing issues of privilege.

The Canadian Bar Association of British Colum-
bia emphasizes a number of fundamental points ar-
gued in the Federation of Law Societies case, including

« the fundamental importance of an

independent bar and respect for solicitor-
client privilege;

« the need to ensure that lawyers are not

conscripted to become agents of the
state; and

+ the concomitant need for self-regulation by

the provincial law societies.
It also submits that the overwhelming majority of
lawyers in Canada adhere to the highest legal and

116 ~ Government of Canada Response to Terms of Reference Report Recommendations, p 6.

117  Government of Canada Response to Terms of Reference Report Recommendations, p 7.
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ethical standards and, like all citizens, are bound
by the provisions of the Criminal Code.

The Criminal Defence Advocacy Society
expresses concern about numerous aspects of
Dirty Money 2, including Dr. German’s
characterization of lawyers as “black holes”
and his reference to solicitor-client privilege as
something that “lawyers enjoy, and jealously
guard.”’® It submits that these comments are
highly disturbing insofar as they “disregard
or delegitimize the pro-social and essential
role that lawyers and solicitor-client privilege
play in developing and sustaining a free and
democratic society.”'® Moreover, it argues that
solicitor-client privilege exists principally to
protect the rights of private citizens who, as
they make important life decisions, seek an
understanding of the legal implications of those
decisions.

I pause here to note that I do not necessarily
read Dr. German’s comments as disparaging the
important role that lawyers (and solicitor-client
privilege) play in a free and democratic society.
His main point, as [ understand it, is that the use of
trust accounts is a major impediment to the detec-
tion and investigation of money laundering activity
in the real estate sector.'®

I agree with Dr. German that this issue needs to
be examined and look forward to hearing evidence
and submissions with respect to this issue during
the evidentiary hearings.

118 Dirty Money 2, pp 124, 159.

Luxury Vehicles

Dr. German states that money laundering through
automobiles is an international problem that has
never been examined in detail in Canada. It typi-
cally involves the purchase of a luxury vehicle with
cash or cash-like instruments, allowing the pur-
chaser to convert illicit funds into an asset that can
later be sold.’ In a slight variation of that strategy,
criminals can also obtain manufacturer financing
to purchase a luxury vehicle and pay off the loan
through the use of illicit funds.'* At present, there
are no mandatory reporting obligations on luxury
vehicle dealerships. The sector is largely unreg-
ulated, with no restrictions on the use of cash to
purchase luxury vehicles. Moreover, the “grey mar-
ket” export of luxury vehicles to other countries is
a well-known money laundering strategy which al-
lows the purchaser to realize a significant profit on
the sale of the vehicle and apply for a provincial
sales-tax rebate at home.'*

Dr. German states that it is difficult to draw a
distinction between bags of cash arriving in a ca-
sino and bags of cash arriving at a luxury car deal-
ership. He strongly recommends that luxury car
dealerships be added as reporting entities under
the Proceeds of Crime (Money Laundering) and Ter-
rorist Financing Act. He also recommends that con-
sideration be given to a prohibition on the receipt
of $10,000 or more in cash as well as geographic
targeting orders.'*

119 Criminal Defence Advocacy Society Response to Terms of Reference Report Recommendations, p 6.

120 Indeed, Dr. German’s statement that lawyers are the “black hole” of real estate and money movement is preceded by the state-
ment that they are in that position “through no fault of their own” (Dirty Money 2, p 159).

121 Dirty Money 2, p 164.

122 Dirty Money 2, pp 164-66. Other money laundering strategies include the payment of a cash deposit to “hold” a luxury vehicle,
with those funds being returned, by cheque, the following day when the prospective purchaser changes his or her mind
about the purchase. Dr. German notes that $100,000 can quickly be laundered by organized crime groups by having straw

buyers undertake that strategy at a few luxury car dealerships.

123 Dirty Money 2, pp 183 and 197-98.

124 Dirty Money 2, p 192. Geographic targeting orders are a tool used in jurisdictions such as the United States to combat money
laundering. In basic terms, they place heightened reporting obligations on financial institutions and other reporting entities
in geographic areas where significant money laundering activity is believed to be occurring.
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BMW Canada Inc. (BMW) was the only
participant that provided a substantive response
to these findings and recommendations. While
supportive of a prohibition on the receipt of cash
in excess of $10,000, it opposes Dr. German’s
recommendation that luxury car dealerships be
added as reporting entities under the Proceeds of
Crime (Money Laundering) and Terrorist Financing
Act. Rather, it submits that a provincial regulatory
body should be formed to collect information
from luxury car dealers and make its own
assessments and reports to FINTRAC. It further
submits that a provincial regulatory body created
for that purpose would be “more effective than
FINTRAC at establishing working relationships
with the local dealer network, gathering necessary
information and determining which information
is actionable.”®

BMW also expresses concern about the export
of stolen and fraudulently obtained vehicles from
British Columbia. It submits that the grey market
is unregulated from a financial crime perspec-
tive, resulting in very little being known about the
persons and companies involved. BMW urges this
Commission to consider recommending that the
province and the federal government take steps
to regulate the export of luxury vehicles from
British Columbia.

Horse Racing

Dr. German states that the horse-racing industry
is vulnerable to money laundering in many of the
same ways as the gaming sector.'* However, horse
racing also involves a number of unique money
laundering opportunities, such as the purchase of
racehorses with illicit funds.

While recognizing that the horse-racing indus-
try is much less of a concern than other sectors of
the economy, he recommends that

+ source-of-funds declarations be used
both at horse-racing venues and when
individuals are purchasing racehorses;

« anti-money laundering training be
provided to all staff who work at live
horse-racing and tele-theatre venues;

« regulation of the horse-racing sector be
transitioned from the Gaming Policy and
Enforcement Branch to the independent
gambling control office; and

« horse racing be added to the mandate
of the designated police unit for the
gaming industry.'*’

The Gaming Policy and Enforcement Branch
submits that the province is considering the reg-
ulatory structure of the horse-racing industry as
part of its review of the Gaming Control Act.

Likewise, Great Canadian, which operates the
two live racetracks in British Columbia, does not op-
pose the use of source-of-funds declarations at horse-
racing venues. It further submits it has already taken
steps to implement anti-money laundering training
programs for its racetrack employees.

Other Forms of Money Laundering

Dr. German also identifies other areas of the BC
economy that are vulnerable to money laundering.
These areas include

+ money services businesses;

+ illegal cannabis cultivation and sales;

« luxury boat sales;

« pianos and high-value musical instruments;

« auctions;

+ fisheries licences;

« public and private colleges;

* cryptocurrency,

- misuse of trade transactions (referred to as

“trade-based money laundering”); and
« use of foreign credit cards.

125 BMW Response to Terms of Reference Report Recommendations, p 8.

126  For example, it provides opportunities for refining, where small-denomination bills are converted into large-denomination bills.

127 Dirty Money 2, p 211.
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I expect that many of these vulnerabilities
will be the subject of evidence during the eviden-
tiary hearings.

Law Enforcement Response

Dr. German concludes with some findings and rec-
ommendations with respect to the response of law
enforcement agencies. He writes that the federal
government has created an anti-money laundering
regime that is focused on compliance but has “not
infused equivalent resources into enforcement and
prosecution [of money laundering offences].”® He
also states that many reporting entities are critical of
the federal anti-money laundering regime because
of the lack of tangible results and that FINTRAC is
nothing more than a collector of information unless
the intelligence in its database is readily available to
law enforcement agencies.'” The perceived need for
better transmission of information from FINTRAC
to law enforcement is a recurring theme in the work
performed by the Commission to date and will be the
subject of evidence during the evidentiary hearings.

The Maloney Report

On March 31, 2019, Professors Maureen Maloney,
Tsur Somerville, and Brigitte Unger delivered a
report to the BC Minister of Finance on money
laundering in the real estate sector (the Maloney
Report). The report reviews the political, social,
and economic harms caused by money launder-
ing in real estate and attempts to quantify the total
amount of money laundered through the BC econ-
omy as well as the impact of money laundering ac-
tivity on housing prices.

It also contains a series of recommendations
aimed at closing regulatory gaps and strengthen-
ing the current anti-money laundering regime.

128
129
130
131

Dirty Money 2, p 274.
Dirty Money 2, p 274.
Maloney Report, pp 13-14.
Maloney Report, pp 48, 57.

Political, Social, and Economic Harms
of Money Laundering

The Maloney Report begins with some comments
about the political, social, and economic harms
caused by money laundering. Among other things,
the authors note that

« money laundering and its effects
“corrode the very fabric of society”
and make an impact on all spheres of a
functioning democracy;

« where money launderers gain a stronghold
in a country, province, or city, their
influence will have significant adverse
consequences for democracy and the rule
of law;

« wealthy criminals not only import
crime and the proceeds of crime but
engage in widespread corruption and
bribery of officials and political actors, to
ensure that their activities can continue
unimpeded; and

« money laundering encourages criminal
activity and has disruptive effects on the
economy by increasing market prices and
negatively affecting legal businesses.'®

The authors then attempt to quantify the to-

tal amount of money laundered through the BC
economy as well as the impact of money launder-
ing activity on housing prices. They estimate that
approximately $7.4 billion was laundered through
the BC economy in 2018 (up from $6.3 billion in
2015) and that money laundering activity has
made housing prices 3.7 percent to 7.5 percent
higher than they would have been in the absence
of money laundering.**

While these figures provide a useful starting

point for the work of this Commission, it is import-
ant to recognize the limitations associated with
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these numbers. In estimating the total amount of
money laundered through the BC economy, the
authors used an economic model known as the “grav-
ity model.” In basic terms, that model uses national
crime data to calculate the revenue generated from
various types of criminal activity as well as the per-
centage of those fundsthatarelaundered (asopposed
to being reinvested in the criminal enterprise). The
model then attempts to calculate the percentage of
laundered funds that are laundered within the prov-
ince (as opposed to other jurisdictions) as well as the
“inflow” of illicit funds from other jurisdictions to be
laundered in British Columbia. At each stage of the
process, itis necessary to make a variety of estimates
and assumptions, often in the absence of any
reliable data.

While the authors are fully transparent about
the limitations of their approach and quite proper-
ly acknowledge that there is a “large margin of er-
ror due to [the] lack of measured data,’*® I have
concerns about the use of the gravity model to
make decisions about public policy. I will return to
these issues in Part Three (below).

Recommendations

The Maloney Report also makes 29 recommen-
dations aimed at closing regulatory gaps and
strengthening the current anti-money laundering
regime in the real estate sector.

Beneficial Ownership Transparency
One of the key recommendations in the Maloney
Report is that the province take steps to create a
land-owner transparency registry as quickly and
effectively as possible.!*
I have addressed that issue in the context of
Dirty Money 2 (above).

132
133
134
135

Maloney Report, p 46.
Maloney Report, p 75.
Maloney Report, p 76.

order to exercise any rights attached to those shares.

Corporate Transparency
A second set of recommendations relates to the
need for greater beneficial ownership transparen-
cy in the corporate sector. More specifically, the
authors recommend that
+ the provincial government fulfill a
commitment made under the Agreement
to Strengthen Beneficial Ownership
Transparency to require corporations to
maintain beneficial ownership information
and to require existing bearer shares to be
converted into shares compliant with the
Business Corporations Act, SBC 2002, ¢ 57;

« the BC Minister of Finance encourage
other finance ministers to implement
the Agreement to Strengthen Beneficial
Ownership Transparency; and

+ the provincial government develop a
discussion paper with draft legislation
to begin consultations with respect to
the implementation of a full corporate
beneficial ownership registry.’**

In response to these recommendations, the
provincial government amended the Business Cor-
porations Act to require private companies to main-
tain a transparency register with accurate and up-
to-date information with respect to the identity of
“significant individuals” (defined in section 119.11
as individuals holding 25 percent or more of the is-
sued shares of a company, or issued shares of the
company that carry 25 percent or more of the right
to vote at general meetings).'®

The province has also released a consultation
paper on a public beneficial ownership registry in
which it sought input on matters such as

« public access to the registry;

+ verification of beneficial

ownership information;

The amendments also require existing bearer shares to be converted to shares compliant with the Business Corporations Act in
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+ the potential impact on

business operations;

« compliance and enforcement; and

+ issues relating to the extension of the

beneficial ownership registry to trusts
and partnerships.

These efforts have garnered support from var-
ious participants, including the RCMP and the BC
Real Estate Association, though a number of issues
identified in the consultation paper are deserving
of further study.’*

Regulatory Compliance

Another recommendation contained in the Maloney
Report is that individual real estate licensees be re-
sponsible for compliance with the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act and
the Real Estate Services Act, SBC 2004, c 42.* The
authors state that the current regulatory model, in
which each real estate brokerage has a “managing
broker” responsible for compliance, was developed
when the predominant business model involved bro-
kerages owned and managed by senior real estate
practitioners who employed a group of salespeople
working under their direction. Today, the dominant
business model involves salespeople operating in-
dependently and sharing certain business costs and
services with other salespeople, and the authors
write that having a managing broker is simply a busi-
ness cost they are forced to share:

Today the business models common

in the real estate industry are based

on salespeople not being employees

but rather operating independently

and sharing certain business costs

and services with other licensees.

For them, having a managing bro-

ker is a business cost that they are
forced by the regulatory structure to
share. The managing broker works
for the licensees, not the other way
around, and there is an incentive to
have as many salespeople as possi-
ble under a given managing broker
in order to reduce costs. In practice,
these business models, together with
large numbers of salespeople, give
the managing broker little or no au-
thority to oversee the activities of the
licensees or ensure that they comply
with RESA or PCMLTFA. %

On October 17, 2019, the Office of the Superin-
tendent of Real Estate published a discussion pa-
per on the role of managing brokers in the BC real
estate industry. The discussion paper included var-
ious options for “reframing” that role, and a sum-
mary of the feedback received from the real estate
industry was published on July 8, 2020.

While shifting more responsibility to licensees
makes sense from an anti-money laundering per-
spective, there may be other ways of approaching
the problem, and I expect to hear evidence with re-
spect to these issues during the evidentiary hearings.

Real Estate Services Act Exemptions

The Maloney Report also states that the exclu-
sion of developers and their salespeople from
the licensing requirements contained in the Real
Estate Services Act is a “gap” in the province’s anti-
money laundering regime, and it recommends that
the statute be amended to remove that exemption.
It also recommends that the province consider
whether appraisers and home inspectors should be
licensed under that legislation.'®

For example, the federal Standing Committee on Finance has taken the view that access to the beneficial ownership registry

should be limited to law enforcement and regulators, whereas the authors of the Maloney Report submit that it should be

“transparent, public and easily accessible.”
137
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Maloney Report, p 78.
Maloney Report, p 78.
Maloney Report, pp 78-79.
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The RCMP supports these recommendations

and suggests that specialized expertise be de-
veloped within the industry to address issues of
non-compliance.

The BC Real Estate Association also supports

these recommendations insofar as they apply to
developers’ salespeople (and potentially home in-
spectors). However, it submits that licensing for
developers has the potential to complicate the reg-
ulatory framework for the real estate industry.

Mortgage Brokers and Mortgage Lenders

One of the more significant recommendations
made in the Maloney Report is that the BC Minis-
ter of Finance recommend to her federal counter-
part that the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act be amended to include
mortgage lenders and mortgage intermediaries in
the list of reporting entities.'*

The Maloney Report also recommends that the

Mortgage Brokers Act be replaced with new legisla-
tion that would

140
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+ establish business authorization
requirements for all mortgage lenders
except individuals lending to a small
number of friends and family members;

+ include modern regulatory powers
and requirements;

+ establish a governance structure with
designated management responsible for
compliance vis-a-vis mortgage lenders and
mortgage brokers; and

« make a distinction between regulation of
mortgage lenders and regulation of mort-
gage brokers, with appropriate provisions
for both aspects of the industry.'*

Maloney Report, pp 83-84.
Maloney Report, p 79.

I have discussed these matters in the context of
Dr. German'’s second report (Dirty Money 2).

Money Services Businesses
Another important recommendation in the Malo-
ney Report is that the provincial government con-
sider developing a regulatory regime for money
services businesses to be operated by the Financial
Institutions Commission (now the BC Financial
Services Authority).!*

Money services businesses are reporting entities
under the Proceeds of Crime (Money Laundering) and
Terrorist Financing Act and account for the largest
number of suspicious transaction reports submit-
ted to FINTRAC. However, the regulation of finan-
cial businesses is not FINTRAC’s core mission and
“concerns have been raised about the effectiveness
of the FINTRAC registry as a regulatory regime.”***

Indeed, the BC Lottery Corporation conducted
an extensive review of the anti-money laundering
compliance regime of money services businesses
and was “unable to identify any Canadian [money
services business] with an acceptable [anti-money
laundering] compliance regime that would ade-
quately mitigate or prevent money laundering or
terrorist financing risks.”**

The RCMP strongly supports this recommen-
dation and states that “unregistered and under-
ground MSBs pose a particular challenge.”* While
law-abiding entrepreneurs who want to open a
money services business will usually register with
FINTRAC, the use of unregistered money services
businesses to launder illicit funds is an area of sig-
nificant concern.

