QUIIZ By WeirFoulds partner Sylvia Adriano

Money
Laundering

and Real Estate |

Development

The Proceeds of Crime (Money
Laundering) and Terrorist
Financing Act (the “Act”)

was enacted to help law
enforcement officials detect,
investigate, and prosecute
money laundering and offences
relating to the financing of
terrorist activities. On Feb.

20, 2009, portions of the
Regulations Amending Certain
Regulations Made Under the
Proceeds of Crime (Money
Laundering) and Terrorist
Financing Act will come

into force adding real estate
developers to the list of persons
and entities that are subject to
the Act. Take our quiz and see
if you are up to speed on what
real estate developers will have
to do to comply with the Act.

Weirkoulds:»

You are in-house counsel for a company

that built and sold one industrial building
in 2008. As a result, your company is
now considered a “real estate developer”
under the Act and must comply with the
requirements under the legislation from
now on.

True or False?

Under the Act, real estate developers

and other professions covered under the
Act must report any suspicious transactions
to:

(a) The RCMP

(b) Financial Transactions and
Reports Analysis Centre of Canada
(FINTRAC)

(c) The fraud department of their local
or provincial police department.

Which one of the following duties apply
to real estate developers when they sell

for determining the identity of
every person who conducts the
transaction and every corporation
or other entity on whose behalf the
transaction is being conducted.

(d) File a report with FINTRAC if you
are involved in a sale transaction
that seems suspicious or for which
you are paid $10,000 or more in
cash.

(e) All of the above.

Real estate developers and other
professions covered under the Act must

report any cash transaction in excess of:

(a) $10,000

(b) $100,000
() $2,500

(d) $1,000,000

You are in-house counsel for a small
building company that builds one

or two commercial buildings a year for
sale to the public. You have read the
Act and the amending regulations and
plan to ensure that as of February 20,
2009, whenever your company engages
in one of these transactions, it keeps the
required records and identifies clients
in respect of these records, and will
keep records and report to FINTRAC
“large cash transactions”, suspicious
transactions and (however unlikely the
possibility) transactions involving known
terrorist property. By doing this, has your
company discharged its obligations under
the Act?

a new building?:

(a) Maintain a receipt of funds record
for every amount you receive
in the course of a transaction,
which includes information on
the individual or corporation from
which the funds were received
and the accounts from which the
funds are being withdrawn and into
which they will be deposited.

(b) Maintain a client information
record for the clients you deal with,
whether the client is an individual,
corporation or other entity.

(c) Follow specific procedures O Yes or O No
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QUIZ ANSWERS

TRUE. A real estate developer is defined under the Act as
any person or entity who, in a given calendar year after 2007
has sold to the public (other than in the capacity of a real estate
broker or sales representative):
e five or more new houses or condominium units;
e one or more new commercial or industrial buildings;
e one or more new multi-unit residential buildings each of
which contains five or more residential units; or
e two or more new multi-unit residential buildings that
together contain five or more residential units.
Furthermore, once you meet the definition of a “real estate
developer” you will always be considered a real estate devel-
oper and must comply with the Act whenever you engage in
the sale of a new house, condominium unit, commercial build-
ing, industrial building, or multi-unit residential building to the
public from that point forward (unless there is a substantial and
permanent change to your operations).

B. FINTRAC. The regulations to the Act require real

estate developers to report any “suspicious transaction” to
FINTRAC within 30 days of the fact that gave rise to the suspi-
cion. A suspicious transaction is one in which there are reason-
able grounds to suspect that the transaction (whether it has
been completed or is in progress) is related to money laundering
or a terrorist activity financing offence. FINTRAC is Canada’s
financial intelligence unit responsible for analyzing and disclos-
ing financial information and intelligence on suspected money
laundering and terrorist activities financing, and the agency
responsible for collecting information under and ensuring com-
pliance with the Act.

E. ALL OF THE ABOVE. Real estate developers

must complete all of these items when engaged in a pre-
scribed sale transaction, as described earlier. However, there
are exceptions, such as:

e you do not have to keep a receipt of funds record or client
information record if you sell the new building to a public
body (provincial or federal department, Crown agency, an
incorporated municipality or a hospital authority) or a very
large corporation (a company with minimum net assets
of $75 million with shares traded on a Canadian stock
exchange or an exchange outside Canada designated by
the Minister of Finance, and that is operated in a country

that is a member of the Financial Action Task Force),

e you do not have to submit a “large cash transaction
report” if the cash is received from a public body or finan-
cial institution, and

e if you use a real estate broker or sales representative (that
is not your employee) to sell your building, it becomes
the obligation of the broker or sales representative to col-
lect the necessary information and report to FINTRAC as
required under the Act.

The items listed in this question are only short summaries of the
types of information that real estate developers are required to
obtain and maintain; for further details please refer to Guideline
6B — Record Keeping and Client Identification for Real Estate
available on FINTRAC’s website (www.fintrac.gc.ca).

A. $10,000. Real estate developers must submit a large

cash transaction report to FINTRAC within 15 days of receipt
of $10,000 CDN (or its equivalent in foreign currency) or more in
cash. This includes receipt of 2 or more cash transactions by
or on behalf of the same client within 24 hours that add up to
$10,000 or more.

NO. All real estate developers must implement a compli-
ance regime that includes:

e appointment of a compliance officer;

e development and implementation of written compliance
policies and procedures;

e assessment and documentation of the areas in which you
are particularly at risk for money laundering and the mea-
sures you will take to mitigate these high risk areas, and
the development of methods to conduct ongoing monitor-
ing of these areas;

e implementation of an ongoing compliance training pro-
gram for employees and agents; and

e ongoing reviews of the effectiveness of the various ele-
ments of the regime (i.e. every 2 years).

YOU R MR ANNKING &
M One or fewer correct: Might be time to brush up

Two or three correct: Not bad, but could do better.
M Four or five correct: Impressive.

Looking for an easier

way.to attract attention¢:

-

_;E.. .

R e, _

FEBRUARY 2009 CANADIAN Lawyer INHOUSE

— i —

JODS 1AW it casym



	IH_Feb_09_Pg_11
	IH_Feb_09_Pg_12


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 10%)
  /CalRGBProfile (Apple RGB)
  /CalCMYKProfile (U.S. Sheetfed Coated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /FlateEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /DEU <>
    /FRA <>
    /JPN <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [792.000 1224.000]
>> setpagedevice



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 10%)
  /CalRGBProfile (Apple RGB)
  /CalCMYKProfile (U.S. Sheetfed Coated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /FlateEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /DEU <>
    /FRA <>
    /JPN <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [792.000 1224.000]
>> setpagedevice


