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A. Scope of Overview Report

1. This overview report sets out information and attaches documents related to the accounting sector
and the regulation of the accounting profession in British Columbia. It also details the obligations of
chartered professional accountants and accounting firms under the federal anti-money laundering regime.
Its purpose is to provide background and contextual information to support viva voce evidence to be

called during Commission hearings.

B. Background

2. Accountants perform a wide variety of finance-related tasks, such as preparing and maintaining
financial records, preparing tax returns and advising on taxation matters, and performing an audit or
review of a company’s financial statements. Accountants work within a variety of organizations, ranging

from large firms offering multinational business services to small owner-managed enterprises.

3. According to the last Canadian census, approximately 89,000 individuals in British Columbia
worked as accountants? across all industries in 2016, including both professional and unregulated
accountants. Of those 89,000 individuals, approximately 58,000 were unregulated accountants who were

not subject to any statutory oversight.
4. Accountants include both:

a. professional accountants, who are designated as Chartered Professional Accountants
(“CPAs™), and whose practice is regulated in British Columbia by the Chartered
Professional Accountants of British Columbia (“CPABC”) under the Chartered
Professional Accountants Act (“CPA Act”)® and who are subject to the Proceeds of Crime

(Money Laundering) and Terrorist Financing Act;* and

b. other persons who practice as accountants in British Columbia, but who are not CPAs.

Those persons are not regulated or subject to statutory oversight, are not considered to be

! Accountant definition (Sector Definition by the National Occupational Classification (NOC) Code) Primary: 1111
Financial auditors and accountants, 1311 Accounting technicians and bookkeepers. And Secondary: 0111 Financial
managers, -113 Purchasing managers, 0122 Banking, credit and other investment managers, 1112 Financial and
investment analysts, 1113 Securities agents, investment dealers and brokers, and 1114 Other financial officers.

2 Statistics Canada, Census 2016.

3S.B.C. 2015, c. 1. The CPA Act is attached as Appendix “A”.

48.C. 2000, c. 17 [PCMLTFA].
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professional accountants, and do not fall within the definition of “accountant” under the
PCMLTFA (which only covers CPAS).

The practice of accounting measures the results of an organization’s economic activities to

convey that information to a variety of end users, including creditors, management, regulators and

investors. The Financial Action Task Force (“FATF”) defines accounting services to include:

6.

a) audit and assurance services (including reporting accountant work in initial public offerings);
b) book-keeping and the preparation of annual and periodic accounts;

c) tax compliance work;

d) tax advice;

e) trust and company services;

f) internal audit (as a professional service), and advice on internal control and risk management;

g) regulatory and compliance services, including outsourced regulatory examinations and

remediation services;

h) company liquidation/insolvency/receiver-managers/bankruptcy related services;
i) advice on the structuring of transactions;

j) due diligence in relation to mergers and acquisitions;

k) succession advice;

I) advice on investments and custody of client money; and

m) forensic accounting.®

The actual services delivered by accountants may vary between jurisdictions and the examples

provided above may not be applicable in every jurisdiction. In British Columbia, all accountants are able

5 FATF Guidance for a Risk-Based Approach for the Accounting Profession (June 2019) at para 20. Attached as
Appendix “B”.
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to provide these services to the public, regardless of whether or not they are designated as CPAs, with the
exception of portions of subitem (a), the performance of which is reserved exclusively for CPAs.®
CPABC exercises regulatory oversight over the performance of all accounting services when they are
provided by CPAs.

7. The term “accountant” is not protected in the same way as the title of “lawyer” or “doctor”; nor
do professional accountants have a monopoly over the practice of accounting, apart from specified
services set out in the CPA Act.” The CPA Act does not affect the right of a person who is not a member

of CPABC to practice as an accountant or auditor in British Columbia.®

8. Unregulated accountants are not regulated in British Columbia by CPABC or any other statutory
regulatory body, regardless of what services they provide. Many unregulated accountants carry out
activities that fall under the FATF’s description of “accounting services”; however, unregulated

accountants do not fall within the federal anti-money laundering regime.

C. Professional Accountants in British Columbia

Overview

9. In Canada, CPAs are accountants who have undertaken specialized education and required

practical experience in order to practice as professional accountants or regulated accountants.

10. Canada’s CPA profession is regulated by provincial and territorial CPA bodies whose authority
and responsibilities are defined by provincial and territorial legislation. These provincial and territorial
bodies develop, monitor and enforce their applicable bylaws, codes of ethics, and rules of professional
conduct. Provincial CPA bodies collaborate with the Chartered Professional Accountants of Canada
(“CPA Canada™) to set ethical requirements, a harmonized quality assurance program, and investigative
and disciplinary processes that are recommended for adoption in each province subject to local

legislation.

11. On March 25, 2015, the CPA Act received Royal Assent. The coming into force in June 2015 of
the CPA Act unified all professional accountants in British Columbia under a common regulatory
framework. The CPA Act amalgamated and continued, as CPABC, a number of predecessor professional

6 See CPA Act, s. 47(1).
7 1bid.
8 CPA Act, s. 46.



Cullen Commission of Inquiry into Money Laundering in BC

bodies: The Certified General Accountants Association of British Columbia, The Certified Management
Accountants Society of British Columbia, and The Institute of Chartered Accountants of British
Columbia. As such, CPABC’s membership includes individuals who were members of these legacy
bodies before June 2015, who subsequently became CPA members of CPABC under the CPA Act.®

12. Each provincial and territorial accounting regulatory body is a member organization of CPA
Canada. CPA Canada is the national organization established to support the unified Canadian accounting
profession. It works cooperatively with provincial and territorial CPA bodies charged with regulating the
profession. CPA Canada also conducts research on business issues, supports the setting of accounting and
other standards, and issues guidance connected to accounting, auditing, assurance and financial literacy.
In addition, CPA Canada develops the certification, education, and examination programs that are used by

all provincial and territorial CPA bodies.

13. CPA Canada is a member of the International Federation of Accountants (“IFAC”) and
contributes to accounting, audit, assurance and ethical standards established by the International Auditing
and Assurance Standards Board (“IAASB”) and the International Ethics Standards Board for Accountants
(“IESBA™). IFAC member bodies are required to comply with the Statements of Membership Obligations
(“SMOs”). SMO 4 requires the CPA profession to maintain codes of ethics (i.e., in the provincial and
territorial jurisdictions) that are at least as stringent as the IESBA Code unless there are legal, regulatory

or public interest reasons to differ in Canada.

14. CPABC is the statutory professional regulatory body for professional accountants in British
Columbia. CPABC'’s regulatory processes are governed by the CPA Act, the CPABC Bylaws™® (the
“CPABC Bylaws”), the CPABC Bylaw Regulations!! (the “CPABC Bylaw Regulations™), and the CPABC
Code of Professional Conduct (the “CPABC Code”). All CPABC members and registered firms,
regardless of their jurisdiction of residence, must comply with the CPA Act, the CPABC Bylaws, the
CPABC Bylaw Regulations, the CPABC Code, and any CPABC regulatory processes.?

15. Under the CPA Act, use of the titles “Chartered Professional Accountant” and “Professional
Accountant”, the initials “CPA” signifying the designation “Chartered Professional Accountant” and the

initials “PA” signifying the designation “Professional Accountant”, is reserved exclusively for CPABC

9 See CPA Act, ss. 2 and 78.

10 Attached as Appendix “C”.

11 Attached as Appendix “D”.

12 CPABC Code, Rs. 101.1; 104-105. Attached as Appendix “E”.
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members in good standing and for registered firms.*® A person who is not a member of CPABC must not

use either title or imply, suggest or hold out that they are a professional accountant.*
16. Section 3 of the CPA Act sets out the mandate of CPABC:

(a) to promote and maintain the knowledge, skill and proficiency of members and students in the

practice of accounting;

(b) to establish qualifications and requirements for admission as a member and continuation of

membership, and for enrolment and continuation of enrolment of students;

(c) to regulate all matters, including competency, fitness and professional conduct, relating to the
practice of accounting by members, students, professional accounting corporations and registered

firms;
(d) to establish and enforce professional standards;

(e) to represent the interests of members and students.

17. Only members of CPABC in good standing, professional accounting corporations, and registered
firms may hold themselves out as professional accountants, or, subject to limited exceptions, engage in

the practice of professional accounting as described in section 47 of the CPA Act.?®

18. CPAs provide a variety of functions, including planning the allocation of budgets, conducting risk
analyses, maintaining financial records, and completing internal and external audits. All of these functions
are considered to involve the practice of accounting under section 3(a) of the CPA Act. CPABC exercises

regulatory oversight over its members’ performance of all of these functions.

19. The CPA Act also reserves a subset of accounting practice exclusively for CPAs. That subset is
described as the “practice of professional accounting”, and comprises of one or more of the following

services:

a) performing an audit engagement and issuing an auditor’s report in accordance with the standards

of professional practice published by CPA Canada;

13 CPA Act, s. 44.
14 CPA Act, s. 45.
15 CPA Act, s. 47.
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b) performing any other assurance engagement and issuing an assurance report in accordance with

the standards of professional practice published by CPA Canada; and

c) issuing any form of certification, declaration, or opinion with respect to information related to a
financial statement or any part thereof on the application of financial reporting standards of CPA
Canada, or specified auditing procedures in accordance with the standards of professional
practice published by CPA Canada.!®

20. The types of services provided by CPASs at accounting firms might include audit and assurance,
corporate finance, forensics accounting, and tax services. In general, CPAs in public practice do not

operate trust accounts or lend money to their clients.’