The Ministry of Finance also supports this rec-
ommendation. In March 2020, it released a consul-

Maloney Report, p 81. In basic terms, money services businesses are businesses that provide payment, money transfer, and

foreign exchange services.

Maloney Report, p 80.

BC Lottery Corporation Supplemental Response to Terms of Reference Report Recommendations, p 20.

Government of Canada Response to Terms of Reference Report Recommendations, pp 3-4.
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tation paper on the potential regulation of money
services businesses and is currently reviewing the
feedback received by stakeholders.*

I agree that money services businesses are an
area of vulnerability and expect to hear evidence
with respect to these issues during the evidentia-
ry hearings.

Unexplained Wealth Orders

One of the more controversial recommendations
contained in the Maloney Report is that the prov-
ince consider introducing unexplained wealth or-
ders as a measure to combat money laundering in
the real estate sector.'”” Unexplained wealth orders
are an anti-money laundering tool used in juris-
dictions such as the United Kingdom to seize assets
that are suspected of being purchased with illicit
funds. Where a specific threshold is met, courts
can make orders requiring the owners of particular
assets to establish that they were purchased with
legitimate funds. If the owner is unable to do so,
the state can take steps to seize the assets.

While the threshold for making such an order
varies from state to state, the UK Criminal Financ-
es Act, 2017 (c 22), provides a good example of the
types of requirements that could be imposed. Un-
der that statute, a court can make an unexplained
wealth order only where it is satisfied that the
person against whom the order is made is a polit-
ically exposed person or that there are reasonable
grounds to suspect that the person is, or has been,
involved in a serious crime, whether in the United
Kingdom or elsewhere, or is connected with a per-
son who is, or has been, involved in such a crime.
The court must also be satisfied that

+ the value of the property is greater

than £50,000;
+ the person against whom the order is made
“holds” the property; and

« there are reasonable grounds to suspect
that the person’s known sources of
lawfully obtained income would have been
insufficient to allow the respondent to
obtain the property.'*

Unexplained wealth orders can be a useful tool
in cases where the difficulty of gathering evidence
precludes a criminal prosecution or the use of civil
forfeiture tools. They may also deter the use of the
BC real estate industry as a safe haven for people
hiding wealth, whether from legitimate or illegiti-
mate sources. However, the viability of these orders
in the Canadian context is a matter of debate, and
they are staunchly opposed by civil liberties groups.
The BC Civil Liberties Association expresses partic-
ular concern about the erosion of privacy rights, the
presumption of innocence, and constitutional pro-
tections against unreasonable search and seizure:

The implementation of [unex-
plained wealth orders] would be
fraught with serious civil liberties
implications, including an erosion
of privacy rights, doing away with
the presumption of innocence and
subverting the rights that shield Ca-
nadians from unreasonable search
and seizure. [Unexplained wealth
orders] are specifically focussed on
questionable sources of wealth and
allow confiscation [of property]
without finding a crime. With [unex-
plained wealth orders], anyone tar-
geted by the government would be
required to prove that they bought
their property using legitimate
sources of income. The Province
would not need to show any link
to criminal activity and the onus
would then lie on the property-

146 The consultation paper can be found at https://engage.gov.bc.ca/govtogetherbc/impact/38496/.

147 Maloney Report, p 81.

148 Under section 362F, a statement made in response to an unexplained wealth order may not be used in evidence against that
person in criminal proceedings. A copy of that legislation can be found at: https://www.legislation.gov.uk/ukpga/2017/22/in-

troduction/enacted.
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owner to show that the property
was obtained lawfully. [Emphasis
in the original.]*¥
Ilook forward to hearing evidence and submis-
sions with respect to these important issues during
the evidentiary hearings.

Oversight of Provincial Regulators
The Maloney Report also builds on one of the rec-
ommendations made in the Perrin Report (Real Es-
tate Regulatory Structure Review) and suggests that
the provincial government consider options for
setting regulatory practice standards for all gov-
ernment regulators, including self-regulatory or-
ganizations such as the Law Society. The authors
go on to state that the United Kingdom has estab-
lished oversight bodies for self-regulatory organi-
zations in the health and professional sectors and
suggest that “such an approach might help ensure
the competence and effectiveness of government
regulators ... requiring them to meet overarching
standards related to regulatory practice.”*

Legal Professionals

Another recommendation in the Maloney Report
is that the BC Minster of Finance suggest that
her federal counterpart consider incorporating
legal professionals in the anti-money laundering
framework by requiring them to report suspicious
transactions to the Law Society (as opposed to
FINTRAC).'>® While I have concerns about the
ability of the Law Society to act as a financial
intelligence unit, I look forward to hearing
evidence and submissions with respect to this
proposal during the evidentiary phase of the
Commission’s process.

Maloney Report, p 82.
Maloney Report, p 84.
Maloney Report, p 84.
Maloney Report, pp 84-85.

Beneficial Ownership Information

The Maloney Report also recommends that the BC
Minister of Finance suggest to her federal counter-
part that the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act be amended to require
reporting entities in the real estate sector to con-
duct know-your-customer due diligence on benefi-
cial ownership.'*

At present, there is no obligation on reporting
entities to confirm the identity of any person who
has an ownership interest in a corporate client and
the authors write that looking beyond legal own-
ership to beneficial ownership seems to be a rea-
sonable know-your-customer requirement. They
also recommend that the threshold for beneficial
ownership verification be reduced from 25 percent
(the threshold recommended by the Financial Ac-
tion Task Force) to 10 percent.'*®

The BC Real Estate Association opposes these
recommendations in large part because of the
administrative burden they would place on real
estate agents. In a presentation made to the feder-
al Standing Committee on Finance, the Canadian
Real Estate Association stated that many real es-
tate brokers are frustrated and confused about the
“overwhelming” reporting and record-keeping re-
quirements created by the Proceeds of Crime (Mon-
ey Laundering) and Terrorist Financing Act. It also
warned that imposing new requirements around
beneficial ownership and politically exposed per-
sons would “cause significant frustration and in-
crease the cost of compliance drastically.”*>*

The BC Civil Liberties Association also opposes
these recommendations. It submits that reporting
entities under the Proceeds of Crime (Money Laun-
dering) and Terrorist Financing Act serve as de facto

BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 7.

BC Real Estate Association Response to Terms of Reference Report Recommendations, p 13.
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agents of the state, collecting information solely
for the purpose of reporting it to FINTRAC. It cau-
tions that increasing the type of information col-
lected by real estate brokerages poses a significant
threat to privacy rights, without sufficient evidence
to demonstrate whether the collection and reten-
tion of this type of evidence are effective in meet-
ing their stated goal.’®®

Information Sharing with
Provincial Regulators

The Maloney Report also recommends that the
BC Minister of Finance suggest to her federal
counterpart that the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act be amend-
ed to authorize FINTRAC to provide information
to a wider group of regulators and investigative
agencies.’® At present, FINTRAC is entitled to
disclose actionable information only to the fol-
lowing agencies:

+ police forces;

« the Canada Revenue Agency;

« the Agence du revenue du Québec;

« the Canada Border Services Agency;

+ the Communications Security

Establishment;
+ the Competition Bureau; and
« an agency or body that administers the
security legislation of a province.

Moreover, FINTRAC can disclose information
to those agencies only where it has reasonable
grounds to suspect that the information would
be relevant to specific criminal or quasi-criminal
offences, as set out in the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act.

155

The Maloney Report suggests that these lim-
itations are not consistent with international best
practices and argues that the disclosure of ac-
tionable information to regulators in a Charter-
compliant manner would strengthen the anti-
money laundering regime by allowing regulators
to take action beyond the investigation and pros-
ecution of money laundering offences as a crime.

FINTRAC acknowledges that there are limits
on its ability to disclose information but submits
that “other avenues exist for collaboration be-
tween FINTRAC and provincial regulators.”**” In
support of that submission, it points to the infor-
mation-sharing partnerships it has pursued with
agencies such as the Real Estate Council of Brit-
ish Columbia and the Investment Industry Regu-
latory Organization of Canada.

The BC Civil Liberties Association strongly
opposes these recommendations and submits
that expanding the ability of FINTRAC to share
information with regulators will inevitably lead
to the over-collection of sensitive information.
That excess, in turn, will result in a “blurring of
mandates between institutional bodies in a man-
ner that could give rise to violations of privacy
rights and individual liberties.”**®

Data-Sharing Framework
Another recommendation contained in the Malo-
ney Report is that the province take steps to im-
plement a comprehensive data-sharing framework
among regulatory agencies. More specifically, the
authors recommend that
« the provincial government implement a
data-sharing framework that provides each

The BC Civil Liberties Association also opposes the amendment of the Proceeds of Crime (Money Laundering) and Terrorist

Financing Act to add mortgage brokers and mortgage lenders to the list of reporting entities. It submits that adding more
reporting entities will inevitably capture a greater number of innocent transactions and allow the government to acquire vast
amounts of personal information for investigatory purposes, without reasonable grounds for obtaining that information.

Maloney Report, pp 85-86. On a related note, the report also recommends that the BC Minister of Finance suggest to her

federal counterpart that the list of agencies in the Proceeds of Crime (Money Laundering) and Terrorist Financing Act for which
judicially authorized disclosure of information from FINTRAC can be sought be expanded.

Government of Canada Response to Terms of Reference Report Recommendations, pp 8-9.

BC Civil Liberties Association Response to Terms of Reference Report Recommendations, p 9.
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anti-money laundering agency with access

to public-domain data, including land

data, in a way that facilitates analysis and

investigation; and

+ the provincial government conduct a

comprehensive review of data sharing

and confidentiality relating to anti-money

laundering activities to ensure that the

best use is made of government data in

combatting money laundering and market

manipulation while respecting privacy

and confidentiality.'®®
Both recommendations garnered widespread
support from participants, including the RCMP,
the Ministry of Finance, the Law Society, the BC
Real Estate Association, and BMW. The only par-
ticipant opposed to these recommendations was
the BC Civil Liberties Association, which cautions
that mass data sharing between government agen-
cies would constitute a serious breach of privacy
and cause a “blurring” of governmental mandates
and responsibilities.

Investigation and Enforcement

One of the final recommendations in the Maloney
Report is that the BC Ministry of Finance create a
specialized, multidisciplinary, financial investiga-
tions unit to assist regulatory agencies in taking
action against money laundering. The report also
recommends that the Ministry of Finance create
formal coordination mechanisms between the
financial investigations unit and the various fed-
eral and provincial regulators with an anti-money
laundering mandate.®

In response to that recommendation, the Min-
istry of Finance created the Finance Real Estate
and Data Analytics Unit to develop the analytical
capacity to support anti-money laundering initia-
tives and tax policy analysis. Moreover, the Attor-

159 Maloney Report, p 91.
160 Maloney Report, p 94.

ney General of British Columbia is considering an
anti-money laundering fusion centre to support a
“collaborative, integrated and coordinated” regula-
tor response to money laundering.'®!

The Perrin Report

On April 18, 2018, the BC Minister of Finance re-
tained Dan Perrin to undertake a review of the
current state of real estate regulation and to de-
velop recommendations on how best to ensure
the effective regulation of real estate activity in
British Columbia.

Mr. Perrin’s report, entitled Real Estate
Regulatory Structure Review, concludes that
regulatory structure is a significant factor
contributing to the dysfunction in the relationship
between the Office of the Superintendent of Real
Estate and the Real Estate Council of BC and
recommends four key changes to the current
regulatory structure:

+ that the regulatory enforcement
responsibilities of the Office of the
Superintendent of Real Estate and the Real
Estate Council of BC be amalgamated with
the Financial Institutions Commission
(now the BC Financial Services Authority);

+ that the public policy development
function be controlled by the Ministry
of Finance;

+ that the provincial government consider
whether there should be oversight for
regulators in British Columbia; and

+ that the government conduct a policy
review of real estate regulatory
requirements, including a review of the
existing requirements contained in the
Real Estate Services Act and a review of
those not currently subject to regulation.s

161  Exhibit 61, BC Compliance and Enforcement Anti-Money Laundering Fusion Centre (Slide Deck) (May 2019).

162  Perrin Report, p 4.
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While these recommendations raise a broad
set of policy concerns, many of which are unrelat-
ed to the work of the Commission, three of them
have particular relevance to the issue of money
laundering. The first relates to the recommenda-
tion that responsibility for public education, edu-
cation of licensees, and professional conduct be
transferred to the Financial Institutions Commis-
sion (now the BC Financial Services Authority).
Many stakeholders in the real estate sector have
emphasized the need for better training and edu-
cation for real estate professionals, and any new
regulator created by the province must be given
responsibility for those matters.

The second relates to the recommendation that
supervisory and accountability mechanisms be put
in place to ensure that regulators maintain rigorous
practice levels. While these types of mechanisms
may ensure that regulators enforce strict anti-
money laundering requirements, it may be possible
to achieve the same effect through other means.

The third relates to the recommendation that
the government conduct a policy review of real es-
tate regulatory requirements, including a review
of the existing requirements contained in the Real
Estate Services Act and a review of those not current-
ly subject to regulation. Both the Maloney Report
and Dirty Money 2 suggest that the province should
consider imposing anti-money laundering require-
ments on certain professionals who may be in a po-
sition to observe and report suspicious transactions
and argue that any such review should take into
account the opportunities available to these profes-
sionals to observe and report suspicious behaviour.
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Part Three:

Issues to Be Addressed

Because of the breadth of the Commission’s man-
date, a significant component of its work to date has
been identifying relevant issues to be addressed.
These issues include:

«  whether money laundering is a problem
worth addressing;

« whether it is possible to quantify the
volume of illicit funds being laundered;

+ the methods and techniques used by those
engaged in money laundering activity;

+ the response to money laundering at
senior levels of government;

« the extent, growth, evolution, and methods
of money laundering in each sector
identified in the Terms of Reference;

« approaches to money laundering in other
jurisdictions;

+ barriers to effective law enforcement;

« asset forfeiture; and

+ other money laundering vulnerabilities.

In what follows, I provide an overview of each of
these issues and comment on the evidence I expect
to hear during the evidentiary hearings.

Is Money Laundering a Problem
Worth Addressing?

Money laundering is a crime in Canada - and has
been since 1990. Its roots in the soil of criminal
law are not deep, but they have taken hold as
those involved in criminal activity have exploited
Canada’s economic system to disguise the profits of
their illegal activity.

Despite the expansion of the law respecting
money laundering, a 2016 evaluation of Canada’s
anti-money laundering regime indicates that
“law enforcement results are not commensurate
with the [money laundering] risk and asset recov-
ery is low.” Where the underlying (or predicate)
offence occurs in Canada, there is a tendency for
law enforcement agencies to pay more attention
to that offence as opposed to related money laun-
dering offences.

Where the predicate offence takes place outside
Canada, the expense, complexity, and difficulty of
securing evidence has often hindered investiga-
tions and prosecutions.

1 Exhibit 4, Overview Report: Financial Action Task Force, Appendix N, p 3.
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Canada’s Participation in the Evolution
of Anti-Money Laundering Policies
and Procedures

Despite the paucity of investigations and convic-
tions for money laundering in Canada, the regime
that has grown up around Canada’s commitment
to an anti-money laundering response is both
elaborate and expensive. This system, along with
Canada’s criminal sanctions against money laun-
dering, arises from a resolution at the Paris Sum-
mit of the Group of Seven (G7) countries in 1989
to support an international effort to stem the tre-
mendous profits generated from drug trafficking
by targeting attempts to bring those profits into
the legitimate economy.

The G7 resolution prompted the creation of
the Financial Action Task Force to examine money
laundering techniques and trends, review action
taken at both the national and the international
level, and identify additional measures that could
be taken to prevent money laundering activity.

