Commission of Inquiry into Money Laundering in British Columbia

Overview Report: Relevant Hansard
I. Scope of Overview Report
1.

This overview report attaches Hansard related to the enactment of and

amendments to the Proceeds of Crime (Money Laundering) and Terrorist Financing Act,
S.C. 2000, c. 17 (the “PCMLTFA”) and to ss. 354, 462.3 and 355.1-355.4 of the Criminal
Code, R.S.C. 1985, c. C-46. The Hansard is attached in six appendices identified as
Appendices ‘A’ – ‘F’.
A. Proceeds of Crime (Money Laundering) and Terrorist Financing Act
2.

The Hansard relevant to the PCMLTFA attached to this overview report includes

that associated with the following Bills:
a. An Act to Facilitate the Combatting the Laundering of the Proceeds of Crime, S.C.
1991, c. 26 (Bill C-9, 1991) - Appendix A: p. 3.
b. Proceeds of Crime (Money Laundering) and Terrorist Financing Act, S.C. 2000,
c. 17 (Bill C-22, 2000) - Appendix A: p. 122.
c. An Act Respecting Genocide, Crimes Against Humanity And War Crimes And To
Implement The Rome Statute Of The International Criminal Court, And To Make
Consequential Amendments To Other Acts, S.C. 2000, c. 24 (Bill C-19, 2000) –
Appendix B: p. 3.
d. An Act to Amend the Proceeds of Crime (Money Laundering) Act, S.C. 2001, c.
12 (Bill S-16, 2001) – Appendix B: p. 8.
e. An Act To Amend The Criminal Code (Organized Crime And Law Enforcement)
And To Make Consequential Amendments To Other Acts, S.C. 2001, c. 32 (Bill
C-24, 2001) – Appendix B: p. 102.
f. An Act To Amend The Criminal Code, The Official Secrets Act, The Canada
Evidence Act, The Proceeds Of Crime (Money Laundering) Act And Other Acts,
And To Enact Measures Respecting The Registration Of Charities In Order To
Combat Terrorism, S.C. 2001, c. 41 (Bill C-36, 2001) – Appendix B: p. 133.
g. An Act To Establish A Body That Provides Administrative Services To The
Federal Court Of Appeal, The Federal Court, The Court Martial Appeal Court And
The Tax Court Of Canada, To Amend The Federal Court Act, The Tax Court Of
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Canada Act And The Judges Act, And To Make Related And Consequential
Amendments To Other Acts, S.C. 2002, c. 8 (Bill C-30, 2002) – Appendix B: p.
174.
h. Public Service Modernization Act, S.C. 2003, c. 22 (Bill C-25, 2003) – Appendix
B: p. 176.
i.

An Act To Establish The Library And Archives Of Canada, To Amend The
Copyright Act And To Amend Certain Acts In Consequence, S.C. 2004, c.11 (Bill
C-8, 2004) – Appendix B: pp. 176.

j.

An Act To Amend Certain Acts Of Canada, And To Enact Measures For
Implementing The Biological And Toxin Weapons Convention, In Order To
Enhance Public Safety, S.C. 2004, c. 15 (Bill C-7, 2004) – Appendix B: p. 177.

k. An Act to establish the Canadian Border Services Agency, S.C. 2005, c. 38 (Bill
C-26, 2005) – Appendix B: p. 179.
l.

An Act To Establish The Department Of Public Safety And Emergency
Preparedness And To Amend Or Repeal Certain Acts, S.C. 2005, c. 10 (Bill C-6,
2005) – Appendix B: p. 180.