21. The CPABC Bylaws establish four categories of licensure!® for CPABC members: audit, review,
compilation, and other regulated services.'® A member holding an audit licence is authorized to provide
any public accounting services and any other regulated services. A review licence authorizes a member to
provide public accounting services and any other regulated services, except the performance of an audit
engagement or issuance of an auditor’s report. Members holding a compilation licence may perform
public accounting services and other regulated services, but may not perform an audit, review, or other
assurance engagement, or issue an auditor’s report, a review engagement report or another assurance
report, or perform a specific procedures engagement or issuance of a specified procedures engagement
report. CPABC members holding other regulated service licences are authorized to provide only other

regulated services.

22. Members engaged in public accounting services or who provide other regulated services to the
public are subject to additional regulation and oversight by CPABC and may, as discussed below, be

subject to requirements under anti-money laundering legislation.

23. Under the CPABC Bylaws, “public accounting services” means any services included in the

following:

a. performing an audit, review or other assurance engagement governed by standards of
professional practice published by CPA Canada or corresponding standards established in

16 CPA Act, s. 47(1).

17 Although trust accounts are not commonly operated by CPAs, the CPABC Code contemplates this possibility and
sets out rules for the handling of property of others. See CPABC Code, R. 212.

18 CPABC Bylaws, R. 703(1).

19 CPABC Bylaws, R. 100 for the definition of “other regulated services”.
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a jurisdiction outside Canada, or issuing an auditor’s report, a review engagement report
or another assurance report in accordance with such standards;

b. issuing any other certification, declaration, opinion or report with respect to the
application of financial reporting and accounting standards published by CPA Canada or
other Canadian standards published by CPA Canada, or corresponding standards
established in a jurisdiction outside Canada; or

c. performing a compilation engagement.?

24. Under the CPABC Bylaws, “other regulated services” means any services not constituting public
accounting services included in the following:
a. providing accounting services involving summarization, analysis, advice, counsel or

interpretation, other than an accounting service that is part of but incidental to the provider’s
primary occupation, which is not accounting;

b. providing a forensic accounting financial investigation or financial litigation support service;
c. providing advice, counsel or interpretation with respect to taxation matters;
d. preparing a tax return or other statutory information filing; and

e. any other services described in the regulations.?

25. To become a professional accountant in British Columbia, an individual must complete the CPA
Professional Education Program (“CPA PEP”) and complete certain practical experience requirements.
The CPA PEP is a two-year graduate-level program. To be admitted to the CPA PEP, applicants must
have an undergraduate degree covering certain subject areas, which may also be covered through CPA
preparatory courses.?? Alternatively, mature students without undergraduate degrees may enrol in the
CPA PEP if they meet certain work experience and technical competence requirements. Successful
candidates will also obtain relevant experience over a period of at least 30 months and complete the three-
day Common Final Examination (“CFE”).%2 Members may also be admitted if they have passed the

examinations of certain other accounting bodies where mutual recognition exists.?

26. CPABC has also established a Continuing Professional Development (“CPD”) program, which
prescribes compulsory continuing education requirements for CPABC members. Part 6 of the CPABC

Bylaws governs CPABC’s member CPD obligations. CPABC members must complete a minimum of 20

20 CPABC Bylaws, R. 100 “public accounting services”.

2L CPABC Bylaws, R. 100 “other regulated services”.

22 CPABC is empowered by statute to develop educational programs for students: CPA Act, s. 31.
23 CPABC Bylaws, Parts 4-5.

24 See CPA Act, s. 33.
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qualifying hours? of CPD in each calendar year, including at least 10 verifiable qualifying hours,? and
must complete a minimum of 120 qualifying hours, including at least 60 verifiable qualifying hours of
which at least four must relate to ethics, during each rolling three-year calendar period.?” Failure to
comply with the applicable requirements of the CPD program can result in suspension and/or cancellation
of membership. Failure to comply with CPD verification may result in a referral to the Investigation

Committee.

27. Since 2017 CPABC has offered CPD courses addressing, in whole or in part, money laundering.
A list of those CPD courses provided by CPABC is attached as Appendix “F”.

28. As at March 31, 2020, CPABC had 37,317 members, and admitted 1,326 new members in the
2019-2020 fiscal year. CPABC admitted 643 members to the profession in its fiscal 2019-2020 year by
way of the CFE, which must be offered at least once a year.? The CPABC 2019-2020 Regulatory Report
to the Public is attached as Appendix “G”.

29. The current President of CPABC, and by statute Chief Executive Officer, is Lori Mathison
FCPA, FCGA, LLB.

30. CPABC is overseen by a 19-person board that consists of three public or lay representatives and
16 CPAs. The CPABC board of directors may exercise the powers and capacity of the CPABC by passing
a resolution.?® These powers afforded to the board under the CPA Act also permit it to make bylaws
respecting, for example: meetings, board elections, officers, students and applicants for admission,*
classes of members and member requirements, fellows, professional accounting corporations and
registered firms, limited liability partnerships, designations, practice reviews, investigations, hearings and

extraordinary suspensions.®!

% The CPABC Bylaw Regulations define qualifying hours to mean “hours of learning activities satisfying criteria
approved by the Membership Committee, and includes qualifying hours completed by a legacy member before the
transition date”: see R. 600/1.

2 The CPABC Bylaw Regulations define verifiable qualifying hours to mean qualifying hours for which there is
satisfactory evidence to objectively verify participation in the learning activity, as determined in accordance with
criteria approved by the Membership Committee: see R. 600/1.

27 CPABC Bylaw Regulations, R. 600/2.

28 CPA Act, s. 32.

2 See CPA Act, s. 5.

%0 CPA Act, ss. 14, 30.

3L CPA Act, Division 2; see also CPABC Bylaws, Rs. 200-210.
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31. The CPABC Board of Directors may also make bylaws to further the “management and objects
of CPABC”.*? Notably, the CPABC Board has statutory authority to make bylaws respecting the
establishment of committees. To this end, it has established several regulatory committees, including:
(2) the Executive Committee; (b) the Membership Committee; (c) the Public Practice Committee; (d) the
Investigation Committee; (e) the Disciplinary Committee; and (f) the Bylaws Committee.®* Particulars
regarding the composition and procedures of the various committees are set out in Part 3 of the CPABC

Bylaw Regulations.

32. The Executive Committee consists of the CPABC board chair, vice chairs and treasurer, and other
appointed board members. Subject to any directions or restrictions specified by the CPABC board, the
Executive Committee may exercise and perform, subject to certain exceptions, all of the powers and
duties of the CPABC board under the CPA Act and the CPABC Bylaws.*

33. The Membership Committee has a mandate to ensure that only qualified persons of good
character are admitted to membership in CPABC and, in turn, that those persons maintain their
membership in accordance with the CPA Act, the CPABC Bylaws, and the CPABC Bylaw Regulations. It
is also responsible for advising the CPABC board on reciprocal membership agreements and other
agreements under negotiation by CPA Canada. The Membership Committee also has an advisory and

operational role with respect to CPD.

34. The Public Practice Committee has a mandate to ensure that CPABC members engaged in public
practice meet the standards of the profession. It oversees new registration and licensing applications and
approves criteria that must be met for members to practice in a particular category of licensure. The
Public Practice Committee also approves the practice inspection and evaluation process, determines final
practice inspection results, and recommends appropriate consequences for members and firms. It is also
responsible for assessing competence and fitness of offices for the education and training of students in

pre-approved programs.

35. The Investigation Committee has a mandate to investigate the conduct of CPABC members and
firms to determine whether grounds exist for disciplinary action. Where the Committee determines after

investigation that grounds exist for disciplinary action, it will, depending on the seriousness of the matter,

%2 CPA Act, s. 9.

33 See CPA Act, s. 13.

34 See CPA Bylaws, Part 3.
35 CPABC Bylaws, R. 300.
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either make a recommendation to resolve CPABC’s concerns by mutual agreement (determination and
recommendation) or refer to the matter to the Disciplinary Committee by issuing a Statement of

Complaint.

36. The Disciplinary Committee conducts hearings regarding the conduct of CPABC members and
firms to determine whether disciplinary action is warranted. The Committee conducts hearings in panels
of three or five members and must give reasons for its decision and order. A panel functions as an
adjudicative tribunal, independent of CPABC.

37. The Bylaws Committee reviews the CPA Act, the CPABC Bylaws, the CPABC Bylaw
Regulations and the CPABC Code and recommends amendments to the CPABC board. It also advises the
CPABC board on issues arising from the national Uniform Rules Standing Committee whose role is to
help facilitate consistency between the Codes of Professional Conduct that are used by provincial and
territorial CPA bodies.

38. CPABC has also established the CPABC Code, which sets out the principles that guide CPABC
members, firms, students and applicants in their practices. The CPABC Code applies to all members,

students and firms irrespective of the types of services provided.