The Financial Action Task Force developed
a list of 40 recommendations (the Forty Recom-
mendations) that provide the foundation of anti-
money laundering regimes in the G7 and many
other countries throughout the world. The Forty
Recommendations called for “the strengthening
of domestic criminal justice systems with a partic-
ular emphasis on the development of legislative
and enforcement techniques ... designed to under-
mine the financial power of trafficking networks
and similar crime groups.”? They also involved
private financial-sector participants in the efforts
to detect and prevent money laundering (some-
thing thathad notbeen tried before) and embraced
the need for wide-ranging and high-quality inter-
national co-operation. Subsequently, in 1995-96,

2 Exhibit 19, Report of Professor William Gilmore, May 2020, p 5.

the Financial Action Task Force recommended
extending the predicate offences for money laun-
dering beyond the original area of concern - drug
trafficking - and expanded the recommended list
of private-sector participants to include certain
non-financial businesses. In June 2003, the Finan-
cial Action Task Force adopted a new version of
the original Forty Recommendations. The signifi-
cant modifications were as follows:

« specification of a list of crimes that must
underpin the money laundering offence;

+ expansion of the due diligence
process in regard to customers for
financial institutions;

« enhanced measures for higher-risk
transactions and customers, including
correspondent banking?® and politically
exposed persons;

« extension of anti-money laundering
measures to designated non-financial
businesses and professions (casinos;
trust and company service providers;
real estate agents; dealers of precious
metals / stones; accountants; and
lawyers, notaries, and independent
legal professionals);

« inclusion of key institutional measures,
notably those regarding international
co-operation;

« improvement of transparency
requirements through adequate and
timely information on the beneficial
(true) ownership of legal persons such as
companies or arrangements such as trusts;

« extension of many anti-money launder-
ing requirements to cover terrorist
financing; and

+ prohibition of shell banks.*

3 In general terms, correspondent banking refers to the practice of one financial institution providing financial services to
another financial institution (usually in another country). The practice allows financial institutions in one country to access
financial services and provide a variety of cross-border payment services to customers in other jurisdictions.

4 Exhibit 19, Report of Professor William Gilmore, May 2020, para 8.
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In 2012, the Financial Action Task Force made
further changes to the Forty Recommendations
which include the following:

« extension of the scope of predicate offences

for money laundering to include tax crimes;

« strengthening of the regime as it relates to
corruption, especially in the context of the
treatment of politically exposed persons;

« enhancement of requirements relating
to transparency with regard to the
ownership and control of legal persons and
arrangements (e.g., companies, trusts);

+ introduction of more stringent expectations
concerning the role of law enforcement
agencies and financial intelligence units® in
efforts to combat money laundering and the
financing of terrorism; and

« application of a risk-based approach to
money laundering and terrorist financing.°

The Financial Action Task Force has played a
continuing role in the anti-money laundering re-
gimes of Canada and the other countries that have
adopted the Forty Recommendations. It monitors
members’ implementation of its recommendations
and carries out “an ambitious external relations pro-
gramme to promote the greatest possible mobilisa-
tion of effort in the wider international community
to counter [money laundering] activity.”’

For the purposes of this section, I do not find
it necessary to go into detail about the scope or
the impact of the Financial Action Task Force rec-
ommendations or its ongoing efforts to monitor
and evaluate compliance with the Forty Recom-
mendations. It is sufficient, rather, to quote from

(@3]

such as financial institutions and casinos.

O 0~ Oy

SC 2000, ¢ 17.

Professor Gilmore’s report:

While the expectations contained

in the FATF package of counter-

measures have become progres-

sively broader in scope and more

challenging and detailed in nature,

they have also come to be wide-

ly accepted by the international

community as a whole. Indeed, the

40 Recommendations have been

endorsed by in excess of 200 sepa-

rate jurisdictions.®

As a G7 country, Canada quickly adopted

and pursued the implementation of the various
Financial Action Task Force recommendations.
The criminalization of money laundering was ac-
complished in Canada through the 1990 amend-
ments to the Criminal Code. Moreover, the call for
an elaborate reporting and tracking system for
institutions and agencies regarded as vulnerable
to money laundering was heeded by Canada’s en-
actment of the Proceeds of Crime (Money Launder-
ing) and Terrorist Financing Act.’ As set out above,
that legislation led to the creation of the Financial
Transactions and Reports Analysis Centre of Can-
ada (FINTRAC), the primary financial intelligence
agency in Canada.

The BC Experience

In response to the findings and recommendations
contained in Dirty Money 1, Dirty Money 2, and the
Maloney Report,* the provincial government, act-
ing through the Anti-Money Laundering Deputy

Financial intelligence units are units, such as FINTRAC, which collect and analyze information provided by reporting entities

Exhibit 19, Report of Professor William Gilmore, May 2020, para 11.
Exhibit 19, Report of Professor William Gilmore, May 2020, para 8.
Exhibit 19, Report of Professor William Gilmore, May 2020, para 14.

10 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 1); Dirty Money - Part 2: Turning the Tide — An Independent Review of
Money Laundering in B.C. Real Estate, Luxury Vehicle Sales & Horse Racing, Peter M. German, QC, March 31, 2019 (Dirty Money 2);
and Combatting Money Laundering in BC Real Estate, Maureen Maloney, Tsur Somerville, and Brigitte Unger, March 31, 2019

(Maloney Report).
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Ministers’ Committee and an anti-money laun-
dering secretariat, is exploring an approach that
involves the creation of two new units and targets
multiple sectors of the economy in which money
laundering is said to flourish. The first unit is de-
scribed as the Financial Intelligence and Investiga-
tion Unit and would primarily collect and analyze
intelligence in aid of criminal investigations. It
would consist of a blend of federal and provincial
police and regulators, such as the Gaming Policy
and Enforcement Branch, and would primarily in-
vestigate money laundering-related offences.

The second unit has been informally named the
Fusion Centre. Envisaged as a clearing house for
sharing regulatory information, its purpose would
be to enhance the effectiveness of regulators across
a variety of sectors, including gaming, real estate,
luxury goods, financial institutions, and money ser-
vices businesses. In fulfillment of that mandate, it
would receive information akin to that provided to
FINTRAC in the form of unusual transaction reports
from various sectors vulnerable to money launder-
ing. All information collected would be available to
both investigators and regulators. In concept, the
unit would be a dedicated anti-money laundering
unit, but discussions about fenced-off, or protected,
funding have not yet been undertaken.

At this point, the Commission has heard that
the work on costing the Fusion Centre is incom-
plete. The proposal was made shortly before this
Commission was established, and the deputy min-
isters’ committee concluded its work before pro-
ceeding further with a broader perspective that
took all priorities into account.

A provincial panel composed of Mark Sieben
(deputy minister, Ministry of the Solicitor Gen-
eral), Megan Harris (executive director and lead,
Anti-Money Laundering Secretariat, BC Ministry
of Attorney General), and Dr. Christina Dawkins
(executive lead, Finance Real Estate Data Analytics,

11 Transcript, June 11, 2020, p 85.
12
13 Transcript, June 11, 2020, p 86.

Transcript, June 11, 2020, p 85.

BC Ministry of Finance) described these units as
“police-heavy.” While acknowledging that an em-
phasis on policing was “not necessarily a bad thing,”
Mr. Sieben stated that additional work is taking place
in other sectors, where “many regulators ... [want]
to up their game.”"! He noted that the response has
to be holistic, integrated, and “commensurate with
the [amount of money laundering] we'’re seeing.”?
His estimate of the costs of the proposed units was
around $18 million to $20 million for the initial
start-up costs and an annual budget of $15 million to
$20 million. While describing the proposal as a good
one, he testified that, “given the price tag,” the gov-
ernment “[would like to] receive the benefit of the
[Commission’s] advice” before committing to it.*

The evidence given by these individuals was in-
tended to outline the province’s current and devel-
oping strategies with respect to money laundering
and allow the Commission to evaluate them against
the evidence given by other witnesses.

In effect, the provincial panel, particularly
Mr. Sieben, advocated a cost-benefit analysis in re-
lation to the proposed enforcement response. This
analysis would require an assessment, first, of the
magnitude of the money laundering problem in
British Columbia and, second, of the likelihood of
achieving success in resisting the problem by the
proposed approach or by some alternative method.

Raising the Issue:Is a Robust
Provincial Anti-Money Laundering
Regime Justifiable?

The issue that underlies all the province’s efforts
to date - including the creation of the Terms of
Reference Reports, the work of the anti-money
laundering secretariat, the work and direction of
the Anti-Money Laundering Deputy Ministers’
Committee, and the proposed implementations of
the recommendations in the Terms of Reference
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Reports - is whether it is important to mount a
considered and coordinated attack against money
laundering in the first place. This question is not
simply rooted in contrarianism. It recognizes the
value of seeking to obstruct and disrupt those who
wish to enjoy the profits of their criminal wrong-
doing, but questions whether there is a larger im-
pact that needs to be mitigated.

Professor Stephen Schneider

In his literature review and in his evidence,
Professor Schneider provided a critical perspective
on what he termed the “dominant narratives on
the effects of money laundering.”** He expressed
skepticism about “a lot of ... arguments of the
wide-ranging pernicious effects of money launder-
ing ... because we’ve really never had any rigorous
study that truly documents the impact of money
laundering on financial markets, on economies, on
companies, on society as a whole.””” He ventured
that relative to the size of the Canadian economy,
“it’s a very small proportion of it, very tiny, and re-
ally doesn’t have an impact.”®

Professor Schneider also expressed skepti-
cism that money laundering “perpetuates”
organized crime and argued that it is
demand (rather than the ability to launder the
proceeds of crime) which drives “consensual
crimes” such as drug trafficking, bookmaking,
prostitution, or human smuggling."”

Professor Schneider acknowledged that, in a
particular jurisdiction or sector, such as the Van-
couver real estate market, money laundering could
have an impact.'® He did not, however, agree with
an assertion by the Criminal Intelligence Service of
Canadathat moneylaundering can “undermine the
legitimate economy, giving illegitimate businesses
unfair advantages, having an effect on the integrity
of financial institutions and the loss of investor and
public confidence.”” Nor did he accept the study by
McDowell and Novis that states: “[M]oney launder-
ing has potentially devastating economic, security,
and social consequences” and “[1]eft unchecked, it
can ‘erode the integrity of a nation’s financial insti-
tutions,” including by adversely affecting curren-
cies and interest rates.?

Professor Schneider’s skepticism stems primar-
ily from the lack of rigorous models showing that
economies, including provincial economies, are
seriously affected by money laundering. Moreover,
he testified that the source of many of the most
dire arguments about the devastating effects of
money laundering come from government and law
enforcement agencies that “have a clear vested in-
terest in ... drawing attention to the high ... threat
level of a particular problem.”! He described these
warnings as an attempt to “inflate the scope of the
problem” internationally, and particularly by the
United States, which “has been trying to impose
their anti-money laundering system ... for years.”*

14 Exhibit 6, Dr. Stephen Schneider, Money Laundering in British Columbia: A Review of the Literature, p 128.

15  Transcript, May 26, 2020, p 34.
16  Transcript, May 26, 2020, p 34.
17 Transcript, May 26, 2020, p 34.

18  Transcript, May 26, 2020, p 38. Professor Schneider also acknowledged that there have been effects on the prevalence of drug

trafficking in Vancouver.

19  Transcript, May 26, 2020, p 36. See also Criminal Intelligence Service Canada, Annual Report on Organized Crime in Canada

(2004), p 39.

20 Transcript, May 26, 2020, p 36. See also J. McDowell & G. Novis, “The Consequences of Money Laundering and Financial
Crime” (2001) 6 (2), The Fight Against Money Laundering: Economic Perspectives, An Electronic Journal of the U.S. Department of

State, 6-8.
21 Transcript, May 26, 2020, p 37.
22 Transcript, May 26, 2020, p 38.
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In addition, Professor Schneider testified that
he did not consider it possible to measure the
quantum of money laundering or gauge its effects.
He regarded the data on which the estimates are
based to be tenuous, and the models producing
the estimates as unreliable. He posed the question
whether money laundering really does contribute
to the perpetuation of organized crime and crim-
inal activity. He suggested we should be focusing
on the international transfer of funds - an activi-
ty that is “not necessarily money laundering.” His
overall view is that “money laundering and orga-
nized crime [are] extremely resilient” and that
“as long as [you] have demand, you’re going to
have supply.”®

Professor Michael Levi and
Professor Peter Reuter

Professor Schneider’s views about the lack of re-
liable data are shared by others. In an article co-
authored by Professor Michael Levi, Professor Peter
Reuter, and Terrence Halliday, the authors assert:

Evaluation is a touchstone of con-

temporary policy making; good

policy requires systematic and

transparent evaluation. AML [anti—

money laundering] is just the kind

of broad policy intervention that

requires evaluation to improve its

design and operation, if not to justi-

fy its existence. Despite the publica-

tion of national Mutual Evaluation

Reports, (MERs) and, more recent-

ly, National Risk Assessments, the

fact is that there has been minimal

effort at AML evaluation, at least

in the sense in which evaluation
is generally understood by public
policy and social science research-
ers, namely, how well an interven-
tion does in achieving its goals.
[Emphasis added.]*

The authors conclude that, in particular, the
Financial Action Task Force mutual evaluation
process demonstrates little use of data. They point
out that the various “regulatory, criminal proce-
dure and criminal justice enhancements are not
the same as serious and ‘organized’ crime reduction
[emphasis in original],” and they express the view
that anti-money laundering systems “will continue
to reflect faith and process rather than build upon
reliable evidence of actual positive impacts on in-
stitutions and social wellbeing.”*

In his evidence, Professor Reuter described
anti-money laundering as useful “not because it
could reduce money laundering but [because] it
could reduce the activities that generate money
laundering, money to be laundered.””® He went on
to say that measuring money laundering does not
serve as a useful measure of effectiveness because
money laundering itself does not cause harm. In
his view, the measure of effective anti-money
laundering is the extent to which it contributes to a
reduction in predicate offences.?”’

Professor Reuter continued that one author,
Joras Ferwerda, identified 25 distinct possible
harms from money laundering. However, he
opined that there is no evidence of any of them, “in
the sense that nobody has done a study which has
shown that money laundering has generated these
specific harms to any large extent.””® He cited the
case of the Dominican Republic in 2003 and “one

23 Transcript, May 26, 2020, p 49.

24 Exhibit 26, M. Levi, P. Reuter, T. Halliday, “Can the AML System be Evaluated Without Better Data?” (2018) Crime, Law, and
Social Change 69, 310. Professor Levi and Professor Reuter testified on June 5 and June 8, 2020.

25  Exhibit 26, “Can the AML System Be Evaluated Without Better Data?” at 325.

26 Transcript, June 5, 2020, p 62.

27 Transcript, June 5, 2020, p 62.

28  Transcript, June 8, 2020, p 25.
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of the Baltic countries” in the 1990s, where mone-
tary and fiscal instability were caused on a macro
level. In those cases, according to Professor Reuter,
“it was very hard to say it was money laundering
as opposed to AML [anti-money laundering] that
generated the problem.”” He conceded that mon-
ey laundering may have serious consequences, but
there is “no empirical evidence to say that they're
substantial enough to be worth mentioning.”°

When Professor Reuter was asked why he chose
to study money laundering, given the lack of evi-
dence about its harms, he replied that, for that very
reason, he focused on anti-money laundering. In
his opinion, the real question is “[h]Jow effective
are the control efforts?”®! He pointed out that, in
Europe, expenditures on anti-money laundering
are in the tens of billions of dollars and stated that
“AML is important. Money laundering may not be
important ... It is a part of the illegal markets ... But
AML is clearly important, and figuring out how to
do it better matters.”?

Professor Levi also emphasized the need to
distinguish between the harms that arise from
control and those that arise from money launder-
ing itself. He testified it was important “to sepa-
rate out the harms that arise from the predicate
crimes[,] from the harms [caused by the] mon-
ey laundering itself.”* One potential harm from
money laundering, for example, is whether law-
yers or gaming operators become corrupted by
the money laundering process. For that reason,
he said, “we need to think much more clearly
about the harms of money laundering than we
often do.”** He observed that “it’s hard to see the

29  Transcript, June 8, 2020, p 25.
30  Transcript, June 8, 2020, p 25.
31  Transcript, June 8, 2020, p 26.
32 Transcript, June 8, 2020, p 26.
33 Transcript: June 8, 2020, p 26.
34 Transcript: June 8, 2020, pp 26-27.
35  Transcript, June 8, 2020, p 27.
36  Transcript, June 8, 2020, p 26.

connection between the efforts that we make in
controlling money laundering in many areas, and
how criminals go about their business.”

Without a doubt, there is a significant cost to
the attempt to control or abate money laundering.
Professor Reuter estimated that banks in Europe
have spent “tens of billions of dollars” on anti-
money laundering.®* Sir Robert Wainwright, the
executive director of Europol from 2009 to 2018,
put the total at approximately $5 billion annually.
In a paper entitled “Does Crime Still Pay? Criminal
Asset Recovery in the EU,” that agency estimates
that only about 1.1 percent of criminal profits (or
$1.2 billion of approximately $110 billion annually)
was finally confiscated.

The Commission’s Approach

Clearly, governments have many competing prior-
ities, all of which have costs and benefits associat-
ed with them. When, why, and how one initiative
is selected to be a priority over another initiative
is a complicated process worthy of careful analy-
sis and consideration. Without knowing the extent
of money laundering in the province, its actual or
even its potential impact on the provincial econo-
my, its institutions, or its citizens, is it possible to
make any meaningful choices about whether to
address it, how to address it, and to what extent it
needs to be addressed? Those are important ques-
tions that will be considered by this Inquiry as it
unfolds in the coming months.

