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Introduction

• Overview
• Compliance regime for reporting entities
• Cost of non-compliance
• Lawyers’ obligations
• Impact on business community at large
• New developments
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Overview

• What is money laundering?
• What is terrorist financing?
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Overview
Canadian Legislative Framework
• Proceeds of Crime (Money Laundering) and
Terrorist Financing Act (PCMLTFA)
• United Nations Suppression of Terrorism
Regulations
• Criminal Code
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Overview
Financial Transaction and Reports Analysis
Centre of Canada (FINTRAC)
• MANDATE: Facilitate the detection, prevention
and deterrence of money laundering and the
financing of terrorist activities while ensuring the
protection of personal information under its
control
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Overview
International Legislative Framework
• Financial Action Task Force comprised of 34
member jurisdictions and 2 regional organizations
representing most major financial centres in all
parts of the globe
• In addition, 2 observer jurisdictions and a number
of associate members and observer organizations
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Overview
FATF Members
Argentina, Australia, Austria, Belgium, Brazil, Canada,
China, Denmark, Finland, France, Germany, Greece, Hong
Kong, Iceland, India, Ireland, Italy, Japan, Republic of Korea,
Luxembourg, Mexico, Netherlands, New Zealand, Norway,
Portugal, Russian Federation, Singapore, South Africa, Spain,
Sweden, Switzerland Turkey, United Kingdom and United
States (European Commission and Gulf Co-operation Council)
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Compliance Regime
Reporting Entities
• Financial entities (banks, credit unions, caisses
populaires, trust companies)
• Life insurance companies, brokers and agents
• Securities dealers (investment dealers, mutual fund
dealers, exempt market dealers, portfolio
managers)
• Real estate brokers, sales representatives and
developers
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Compliance Regime
Reporting Entities (cont’d.)
• Casinos
• Agents of the Crown
• Money services businesses
• Accountants and accounting firms
• Dealers in precious metals and stones
• British Columbia notaries
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Compliance Regime
Five key elements:
• Appointment of a compliance officer
• Written policies and procedures
• Assessment and documentation of risk and
implementation of risk mitigation measures
• Ongoing compliance training
• Bi-annual review
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Cost of Non-Compliance
Criminal Charges
• Failure to report a suspicious transaction or failure
to make a terrorist property report – up to 5 years
imprisonment and/or $2,000,000 fine
• Failure to report a large cash transaction –
$500,000 for 1st offence and $1,000,000 for each
subsequent offence
• Failure to meet record keeping requirements – up
to 5 years imprisonment and/or $500,000 fine
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Cost of Non-Compliance
Criminal Charges (cont’d.)
• Failure to provide assistance or provide
information during a compliance examination – up
to 5 years imprisonment and/or $500,000 fine
• Disclosing the fact that a suspicious transaction
report was made with intent to prejudice a criminal
investigation – up to 2 years imprisonment
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Cost of Non-Compliance
Administrative Monetary Penalties
•

Failure to implement any of the 5 elements of a
compliance regime – penalty of up to $100,000 per
element

•

Failure by entity to report to senior management within
30 days after compliance program review – penalty of
up to $100,000

•

Failure to ascertain the identity of clients, keep records,
monitor financial transactions and take mitigating
measures in high risk situations – penalty of up to
$100,000
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Cost of Non-Compliance
Administrative Monetary Penalties (cont’d.)
•

Minor violations – from $1 to $1,000 per violation

•

Serious violations – from $1 to $100,000 per violation

•

Very serious violations – from $1 to $100,000 per
violation for an individual and from $1 to $500,000
per violation for an entity
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Cost of Non-Compliance
Public Notice
• Commission of a very serious violation; or
• Base penalty of $250,000 or greater
• Repeat significant non-compliance
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Lawyers’ Obligation

• Canada (Attorney General) v. Federation of Law
Societies of Canada, 2015 SCC 7, [2015] 1 S.C.R.
401
• Part III of By-Law 7.1 – Client Identification and
Verification
• Part III of By-Law 9 – Cash Transactions
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Impact on Business Community

• Exposure to AML compliance regime through
interaction with reporting entities
• Can cause delays when dealing with reporting
entities both in Canada and internationally
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New Developments

• Expanded definition of “politically exposed
domestic person”
• Additional components to be considered in risk
assessments
• Shift toward more principle-based regulation
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Resources
• Financial Transactions and Reports Analysis
Centre of Canada website:
http://www.fintrac.gc.ca/
• pwc Know Your Customer: Quick Reference Guide
(January 2015) (Canada information set out on
pages 326-332):
http://www.pwc.com/gx/en/financialservices/publications/assets/pwc-anti-moneylaundering-2015.pdf
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