39. The preamble to the CPABC Code sets out the fundamental principles governing the conduct of
CPABC members. It reinforces that CPABC members have a responsibility to act in the public interest.
As such, the preamble sets out of a number of fundamental principles of ethics that inform the CPABC
Code:

a. Professional behaviour: CPABC members are required to conduct themselves at all times
in a manner which will maintain the good reputation of the profession and serve the
public interest. CPABC members are expected to avoid action that would discredit the

profession.

b. Integrity and due care: CPABC members are required to perform professional services
with integrity and due care.

c. Objectivity: CPABC members are expected not to allow their professional or business
judgment to be compromised by bias, conflict of interest or the undue influence of others.
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d. Professional Competence: CPABC members are expected to maintain their professional
skills and competence by keeping informed of, and complying with, developments in

their area of professional service.

e. Confidentiality: CPABC members are expected to protect confidential information
acquired as a result of professional, employment and business relationships and to not
disclose it without proper and specific authority, nor exploit such information for their

personal advantage or the advantage of a third party.%

40. Professional accountants are subject, as noted above, to duties of objectivity and confidentiality.
Pursuant to the former duty, CPABC members must avoid potential conflicts of interest®” and act
objectively when performing their services. CPABC employs the criterion of “whether a reasonable
observer would conclude that a specified situation or circumstance posed an unacceptable threat to a
registrant’s objectivity and professional judgment”.®® The reasonable observer should be regarded as a
hypothetical individual who has knowledge of the facts which a CPABC member knew or ought to have
known, and applies judgment objectively with due care and integrity. The latter duty requires CPABC

members to protect and maintain the confidentiality of information® subject to five exceptions:
a. where disclosure is permitted or authorized by the client or employer;
b. where disclosure is required by law;

c. where disclosure is permitted or required by a professional right or duty, when not

prohibited by law,

d. where justified in order to defend the member against any lawsuit or other legal

proceeding, but only to the extent necessary; or

e. the client, former client, employer or former employer, as the case may be, has provided

consent to such disclosure.®

3% See CPABC Code, Rs. 208 208.3.

37 See CPABC Code Rs. 202.1 and 210.

3 See CPABC Code preamble, p. 6.

39 The CPABC Code defines “confidential information” to mean information acquired in the course of a professional
services relationship with a party.

40 See CPABC Code, preamble.
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41. The CPABC Code also requires that, before a CPA in public practice accepts an engagement from
a client in replacement of another professional accountant, they must take steps to communicate with the
predecessor to inquire whether circumstances exist that may influence the decision of whether to accept

the engagement.*!

42. Firms registered with CPABC also have these responsibilities under the CPABC Code. The
responsibility of firms under the CPABC Code is met at first instance by establishing policies and
procedures to ensure their members provide accounting services in a manner that meets prescribed
standards of conduct and competence. All persons in a firm are expected to comply with the CPABC
Code at all times and a firm’s accountability for a failure to comply with the CPABC Code may, in certain
circumstances, be shared with a member or other persons in the firm. A firm will be held accountable

(e.g., potentially subject to investigation and disciplinary sanction) where:
e the firm has policies and/or procedures which are inconsistent with the CPABC Code;

o the breach of the CPABC Code by any person in the firm is found to be related to the absence of
quality control procedures or to the existence of quality control procedures that are inadequate for

the type of practice in which it is engaged,;

e the firm is identified with conduct or the provision of professional services that is in breach of the
CPABC Code and a person in the firm who is responsible for such breach cannot be identified or
held accountable by CPABC;

¢ the conduct that breaches the CPABC Code was authorized, initiated, implemented or condoned

by the firm prior to or at the time it takes place;

e the conduct that breaches the CPABC Code is condoned or concealed by the firm after it learns of
it;

e the firm did not take appropriate action in response to becoming aware of any conduct that
breaches the CPABC Code; or

e there are repeated instances of breaches of the CPABC Code by person(s) in the firm.*

4L CPABC Code, R. 302.
42 CPABC Code, preamble and R. 208.1.
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43. The CPABC Code also prohibits CPABC members and firms from signing or associating with
any financial statement, or similar record or oral report, that the member or firm knows, or should know,
is false or misleading.*® Subject to certain exceptions, CPABC members and firms have a duty to report
any information concerning an apparent breach of the CPABC Code or any information raising doubt as
to the competence, integrity or capacity of another CPABC member or applicant.** The CPABC Code
expressly prohibits a CPABC member or firm from associating with any activity they know, or should

know, to be unlawful.*®

44, The CPABC Code requires members to report certain matters to CPABC. This includes if a
member has been convicted of any criminal offence (including fraud, theft, forgery, money laundering,
extortion, counterfeiting, criminal organization activities, charging criminal interest rates, financing
terrorism or similar offences related to financial matters, or an offence of conspiring or attempting to
commit such offences), found guilty of a violation of the provisions of any securities or tax legislation, or
discharged absolutely or upon condition after pleading guilty to or being found guilty of any of the

previously mentioned offences.*

45, The CPABC Code also requires members to promptly notify CPABC in relation to adverse
findings in a disciplinary or similar process with any provincial CPA body, another professional
regulatory body, or another regulatory body where the matter involves acting in a professional capacity,
relates to professional skills, or involves circumstances where there was a reliance on membership in or
association with any CPA body.*’ These self-reporting obligation respecting the findings of other

regulatory bodies include non-criminal regulatory or administrative lapses.
Professional Conduct Review Process

46. The CPA Act (primarily Part 7) and the CPABC Bylaws (primarily Parts 11 and 12) govern

CPABC’s professional conduct review process.

47. The CPA Act includes sections relating to investigation and enforcement.*® The CPA Act provides

for two principal avenues in this respect: practice reviews and investigations. Both reviewers and

43 CPABC Code, R. 205.

4 CPABC Code, R. 211.

45 CPABC Code, R. 213.

46 CPABC Code, R. 102.1.

47 CPABC Code, Rs. 102.2, 102.3 and 102.4.
8 See CPA Act, Part 7.
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investigators may require individuals to answer inquiries and produce records,* and a person must not
refuse to comply on the grounds of confidentiality.>® However, the CPA Act provides that any facts,
information and records obtained under the CPA Act must, subject to limited exceptions, be kept

confidential.5!
Practice Reviews

48. A practice review is an inspection conducted to identify and remedy deficiencies in members’ and
firms’ particular practice, competence or conduct.®? The purpose of a practice review is to determine
whether practice in an office: (a) complies with generally accepted accounting principles and generally
accepted audit and review standards; (b) complies with the standards of practice set out in the CPABC
Code; (c) is maintained at a sufficiently high standard with regard to generally accepted standards of

practice in the profession; and (d) should be pre-approved for the training of CPA students.
49. CPABC utilizes the following guidelines to select offices for a practice review:
a. the practice in each authorized practising office is typically reviewed periodically based upon
a 3-year risk adjusted cycle;
b. priority will be given to reviewing offices with new licences;

c. priority will be given to authorized practising offices requesting pre-approval to train CPA

students or requesting pre-approval to train more CPA students; and

d. priority will be given to authorized practising offices who received a non-comply in their last

practice review and require a follow-up review.

50. Risk factors that may result in a more frequent inspection include:

a. registration with the Canadian Public Accountability Board (“CPAB”) and/or the Public
Company Accounting Oversight Board (“PCAOB”) of the U.S. in order to audit public

companies or reporting issuers;

b. change in profile of the firm, such as new partners coming on, a merger with another firm or

taking on engagements in a new area;

49 CPA Act, s. 51(5)-(6); CPABC Bylaws, R. 10002.
50 CPA Act, s. 51(9).

51 CPA Act, s. 69.

52 CPA Act, s. 51(2); CPABC Bylaws, R. 1000.



Cullen Commission of Inquiry into Money Laundering in BC

o

disciplinary decisions by CPABC or another regulator;

d. failure of a partner to meet CPD requirements;

e. weak history of practice review results; and

f. other negative information coming to the attention of CPABC.

51. Practice reviews are conducted for each registered firm, rather than for each individual licensed

member. All partners within an office share responsibility for the work undertaken by the office.
52. The CPABC Practice Review Guidelines are attached as Appendix “H”.

53. Practice reviews are assessed according to the standards set out in the CPA Canada Handbook
and the CPABC Code. A Practice Review Officer will meet with members of a firm under review and,
based on preliminary discussions regarding responsibilities and operations, select a representative sample
of engagement files to inspect. The Practice Review Officer reviews and summarizes the findings on the
engagement files. At the conclusion of a practice inspection, the Practice Review Officer must prepare a
report that will include: (i) an assessment as to whether the practicing office complies with the established
standards in those areas set out in the scope of the review; (ii) a summary of the findings and deficiencies;

and (iii) key recommendations.>?

54. The Practice Review Officer’s report is presented to the Public Practice Committee for approval.
The Public Practice Committee, which consists of 20 practicing members and two public representatives,
must review and approve all practice review results. Respondent offices have the opportunity to make
written representations to the Public Practice Committee for consideration by the Committee in arriving at

its final assessment.