Ultimately, the question of whether combat-
ting money laundering is an important priority
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can be definitely answered only by increasing our
understanding of its nature, its extent, the impli-
cations of addressing it, and how it can be ad-
dressed most effectively. The Commission is com-
mitted to looking at all facets of the anti-money
laundering regime that prevails in British Colum-
bia and whether and how it can be improved.
It is also aware of the problems associated with
measuring the size and impact of money launder-
ing activity as well as the effectiveness of the pro-
posed solutions.

At the same time, it is important to recognize
that it may be necessary to take action against the
threat even though it cannot be empirically mea-
sured. As a society, we must resist threats that strike
at the heart of our collective values. Money launder-
ing is a crime that occurs in the aftermath of other,
more overtly and directly destructive offences: drug
trafficking, human trafficking, prostitution, extor-
tion, theft, fraud, and trafficking in child pornog-
raphy. Deterring money laundering thwarts those
for whom the crime is motivated by profit and re-
pudiates the evils of the offences that produce the
demand for it. Moreover, the failure to respond to
money laundering activity alleged to be occurring in
numerous sectors of the BC economy sends a mes-
sage that unlawful and socially destructive activity
will be tolerated.

Allowing money laundering to flourish because
its harmful effects cannot be empirically measured
cedes to offenders the right to enjoy the fruits of
their offences. It also leaves custodians of the politi-
cal and economic system open to criticism that they
are complicit in that enterprise of criminality and
encourages those involved in criminal conduct to
continue their unlawful behaviour, whether in rela-
tion to money laundering or other related offences.

I expect to hear evidence and submissions
with respect to all of these issues during the evi-
dentiary hearings.

Quantification

A second and related issue relates to the quanti-
fication of money laundering (i.e., the amount of
money being laundered through the BC economy
each year). Quantification is important as a way of
understanding the scope of the problem and as a
way of measuring the success of initiatives aimed
at combatting it. However, the difficulties associ-
ated with quantification are enormous, with many
experts opining that the methodologies that have
been employed are wild and imprecise, if not down-
right wrong, and cannot serve any useful policy pur-
pose because of the imprecision of the estimates
they provide.”” The key issue for the Commission is
whether these methodologies (either individually or
in combination) are capable of providing a reliable
estimate of the volume of money laundering activi-
ty in British Columbia or, at the very least, whether
they are capable of giving policy makers a sense of
the magnitude of the problem.

In what follows, I review some of the method-
ologies used by economists and criminologists to
quantify the problem, including the International
Monetary Fund (IMF) consensus range, extrapola-
tion from capital mobility data and discrepancies,
extrapolation from measurements of the shadow
(or underground) economy, extrapolation from
suspicious transaction reports or other indicators
of potential money laundering, and extrapolation
from proceeds-of-crime data. I also review some
of the original research undertaken by the Com-
mission with a view to ascertaining the magnitude
of the problem.

The IMF Consensus Range
An oft-cited number in agency reports and the

academic literature is that money laundering
constitutes 2 percent to 5 percent of global GDP.

37  P. Reuter & E. Truman, Chasing Dirty Money: The Fight Against Money Laundering (Washington, DC: Institute for International
Economics, 2004), 10; P. Reuter, “Are Estimates of the Volume of Money-Laundering Either Feasible or Useful?” in B. Unger &
D. van der Linde (eds.), Research Handbook on Money Laundering (Cheltenham, UK: Edward Elgar, 2013), 224.
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This range originated in a 1998 speech by Michel
Camdessus, who was, at the time, the managing
director of the International Monetary Fund. Al-
though frequently used as a reference point, the
methodology used to arrive at that estimate has
never been shared, and questions have been raised
about the applicability of the estimate in the Cana-
dian context as well as the continued relevance of
that estimate, given the evolution of both financial
crime and the world economy in the 22 years since
Mr. Camdessus arrived at that estimate.

Extrapolation from Capital Mobility
Data and Discrepancies

Several quantification methods seek to use cap-
ital mobility data to estimate the total amount
of money laundering activity worldwide. These
methods include

+ the hot money method, which relies
on net errors and omissions in balance
of payments accounts and recorded
capital outflows from the private sector
to estimate the total amount of money
laundering activity;

+ the residual method, which seeks to
measure capital flight by looking at the
difference between unrecorded inflows
and outflows of funds;

« the Dooley method, which uses capital
outflows within a country’s balance of
payments account and adjusts them to
detect unrecorded capital outflows, using
errors and omissions as well as changes
in external debt and international market
interest rates;

+ the trade mispricing method, which
estimates the extent of money laundering
based on observations of abnormal
pricing, such as the under-invoicing and
over-invoicing of imports and exports,
using “unmatched” partner country
international trade data; and

+ the Global Financial Integrity method,
which uses a combination of the trade
mispricing method and either the residual
or the hot money method to estimate the
extent of money laundering activity.

Each of these methods is what are known as
“top-down” approaches that seek to quantify the
extent of money laundering using analyses of sta-
tistical discrepancies. Although it may be theoreti-
cally possible to quantify the problem using these
methods, they all suffer from data limitations and
problematic assumptions that cast doubt on the re-
liability of their estimates.

Extrapolation from Estimates of the
Shadow or Underground Economy

A third approach to quantification seeks to esti-
mate the extent of money laundering by extrapo-
lating from the shadow or underground economy.
These methods include

+ the currency demand method, which
compares the amount of money printed
with the amount of money circulating;

« latent variable approaches such as the
Dynamic Multiple-Indicators Multiple-
Causes model, which seeks to use two sets
of observable variables to estimate the
total amount of money laundering within a
particular jurisdiction; and

+ the two sector / general equilibrium model,
which uses economic theory to estimate the
value of the underground economy and then
acts as a measure of money laundering.

Among the criticisms of these approaches is

the fact that not all activity in the shadow or under-
ground economy constitutes money laundering,
leading to a significant overestimate of the amount
of money being laundered through the economy.
Other criticisms of these approaches are that the
Dynamic Multiple-Indicators Multiple-Causes mod-
el uses variables that are arbitrary and not empir-
ically based and that the theoretical reasoning
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underpinning the equilibrium model requires sim-
plification and abstraction to such an extent that it
is removed from reality.

Extrapolation from Suspicious
Transaction Reports and Other
Indicators of Money Laundering

A fourth approach to quantification seeks to esti-
mate the total amount of money laundering by
extrapolating from suspicious transaction reports
and other indicators of money laundering. While
initially attractive, there are a number of problems
associated with the use of suspicious transaction
reports (and other similar measures) to quantify
money laundering.

One such problem is that suspicious transac-
tion reports are not always indicative of money
laundering activity. In many cases, suspicious
transaction reports are filed in respect of legiti-
mate financial transactions unrelated to money
laundering. Moreover, it is well recognized that
many suspicious transactions escape the notice of
reporting entities. A second problem relates to the
fact that multiple reports can be filed in respect of
the same funds, leading to double or even triple
counting. Finally, it is important to recognize that
suspicious transaction reports are subject to multi-
ple interpretations and may not always include the
value of the transaction. All of these factors have
led FINTRAC to conclude that this approach is not
rigorous enough to be a stand-alone methodology
for quantifying money laundering.

Extrapolation from Proceeds-of-
Crime Data

A fifth approach to quantification involves extrap-
olation from proceeds-of-crime data. One of the
more important studies in this area is a 2004 study by
Stephen Schneider and Margaret Beare in which they
conducted a review of RCMP case files with a view
to analyzing how proceeds of crime are laundered

through the Canadian economy. While this approach
provides significant insight into the behaviour of
launderers (what they consume, where they laun-
der, etc.), problems arise where information derived
from individual cases is extrapolated more broadly.

First, there is no guarantee that the RCMP case
files reviewed by the authors represent the entirety
of the assets associated with a particular conspira-
cy, and it follows that any attempt at extrapolation
could significantly underestimate the total amount
laundered through the Canadian economy. Sec-
ond, the authors’ reliance on police cases meant
that examples of money laundering contained in
the study were skewed toward those identified and
investigated by the RCMP and are not necessarily
representative of the entirety of money laundering
activity in the country. Third, the analysis depend-
ed on the quality and completeness of information
in the RCMP Management Information System,
and the authors expressly note that important in-
formation was missing from the RCMP database
and that the inventory of proceeds-of-crime cases
was not, in fact, comprehensive. Many of the same
problems have been encountered in other studies
that have sought to use proceeds-of-crime data to
examine the scope of the problem.

The gravity model is a more sophisticated at-
tempt to quantify money laundering activity us-
ing proceeds-of-crime data. As set out in Part Two
(above), that model uses proceeds-of-crime data
and econometric modelling to estimate the total
amount of money laundering activity within a par-
ticular jurisdiction.

While the gravity model has a number of ad-
vantages, including the fact that it avoids double
counting, is easy to understand, and can be applied
to all countries and jurisdictions in the world, it has
a number of limitations, including the fact that it
makes a variety of estimates and assumptions of-
ten in the absence of any reliable empirical data.

I expect to hear evidence with respect to the
advantages and limitations of the gravity model
during the evidentiary hearings.
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Original Research

Given the importance of quantification as a way
of understanding the scope of the problem, and
measuring the success of initiatives aimed at com-
batting it, the Commission has undertaken some
of its own research attempting to quantify the
illicit proceeds derived from the sale of fentanyl
in British Columbia.

Phase 1 of that study will be supervised by
Dr. Martin Bouchard, a professor of criminology
at Simon Fraser University, who will analyze data
collected by the BC Centre on Substance Use to cal-
culate the proceeds derived from the sale of fentan-
yl in British Columbia. Learning the size of these
fentanyl proceeds may furnish valuable informa-
tion about the resulting money laundering activity.
Phase2will be conducted by Professor Peter Reuter
and Professor Jonathan Caulkins, who will pro-
vide an expert opinion on how that number can
be extrapolated to determine the percentage of
fentanyl proceeds that are laundered. While the
results of that study will provide only a snapshot
of illicit economic activity in British Columbia,
my hope is that it will provide reliable informa-
tion from which the province can make meaning-
ful choices about how best to address the money
laundering problem. The study may also provide
a roadmap for further attempts at quantification
with respect to profits derived from the drug trade
and other predicate offences.

Money Laundering Methods and
Techniques

A third issue relates to the identification of com-
mon methods and techniques for laundering
money through the BC economy. Any discussion
of money laundering methods and techniques

almost invariably begins with the traditional three-
step model that has been promoted by US law
enforcement agencies since the 1980s.%® That mod-
el posits that there are three stages in the money
laundering process: placement, where the illic-
it funds physically enter the legitimate financial
system; layering, where the illicit funds are circulat-
ed through various economic sectors, companies,
professionals, and financial transactions to obscure
any connection to the criminal source; and integra-
tion, where the illicit funds are fully integrated into
the legitimate economy and used for personal or
criminal purposes. Academic commentators have
elaborated on this model by adding additional stag-
es, such as a preliminary stage that precedes place-
ment, where cash is physically smuggled abroad or
exchanged for other currencies before being depos-
ited into the financial system;* a justification stage,
where a false paper trail is created to give the per-
ception that the source of funds is legitimate; and an
extraction / repatriation stage, where the laundered
funds are returned to the offenders in the jurisdic-
tion where they reside.*

While useful on a conceptual level, the tradi-
tional model has several shortcomings and pro-
vides little insight into the methods and techniques
used to launder illicit funds in British Columbia.
First, the model assumes a single, linear method
of laundering illicit funds, when money laundering
schemes vary widely in their level of sophistication
and may not include all three phases. For example,
when financial fraud results in the transfer of legit-
imate money into a bank account controlled by a
criminal, the proceeds of crime are already in the
financial system and do not need to be “placed.”
Likewise, when illicit funds are used to purchase
assets directly (as often occurs in the luxury goods
sector), the placement and layering stages can be
skipped altogether.*

38  Exhibit 25, Understanding the Laundering of Organized Crime Money, p 4.

39 Exhibit 25, Understanding the Laundering of Organized Crime Money, p 4.

40

Exhibit 6, Money Laundering in British Columbia: A Review of the Literature, p 2.

41  Exhibit 25, Understanding the Laundering of Organized Crime Money, p 5.
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Second, the model assumes that the ultimate
goal is to integrate illicit funds into the legiti-
mate economy. In reality, however, illicit funds
do not always need to be laundered and inte-
grated. While criminal activity may be primarily
about generating money, it is not necessarily the
case that all criminals are committed to a life-
style of legitimacy and respectability. Indeed,
some experts argue that the legitimate origins of
cash do not matter in the criminal underworld,
in which illicit transactions abound, and that the
“chaotic lifestyle of leisure consumption” en-
joyed by many criminals does not require that
illicit funds be fully integrated into the legiti-
mate economy.*

Third, the model assumes that money launder-
ing is always a well-thought-out plan when much of
it may be “adventitious and influenced by chance
meetings, success or failure in interpersonal con-
nections and ... criminals’ own reflections on pos-
sible methods.”*

In order to gain a comprehensive understand-
ing of the nature and extent of money laundering
in British Columbia, it is essential to move beyond
the traditional model and examine the diversity
of sources, transfer mechanisms, and destina-
tions for illicit funds. While much of that analysis
is sector specific, a number of money laundering
techniques are not unique to one particular sec-
tor. These techniques include trade-based money
laundering and the use of informal value-transfer
systems to launder illicit funds.

I heard evidence with respect to some of these
issues during the overview hearings and expect
to hear additional evidence on these matters over
the coming months. I also expect to hear evidence
with respect to the use of professional money
launderers (defined by the Financial Action Task
Force as those who provide specialized money
laundering services in exchange for a commis-
sion, fee, or other type of profit).

Government Response to
Money Laundering

Another issue I have been called on to address is
the response to money laundering at senior levels
of government. In general terms, the issues that will
be addressed in this portion of the hearings include
whether senior government officials were aware of
the problem, when they became so aware, and what
steps (if any) they took in response. I expect the
Commission will also explore issues relating to the
government’s plan to address the problem.

Sector-Specific Issues

Section 4.1 of the Terms of Reference requires the
Commission to conduct hearings and make find-
ings of fact with respect to the extent, growth, evo-
lution, and methods of money laundering in vari-
ous sectors of the economy. These sectors include
gaming and horse racing; real estate; financial in-
stitutions; the corporate sector; professional ser-
vices, including the legal and accounting sectors;
and the luxury goods sector. I expect these matters
will take up a significant portion of the evidentiary
hearings. I address each of them below.

Gaming and Horse Racing

Alleged money laundering in the gaming industry
has attracted significant attention; it was the pri-
mary focus of Dirty Money 1 and was undoubtedly
one of the factors leading to the establishment of
the Commission. It is also unique because of the
large number of participants with standing in this
sector, the sheer volume of records created (and
produced) by gaming sector participants, and the
number of witnesses expected to testify at the evi-
dentiary hearings.

While a comprehensive review of the evidence
to be led at the evidentiary hearings is beyond the

42 Exhibit 25, Understanding the Laundering of Organized Crime Money, p 5.

43 Exhibit 23, Money Laundering Typologies: A Review of Their Fitness for Purpose, p 32.
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scope of this Report, I expect to hear evidence with
respect to the following issues:

«  whether money laundering occurred in BC
casinos and, if so, whether it was dispersed
throughout the province or primarily
restricted to the Lower Mainland;

«  whether media reports concerning the
nature and scope of money laundering in
BC casinos are accurate;

« whether activities relating to money
laundering were identifiable by casinos,
the British Columbia Lottery Corporation
(BC Lottery Corporation), and/or the
Gaming Policy and Enforcement Branch;

« whether concerns associated with money
laundering were reported to superiors,
the BC Lottery Corporation, the Gaming
Policy and Enforcement Branch,
FINTRAC, and/or law enforcement
agencies;

« whether there was adequate or effective
use of reporting and/or investigation of
money laundering activity by FINTRAC,
law enforcement, the BC Lottery
Corporation, the Gaming Policy and
Enforcement Branch, and/or gaming
service providers;

« whether there were adequate or effective
preventive policies and actions in place,
including know-your-customer policies,
source-of-funds policies, and policies
relating to chip tracking, cash limits, and
cash alternatives;

« whether such policies and actions were
implemented by the BC Lottery Corpora-
tion, the Gaming Policy and Enforcement
Branch, and/or gaming service providers;

« whether adequate and/or effective
measures were taken in respect of players
suspected of being involved in money
laundering activities;

« whether regulatory and/or policy changes
made by the BC Lottery Corporation, the

Gaming Policy and Enforcement Branch,
and/or gaming service providers -
including table bet increases, introduction
of new table games, introduction of VIP
rooms, and enhanced know-your-
customer requirements - had a positive

or a negative impact on the money laun-
dering risk in BC casinos;

« whether there was a dysfunctional
relationship between the Gaming Policy
and Enforcement Branch and the BC
Lottery Corporation and, if so, whether it
contributed to the proliferation of money
laundering in BC casinos; and

« whether any money laundering vulner-
abilities continue to exist in BC casinos
and, if so, what additional steps can
and should be taken to address those
vulnerabilities.

I also expect to hear evidence and submissions

with respect to the recommendations contained in
Dirty Money 1.

Real Estate

Money laundering in the real estate sector is a mat-
ter of significant public concern and was addressed
in Dirty Money — Part 2: Turning the Tide - An In-
dependent Review of Money Laundering in B.C. Real
Estate, Luxury Vehicle Sales & Horse Racing; and in
the Maloney Report, Combatting Money Laundering
in BC Real Estate.

Immediately before the establishment of this
Commission, the province made a number of sig-
nificant changes to the legal and regulatory frame-
work in this area, including the 2016 decision to
end self-governance rights for real estate agents;
the enactment of the Speculation and Vacancy Tax
Act, SBC 2018, c 46; and the creation of a beneficial
ownership registry.

While it is expected that these changes will make
it more difficult to launder money through the real
estate sector, their precise impact has not been
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assessed. Moreover, a number of significant issues

remain to be addressed. These issues include:

44

FINTRAC Reporting by Real Estate Agents. One
of the recurring themes in the Commission’s

discussions with real estate agents is
FINTRAC’s inability to communicate
effectively with the profession. The
Commission has heard repeated complaints
about the lack of feedback on substantive
reporting, including the perception that
FINTRAC compliance examiners are
preoccupied with minor clerical errors in
the recording of information instead of
providing information on how to identify
suspicious transactions. These comments
echo those made by the British Columbia
Real Estate Association in response to Dirty
Money 2 and are of significant concern

to the Commission, given the important
role played by real estate agents in the
identification of suspicious transactions.
The Commission is also exploring issues
surrounding FINTRAC'’s understanding of
money laundering typologies in the BC real
estate market and the extent to which that
understanding is communicated to real
estate agents so they can better identify and
report suspicious transactions.

FINTRAC Reporting by Mortgage Brokers.
Another important issue in the real estate
sector is whether mortgage brokers
should be required to submit suspicious
transaction reports to FINTRAC or a
provincial body set up for that purpose.
Both the Maloney Report and Dirty
Money 2 highlight the fact that mortgage
brokers have no reporting obligations
under the current regime, and I expect

to hear extensive evidence with respect

to their important role in real estate
transactions as well as the opportunities
they have to observe suspicious conduct.

Maloney Report, p 75.
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Regulatory Oversight. Actors in the real
estate industry are overseen by a number
of regulators, including the Real Estate
Council of British Columbia, the Office

of the Superintendent of Real Estate, and
the British Columbia Financial Services
Authority. Moreover, there are plans to
merge the Real Estate Council of British
Columbia and the Superintendent of Real
Estate into a single regulator that will

(like the Office of the Superintendent

of Mortgage Brokers) become part of

the British Columbia Financial Services
Authority (itself a relatively new entity,
having been created on November 1,

2019, to replace the Financial Institutions
Commission). One of the issues to be
addressed at the evidentiary hearings is the
extent to which these regulators have the
mandate and resources to address money
laundering, and whether any additional
measures (such as access to relevant
databases and the removal of constraints
on information sharing) can be taken to
improve their ability to confront that issue.
Beneficial Ownership. The Maloney Report
describes the creation of a beneficial
ownership registry as “the single most
effective measure that a government can
take to combat money laundering.”* I
expect to hear evidence with respect to

the nature and efficacy of the Land Owner
Transparency Registry, which I understand
to be the first of its kind in Canada.

Private Lending. Private lending has been
identified as a major money laundering vul-
nerability. I expect to hear evidence with re-
spect to money laundering opportunities in
the regulated private lending industry (e.g.,
mortgage investment companies and others
that invest in mortgages on a commercial
scale) as well as the unregulated private
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lending space (e.g., individuals and entities
lending on an ad hoc basis, using mortgages
to enforce other debts, etc.).

+  Commercial Real Estate. While the Terms
of Reference Reports focused mostly on
money laundering activity in the residential
real estate sector, there are also a number
of money laundering vulnerabilities in
the commercial real estate sector. I expect
to hear evidence with respect to those
vulnerabilities over the coming months.

+  Housing Affordability. Housing affordability
is an issue of great importance to residents
of British Columbia, and the impact of
money laundering on real estate prices was
arecurring theme during the Commission’s
public meetings. While the Maloney Report
estimated that money laundering may have
had a 5 percent inflationary effect on the
price of real estate, there are a number of
significant concerns with that estimate. As
set out above, the Commission is taking
steps to examine the causes of price in-
creases in the housing market as well as the
extent to which those price increases can be
causally connected to money laundering.

Financial Institutions

Financial institutions - such as banks, credit
unions, and money services businesses - are high-
ly vulnerable to money laundering activity and can
be viewed as the “common thread running through
the myriad of [money laundering] schemes used by
criminal enterprises.”* First, these institutions can
be used to convert the cash proceeds of crime into
less suspicious assets (such as cheques, bank drafts,
and term deposits). Second, they can be used to ac-
cess other money laundering vehicles such as real
estate and motor vehicles. Third, the services pro-
vided by these institutions can be used in tandem

with other money laundering techniques intended
to conceal the criminal origins of illicit funds (as
happens when a bank account is opened in the
name of a shell corporation or nominee owner).
Finally, these institutions (and the services they
provide) can be used to create the perception that
illicit funds were derived from legitimate sources.*

Money services businesses are particularly vul-
nerable to money laundering because of the sim-
plicity and certainty of the services they provide,
their worldwide reach, the cash character of their
transactions, the less stringent customer identifica-
tion rules that apply, and the brevity of their rela-
tionships with clients. Moreover, there is evidence
that a number of unregistered money services busi-
nesses have been operating in the Lower Mainland.

Issues to be addressed in this portion of the
hearings include the techniques used to launder
money through financial institutions, the policies
and procedures put in place by those institutions
to combat money laundering activity, the extent to
which intelligence is shared among financial insti-
tutions, and the use of money services businesses
to launder or otherwise transfer illicit funds.

The Corporate Sector

While entities such as corporations and trusts play an
important role in Canada’s economy, they also have
characteristics that can be exploited for money laun-
dering purposes. For example, they can be structured
to conceal the true (or beneficial) owner of the com-
pany and used to disguise and convert illicit funds. A
recent report from the Department of Finance (Cana-
da) gave corporations and trusts a “very high” vulner-
ability rating and assigned a “high” vulnerability rat-
ing to life insurance companies, registered charities,
securities dealers, and trust and loan companies.
One of the key issues to be examined in this por-
tion of the hearings is beneficial ownership trans-
parency, which has been identified as a critical step

45 Exhibit 6, Money Laundering in British Columbia — A Review of the Literature, p 47.

46 Exhibit 6, Money Laundering in British Columbia - A Review of the Literature, p 47.
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in the fight against money laundering. While the
province has already taken steps to enhance bene-
ficial ownership transparency by requiring corpo-
rations to maintain beneficial ownership informa-
tion and by circulating a consultation paper on a
beneficial ownership registry, a number of issues
remain to be addressed. These issues include pub-
lic access to the registry, verification of beneficial
ownership information, and the extension of the
registry to trusts and partnerships.

The Commission will also examine the issue of
money laundering in the capital markets, which has
been acknowledged as a problem in other countries
because of the complexity of capital markets and
the sophistication of money laundering schemes
that seek to take advantage of them. While securi-
ties dealers are reporting entities under the Proceeds
of Crime (Money Laundering) and Terrorist Financing
Act, an April 2013 report from the securities sector
shows that these dealers filed only 20 large cash
transaction reports and 1,235 suspicious transaction
reports between 2007 and 2011, and that only 14 per-
cent of those reports came from British Columbia.
Moreover, it appears there are few provincial efforts
to combat money laundering in the capital markets.

Professional Services

Lawyers, accountants, and notaries often play an
important (though sometimes unwitting) role in
money laundering schemes. Dr. German concluded
that it is “difficult and often impossible, to launder
large amounts of money without the assistance ... of
professional intermediaries.” A 2015 Department
of Finance (Canada) report states that the legal and
accounting sectors both have a large number of
practitioners across Canada who have specialized
knowledge and expertise that may be vulnerable to
being exploited, wittingly or unwittingly, for illicit
purposes. In the legal domain, that expertise en-
compasses the creation of corporations and trusts

47 Dirty Money 2, p 37.

48  Canada (AG) v Federation of Law Societies of Canada, 2015 SCC 7.

and the facilitation of real estate and securities-
related transactions (often with the use of lawyer
trust accounts). In the accounting domain, it encom-
passes financial and tax advice as well as company
and trust formation. Key issues to be addressed in
this portion of the hearings include

« money laundering typologies, including the
role played by lawyers, accountants, and no-
taries as facilitators, gatekeepers, and inter-
mediaries in respect of money laundering;

« the federal response (if any) to the 2015
Federation of Law Societies decision;*

« the response of provincial law societies, in-
cluding the Law Society of British Columbia,
to the Federation of Law Societies decision
(and money laundering more generally);

+ the use of lawyer trust accounts in connec-
tion with large financial transactions;

+ the response of the Chartered Professional
Accountants of British Columbia to
money laundering;

+ audits, training, and discipline; and

+ co-operation and information sharing with
other agencies and stakeholders.

Luxury Goods

Luxury goods may provide fertile ground for money
laundering activity because of the attractiveness of
these goods as commodities and the opportunities
they provide to introduce illegal funds into the legit-
imate economy (often in the absence of any mean-
ingful oversight). The Commission is currently ex-
ploring money laundering activity in the following
markets: luxury vehicles, jewellery and precious
metals, luxury yachts, and fine art.

Luxury Vehicles
Dirty Money 2 identifies the use of cash to purchase
or make lease payments on luxury vehicles as an
area of risk for money laundering. Cash purchases
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allow those involved in money laundering activity
to convert illicit funds into a different type of asset
(the vehicle) that can be used to store or transfer val-
ue. It also provides an additional layer of distance
between the funds and their criminal origins, per-
mits criminals to make use of the proceeds of their
offences, and provides an innocent explanation for
the origins of the funds when the vehicle is sold.

A related typology involves the use of cash to
make deposits on luxury vehicles, with the sus-
pects returning the next day, advising that they
have changed their mind and requesting the
return of the deposit. Because the dealerships
have already deposited the cash in the bank,
they issue a cheque to the suspects to repay
the funds.

Dirty Money 2 identifies a number of other ty-
pologies in this sector, including the seizure of
vehicles by casino loan sharks as repayment for
loans made to casino patrons (allowing the loan
shark to obtain legal funds when the vehicle is re-
sold) and the export of luxury vehicles purchased
with proceeds of crime to other jurisdictions
where they can be resold at a profit.

Jewellery and Precious Metals

While Dr. German did not identify jewellery, pre-
cious metals, and stones as a vulnerable sector, the
market for these commodities has been recognized
both internationally and within Canada as being at
high risk for money laundering activity. Dealers in
precious metals and stones are identified in the Fi-
nancial Action Task Force’s Forty Recommendations
as businesses to which customer due diligence and
record-keeping requirements should apply, and the
Proceeds of Crime (Money Laundering) and Terrorist
Financing Act gives effect to that recommendation.

The Financial Action Task Force has also pro-
duced two typology reports concerning money laun-
dering in the market for gold and diamonds. These
reports indicate that the high value of these goods,
the retention of that value over time, the difficulty of

tracing these metals, and the fact that they are easily
exchanged for other assets make these sectors par-
ticularly vulnerable to money laundering.*

Luxury Yachts

Dr. German identifies luxury yachts as an area of
significant risk for money laundering. The pur-
chase of a luxury yacht allows those involved in
criminal activity to park their money in an asset
they can continue to use. It also allows them to re-
coup most of their cost when reselling. Dr. German
was advised by one law firm that its lawyers han-
dled $10 million every year in small-vessel sales
using escrow accounts. These transactions are not
subject to FINTRAC reporting.

Fine Art

Fine art is another area of money laundering risk,
and a number of high-profile economists, prosecu-
tors, and academics have called for greater regu-
lation of the global art market. Major risk factors
include traditions of confidentiality and discretion
in the art world, and the fact that works of art can
be highly valuable and easily transportable.

Issues to Be Addressed

I expect that the following issues will be addressed
in this portion of the hearings: methods and tech-
niques used by criminals to launder illicit funds
through luxury goods markets; awareness of the
issue in each of these industries; practices of deal-
erships and brokerages; and regulatory oversight,
such as reporting obligations and restrictions on
the use of cash to purchase luxury goods.

Other Jurisdictions

One of the more significant aspects of the Commis-
sion’s work has been the study of anti-money laun-
dering strategies in other jurisdictions, including
the United Kingdom, Ireland, Australia, New Zea-
land, the United States, Germany, the Netherlands,

49  Exhibit 4, Overview Report: Financial Action Task Force, Appendices WW and XX.
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and Switzerland. My hope is that the study of these
jurisdictions will lay the foundation for recommen-
dations about how to address money laundering in
British Columbia. During the overview portion of
the evidentiary hearings, I heard evidence with re-
spect to a number of other jurisdictions - most nota-
bly, the United Kingdom. I strongly believe that the
international comparative evidence will be invalu-
able in making recommendations with respect to
the matters set out in my Terms of Reference.

Barriers to Effective
Law Enforcement

The Terms of Reference direct me to make find-
ings of fact and recommendations respecting “the
barriers to effective law enforcement respecting
money laundering in British Columbia.” One of
the key issues is whether the current configuration
of law enforcement agencies with responsibilities
for anti-money laundering in British Columbia is
effective in fulfilling this role or whether it is a
barrier to effectiveness.

Evolution of Canada’s Anti—-Money
Laundering Regime

As set out above, the international community’s
fight against money laundering began in earnest in
1989, when the G7 established the Financial Action
Task Force. At that time, the principal concern was
drug trafficking and the vast cash profits generated
by that trade.

In accordance with the Forty Recommenda-
tions,® participating countries, including Canada,
established financial intelligence units with the
objective of collecting information about deposits
and providing that information to law enforcement.
They also enacted legislation requiring financial in-
stitutions and other reporting entities to file reports
with their national financial intelligence units.*

Customers were not prevented from complet-
ing such transactions but, in the case of Canada at
least, the legislation requires that the financial intel-
ligence unit (FINTRAC) analyze the reports submit-
ted by reporting entities and alert law enforcement
agencies when its analysis reveals possible money
laundering.

Emerging Patterns

During the evidentiary phase of the Commission
process, I will hear evidence and submissions on
the wide range of issues set out in the Terms of Ref-
erence. On that evidentiary record, and not before,
I will make findings of fact and recommendations
to government.

In preparation for these hearings, the Com-
mission is reviewing the relevant literature and
interviewing many experts. We have held initial
hearings under the rubric of “overview” topics,
which have described international efforts to com-
bat money laundering as well as approaches taken
in some specific countries. Even at this early stage
of our work, several patterns have emerged.

First, internationally, anti-money launder-
ing regimes are almost invariably established at a
country’s national level, even in the case of federal
states such as Canada. Second, some anti-money
laundering regimes rely on a structure that in-
cludes the following characteristics:

« alegal and regulatory scheme;

« anintelligence capacity;

+ aninvestigative / law enforcement capacity;

+ prosecutorial expertise;

« an asset recovery capacity; and

+ an integrated organizational structure.

Third, in some regimes, the various compo-
nents work as an integrated team, with extensive
information sharing and decision making, even
though not all the components may be located to-
gether. Whether that model (which has not been

50  See http://www.fatf-gafi.org/publications/fatfrecommendations/documents/fatf-recommendations.html.

51  Examples include suspicious transaction reports and large cash transaction reports.
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adopted in Canada) is effective and should be em-
ulated requires further evidence and submissions,
to enable a proper assessment.

Essential Elements of Canada’s
Anti-Money Laundering Regime

Legal and Regulatory Scheme

Countries participating in the Financial Action
Task Force’s anti-money laundering regime are
expected to create criminal offences for specified
financial activities, criminalize the possession
and laundering of the proceeds of crime, provide
for the forfeiture of the proceeds of crime, and
develop legal powers to assist in the investigation
of money laundering activities. This regime con-
templates that the regulatory system will be estab-
lished at the federal / national level through the
establishment of a financial intelligence unit such
as FINTRAC. That regime places the onus on the
private sector, such as financial institutions and
other “reporting entities,” to report various types
of financial transactions to the financial intelli-
gence unit. These units, in turn, have developed
complex systems to enforce compliance with
their rules and procedures.