55. The Public Practice Committee must review and consider the report and make a determination as
to whether or not the practice of the member complies with professional standards based on: (i) the report
of the Practice Review Officer; and (ii) any representations made by the member in charge of the
practicing office received in advance of the Committee meeting. If the Committee determines that the

practice of a member does not meet those standards, it may:

53 CPABC Bylaws, R. 1004.
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(a) make one or more recommendations to the member in charge of an authorized practising

office regarding desired improvement in the practice of the office;

(b) direct that a Practice Review Officer conduct a follow-up review to determine whether the
recommendations have been adopted and have resulted in the desired improvements being made

in the practice;

(c) adjust the number of students an office can train under a pre-approved pathway or rescind its

approval to train students under a pre-approved program;

(d) take no further action on condition that the member accepts all the recommendations for
improvement noted in the practice review findings, which may include the requirement for some
form of oversight from an independent licensed practitioner, and/or the member’s agreement to

voluntarily restrict their practice;

(e) make a report to the Investigation Committee if it considers any one or more of the following

matters to be of a sufficiently serious nature:
(i) the uncooperative manner of a member in a review or a follow-up review;
(i) failure to comply with the CPABC Bylaws or the CPABC Code;

(iii) failure to adopt and implement the recommendations, requirements, or restrictions,

regarding desired improvements arising from the current or previous practice inspection;
(iv) breach of Part 7 of the CPABC Bylaws regarding Licensure for Public Practice; or

(v) any apparent fraud, misrepresentation, flagrant disregard of standards or gross

negligence.>

56. These determinations are delivered to the member who must either accept, decline or request a
binding opinion with respect to the determinations.* If the member accepts, they may be required to write

a responding letter that describes the steps taken to implement the recommendations, which letter will be

5 CPABC Bylaws, R. 1005(2); Practice Review Guidelines at 3.
55 CPABC Bylaws, R. 1005(5).
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reviewed by the Director of Practice Review or Associate Director of Practice Review, who will advise

the Public Practice Committee of any further recommendations.

57. A request for a binding opinion involves an impartial referee or referees who must render an
opinion as to the appropriateness of the determination and recommendations of the Public Practice

Committee.%

58. Each year, CPABC publishes an article summarizing the overall inspection findings for the year,
along with the common practice inspection deficiencies. The CPABC Common Practice Inspection

Deficiencies article for 2019-2020 is attached as Appendix “I”.

59. During the 2019-20 fiscal year, CPABC conducted 810 practice reviews, with an overall pass rate
of 94 percent. Of the total reviews, 328 of the offices performed assurance engagements and, of that
number, 86 percent were assessed as meeting requirements, while 14 percent were assessed by the
Committee as not meeting requirements and thereby required follow-up reviews, of which 11 percent
were required to have a supervised practice. Of those 482 offices not performing assurance engagements,
99 percent were assessed by the Committee as meeting requirements, and 1 percent were assessed as not
meeting requirements and thereby necessitating a follow-up review. Included in the total of 810 reviews
were follow-up reviews of 36 offices, of which 81 percent were assessed as meeting requirements, and 19
percent were assessed as not meeting requirements and requiring a re-inspection, of which 86 percent

were required to have a supervised practice.

60. Notable findings for firms assessed as not meeting the requirements outlined in Common Practice

Inspection Deficiencies for 2019-2020 include:

e Many firms had files which, while overall had appropriate documentation, contained material
errors, resulting from either not identifying or not applying the appropriate CPA Canada

Handbook standards to an accounting or assurance issue.

e Many firms used checklists filled in using “Y” or “N”, or otherwise had insufficient or
inconsistent documentation in key areas, and were consequently assessed as not meeting the

requirements of the Practice Review Program.

56 CPA Bylaws, R. 1009.
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e Some firms had issues with the inadequate supervision or review of staff or were impacted due to

the departure of a key engagement team member.

o Some firms performed engagements outside of their core area of practice or in an area where they

did not have substantial previous experience.

o Some firms performed review engagements which did not take into account the additional
procedures and related documentation required under the Canadian Standard for Review

Engagements 2400.%7
Professional Conduct Complaint Process

61. The Investigation Committee comprises 30 members, 24 of whom are CPAs and six of whom are
public representatives. The committee is split into two Panels, each comprising 15 members (12 CPAs

and three public representatives).

62. Upon receipt of a complaint concerning a CPABC member, former member, student, professional
accounting corporation, former professional accounting corporation, registered firm or former registered
firm of CPABC, the Director of Professional Conduct undertakes a review of the complaint and
supporting material to determine if the matter falls within CPABC’s jurisdiction. If so, the matter will be
referred to one of the Panel Vice Chairs. They will, in turn, review the matter and decide whether it
should be referred for investigation or dismissed, the latter of which requires two public representatives

on the Investigation Committee Panel to agree to dismiss the complaint.

63. An investigation is conducted to determine whether grounds indeed exist for disciplinary action.*
If a matter proceeds, an investigator, who is a CPA member in good standing or other person with
relevant experience in investigation, under the supervision of the Director of Professional Conduct,
conducts an investigation.®® The investigator will prepare a draft investigative report, which reviews the
nature of the complaint, the relevant rules that are engaged by the alleged conduct, and a summary of the
investigation. The draft investigative report is provided to the responding party and, after consideration of

comments from the responding party, is sent to the Investigation Committee for review.

57 Common Practice Inspection Deficiencies at 1-2.
58 CPABC Bylaws, R. 1103(4).

59 CPA Act, s. 51(3).

0 CPABC Bylaws, R. 1102.
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64. If at any stage of the investigation it becomes apparent there is no evidence to support a breach of
the CPA Act, the CPABC Bylaws, the CPABC Bylaw Regulations, or the CPABC Code, or that the
investigation is beyond the jurisdiction of the Investigation Committee, the matter is referred back to a
Panel Vice Chair of the Investigation Committee for a decision on whether or not the investigation is to

proceed.

65. Following the completion of an investigation, the respondent is offered the opportunity to meet
with the Investigation Committee, at which time the respondent is given an opportunity to respond to the
allegations against them. The Investigation Committee must then determine whether grounds exist for
disciplinary action. Where the Committee determines that no grounds exist for disciplinary action, two
public representatives of the Committee must be in favour of the determination.®* The Committee must
then refer the determination to an independent reviewer, who is a member of the Law Society of British
Columbia, for confirmation.®? The reviewer considers the reasonableness of the Investigation

Committee’s determination.

66. If the Investigation Committee determines that grounds exist for a disciplinary action,® the
Investigation Committee must, having regard to the seriousness of the matter, either: (i) make a
recommendation that the respondent accepts a reprimand, complete one or more professional
development courses, pay a fine of up to $25,000 for a member ($4,000 for a student) and up to $100,000
for a registered firm, pay expenses and take remedial action, or do any combination of these actions; or
(ii) deliver a Statement of Complaint to the Disciplinary Committee.®* CPABC and a respondent may
agree to a determination and recommendation to resolve CPABC’s concerns. If the respondent accepts the

determination and recommendation, and complies with its terms, the matter is concluded.®®

67. If a respondent disagrees with a recommendation or the determination on which it is based, they
can enter a binding opinion process to facilitate a resolution of CPABC’s concerns.® The use of the
binding opinion process must be acceptable to the Investigation Committee, and both parties must agree
in writing as to the finality of the binding opinion. The Chair of the Disciplinary Committee selects a

panel of three reviewers to provide the opinion.

6L CPABC Bylaws, R. 1106(2).

2 CPABC Bylaws, Rs. 1106(4) and 1107.

63 CPABC Bylaws, R. 1106(5)

8 CPABC Bylaws, R. 1106.

8 CPABC Bylaws, Rs. 1106(5), (9), and (11).
% CPABC Bylaws, R. 1109 and 1110.
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68. If a respondent fails to respond to or declines the determination and recommendation, or fails to
comply with agreed upon terms, the Investigation Committee may deliver a Statement of Complaint to

the Disciplinary Committee.®’

69. The Disciplinary Committee is comprised of at least three individuals who are not CPAs, at least
ten CPA members who are not members of the CPABC board or any other CPABC committee, and
additional ad hoc members as the Disciplinary Committee requires. When a Statement of Complaint is
received from the Investigation Committee, the Disciplinary Committee Chair will appoint a panel of
three or five (usually three) members to preside over the matter. At least one of the members must be a

public representative.

70. A Statement of Complaint is a charging document and forms the basis for a hearing before a
Disciplinary Committee panel. Disciplinary Committee panels may inquire into the competence, fitness to
practice or professional conduct of a CPABC member or firm and decide whether they are incompetent,
unfit to practice, have committed professional misconduct, engaged in conduct unbecoming a member, or
whether they contravened the CPA Act or the CPABC Bylaws.®

71. Disciplinary Committee hearings are formal, adjudicative proceedings that are open to the public.
Respondents may appear with legal counsel at a hearing before a panel.®® A panel has the same power as
a civil court for the purposes of a hearing and may summons and enforce attendance, compel persons to
give evidence on oath and compel the production of records.” However, a panel is not bound by the rules

of evidence.”

72. At any time prior to a decision by the Disciplinary Committee panel, CPABC and a respondent
may agree to resolution of discipline proceedings.” Any such agreements require approval by the
CPABC board of directors. Since resolution agreements usually involve serious matters, public

notification will be included as part of the agreement.

57 CPABC Bylaws, Rs. 1106(12) and (13).

68 CPA Act, s. 53(2).

% CPABC Bylaws, R. 1204.