In accordance with the Financial Action Task
Force’s Forty Recommendations, Canada made
significant amendments to federal legislation
such as the Criminal Code and the Controlled Drugs
and Substances Act,** enacted the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act,
and passed regulations toimplement the FINTRAC
regulatory scheme.

Based on my initial understanding, it appears
that Canada’s approach to date has been to seek to
implement the Financial Action Task Force regime
at the national level rather than through collabo-

52 SC 1996, ¢ 19.

rating with the provinces and territories in a con-
stitutionally compliant way.

Intelligence Capacity

Under the Financial Action Task Force regime,
it was up to each participating country to decide
where to locate its financial intelligence unit in
its bureaucratic system and to specify the extent
to which it would, if at all, be part of the investi-
gatory element of the country’s anti-money laun-
dering regime. Different countries have taken
different approaches to this question of where to
situate, and how to structure, their financial intel-
ligence unit.

Canada chose to locate its financial intelligence
unit, FINTRAC, within the federal Department of
Finance. By section 40(a) of the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act, the
object of the legislation is to “establish an agen-
cy that ... acts at arm’s length and is independent
from law enforcement agencies and other entities
to which it is authorized to disclose information.”

Today, FINTRAC is the centrepiece of Canada’s
anti-money laundering regime. It is headquar-
tered in Ottawa, with three regional offices, and
has an annual budget of more than $50 million.®
In the 2018-19 fiscal year, it received more than
28 million financial transaction reports:>*

large cash transaction reports 10,055,099
electronic fund transfer reports 17,627,947
suspicious transaction reports 235,661
cross-border currency /

seizure reports 61,583
casino disbursement reports 201,145
Total reports 28,181,435

During that same period, FINTRAC made about
1,900 unique disclosures of financial intelligence
respecting money laundering to police and law en-

53  See FINTRAC's Annual Report, 2018-19, p 33, available at https://www. FINTRAC-canafe.gc.ca/publications/ar/2019/ar2019-eng.pdf.
54 See FINTRAC’s Annual Report, 2018-19, Annex C, p 37, available at https://www.FINTRAC-canafe.gc.ca/publications

ar/2019/1-eng#si1i.
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forcement across the country, of which 332 were sent
to British Columbia.* FINTRAC'’s website asserts that
it also generates valuable strategic intelligence, in-
cluding specialized research reports and trends anal-
ysis. It is important that Canada share information
about these reports with the Commission.

The Commission obtained the statistical infor-
mation cited above from FINTRAC’s most recently
published annual report and other information on its
website. Although FINTRAC has supplied the Com-
mission with aggregate data about reporting from
BC reporting entities, many of the Commission’s re-
quests to Canada for more detailed empirical infor-
mation from FINTRAC remain outstanding. FINTRAC
is Canada’s richest depository of financial intelligence
respecting money laundering, a point that Canada
emphasized in its opening statement to the Commis-
sion: “FINTRAC receives the information that it needs
to generate actionable financial intelligence for Can-
ada’s police, law enforcement and national security
agencies.” It also conducts strategic analysis, pro-
ducing a wide range of products that reveal existing
and developing forms of illegal money movements.

The Commission expects Canada to provide in-
formation from FINTRAC that would improve its
understanding of the nature and extent of money
laundering in the province so the Commission can
assess the effectiveness of the current anti-money
laundering regime as far as British Columbia is con-
cerned. In particular, the Commission needs Cana-
da to work collaboratively with Commission counsel
to ensure timely production of detailed information
about matters such as the following:

+ the nature and extent of reporting to
FINTRAC from reporting entities based in
British Columbia; and

« disclosures sent to British Columbia,
including, for example, information about
the proportion that was prompted by

Voluntary Information Records,” the time-
liness of FINTRAC disclosures, and wheth-
er the disclosures led to prosecutions and/
or asset forfeiture.

Internationally, FINTRAC has entered into more
than one hundred bilateral agreements with foreign
financial intelligence units, leading to a two-way
exchange of financial intelligence. It is a member
of Canada’s delegation to the Financial Action Task
Force and participates in FATF-style regional bodies
such as the Asia / Pacific Group and the Caribbean
Financial Action Task Force. It works closely with its
counterpart organizations within the Five Eyes com-
munity (consisting of Australia, Canada, New Zea-
land, the United Kingdom, and the United States)
and is also a member of the Egmont Group, made
up of 158 international financial intelligence units.

Investigative / Law Enforcement Capacity
The Financial Action Task Force’s Forty Recommen-
dations include provisions respecting law enforce-
ment, including section 30, which states, in part:
Countries should ensure that desig-
nated law enforcement authorities
have responsibility for money laun-
dering and terrorist financing in-
vestigations within the framework
of national AML/CFT [anti-money
laundering / combatting the financ-
ing of terrorism] policies. At least in
all cases related to major proceeds-
generating offences, these designated
law enforcement authorities should
develop a pro-active parallel financial
investigation when pursuing mon-
ey laundering, associated predicate
offences and terrorist financing.
In 1996, the federal government established a
national anti-money laundering investigative entity

55  See FINTRAC'’s Annual Report, 2018-19, p 2, available at https://www.FINTRAC-canafe.gc.ca/publications/ar/2019/ar2019-eng.pdf.

56  Opening statement of the Government of Canada, para 46.

57  Voluntary Information Records are reports submitted to FINTRAC by members of the public where they have suspicions

about money laundering or financing of terrorist activities.
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consisting of 13 Integrated Proceeds of Crime units
across the country, but that program was terminat-
ed in 2012. According to the evidence of a provincial
deputy minister,*® the Joint Illegal Gaming Investi-
gation Team is the only law enforcement entity in
British Columbia with a specific anti-money laun-
dering mandate. It is a provincial entity. Canada,
in its opening statement, stated that in the federal
sphere, the Financial Integrity Program within the
RCMP’s Federal and Serious Organized Crime unit
houses two specialized money laundering teams.
These teams are tasked with the intelligence-led de-
tection, disruption, and enforcement of organized
crime groups involved in money laundering oper-
ations in British Columbia, nationally and interna-
tionally. Evidence is needed to clarify whether and
to what extent these federal and provincial entities
are dedicated to and fully operational in pursuing an
anti-money laundering mandate.*

I will need to hear detailed evidence respect-
ing matters such as the number of sworn officers
and civilian employees assigned to the two Federal
and Serious Organized Crime teams, the number
actually engaged in their anti-money laundering
investigations, and the number of anti-money laun-
dering investigations currently underway.

I also look forward to hearing evidence from
Canada respecting anti-money laundering initia-
tives, including new funding of about $16 million
annually, which were announced in the federal
government’s 2019 budget:*

+ to establish an Anti-Money Laundering Ac-

tion, Coordination and Enforcement Team,
a five-year pilot project that will strengthen
federal inter-agency coordination and iden-
tify and address significant money launder-
ing and financial crime threats;

+ to create a four-year Trade-Based Money

Laundering Centre of Expertise to
strengthen the ability of the Canada Border

58  Testimony of Mark Sieben, Transcript, June 11, 2020, p 79.
59  Opening statement of the Government of Canada, para 76.

60  See https://www.budget.gc.ca/2019/docs/plan/chap-04-en.html.

Services Agency and FINTRAC to target
these growing threats; and

+ to strengthen FINTRAC’s capacity to
tackle modern financial practices such
as virtual currencies, foreign money
services businesses, and prepaid products;
to expand public / private partnerships;
and to assist British Columbia’s outreach
and examinations of money laundering in
casinos and real estate.

Prosecutorial Expertise

In some anti-money laundering models, prosecu-
tors have been embedded within a country’s anti-
money laundering investigative entity to provide
legal advice, make court applications, and pre-
pare for trial. In Canada, federal and provincial
prosecutors were previously embedded within the
RCMP’s Integrated Proceeds of Crime units, which
have now been disbanded.

Asset Recovery Capacity
According to the Financial Action Task Force’s For-
ty Recommendations:

Countries should ensure that com-
petent authorities have responsi-
bility for expeditiously identifying,
tracing and initiating actions to
freeze and seize property that is, or
may become, subject to confisca-
tion, or is suspected of being pro-
ceeds of crime. Countries should
also make use, when necessary,
of permanent or temporary multi-
disciplinary groups specialised in
financial or asset investigations.

Canada has a bifurcated asset recovery regime.
Criminal forfeiture is provided for in federal legis-
lation such as the Criminal Code and the Controlled
Drugs and Substances Act. It typically requires a crim-
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inal conviction as a precondition to applying to the
court for forfeiture as part of the sentencing process.

Most provincial governments, including Brit-
ish Columbia,” have enacted legislation estab-
lishing civil forfeiture schemes. They involve in
rem proceedings®® against the proceeds or instru-
ments of unlawful activity rather than legal action
against an individual.

Federal / Provincial Integration

There are, to my understanding, mechanisms that
permit municipal and provincial police depart-
ments and other law enforcement agencies to pro-
vide information to FINTRAC. In response, and as
a result of its own analysis, FINTRAC makes action-
able financial intelligence disclosures. Other feder-
al departments and agencies, including the Canada
Revenue Agency and the Canada Border Services
Agency, investigate and take enforcement action
within their own specific mandates, such as for vi-
olation of Canada’s laws regarding income tax, cus-
toms, and cross-border transport of cash.

One aspect of Canada’s anti-money laundering re-
gime thatis likely to attract attention in the evidentiary
hearings is whether, and, if so, to what extent, the flow
of intelligence and information from FINTRAC to Brit-
ish Columbia’s law enforcement agencies is deficient
and represents a barrier to effective law enforcement
in the province with respect to money laundering. An-
other topic of interest will be whether limitations on
the development of information-sharing partnerships
(including operational intelligence) among financial
institutions, other reporting entities, and BC-based
law enforcement agencies similarly create barriers
to effective investigations. To the extent that either
of these issues represents a barrier to effective law
enforcement, I will have to consider how British Co-
lumbia can most effectively overcome these barriers.

61  Cuwil Forfeiture Act, SBC 2005, ¢ 29.
62

63  Opening statement of the Government of Canada, para 199.
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One option under consideration is the creation of a
dedicated provincial anti-money laundering unit.

The Situation in British Columbia

Given that this Commission is established by the pro-
vincial government, I am most interested in learning
about the incidence of money laundering in British
Columbia as well as what measures might be taken
to combat that money laundering. At the same time,
I am mindful that Canada, in its opening statement,
provided an informative overview of the various
federal agencies that investigate, prosecute, and take
asset recovery action against those who possess and/
or launder the proceeds of crime. Canada acknowl-
edged that “Canada’s AML/ATF [anti-money launder-
ing / anti-terrorist financing] Regime as a whole is a
federal responsibility, stemming from the criminal
law power.”®* Canada also made the point that there
are many areas of shared jurisdiction with the prov-
inces and territories, including company incorpora-
tion, land registration, regulation of some financial
services businesses, and provincial and municipal
law enforcement agencies which are able to conduct
criminal investigations, including investigations
based on disclosures from FINTRAC.

To date, Canada’s approach appears to have been
to fulfill the expectations of the international Finan-
cial Action Task Force model, generally by adopting
a national (as opposed to province-by-province)
approach to money laundering, and questions have
been raised about the adequacy of the law enforce-
ment response.

I have already had the benefit of an insightful
body of evidence from the province, in particular,
a panel of witnesses led during the overview hear-
ings in June 2020.% It appears that the province has
been working to develop anti-money laundering

Meaning a legal action taken “against” or in relation to an item of property rather than a person.

Evidence of Mark Sieben (deputy solicitor general, BC Ministry of Public Safety and Solicitor General), Dr. Christina Dawkins

(executive lead, Finance Real Estate Data Analytics, BC Ministry of Finance), and Megan Harris (executive director and lead,
Anti-Money Laundering Secretariat, BC Ministry of Attorney General), June 11-12, 2020.
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strategies, and I am confident it will continue to
support the Commission with useful evidence on
these issues.

In order for me to most effectively address the
complex problem of money laundering in this prov-
ince, I will need the engagement and co-operation
of both the provincial and the federal governments.
Both are participants in this Inquiry. Both have valu-
able expertise and experience. I expect to receive,
from British Columbia and Canada, a full body of ev-
idence about past efforts and future plans for tack-
ling money laundering in the province.

Canada recognizes that our country’s anti-
money laundering regime as a whole is a feder-
al responsibility. In assessing what steps British
Columbia must take to effectively combat money
laundering in the province, I must understand:

+  whether the RCMP plans to establish in Brit-
ish Columbia a federal anti-money launder-
ing entity or to work with British Columbia
in developing a joint federal-provincial anti-
money laundering investigative entity, above
and beyond the teams located in the RCMP’s
Federal and Serious Organized Crime Finan-
cial Integrity Program; and, if so,

« whether that entity’s mandate will in-
clude the identification and investigation
of money laundering arising in British
Columbia; and

« anindication of the level of funding
that the RCMP is prepared to commit
to such an entity, including proposed
staffing levels for sworn police officers
and for civilian employees with
expertise in forensic accounting and
the tracing of funds nationally and
internationally; and

« whether Canada is contemplating changes
to its legal and regulatory anti-money
laundering regime
* toallow authorized members of such an

investigative entity to have direct access

65  Dirty Money 2, p 292.

to FINTRAC's records obtained from
reporting entities;
+ to authorize other federal partners
in Canada’s anti-money laundering
regime, including FINTRAC, the Cana-
da Revenue Agency, the Canada Border
Services Agency, and the Public Prose-
cution Service of Canada to work within
an integrated organizational structure
with the investigative entity; and
+ to foster information-sharing partner-
ships with financial institutions and
other reporting entities.
Unless and until the Commission receives answers to
the questions posed above, its ability to understand
and fully engage with the issues raised by its Terms
of Reference may be compromised, and its ability to
make well-informed recommendations to address
those issues may be correspondingly affected.

I assure readers that the Commission’s research
is continuing and that no final decisions will be
made about any of the issues in the Terms of Refer-
ence until all of the evidence and submissions have
been received and thoughtfully considered.

Asset Forfeiture

Dr. German described asset forfeiture asa “valuable
tool in the arsenal of the government when dealing
with suspicious cash.” Not only does it reduce the
quantity of illicit funds in need of laundering but it
disrupts the activities of organized crime and pro-
vides a significant disincentive (or deterrent) for
laundering illicit funds in British Columbia. The
Commission’s work in this area has primarily in-
volved interviews with leading asset forfeiture ex-
perts from various jurisdictions, including Ontario,
Manitoba, the United States, the United Kingdom,
Australia, Ireland, and South Africa. Key issues to
be addressed include
« unexplained wealth orders, including
the advisability and viability of such
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orders in the Canadian context and the
policy considerations surrounding
their implementation;

« whether the BC Civil Forfeiture Office
should be given enhanced investigative
powers, including the autonomy and
capacity to identify its own targets;

« whether the BC Civil Forfeiture Office
would be more effective if staffed
with investigators, analysts, and other
professionals (and, if so, what special
status, if any, should they be given);

« whether there are ways to enhance
information sharing and other forms of co-
operation between the BC Civil Forfeiture
Office and other relevant agencies;

« whether the self-funding model currently
being used in British Columbia is the most
efficacious way of combatting money
laundering; and

« the impact of any changes to the BC civil
forfeiture model on the liberty and privacy
interests of BC residents.

Other Money Laundering
Vulnerabilities

Finally, the Commission will be exploring money
laundering vulnerabilities in emerging areas such
as virtual assets.

Virtual assets were the subject of a Financial
Action Task Force Report published in June 2019
which prompted changes to the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act to
introduce new obligations for businesses that deal
in virtual currencies.

Issues to be addressed in this area include:

+ the nature and extent of money laundering

in this sector;

« typologies of money laundering in

this sector;

+ the impact of recent amendments to the Pro-
ceeds of Crime (Money Laundering) and Terror-
ist Financing Act concerning virtual assets;

+ the ability of law enforcement to deal with
money laundering in this sector;

+ the role of public-private partnerships in
gathering and sharing intelligence about
financial crimes through virtual assets; and

« the money laundering risks that arise from
the inability of virtual asset service provid-
ers to access traditional banking services.

I anticipate hearing evidence about each of

these issues during the evidentiary hearings.

Conclusion

While the Commission has much to accomplish
during its evidentiary hearings, I am confident
that the evidence led by Commission counsel and
developed by participants through the hearing
process will allow the Commission to fulfill its
mandate in a timely and effective way.

Money laundering is an issue of great importance
to the citizens of British Columbia. It is a crime that
strikes at the heart of our collective values and cor-
rupts the fabric of a free and democratic society. The
Commission will do its utmost to uncover the nature
and scope of the problem and ensure that those in-
volved in the fight against money laundering have
the information and tools they need to address it.