"0 CPA Act, s. 53(5); see also CPABC Bylaws, Part 12 and, in particular, R. 1206.
7L CPABC Bylaws, R. 1206(3).

2 CPABC Bylaws, Rs. 1111 and 1205.
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73. The panel of the Disciplinary Committee must decide to dismiss or confirm a Statement of
Complaint in whole or in part, and give reasons for its decisions.” If the Statement of Complaint is

confirmed, a panel may make a variety of orders, including:
a. reprimanding a CPABC member or firm;
b. suspension with or without conditions for a period;

c. cancellation of CPABC membership;

d. barring a former member from applying for membership, the former professional
accounting corporation from applying for a permit, or the former registered firm from

applying for registration with CPABC,;
e. imposing conditions on the continuance of membership;

f. imposing a fine of not more than $25,000 or, for certain accounting corporations or firms,
$100,000; or

g. imposing costs incurred to conduct an investigation or other related proceedings.”

74. Orders of the Disciplinary Committee may be appealed to the Supreme Court of British

Columbia.™

75. A panel consisting of three CPABC board members may also suspend a membership, permit or
registration until a disciplinary hearing if they consider the length of time required to hold a hearing

prejudicial to the public interest.”
76. A synopsis of the CPABC Professional Conduct Complaint Process is attached as Appendix “J”.

77. In 2019-2020, CPABC closed 53 investigations, including 15 referrals made to the Discipline
Committee, and received 103 new complaints, for a total of 130 active complaints.”” Of these active

complaints, 23 were under review, 44 were dismissed or not accepted, and 63 investigations were

3 CPABC Bylaws, R. 1207.

"4 CPA Act, s. 53(4).

S CPA Act, s. 56.

6 CPA Act, s. 57.

7« Active complaints” include new complaints and complaints carried over from the previous year; see CPABC
Public Report at 9.
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authorized by CPABC. In 2019-2020 the Discipline Committee entered into five resolution agreements

and issued four disciplinary panel decisions. Seven disciplinary matters are still pending.”

D. Anti-Money Laundering and Accountants

78. Chartered Professional Accountants and Accounting Firms must fulfill specific obligations under
the PCMLTFA and its associated Regulations.™ This report will first outline the relevant obligations
under the PCMLTFA and its associated Regulations, followed by a section outlining beneficial ownership

developments.

I. PCMLTFA Obligations

79. The PCMLTFA Regulations define “Accountant” to mean “a chartered accountant, a certified
general accountant or a certified management accountant”.® This is synonymous with CPAs, since
chartered accountants, certified general accountants, and certified management accountants have become
CPA:s in all Canadian jurisdictions as a result of the unification of the accounting professions. An
“Accounting Firm” is defined to mean “an entity that is engaged in the business of providing accounting

services to the public and has at least one partner, employee or administrator that is an accountant” .8

80. An entity that does not provide any accounting services to the public is not considered an
Accounting Firm under the PCMLTFA Regulations, regardless of whether or not it has any partner,
employee or administrator who is a CPA, and therefore does not have any obligations pursuant to anti-
money laundering legislation applicable to Accounting Firms. Neither anti-money laundering legislation
nor FINTRAC has provided specification about what constitutes “providing accounting services to the

public”.
81. CPABC does not have any prescribed role, duties or functions under the PCMLTFA.

82. CPA Canada similarly has no prescribed role under the PCMLTFA. However, CPA Canada
participates as a member on the Advisory Committee on Money Laundering and Terrorist Financing and

its Legislation and Regulations and Guidance and Policy Interpretation working groups.

8 CPABC Public Report at 9.

9 SOR/2002-184 [PCMLTFA Regulations]. For example, Part 1 of the PCMLTFA relating to record keeping, CIV
and reporting, apply to professional accountants: PCMLTFA, ss. 5(i) and (j), 6-7.

8 PCMLTFA Regulations, s. 1(2) “accountant”.

81 PCMLTFA Regulations, s. 1(2) “accounting firm”.
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83. The PCMLTFA and the PCMTLFA Regulations apply to Accountants and Accounting Firms
when they engage in specified activities. These activities generally involve dealing with client assets on
their behalf, and may include actually conducting transactions or giving instructions to a party to conduct
the transactions. The PCMLTFA Regulations provide that Accountants and Accounting Firms are subject
to Part 1 of the PCMLTFA when they:

(a) engage in any of the following activities on behalf of any person or entity, namely,
(i) receiving or paying funds,
(ii) purchasing or selling securities, real property or business assets or entities, or
(iii) transferring funds or securities by any means; or

(b) give instructions on behalf of any person or entity in respect of any activity referred to in

paragraph (a),%
collectively, (“Triggering Activities”™).

84. The Financial Transactions and Reports Analysis Centre of Canada (“FINTRAC”) has published
guidance on the meaning of the term “give instructions”. When an accountant gives instructions for a
Triggering Activity, it means they actually direct the movement of funds which would constitute a
Triggering Activity in respect of any of the three categories. An Accountant or Accounting Firm
providing advice, meaning making recommendations or suggestions to clients, is not considered to be

giving instructions.®

85. Accountants are subject to these requirements when they engage in the foregoing activities
regardless of whether they receive fees, or have a formal letter of engagement to do so. The receipt of

professional accounting fees does not trigger obligations under the PCMLTFA.8

86. The application of the PCMLTFA to an Accountant or an Accounting Firm engaged in Triggering

Activities is subject to three further exceptions:

a. an Accountant when they engage in the statutorily prescribed activities on behalf of an

employer;

8 PCMLTFA Regulations, s. 34(1).
8 See https://www.fintrac-canafe.qc.ca/re-ed/accts-eng.
84 See https://www.fintrac-canafe.qgc.ca/re-ed/accts-eng.
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b. if an Accountant or Accounting Firm performs Triggering Activities in respect of an
audit, review or compilation engagements, carried out in accordance with the

recommendations set out in the CPA Canada Handbook.®: and

c. ifan Accountant or Accounting Firm acts solely in the capacity of a Trustee in

Bankruptcy. 8

87. Accountants and Accounting Firms are responsible under the PCMLTFA and the PCMLTFA
Regulations for providing FINTRAC with certain transaction reports, for implementing a compliance
program, for verifying the identity of clients for specific activities and transactions, and for keeping
circumscribed records. Additionally, Accountants and Accounting Firms that are captured under the
PCMLTFA are required to register with FINTRAC.#’

88. If an Accountant or Accounting Firm receives funds of $3,000CAD or more in a single
transaction in connection with a Triggering Activity, that Accountant or Accounting Firm must: (1) keep
a receipt of funds record to be retained for five years following the transaction;® (2) ascertain the identity
of every person who conducts the transaction;®® (3) confirm the existence of and ascertain the name and
address of every corporation on whose behalf the transaction is conducted and the names of its
directors;*; and (4) confirm the existence of every entity, other than a corporation, on whose behalf the
transaction is conducted.®* The obligations do not apply if the funds are received from a financial entity or

a public body.®?

89. Accountants and Accounting Firms must also file suspicious transaction reports (“STRs”) with
FINTRAC. Pursuant to the PCMLTFA and the PCMLTFA Regulations, Accountants and Accounting

Firms must report to FINTRAC every financial transaction that occurs or is attempted in the course of

8 PCMLTFA Regulations, ss. 34(3).

8 PCMLTFA Regulations, s. 34(2)-(3). See also FINTRAC, Interpretation Notice no. 7, online: https://www.fintrac-
canafe.gc.ca/guidance-directives/overview-apercu/FINS/2011-02-17-eng. FINTRAC further advises that practices
certain services are not considered to be “providing accounting services to the public” and therefore not subject to
the PCMLTFA, including: (1) acting as a receiver pursuant to Court order or by way of a private appointment under
a security interest; (2) as a trustee in bankruptcy; and (3) as a monitor under the provisions of the Companies’
Creditors Arrangement Act or any other proceeding that results in the dissolution or restructuring of an enterprise or
individual and to which the firm, individual or practitioner serves as an officer of the Court or agent to the debtor or
one or more creditors.

8" PCMLTFA, s. 11.1.

8 PCMLTFA Regulations, ss. 36(1)(a), s. 69.

8 PCMLTFA Regulations, s. 59.1(a).

% PCMLTFA Regulations, s. 59.1(b).

%1 PCMLTFA Regulations, s. 59.1(c).

9 PCMLTFA Regulations, s. 36(1).
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Triggering Activities in respect of which there are reasonable grounds to suspect the transaction is related
to the commission or the attempted commission of a money laundering offence.®® STRs must be filed
with FINTRAC as soon as practicable after completing measures required to establish reasonable grounds
to suspect that a transaction is related to the commission or the attempted commission of a money
laundering/terrorist activity financing offence, and retained for five years following the transaction(s).*
Accountants and Accounting Firms must further take reasonable measures to ascertain the identity of
every person with whom the Accountant or Firm conducts or attempts to conduct a suspicious

transaction.®®

90. If an Accountant or Accounting Firm receives $10,000CAD or more in cash either in a single
transaction or in multiple transactions within a 24-hour period in respect of a Triggering Activity by, or
on behalf of the same person or entity, the Accountant or Accounting Firm must: (i) keep a Large Cash
Transaction Record to be retained for five years following the transaction;® (ii) file a Large cash
Transaction Report (“LCTR”) to FINTRAC within 15 calendar days;®’ (iii) ascertain the identity of every
person with whom the Accountant or Accounting Firm conducts a Large Cash Transaction®; and (iv) take
measures to determine whether the individual who gives the cash is acting on behalf of a third party.®

These obligations do not apply if the funds are received from a financial entity or a public body.1%

91. Tables A and B below summarize the number of LCTRs and STRs filed by the accounting sector
in British Columbia and Canada, respectively, with FINTRAC from 2014 through 2018.

TABLE A: STRs and LCTRs filed by British Columbia Accountants, 2014-2018
Year 2014 2015 2016 2017 2018
LCTRs 0 0 0 0 1
STRs 0 0 1 0 1

9 PCMLTFA, s. 7.

% PCMLTFA Regulations, s. 69.

% PCMLTFA Regulations, s. 53.1(1).

% PCMLTFA Regulations, ss. 36(2), s. 69.

% PCMLTFA Regulations, s. 5(2).

% PCMLTFA Regulations, s. 53.

% PCMLTFA Regulations, s. 8(1). A third-party determination involves confirming whether or not the person from
whom cash is received is acting on another party’s instructions. If so, the person or entity shall keep a record of the
third party’s information and relationship to the individual who gives the cash. The information can be recorded on
the Large Cash Transaction Record.

100 PCMLTFA Regulations, s. 35.
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TABLE B: STRs and LCTRs filed by Canadian Accountants, 2014-2018
Year 2014 2015 2016 2017 2018
LCTRs 1 14 4 0 1
STRs 0 1 3 1 3
92. As of 2014,1% Accountants and Accounting Firms have added obligations where there is a

“business relationship”, defined as a relationship with a client that holds one or more accounts with the
Accountant or Accounting Firm, or if the client does not hold an account, for transactions and activities
for which an Accountant or Accounting Firm is required to ascertain the identity of a person or confirm
the existence of an entity.°2 A business relationship gives rise to the obligation to keep a record that sets
out the “purpose and intended nature of the business relationship”,** to conduct ongoing monitoring,*
and to keep a record of measures taken and information obtained through ongoing monitoring.2® If,
through ongoing monitoring, the Accountant or Accounting Firm considers there is a high risk of a money
laundering offence or terrorist activity financing offence, they must treat the activities as high risk and
take enhanced measures.'® Amendments to the PCMLTFA Regulations that further provide for the
creation of a “business relationship” when (a) an account is opened by a client, or (b) an Accountant or
Accounting Firm is required to verify the identity of the client for a second time, have been passed but are

not yet in force. %
93. There are exceptions to the client verification rules, which include:

e Accountants and firms need not re-identify an individual or re-confirm the existence of an entity if
they previously did so using the methods specified in the PCMLTFA Regulations in place at the

time and kept the associated records, so long as they have no doubts about the information used.

101 See SOR/2013-15.

102 pPCMLTFA Regulations, s. 1(2).

103 PCMLTFA Regulations, s. 52.1.

104 PCMLTFA Regulations, s. 59.11(a).

105 PCMLTFA Regulations, s. 59.11(b).

106 PCMLTFA Regulations, s. 59.12.

107 SOR 2019-240, s. 23, as amended by SOR/2020-112, s. 3.
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e Accountants and firms do not have to verify the names of a corporation’s directors when they

confirm the existence of a corporation that is a securities dealer.

e Accountants and firms do not have to identify an individual and/or confirm the existence of an
entity if they conduct a transaction for a public body or very large corporation. The same is true
regarding a subsidiary of either of those types of entities, if the financial statements of the subsidiary

are consolidated with those of the public body or a very large corporation.

e Accountants and firms are not subject to the PCMLTFA and the PCMLTFA Regulations as an
accountant or accounting firm if the activities they undertake are in respect of an audit, review or
compilation engagements, or carried out in accordance with the recommendations set out in the
CPA Canada Handbook.

e Accountants and firms do not have to identify an individual or confirm the existence of an entity
for the receipt of funds in an amount of $3,000 or more, if the amount is received from a financial

entity or public body.

e Accountants and firms do not have to identify the individual who conducts a large cash transaction

if the cash is received from a financial entity or public body.

e Accountants and firms do not have to take reasonable measures to identify the individual who

conducts or attempts to conduct a suspicious transaction only if:

a. they have already identified the individual as required and have no doubts about the

identification information; or

b. they believe that identifying the individual would inform them that the accountant or firm

is submitting a Suspicious Transaction Report.%®
94. The PCMLTFA and the PCMLTFA Regulations require that Accountants and Accounting firms

implement a compliance program comprised of five components:

a. adesignated compliance officer, who is responsible for overseeing the compliance

program;1%°

b. the development and application of policies and procedures for Accountants or

Accounting Firms to assess and document, in the course of their activities, the risk of a

108 See https://www.fintrac-canafe.gc.ca/guidance-directives/client-clientele/client/acc-eng.
109 PCMLTFA Regulations, ss. 71(1)(a).
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money laundering offence or terrorist activity financing offence, that take into

consideration various organization-specific factors;*

c. written policies and procedures that are kept up to date and, in the case of Accounting

Firms, are approved by a senior officer;!!
d. awritten ongoing compliance training program for employees and agents;**2 and

e. an effectiveness review of the Accountant’s or Accounting Firm’s policies and
procedures, risk assessment and training program. Accountants and Accounting Firms are

required to carry out the review by an internal or external auditor every two years.!!3

95. Three Canadian Auditing Standards (CAS) contain references to money laundering, namely: CAS
240 The auditor's responsibilities relating to fraud in an audit of financial statements; CAS 260
Communication with those charged with governance; and CAS 250 Consideration of laws and
regulations in an audit of financial statements. These standards alert auditors that when they

identify certain matters, law or regulation may specifically prohibit a communication, or other action, that

might prejudice an investigation by an appropriate authority into an actual, or suspected, illegal act.

96. In addition, CPABC has published a document entitled CAS240 The Auditor’s Responsibilities
Relating to Fraud in an Audit'** which provides guidance where an auditor encounters circumstances that
suggest money-laundering activities and, accordingly, an increased risk of misstatement in financial
statements and other forms of fraud. The Auditor’s Responsibilities guide provides that, in the event that
an auditor believes financial statements are false or misleading, they should request additional
information. If that information is not forthcoming, the member must consider not releasing the financial

statements and resigning from the engagement.

97. In 2014, CPA Canada issued the Guide to Comply with Canada’s Anti-Money Laundering (AML)

Legislation, which is attached as Appendix “L”.

10 PCMLTFA, s. 9.6(2); PCMLTFA Regulations, s. 71(1)(c). Factors include the Accountant’s or Accounting Firm’s
business relationships, products and delivery channels, new developments in, or the impact of, new technologies,
and any risk arising from activities of an affiliated entity or from activities of an affiliated foreign entity.

111 PCMLTFA Regulations, ss. 71(1)(b).

112 PCMLTFA Regulations, ss. 71(1)(d)

113 PCMLTFA Regulations, ss. 71(1)(e).

114 Attached as Appendix “K”.
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71 Transition — definitions
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85- Consequential Amendments
103

104 Commencement

Part 1 — Definitions

Definitions
1 In this Act:

"board" means the board of the CPABC established under section 4 [board of directors];
"bylaw" means a bylaw of the CPABC made under this Act;

"chartered professional accountant member" means a member described in section 36 (a)
[classes of members];

"court" means the Supreme Court;

"CPABC" means the Organization of Chartered Professional Accountants of British
Columbia established under section 2 (1);

"disciplinary committee™ means a disciplinary committee appointed by the board in
accordance with the bylaws;

"hearing" means a hearing under section 53 [hearing]; Appendix A
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"investigation" means an investigation under section 51 (3) [practice review and
investigation]:

"legacy designation" means a legacy designation prescribed by regulation;

"limited liability partnership" means a partnership registered as a limited liability
partnership under Part 6 of the Partnership Act;

"member" means a member of the CPABC;

"permit" means a permit issued under section 40 [professional accounting corporation
permits],

"practice review" means a practice review under section 51 (2);

"professional accounting corporation” means a corporation that holds a valid permit;
"register" means the register under section 48 [register],

"registered firm" means a firm registered under section 42 [registration of firms];

"registrar" means the person appointed as registrar for the CPABC under section 6 (3)
[officers]:

"registration" means the registration of a firm under section 42;
"review committee" means a review committee appointed in accordance with the bylaws;

"review on the record" means a review on the record under section 55 [review on the
record].

Part 2 — Organization of Chartered Professional Accountants
Division 1 — Organization and Board

Organization established

2 (1) The Certified General Accountants Association of British Columbia, the Certified
Management Accountants Society of British Columbia and the Institute of Chartered
Accountants of British Columbia are amalgamated and continued as a corporation to
be known as the Organization of Chartered Professional Accountants of British
Columbia.

(2) The organization may operate under the name Chartered Professional Accountants
of British Columbia, CPA British Columbia or CPABC.

(3) For the purposes of exercising its powers and performing its duties under this Act,
the organization has all the powers and capacity of a natural person.