I am very grateful to participants and counsel
for their continued engagement with the Commis-
sion and look forward to giving the citizens of Brit-
ish Columbia the answers they deserve.
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Appendix A

Order in Council — Terms of Reference

PROVINCE OF BRITISH COLUMBIA
ORDER OF THE LIEUTENANT GOVERNOR IN COUNCIL

Order in Council No. 23 8 , Approved and Ordered Ma_y 1 5’ 20 1 9

Lieutepant|/Governor
Executive Council Chambers, Victoria

On the recommendation of the undersigned, the Lieutenant Governor, by and with the advice and consent of the
Executive Council, orders that the attached order is made, as it is considered in the public interest, to establish the
Commission of Inquiry into Money Laundering in British Columbia.

LA s imis

Attorney General = @ding M@ber of the Executive Council

(This part is for administrative purposes only and is not part of the Order.)

Authority under which Order is made:

Actand section:  Public Inquiry Act, $.B.C. 2007, ¢.9,ss.2 and §

Other:

020321227
page 1 of 3
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Appendix A= ORDER IN COUNCIL - TERMS OF REFERENCE

COMMISSION OF INQUIRY INTO MONEY LAUNDERING IN BRITISH
COLUMBIA ORDER

Definitions
1 In this order:
“Act” means the Public Inquiry Act,;
“commission” means the commission established under section 2 of this order;

“money laundering” means the process used to disguise the source of money or
assets derived from illegal activity.

Establishment of commission

2 (1) A study and hearing commission called the Commission of Inquiry into Money
Laundering in British Columbia is established under section 2 of the Act.

(2) The Honourable Justice Austin F. Cullen is the sole commissioner of the
commission.

Purposes of commission
3 The purposes of the commission are as follows:

(a) to inquire to and report on money laundering in British Columbia;
(b) to make recommendations referred to in section 4 (2) (a).

Terms of reference

4 (1) The terms of reference of the commission are to conduct hearings and make
findings of fact respecting money laundering in British Columbia, including the
following:

(a) the extent, growth, evolution and methods of money laundering in the
following sectors:

(i) gaming and horse racing;
(ii) real estate;
(iii) financial institution and money service, including unregulated
entities and persons who provide banking-like services;

(iv) corporate, in relation to the use of shell companies, trusts, securities
and financial instruments for the purposes of money laundering;
(v) luxury goods;
(vi) professional service, including legal and accounting;
(b) the acts or omissions of regulatory authorities or individuals with powers,
duties or functions in respect of the sectors referred to in paragraph (a), or
any other relevant sector, to determine whether those acts or omissions have

contributed to money laundering in British Columbia and whether those acts
or omissions have amounted to corruption;

(c) the scope and effectiveness of the powers, duties and functions exercised or
carried out by the regulatory authorities or individuals referred to in
paragraph (b);
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(d) the barriers to effective law enforcement respecting money laundering in
British Columbia.
(2) Further terms of reference of the commission are as follows:

(a) to make recommendations the commission considers necessary and
advisable, including recommendations respecting the following:

(i) the regulation of the sectors referred to in subsection (1) (a) or any
other relevant sector;

(i1) the acts or omissions referred to in subsection (1) (b);
(iii) the powers, duties and functions referred to in subsection (1) (c);
(iv) the barriers referred to in subsection (1) (d);

(b) to review and take into consideration the following reports:

(1) Dirty Money: An Independent Review of Money Laundering in Lower
Mainland Casinos conducted for the Attorney General of British
Columbia, Peter M. German, Q.C., March 31, 2018;

(ii) Vancouver at Risk—Turning the Tide—An Independent Review of
Money Laundering in B.C. Real Estate, Luxury Vehicle Sales &
Horse Racing, Peter M. German, Q.C., March 31, 2019;

(iii) Real Estate Regulatory Structure Review (2018), Dan Perrin;

(iv) Combatting Money Laundering in BC Real Estate, Maureen
Maloney, Tsur Somerville and Brigitte Unger, March 31, 2019;

(c) to submit to the Attorney General and the Minister of Finance

(i) aninterim report on or before the date that is 18 months after the date
this order is made, and

(ii) a final report on or before the date that is 2 years after the date this
order is made.

(3) If the commissioner has reasonable grounds to believe that any information
obtained during the inquiry may be useful in the investigation or prosecution of
an offence under the Criminal Code, the commissioner must forward that
information to the appropriate authorities.

(4) The commission is to carry out the inquiry in such a way as to ensure the inquiry
does not jeopardize any ongoing criminal investigation or proceeding.

(5) The commission may not inquire into any matter respecting the exercise of
prosecutorial discretion.

Expenses

5 Subject to the directives of Treasury Board, the commissioner is entitled to be
reimbursed for reasonable travelling and living expenses at the rates specified for
Group III employees set out in the government’s Core Policy and Procedures Manual.
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Appendix B
Media Reports

Date Title Author Outlet
January 4, 2011 ‘Dirty money’ suspected in B.C. Chris Brown, CBC News
casino deals Lisa Johnson,

Curt Petrovich and
Eric Rankin

August 10, 2015 Money laundering accusations are a Glen Korstrom Business in
raw deal, casinos say Vancouver
April 1, 2016 Real estate scams need high-tech Sam Cooper The Vancouver Sun

attention, say Vancouver and
Canadian experts

September 16, 2016 Vancouver real estate used for money Sam Cooper The Vancouver Sun
laundering, international agency says

September 29, 2016 Richmond MP and lawyer named Sam Cooper The Vancouver Sun

in fraud lawsuits filed by Chinese
immigrant investors

October 7, 2016 Closing loopholes in anti-money Anna Dimoff CBC News

laundering laws could hurt clients’
rights, says lawyer

December 9,2016  MP’s law firm sued in case involving Sam Cooper and The Vancouver Sun

allegations of Chinese underground Chuck Chiang
banks and missing millions

February 27,2017  Battle over lawyers’ money laundering ~ Sam Cooper The Vancouver Sun
loophole shapes up in B.C.
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https://www.cbc.ca/news/canada/british-columbia/dirty-money-suspected-in-b-c-casino-deals-1.1070135
https://www.cbc.ca/news/canada/british-columbia/dirty-money-suspected-in-b-c-casino-deals-1.1070135
https://www.vancourier.com/news/money-laundering-accusations-are-a-raw-deal-casinos-say-1.2025901
https://www.vancourier.com/news/money-laundering-accusations-are-a-raw-deal-casinos-say-1.2025901
https://vancouversun.com/news/local-news/real-estate-scams-need-high-tech-attention-say-vancouver-and-canadian-experts
https://vancouversun.com/news/local-news/real-estate-scams-need-high-tech-attention-say-vancouver-and-canadian-experts
https://vancouversun.com/news/local-news/real-estate-scams-need-high-tech-attention-say-vancouver-and-canadian-experts
https://vancouversun.com/business/real-estate/international-report-points-to-canada-money-laundering-loopholes
https://vancouversun.com/business/real-estate/international-report-points-to-canada-money-laundering-loopholes
https://www.cbc.ca/news/canada/british-columbia/lawyers-protect-confidentiality-1.3797440
https://www.cbc.ca/news/canada/british-columbia/lawyers-protect-confidentiality-1.3797440
https://www.cbc.ca/news/canada/british-columbia/lawyers-protect-confidentiality-1.3797440
https://vancouversun.com/news/local-news/mps-law-firm-sued-in-case-involving-allegations-of-chinese-underground-banks-and-missing-millions
https://vancouversun.com/news/local-news/mps-law-firm-sued-in-case-involving-allegations-of-chinese-underground-banks-and-missing-millions
https://vancouversun.com/news/local-news/mps-law-firm-sued-in-case-involving-allegations-of-chinese-underground-banks-and-missing-millions
https://vancouversun.com/news/national/b-c-a-battleground-for-lawyer-loophole-cases
https://vancouversun.com/news/national/b-c-a-battleground-for-lawyer-loophole-cases
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March 23, 2017 Federal budget measures aim to toughen James Bradshaw The Globe and Mail
money laundering rules

May 25, 2017 Fraser Valley board warns offshore Sam Cooper The Vancouver Sun

clients seeking to misuse realtor
bank accounts

September 17,2017 RCMP shelved hundreds of organized-  Colin Freeze The Globe and Mail
crime cases after terror attacks

September 26, 2017  Former finance minister warned BCLC ~ Sam Cooper The Vancouver Sun
about large casino cash transactions

September 29, 2017  Exclusive: How B.C. casinos are used to  Sam Cooper The Vancouver Sun
launder millions in drug cash

October 4, 2017 RCMP casino money laundering Sam Cooper The Vancouver Sun
probe uncovered alleged ‘terrorist
financing’ links

October 7, 2017 Organized crime a “viable threat to Sam Cooper The Vancouver Sun

public safety’ in B.C. casinos: 2017
gov’t report

October 11, 2017 Highest proportion of high-rollers Sam Cooper The Vancouver Sun
at River Rock Casino are real estate

professionals: internal audit

October 16, 2017 B.C. casinos knowingly accepted Sam Cooper The Vancouver Sun
‘banned’ cash: Confidential report

October 19, 2017 Charges laid in probe of alleged B.C. Sam Cooper The Vancouver Sun
drug-cash money-laundering

October 21, 2017 River Rock-BCLC meetings in 2014 show Sam Cooper The Vancouver Sun
depth of concern over big-cash gamblers

October 23, 2017 Casino boss ‘proud of our track record”  None Provided CBC News

in face of money laundering review

October 24, 2017 Illegal gaming unit killed in 2009 due to Sam Cooper The Vancouver Sun
BCLC ‘funding pressure’

October 30, 2017 Ontario PCs urge halt to Toronto Allison Jones The Globe and Mail
casino deal during B.C. money-

laundering probe
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https://www.theglobeandmail.com/report-on-business/streetwise/ottawa-looks-to-get-tougher-on-money-laundering/article34395355/
https://www.theglobeandmail.com/report-on-business/streetwise/ottawa-looks-to-get-tougher-on-money-laundering/article34395355/
https://vancouversun.com/news/local-news/fraser-valley-board-warns-offshore-clients-seeking-to-misuse-realtor-bank-accounts
https://vancouversun.com/news/local-news/fraser-valley-board-warns-offshore-clients-seeking-to-misuse-realtor-bank-accounts
https://vancouversun.com/news/local-news/fraser-valley-board-warns-offshore-clients-seeking-to-misuse-realtor-bank-accounts
https://www.theglobeandmail.com/news/national/mounties-put-hundreds-of-files-on-hold-in-shift-toward-anti-terrorism/article36285597/
https://www.theglobeandmail.com/news/national/mounties-put-hundreds-of-files-on-hold-in-shift-toward-anti-terrorism/article36285597/
https://vancouversun.com/news/local-news/former-b-c-finance-minister-warned-bclc-about-large-casino-cash-transactions-in-2015
https://vancouversun.com/news/local-news/former-b-c-finance-minister-warned-bclc-about-large-casino-cash-transactions-in-2015
https://vancouversun.com/news/national/exclusive-how-b-c-casinos-are-used-to-launder-millions-in-drug-cash
https://vancouversun.com/news/national/exclusive-how-b-c-casinos-are-used-to-launder-millions-in-drug-cash
https://vancouversun.com/news/national/charges-laid-in-probe-of-alleged-b-c-drug-cash-money-laundering
https://vancouversun.com/news/national/charges-laid-in-probe-of-alleged-b-c-drug-cash-money-laundering
https://www.cbc.ca/news/canada/british-columbia/casino-money-laundering-1.4368403
https://www.cbc.ca/news/canada/british-columbia/casino-money-laundering-1.4368403
https://www.theglobeandmail.com/news/national/ontario-pcs-urge-halt-to-casino-deal-during-bc-money-laundering-probe/article36765128/
https://www.theglobeandmail.com/news/national/ontario-pcs-urge-halt-to-casino-deal-during-bc-money-laundering-probe/article36765128/
https://www.theglobeandmail.com/news/national/ontario-pcs-urge-halt-to-casino-deal-during-bc-money-laundering-probe/article36765128/
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November 23,2017  Victoria gives BCLC more teeth to Sam Cooper The Vancouver Sun
regulate B.C. casinos

November 23,2017 B.C. Lottery Corp given more oversight ~ Dirk Meissner CBC News
to monitor casinos amid review

November 29, 2017  B.C. attorney general orders ICBC to Sam Cooper The Vancouver Sun

investigate claims linked to casino
money-laundering probe

December 5,2017  Richmond lawyer says trust-fund cash ~ Sam Cooper The Vancouver Sun

was stolen, laundered through a B.C.
casino and sent to China

December 6,2017  Money-laundering at B.C. casinos: Sam Cooper The Vancouver Sun

Review calls for increased reporting of
big cash deposits

December 13,2017  Ontario probes alleged money Karen Howlett The Globe and Mail
laundering in B.C. casino

December 14,2017  Gang police and ‘transaction assessment Sam Cooper The Vancouver Sun
team’ now operating in B.C. casinos,

documents show

December 20, 2017  Documents point to $5,000-chip Sam Cooper The Vancouver Sun
problems at River Rock Casino

December 21,2017  B.C.’s top slot machine players rake in Sam Cooper The Vancouver Sun
millions in jackpots, review shows

January 8, 2018 China’s hunt for corrupt officials could ~ Sam Cooper The Vancouver Sun
affect BCLC ‘whale’ gambler revenue

January 10, 2018 B.C. rolls out new casino rules aimed at  Justine Hunter The Globe and Mail
tackling money laundering

January 12, 2018 Chinese developer took $2.68-million Sam Cooper The Vancouver Sun
cash loan in Richmond coffee shop, legal

filings allege

January 25, 2018 River Rock VIP host deregistered after Sam Cooper The Vancouver Sun
B.C. government probe

February 2, 2018 Huge B.C. money-laundering Sam Cooper The Vancouver Sun
investigation pivots to drugs and guns
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https://www.cbc.ca/news/canada/british-columbia/new-oversight-for-bclc-casinos-david-eby-1.4417157
https://www.cbc.ca/news/canada/british-columbia/new-oversight-for-bclc-casinos-david-eby-1.4417157
https://vancouversun.com/news/local-news/richmond-lawyer-claims-trust-fund-cash-laundered-through-b-c-casino
https://vancouversun.com/news/local-news/richmond-lawyer-claims-trust-fund-cash-laundered-through-b-c-casino
https://vancouversun.com/news/local-news/richmond-lawyer-claims-trust-fund-cash-laundered-through-b-c-casino
https://vancouversun.com/news/local-news/preliminary-findings-of-review-into-money-laundering-at-b-c-casinos-released-by-peter-german
https://vancouversun.com/news/local-news/preliminary-findings-of-review-into-money-laundering-at-b-c-casinos-released-by-peter-german
https://vancouversun.com/news/local-news/preliminary-findings-of-review-into-money-laundering-at-b-c-casinos-released-by-peter-german
https://www.theglobeandmail.com/news/national/ontario-probes-alleged-money-laundering-in-bc-casino/article37311365/
https://www.theglobeandmail.com/news/national/ontario-probes-alleged-money-laundering-in-bc-casino/article37311365/
https://vancouversun.com/news/national/gang-police-and-transaction-assessment-team-now-operating-in-b-c-casinos-documents-show
https://vancouversun.com/news/national/gang-police-and-transaction-assessment-team-now-operating-in-b-c-casinos-documents-show
https://vancouversun.com/news/national/gang-police-and-transaction-assessment-team-now-operating-in-b-c-casinos-documents-show
https://vancouversun.com/news/local-news/chinas-hunt-for-corrupt-officials-could-affect-bclc-whale-gambler-revenue
https://vancouversun.com/news/local-news/chinas-hunt-for-corrupt-officials-could-affect-bclc-whale-gambler-revenue
https://www.theglobeandmail.com/news/british-columbia/bc-rolls-out-new-casino-rules-aimed-at-tackling-money-laundering/article37570414/
https://www.theglobeandmail.com/news/british-columbia/bc-rolls-out-new-casino-rules-aimed-at-tackling-money-laundering/article37570414/
https://vancouversun.com/news/national/huge-b-c-money-laundering-investigation-pivots-to-drugs-and-guns
https://vancouversun.com/news/national/huge-b-c-money-laundering-investigation-pivots-to-drugs-and-guns
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February 15, 2018

February 16, 2018

February 24, 2018

March 13, 2018

March 16, 2018

April 19, 2018

May 30, 2018

June 6, 2018

June 27, 2018

June 28, 2018

June 28, 2018

June 30, 2018

River Rock Casino’s top VIP
hostess no longer at the casino
following de-registration