(4) The head office of the organization must be
(a) in the City of Vancouver, or

(b) if specified in the bylaws, in another location in British Columbia.

Objects of CPABC _
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3 The CPABC has the following objects:

(a) to promote and maintain the knowledge, skill and proficiency of members
and students in the practice of accounting;

(b) to establish qualifications and requirements for admission as a member
and continuation of membership, and for enrolment and continuation of
enrolment of students;

(c) to regulate all matters, including competency, fitness and professional
conduct, relating to the practice of accounting by members, students,
professional accounting corporations and registered firms;

(d) to establish and enforce professional standards;

(e) to represent the interests of members and students.

Board of directors

4 (1) Aboard of directors is established and must consist of the following:

(@) not less than 9 persons elected by and from the members in accordance
with the bylaws;

(b) up to 3 persons appointed by the Lieutenant Governor in Council who are
not members.

(2) The members eligible to be elected under subsection (1) (a) must be
(a) resident in British Columbia, and
(b) either
(i) chartered professional accountant members in good standing, or

(i) members in good standing in another class of members specified in
the bylaws.

(3) A member of the board

(a) elected under subsection (1) (a) serves for a term specified in the bylaws,
and

(b) appointed under subsection (1) (b) serves for a term specified in the
appointment by the Lieutenant Governor in Council.

(4) Elections referred to in subsection (1) (a) must be held at least every 24 months.

(5) Unless the bylaws otherwise provide, if a vacancy among the elected positions of the
board occurs between annual general meetings, the board may appoint a member
until the next annual general meeting or special general meeting.

Powers of board

5 (1) The powers and capacity of the CPABC under section 2 (3) [organization established]
may be exercised by the board on behalf of the CPABC.

(2) The board must pass a resolution to exercise a power or capacity under subsection
(1.
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(3) A resolution under subsection (2) may provide that a power or capacity may be
exercised

(a) on a specified occasion, or
(b) from time to time.

(4) If a bylaw and a resolution are in conflict, the bylaw prevails.

Officers
6 (1) The officers of the CPABC are

(@) a chair, one or more vice chairs and a treasurer elected by the board from
among board members elected under section 4 (1) (a) [board of directors],

(b) a president and a secretary appointed by the board, and
(c) any other officers as specified in the bylaws.
(2) The president serves as the chief executive officer of the CPABC.

(3) The president must appoint a registrar in accordance with the bylaws and may
delegate the powers of the registrar to another person or a committee.

Meetings of CPABC
7 (1) An annual general meeting must be held, in accordance with the bylaws, for
(a) an election to fill vacancies on the board,
(b) the conduct of business specified in the bylaws, and
(c) the conduct of other business that may be brought before the meeting.
(2) The board may call a special general meeting as specified in the bylaws.

(3) Unless the bylaws otherwise provide, only chartered professional accountant
members in good standing are eligible to vote at an annual general meeting or a
special general meeting.

(4) At an annual general meeting or a special general meeting, a member may be
represented and vote by proxy under the following conditions:
(@) a proxy must not be exercised by a person who is not a member;

(b) the proxy must be exercised in accordance with the bylaws on voting and
proxies.

Benevolent and educational funds

8 (1) The CPABC may, directly or indirectly, receive, manage and invest contributions and
donations from members or others as

(@) a benevolent fund for the benefit of any member, or the family of a
deceased member, who may require financial assistance, or

(b) an educational fund for the benefit of any of the following who may require
financial assistance, including the provision of scholarships or bursaries:

(i) applicants for enrolment as a student;
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(ii) students;
(iii) members;

(iv) applicants for admission as members.

(2) The CPABC may contribute to a fund referred to in subsection (1) (a) or (b).
Division 2 — Bylaws

Bylaws respecting management and objects of CPABC

9 The board may make bylaws for the purposes of the management and objects of the
CPABC.

Bylaws respecting meetings

10 Wwithout limiting section 9, the board may make bylaws respecting annual general
meetings and special general meetings, including

(a) the time, place and manner of holding meetings,
(b) voting rights, if any, of members in a class, and

(c) voting procedures, including procedures for voting by proxy or by
electronic means.

Bylaws respecting board elections

11 Without limiting section 9, the board may make bylaws respecting the election of
members to the board, including

(a) procedures to be adopted at meetings for elections,

(b) terms of office of members elected to the board, including the staggering
of terms of office and the setting of terms longer than 24 months to
facilitate the staggering of terms, and

(c) the election of board members on a regional basis.

Bylaws respecting officers

12 without limiting section 9, the board may make bylaws respecting officers of the CPABC,
including the appointment, election and replacement of officers, and the officers'
powers, duties and remuneration.

Bylaws respecting committees

13 Without limiting section 9, the board may make bylaws respecting committees, including

(a) respecting the establishment of an executive committee, including the
composition of an executive committee, the functions, duties and powers
of an executive committee and the delegation of the board's functions,
duties and powers to an executive committee, and

(b) respecting the establishment of a disciplinary committee, a review
committee and any other committee, including the composition of a

committee which may include persons who are not members of the CPABC,
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the functions, duties and powers of a committee, the delegation of the
board's functions, duties and powers to a committee and the delegation of
a committee's functions, duties and powers to one or more panels of a
committee.

Bylaws respecting students and other applicants for admission

14 Without limiting section 9, the board may make bylaws respecting students and other
applicants for admission, including

(a) establishing procedures for admission of students and other applicants as
members,

(b) setting the requirements, including fitness and character requirements, for
admission of students and other applicants as members,

(c) establishing standards for the manner and method of practice of students
and other applicants for membership,

(d) conducting investigations into the conduct of students or other applicants
for membership, and

(e) establishing an appeal process in respect of the manner in which
examinations for admissions as a member are conducted.

Bylaws respecting fellows

15 Without limiting section 9, the board may make bylaws respecting the election of a
member as a fellow of the CPABC.

Bylaws respecting classes of members
16 Without limiting section 9, the board may make bylaws respecting

(a) classes of members, and

(b) standards of competency, fitness and professional conduct for a class of
members.

Bylaws respecting members
17 Wwithout limiting section 9, the board may make bylaws respecting members, including
(a) qualification and competency requirements of members, including

establishing those requirements and conducting reviews of members to
ensure compliance with those requirements,

(b) optional or compulsory learning activities or continuing education for
members,

(c) certification or licensing requirements for members to provide specified
types of accounting services,

(d) specification of types of accounting services for the purposes of
paragraph (c), and
(e) standards for the manner and method of practice of members.
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Bylaws respecting professional accounting corporations

18 Without limiting section 9, the board may make bylaws respecting the issuance of
permits to professional accounting corporations, including

(a) renewal of permits,
(b) terms and conditions that must be met to be issued a permit under section
40 [professional accounting corporation permits], including terms and

conditions relating to the ownership and control of a professional
accounting corporation,

(c) procedures for granting, suspending and cancelling a permit, and

(d) the names and the approval of names, including the type of names, by
which a professional accounting corporation may be known.

Bylaws respecting registered firms

19 Wwithout limiting section 9, the board may make bylaws respecting the registration of
firms, including

(a) renewal of registrations,

(b) classes of registration,

(c) terms and conditions that must be met to be registered under section 42
[registration of firms],

(d) procedures for granting, suspending and cancelling a registration, and

(e) the names and the approval of names, including the type of names, by
which a registered firm may be known.

Bylaws respecting limited liability partnerships

20 without limiting section 9, the board may make bylaws respecting limited liability
partnerships, including

(@) granting permission to members to provide accounting services to the
public through a limited liability partnership, and

(b) establishing prerequisites, conditions, limitations and requirements for
members to provide accounting services to the public through a registered
firm that is a limited liability partnership.

Bylaws respecting designations

21 without limiting section 9, the board may make bylaws respecting designations,
including

(a) the use and display by a member, a professional accounting corporation or
a registered firm of a designation and the initials signifying that
designation under this Act, including requiring the use or display of a
designation and the initials signifying that designation and setting
conditions for the use and display of a designation and the initials
signifying that designation, and

Appendix A
https://www.bclaws.ca/civix/document/id/complete/statreg/15001/search/CIVIX_DOCUM 9/40



11/13/2020 Chartered Professional Accountants Act
(b) establishing who may use and display a legacy designation and the initials
signifying that designation, including requiring or prohibiting the use or
display of a legacy designation and the initials signifying that designation
and setting conditions for the use and display of a legacy designation and
the initials signifying that designation.

Bylaws respecting practice reviews, investigations, hearings and extraordinary suspensions
22 Without limiting section 9, the board may make bylaws respecting practice reviews,
investigations, hearings and extraordinary suspensions, including respecting
(a) the conduct of practice reviews and investigations, including
(i) requiring members, professional accounting corporations and
registered firms to submit to a practice review, and

(ii) requiring members, former members, students, professional
accounting corporations, former professional accounting
corporations, registered firms and former registered firms to submit
to an investigation,

(b) the inspection of offices, books, accounts and other records of a person
subject to an investigation or practice review,

(c) the conduct of hearings,

(d) the establishment of a panel for the purposes of section 57 [extraordinary
suspension] and the conduct of a proceeding under that section, and

(e) authorizing a person or committee appointed under section 51 [practice
review and investigation] to resolve a matter, by agreement,

(i) in a practice review, with a member who is, or a professional
accounting corporation or registered firm that is, the subject of the
practice review, and

(ii) in an investigation, with a respondent as defined in section 50
[definitions for this Part].

Bylaws respecting reviews on the record
23 Wwithout limiting section 9, the board may make bylaws respecting reviews on the record
of an order of a panel of a disciplinary committee, including
(a) the procedures for making an application to a review committee,

(b) the practice and procedure for conducting reviews on the record, and

(c) the circumstances in which a review committee may hear evidence that is
not part of the record.

Bylaws respecting tariff of costs
24 (1) without limiting section 9, the board may make bylaws establishing a tariff of costs
to partially indemnify
(a) the CPABC for the expenses it incurs to conduct an investigation,
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(b) the CPABC for the expenses it incurs to conduct a hearing,
(c) the CPABC for the expenses it incurs to conduct a review on the record,

(d) the CPABC for the expenses it incurs concerning a proceeding under
section 57 [extraordinary suspension],

(e) if section 54 (1) [costs] applies, a respondent in a proceeding referred to in
paragraph (a), (c) or (d), other than the CPABC, for the expenses the
respondent incurs concerning the proceeding, and

(f) if section 54 (1) applies, a respondent in a hearing for the expenses the
respondent incurs concerning the hearing.

(2) A tariff of costs established under subsection (1) must not provide for the recovery of
(@) the remuneration paid to members of a committee,
(b) the remuneration of employees of the CPABC, or

(c) legal expenses of the CPABC other than those incurred to conduct a
proceeding before a committee.

Bylaws respecting insurance

25 Without limiting section 9, the board may make bylaws respecting insurance against
professional liability claims, including

(a) requirements that members, professional accounting corporations and
registered firms maintain insurance,

(b) the exemption of a member, a category of members, a professional
accounting corporation, a category of professional accounting
corporations, a registered firm or a category of registered firms from
requirements established under paragraph (a), and

(c) authorization of the CPABC to act as agent for its members, professional
accounting corporations and registered firms in obtaining the insurance.

Bylaws respecting chapters, branches and affiliations

26 Without limiting section 9, the board may make bylaws respecting

(a) the establishment of chapters or branches of the CPABC in British Columbia
for the social and educational welfare of its members and students, with
the powers as may be provided for in the bylaws, and

(b) authorization of the CPABC to enter into contracts, in accordance with the
bylaws, to affiliate with a body that has objects and purposes similar to
those of the CPABC.

General bylaw-making powers
27 (1) The board may by bylaw amend or repeal a bylaw.
(2) Provisions in a bylaw may be different for different categories of persons.

(3) The board must deal with a matter referred to in sections 10 to 26 only by
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(a) enacting a bylaw, or

(b) acting as authorized under a bylaw.

Bylaw approval
28 (1) A bylaw must be confirmed at

(a) aspecial general meeting called for the purpose of considering the bylaw,
or

(b) the next annual general meeting.

(2) The board must file a copy of a bylaw with the minister within 30 days after the bylaw
is confirmed at the special general meeting or annual general meeting.

(3) A bylaw may be disallowed by the minister within 45 days after the bylaw is filed
under subsection (2).

(4) Unless the minister disallows the bylaw under subsection (3), a bylaw comes into
force

(a) 45 days after the date the bylaw is filed under subsection (2), or

(b) on an earlier date if the minister declares that the bylaw comes into force
on an earlier date.

Ministerial powers in relation to certain bylaws

29 (1) If the minister, in order to protect the public interest, considers that a bylaw should
be made, amended or repealed under section 18 [bylaws respecting professional
accounting corporations] respecting the ownership or control of professional
accounting corporations, the minister may, by notice in writing to the board, request
that the board make a new bylaw or amend or repeal an existing bylaw, under that
section in the manner and by the date specified in the notice.

(2) If the board does not comply with a request under subsection (1), the Lieutenant
Governor in Council may make the new bylaw or amend or repeal the existing bylaw
in accordance with the request.

Part 3 — Students and Membership

Students

30 The board may determine one or more of the following:

(a) requirements for enrolment and training in accountancy to be met by
students;

(b) curriculum of studies in accountancy to be pursued by students;
(c) standards of skill and competency in accountancy to be met by students;

(d) the rules, not contrary to this Act or the bylaws, for examinations or
evaluations, including recognizing results from examinations held by other

bodies.
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Educational programs

31 (1) The CPABC may establish educational programs in accountancy for students.

(2) The CPABC may make arrangements with a post-secondary institution or other
educational body for the establishment or delivery of the programs referred to in
subsection (1), including for the enrolment and training of students and the conduct
and delivery of examinations.

Examinations

32 The board must hold examinations for admission as a member, or arrange that
examinations for admission as a member be held, at least once a year.

Equivalent examinations

33 (1) The board must by bylaw establish the conditions under which persons who have
passed the examinations of other corporate bodies that have the same or similar
objects may be admitted as members.

(2) The conditions established under subsection (1) must be reasonable and are subject
to amendment by the Lieutenant Governor in Council.

(3) If the board omits to pass a bylaw described in subsection (1), the Lieutenant
Governor in Council may prescribe the conditions.

Appeals

34 (1) In this section, "appeal process" means an appeal process of the CPABC established
by bylaw or an appeal process of a person who holds examinations for admission as
a member.

(2) A person who has failed to pass an examination for admission as a member may
appeal the manner in which the examination was conducted to the court within 3
months from the date of either of the following, as applicable:

(a) if there is an appeal process, the decision in the appeal process;

(b) if there is no appeal process, the publication, by the CPABC or by the person
who held the examination, of the result of the examination.

(3) If there is an appeal process, a person may not initiate an appeal to the court until
the person has first exhausted the appeal process.

Admission as member
35 (1) The board must admit a person to membership in the CPABC if the person
(a) passes examinations required by the board,
(b) satisfies the board that the person is of good character,
(c) pays any applicable fees established by the board, and

(d) meets any other requirements for admission to membership specified in
the bylaws.
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(2) The board must admit a person to membership in the CPABC if the person is entitled
under the Labour Mobility Act to be admitted to membership in the CPABC.

(3) The board may delegate its powers and duties under subsections (1) and (2) to the
registrar.

Classes of members

36 The classes of members of the CPABC are as follows:
(a) chartered professional accountants, including fellows;
(b) associate members;
(c) technologist members;

(d) other classes of members established by bylaw.

Honorary members
37 (1) The board may confer honorary membership on persons the board considers to have
provided outstanding or notable services to the CPABC.

(2) An honorary membership does not confer the right to be elected to the board, vote
as a member or practise as a chartered professional accountant.

Fees, dues and assessments
38 The board may

(a) establish and collect fees, dues and assessments payable to the CPABC by

(i) applicants for enrolment as a student,
(ii) students,

(iii) applicants for admission as a member,

(iv) members,
(v) applicants for professional accounting corporation permits,

(vi) professional accounting corporations,

(vii) applicants for registration as a registered firm,

(viii) registered firms, and

(ix) persons applying for examination or evaluation,

(b) provide for special fees, special dues and special assessments to be paid by
the persons described in paragraph (a),

(c) set the date by which fees, dues, assessments, special fees, special dues or
special assessments must be paid, and

(d) exempt a person or a category of persons from payment of a fee, dues,
assessment, special fee, special dues or special assessment.

Part 4 — Professional Accounting Corporations, Registered Firms and Limited
Liability Partnerships
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Definition for this Part

39 1In this Part, "holding company" means a corporation incorporated under the Business
Corporations Act or registered under Part 11 of that Act, all the voting shares of which
are legally and beneficially owned, directly or indirectly, by chartered professional
accountant members in good standing.

Professional accounting corporation permits

40 (1) Subject to subsection (3), the board must issue a permit to a corporation that is a
company as defined in the Business Corporations Act, and that is in good standing
under that Act or that is an extraprovincial company as defined in that Act, if the
board is satisfied that

(a) the corporation has complied with this Part and the bylaws,

(b) each voting share is legally and beneficially owned by chartered
professional accountant members in good standing or by holding
companies,

(c) all the directors of the corporation are chartered professional accountant
members in good standing,

(d) the president of the corporation is a chartered professional accountant
member in good standing,
(e) each non-voting share is legally and beneficially owned by
(i) a chartered professional accountant member in good standing,
(i) a holding company,
(iii) a person who is a relative of or resides with a chartered professional
accountant member in good standing who is a shareholder or who is

a shareholder in a professional accounting corporation that is a
shareholder,

(iv) a corporation, all the shares of which are beneficially owned by one
or more of the persons referred to in subparagraph (i) or (iii), or
(v) a trust, all the beneficiaries of which are individuals referred to in
subparagraph (i) or (iii),
(f) each person who provides accounting services in British Columbia to the
public on behalf of the professional accounting corporation is
(i) a chartered professional accountant member in good standing, or
(i) under the direct supervision of a chartered professional accountant

member in good standing who is an employee or shareholder of the
professional accounting corporation, and

(g) the corporation satisfies any other requirements specified in the bylaws.

(2) Subject to the bylaws, if a corporation that has been issued a permit under
subsection (1) ceases to meet the criteria for a permit set out in subsection (1)
because
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