B.C. vows crackdown after Globe
investigation reveals money-1
aundering scheme

Police probed calls made from Burnaby
casino to E-Pirate suspect Paul King Jin

Massive BCLC casino cheque payouts
were mostly returned funds

Confidential report: Anti-money-
laundering measures will significantly

reduce BCLC casino revenue

Sam Cooper

Kathy Tomlinson and
Xiao Xu

Sam Cooper

Sam Cooper

Sam Cooper

How Chinese gangs are laundering drug Sam Cooper

money through Vancouver real estate

EXCLUSIVE: VIP linked to top Chinese ~ Sam Cooper

officials, real estate, corruption
allegations, gambled with $490k at

B.C. casino

‘High roller’ suspected of laundering
$855M arrested in B.C., ordered deported

B.C. casinos ‘unwittingly served
as laundromats’ for proceeds of
crime: report

None Provided

Rhianna Schmunk

RCMP casinos report raises questions Mike Hager

about previous B.C. Liberal government
response on money-launderin

How institutional infighting

allowed money laundering to flourish
at B.C. casinos

Jason Proctor

‘They didn’t want to listen’: Fired

gambling inspector feels vindicated
by report

Jason Proctor
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The Vancouver Sun

The Globe and Mail

The Vancouver Sun

The Vancouver Sun

Vancouver Sun

Global News

Global News

CBC News

CBC News

The Globe and Mail

CBC News

CBC News


https://www.theglobeandmail.com/news/investigations/real-estate-money-laundering-and-drugs/article38004840/
https://www.theglobeandmail.com/news/investigations/real-estate-money-laundering-and-drugs/article38004840/
https://www.theglobeandmail.com/news/investigations/real-estate-money-laundering-and-drugs/article38004840/
file:///Volumes/Media/%7e%20Current%20Client%20Data/Cullen%20Commission/20-1255-CUL-Interim-Report/Admin/Support/From%20Client/Police%20probed%20calls%20made%20from%20Burnaby%20casino%20to%20E-Pirate%20suspect%20Paul%20King%20Jin
file:///Volumes/Media/%7e%20Current%20Client%20Data/Cullen%20Commission/20-1255-CUL-Interim-Report/Admin/Support/From%20Client/Police%20probed%20calls%20made%20from%20Burnaby%20casino%20to%20E-Pirate%20suspect%20Paul%20King%20Jin
https://vancouversun.com/news/national/embargoed-until-330-am-friday-confidential-report-anti-money-laundering-measures-will-significantly-reduce-bclc-casino-revenue
https://vancouversun.com/news/national/embargoed-until-330-am-friday-confidential-report-anti-money-laundering-measures-will-significantly-reduce-bclc-casino-revenue
https://vancouversun.com/news/national/embargoed-until-330-am-friday-confidential-report-anti-money-laundering-measures-will-significantly-reduce-bclc-casino-revenue
https://globalnews.ca/news/4149818/vancouver-cautionary-tale-money-laundering-drugs/
https://globalnews.ca/news/4149818/vancouver-cautionary-tale-money-laundering-drugs/
https://globalnews.ca/news/4240091/exclusive-vip-linked-to-top-chinese-officials-real-estate-and-corruption-allegations-gambled-at-b-c-casino/
https://globalnews.ca/news/4240091/exclusive-vip-linked-to-top-chinese-officials-real-estate-and-corruption-allegations-gambled-at-b-c-casino/
https://globalnews.ca/news/4240091/exclusive-vip-linked-to-top-chinese-officials-real-estate-and-corruption-allegations-gambled-at-b-c-casino/
https://globalnews.ca/news/4240091/exclusive-vip-linked-to-top-chinese-officials-real-estate-and-corruption-allegations-gambled-at-b-c-casino/
https://www.theglobeandmail.com/canada/british-columbia/article-rcmp-casinos-report-raises-questions-about-previous-bc-liberal/
https://www.theglobeandmail.com/canada/british-columbia/article-rcmp-casinos-report-raises-questions-about-previous-bc-liberal/
https://www.theglobeandmail.com/canada/british-columbia/article-rcmp-casinos-report-raises-questions-about-previous-bc-liberal/
https://www.cbc.ca/news/canada/british-columbia/casino-money-laundering-vancouver-german-1.4725260
https://www.cbc.ca/news/canada/british-columbia/casino-money-laundering-vancouver-german-1.4725260
https://www.cbc.ca/news/canada/british-columbia/casino-money-laundering-vancouver-german-1.4725260
https://www.cbc.ca/news/canada/british-columbia/money-laundering-casino-bclc-1.4729146
https://www.cbc.ca/news/canada/british-columbia/money-laundering-casino-bclc-1.4729146
https://www.cbc.ca/news/canada/british-columbia/money-laundering-casino-bclc-1.4729146
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July 1, 2018

July 10, 2018

July 24, 2018

July 25, 2018

August 17, 2018

August 20, 2018

August 29, 2018

September 6, 2018

October 1, 2018

September 28, 2018

October 5, 2018

October 24, 2018

‘Sometimes your outcomes aren’t

perfect,” says former minister on B.C.
money laundering report

Warnings ignored: Investigator fired

after raising concerns about casino

money laundering

Alleged partnership of Canadian casino
company with gambling tycoon could
trigger new investigation

British Columbia toughens requirements
for property purchased by corporations,

trusts

B.C.’s gaming regulator investigating

‘deeply concerning allegations’ of

sex assault, harassment at River

Rock Casino

Exclusive: Peter German denies conflict

in B.C. casino probe despite sitting on
board with casino executive

Exclusive: River Rock Casino warned

employees may have shred large cash
transaction records

Hidden ownership loopholes make
Canada a ‘pawn in global game of

money laundering’ report says

Former River Rock Casino dealers
caught in raid on suspected illegal

gaming house

Exclusive: Documents allege complicity
in money laundering in major

investigation of River Rock Casino

Exclusive: B.C. casino review

contractor previously consulted for

River Rock Casino

Bonuses paid to B.C. Lottery Corp.

investigators raise concerns
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Rhianna Schmunk

Jon Woodward

Sam Cooper

Mike Hager

Sam Cooper

Sam Cooper

Sam Cooper

Sam Cooper

Jason Proctor

Sam Cooper

Sam Cooper

Paisley Woodward

CBC News

CTV News

Global News

The Globe and Mail

Global News

Global News

Global News

Global News

CBC News

Global News

Global News

CBC News


https://www.cbc.ca/news/canada/british-columbia/rich-coleman-money-laundering-1.4730655
https://www.cbc.ca/news/canada/british-columbia/rich-coleman-money-laundering-1.4730655
https://www.cbc.ca/news/canada/british-columbia/rich-coleman-money-laundering-1.4730655
https://bc.ctvnews.ca/warnings-ignored-investigator-fired-after-raising-concerns-about-casino-money-laundering-1.4008407
https://bc.ctvnews.ca/warnings-ignored-investigator-fired-after-raising-concerns-about-casino-money-laundering-1.4008407
https://bc.ctvnews.ca/warnings-ignored-investigator-fired-after-raising-concerns-about-casino-money-laundering-1.4008407
https://globalnews.ca/news/4328072/canadian-bc-casino-link-vip-hong-kong-tycoon-investigation/
https://globalnews.ca/news/4328072/canadian-bc-casino-link-vip-hong-kong-tycoon-investigation/
https://globalnews.ca/news/4328072/canadian-bc-casino-link-vip-hong-kong-tycoon-investigation/
https://www.theglobeandmail.com/canada/article-british-columbia-toughens-requirements-for-property-purchased-by/
https://www.theglobeandmail.com/canada/article-british-columbia-toughens-requirements-for-property-purchased-by/
https://www.theglobeandmail.com/canada/article-british-columbia-toughens-requirements-for-property-purchased-by/
https://globalnews.ca/news/4394252/bc-gaming-investigating-allegations-sex-assault-harassment/
https://globalnews.ca/news/4394252/bc-gaming-investigating-allegations-sex-assault-harassment/
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November 26, 2018 An introduction to Fentanyl: Making Stewart Bell, Sam Global News
a Killing Cooper, and Andrew
Russell

December 2,2018  Failed B.C. money-laundering case Barrie McKenna The Globe and Mail

shows ‘snow-washing’ is thriving
in Canada

December 3,2018  Ifhelping China hunt fugitives is the Sam Cooper and Global News
price of stemming deadly fentanyl flow, Amanda Connolly
should Canada pay?

January 3, 2019 $20 bills in duffel bags ‘obvious’ money  Jon Woodward CTV News
laundering, warnings ignored: letter

January 9, 2019 EXCLUSIVE: Crown mistakenly exposed Sam Cooper Global News

police informant, killing massive B.C.
money laundering probe

January 11, 2019 B.C. gaming investigators Eric Rankin CBC News

repeatedly warned bosses of
‘horrendous’ money laundering

January 17, 2019 Ontario casino regulator probing Sam Cooper Global News

whether B.C. casino staff were connected
to money-laundering suspects

January 18, 2019 B.C. attorney general says money Sam Cooper Global News

launderers will exploit ‘gaps’in
information sharing in Canada

January 22, 2019 David Eby hopes for action after Bethany Lindsay CBC News
federal minister pledges help on
money laundering

January 28, 2019 Nearly $2 billion in dirty money Sam Cooper Global News
may have flowed through B.C. casinos,
far more than official estimates

January 31, 2019 B.C. casino ‘knowingly accepted’ Sam Cooper Global News

millions from banned loan shark,
audit alleges

February 7, 2019 Justin Trudeau looking for answers but ~ Sam Cooper Global News
doesn’t commit to B.C. casino public
inguiry
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February 7, 2019 ‘BCLC could have stopped this’: Sam Cooper Global News

Former casino investigators question
whether officials unwilling to stop

criminal activity

February 7, 2019 Agency that tracks money James Bradshaw The Globe and Mail

laundering and terrorist financing
to boost transparency

February 11,2019  RCMP arrest 15 people in Montreal and None Provided The Globe and Mail

Toronto allegedly tied to international
money-laundering scheme

February 12,2019  As RCMP investigated casino money Sam Cooper Global News
laundering, police distrust of B.C.

government grew

February 28,2019  Toronto man arrested with $1M in Sam Cooper and Global News

cash may have ties to international Stewart Bell
money launderer. Now, he’s allegedly
fled Canada

March 6, 2019 Casinos, real estate flagged as vulnerable Mike Hager The Globe and Mail
to money laundering as far back as 2014

March 13, 2019 Federal watchdog unable to reliably Mike Hager The Globe and Mail

estimate scope of Canada’s money-
laundering problem: report

March 19, 2019 Canada proposes national money Sam Cooper Global News
laundering task force in budget 2019

March 19, 2019 Federal budget 2019: Ottawa investsin ~ Mike Hager The Globe and Mail
anti-money laundering task force

March 21, 2019 Toronto’s real-estate market risky for Sam Cooper Global News

money laundering, with $28B in opaque
investments: report

March 26, 2019 B.C. Liberal minister intervened Sam Cooper Global News

to raise betting limits, ignoring

money laundering warnings about
Chinese VIPs

April 2, 2019 U.S. deems Canada ‘major money Sam Cooper Global News

laundering country’ as gangs exploit
weak law enforcement
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April 2, 2019

April 2, 2019

April 3, 2019

April 8, 2019

April 8, 2019

April 9, 2019

April 9, 2019

April 10, 2019

April 15, 2019

April 16, 2019

May 1, 2019

May 2, 2019

B.C. unveils Canada’s first beneficial
ownership registry

Wendy Stueck

Canada needs to do more to curb money Mike Hager
laundering, U.S. report says

Man arrested in money-laundering Jason Proctor

probe had stacks of $100 bills in his
pocket, court documents say

No federally funded RCMP officers

dedicated to money laundering in B.C.,
report reveals

None Given

B.C.’s anti-money laundering Kevin Comeau

efforts deserve praise, but more needs

to be done

RCMP’s embrace of civil forfeiture
letting money launderers off the hook in
B.C., experts say

Scotiabank spending $300-million a
year in anti-money-laundering efforts

It’s long been known in B.C. that RCMP Sam Cooper

not investigating money laundering,
sources reiterate

Mike Hager

James Bradshaw

B.C. real estate industry recommends Sam Cooper

amending federal money laundering
laws to improve enforcement

Former RCMP proceeds of crime head

warned bosses of weakened dirty money
investigations

Paisley Woodward

Former B.C. casino supervisor blows Sam Cooper

whistle on when Macau-style money
laundering may have exploded

Whistle-blower warned B.C. casino

in 2000 of alleged ‘cooperation with
organized crime’

Sam Cooper
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May 3, 2019 B.C. casino’s $18K severance agreement Sam Cooper Global News
prevented public criticism about gangs,
former employee claims

May 7, 2019 Fast cars and bags of cash: Gangsters Karin Larson CBC News
using B.C. luxury car market to launder
dirty money

May 7, 2019 Bag containing $100K allegedly stolen ~ Jason Proctor CBC News
as thieves foil Chinese money ‘exchange’

May 13, 2019 Alberta questioning B.C.’s money- Justine Hunter and  The Globe and Mail
laundering report Mike Hager

May 15, 2019 B.C. launches public inquiry to delve Mike Hager and The Globe and Mail
into money laundering Justine Hunter

May 16, 2019 Alleged ‘heavyweight’ gangster could be Sam Cooper and Global News

poster child for B.C.’s public inquiry into Brian Hill
money laundering

May 22, 2019 Crackdown on money laundering does ~ Dirk Meissner The Globe and Mail
not include federal public inquiry, Bill

Blair says

May 28, 2019 B.C. asks universities, colleges to None Provided CBC News
review cash policies after money

laundering report

May 29, 2019 How Canada’s legal system helped Brian Hill and Sam Global News

an alleged Chinese gangster avoid Cooper
deportation for decades

May 30, 2019 Money-laundering watchdog to share Mike Hager The Globe and Mail
information with securities regulator

June 11, 2019 Alleged gang kingpin may have used Sam Cooper and Global News
Liberal MP’s law firm to launder money Brian Hill

through B.C. condo deal

June 12, 2019 Dirty money: it’s a Canadian thing Jason Kirby Maclean’s
June 17, 2019 Liberal MP involved in second bare trust Sam Cooper Global News

deal with client named in ‘transnational
money laundering’ probe

June 21, 2019 Money-laundering task force to crack John O’'Donnell and  The Globe and Mail
down on cryptocurrencies Tom Wilson
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Interim Report

July 2, 2019

July 9, 2019

July 10, 2019

July 11, 2019

July 21, 2019

July 22, 2019

July 30, 2019

August 7, 2019

August 11, 2019

British Columbia mulls ‘invasive’ tool to

combat money laundering, despite civil
liberties concerns

B.C. casino regulator received complaint

alleging BCLC management pressured to
‘allow dirty money’

Canadian cryptocurrency exchanges to
fall under FinTRAC watch in June 2020

Sources say RCMP opened file on Liberal

MP whose firm facilitated real estate
deals in B.C.

Fintechs face higher risk of money laun-
dering, watchdog warns

Mafia’s alleged laundering of money in
Ontario casinos was a surprising choice,
experts say in wake of crime bust

No ‘unlawful activity’ with homes,
woman says

Alleged money launderers deny claim
they were involved in illegal activity

Canada’s anti-money laundering watch-
dog tripled cryptocurrency cases it has
referred to law enforcement in past year
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Appendix C

Topic Areas and Responsible Lawyers

Sector Counsel

Introduction / Overview Patrick McGowan
Brock Martland
Alison Latimer
Kyle McCleery

Gaming Patrick McGowan
Alison Latimer
Kyle McCleery

Professionals Patrick McGowan
Nicholas Isaac
Steven Davis

Virtual Assets (Cryptocurrency) Brock Martland
Eileen Patel
Kelsey Rose

Corporate Brock Martland

Nicholas Isaac
Steven Davis

Quantification Brock Martland
Eileen Patel
Kelsey Rose

Asset Forfeiture Patrick McGowan
Eileen Patel
Kyle McCleery
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Sector Counsel

Privacy Brock Martland
Eileen Patel
Kelsey Rose

Financial Institutions Brock Martland

Real Estate

Luxury Goods

Enforcement

Government Response

Other Jurisdictions
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Appendix D

Participants and Counsel*

Participants

Counsel

Government of Canada

Ministry of Attorney General - Gaming Policy and
Enforcement Branch

Ministry of Attorney General - Ministry of Finance

British Columbia Civil Liberties Association

British Columbia Government & Service Employees’ Union
(BCGEU)
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Jan Brongers

Judith E. Hoffman
B] Wray

Ashley Gardner
Dorian Simonneaux
Hanna Davis
Katherine Shelley

Jacqueline D. Hughes
J. Cherisse Friesen
Chantelle Rajotte
Joanna Stratton

Jacqueline D. Hughes
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