m. An Act To Amend The Proceeds Of Crime (Money Laundering) And Terrorist
Financing Act And The Income Tax Act And To Make A Consequential
Amendment To Another Act, S.C. 2006, c. 12 (Bill C-25, 2006) – Appendix B: p.
180.
n. Economic Action Plan 2013 Act No. 2, S.C. 2013, c. 40 (Bill C-4, 2013) –
Appendix B: p. 200.
o. Economic Action Plan 2014 Act, No. 1, S.C. 2014, c. 20 (Bill C-31, 2014) –
Appendix B: p. 200.
p. Miscellaneous Statute Law Amendment Act, 2014, S.C. 2015, c. 3 (Bill C-47,
2014) – Appendix B: p. 225.
q. Economic Action Plan 2015 Act, S.C. 2015, c. 36 (Bill C-59, 2015) – Appendix B:
p. 226.
r. Budget Implementation Act 2017, No. 1, S.C. 2017, c. 20 (Bill C-44, 2017) –
Appendix B: p. 228.
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s. An Act to Amend the Controlled Drugs and Substances Act and to make Related
Amendments to Other Acts, S.C. 2017, c. 7 (Bill C-37, 2017) – Appendix B: p.
231.
t. An Act to Amend the Public Service Labour Relations Act, the Public Service
Labour Relations and Employment Board Act and other Acts and to Provide for
Certain Other Measures, S.C. 2017, c. 9 (Bill C-7) – Appendix B: p. 238.
u. National Security and Intelligence Committee of Parliamentarians Act, S.C. 2017,
c. 15 (Bill C-22, 2017) – Appendix B: p. 241.
v. An Act To Amend The Criminal Code And The Department Of Justice Act And
To Make Consequential Amendments To Another Act, S.C. 2018, c. 29 (Bill C51, 2018) – Appendix B: p. 242.
w. An Act Respecting Cannabis and to Amend the Controlled Drugs and Substances
Act, the Criminal Code and other Acts, S.C. 2018, c. 16 (Bill C-45, 2018) –
Appendix B: p. 243.
x. Budget Implementation Act, 2018, No. 2, S.C. 2018, c. 27 (Bill C-86, 2018) –
Appendix B: p. 259.
y. Budget Implementation Act, 2019, No. 1, S.C. 2019, c. 29 (Bill C-97, 2019) –
Appendix B: p. 260.
z. An Act Respecting National Security Matters, S.C. 2019, c. 13 (Bill C-59, 2019) –
Appendix B: p. 278.
B. Criminal Code Provisions
3.

The Hansard relevant to ss. 354, 462.3 and 355.1-355.4 of the Criminal Code

attached to this overview report includes that associated with the following Bills:
i.

Section 354 of the Criminal Code
a. Act to Amend The Criminal Code And Certain Other Acts (Criminal Law
Improvement Act) 1996, S.C. 1997, c. 18 (Bill C-17, 1997) – Appendix C:
p. 2.
b. An Act to amend the Criminal Code and the Department of Justice Act and
to Make Consequential Amendments to Another Act, S.C. 2018, c. 29 (Bill
C-51, 2018) - Appendix C: p. 4.
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ii.

Section 462.3 of the Criminal Code
a. A Bill to Amend the Criminal Code, the Food and Drugs Act, and the
Narcotic Control Act, S.C. 1988, c. 51 (Bill C-61, 1988) – Appendix D: p. 3.
b. An Act to Amend the Customs Tariff, the Excise Act, the Excise Tax Act,
the Customs Act, the Criminal Code and a Related Act, S.C. 1993, c. 25,
s. 95 (Bill C-102, 1993) – Appendix E: p. 2.
c. Seized Property Management Act, S.C. 1993, c. 37 (Bill C-123, 1993) –
Appendix E: p. 20.
d. An Act to Amend the Criminal Code and Customs Tarif (Child
Pornography and Corrupting Morals), S.C. 1993, c. 46 (Bill C-128, 1993) –
Appendix E: 105.
e. An Act to Amend the Criminal Code and Other Acts (Miscellaneous
Matters), S.C. 1994, c. 44 (Bill C-42, 1994) – Appendix E: p. 111.
f. An Act Respecting Firearms and Other Weapons, S.C. 1995, c. 39 (Bill C68, 1995) (Bill C-8, 1996) – Appendix E: p. 111.
g. Criminal Law Improvement Act, 1996, S.C. 1997, c. 18 (Bill C-17, 1996) –
Appendix E: p. 133.
h. An Act to Amend the Criminal Code (Criminal Organizations) and to
Amend Other Acts in Consequence, S.C. 1997, c. 23 (Bill C-95, 1997) –
Appendix E: p. 142.
i.

Corruption of Foreign Public Officials Act, S.C. 1998, c. 34 (Bill S-21,
1998) – Appendix E: p. 157.

j.

An Act to Amend the Criminal Code, the Controlled Drugs and Substances
Act and the Corrections and Conditional Release Act, S.C. 1999, c. 5 (Bill
C-51, 1999) – Appendix E: p. 167.

k. Immigration and Refugee Protection Act, S.C. 2001, c. 27 (Bill C-11, 2001)
– Appendix E: p. 209.
l.

An Act To Amend The Criminal Code (Organized Crime And Law
Enforcement) And To Make Consequential Amendments To Other Acts,
S.C. 2001, c. 32 (Bill C-24, 2001) – Appendix E: p. 226.
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m. An Act To Amend The Criminal Code, The Official Secrets Act, The
Canada Evidence Act, The Proceeds Of Crime (Money Laundering) Act
And Other Acts, And To Enact Measures Respecting The Registration Of
Charities In Order To Combat Terrorism, S.C. 2001, c. 41 (Bill C-36, 2001)
– Appendix E: p. 364.
n. An Act To Amend The Criminal Code (Proceeds Of Crime) And The
Controlled Drugs And Substances Act And To Make Consequential
Amendments To Another Act, S.C. 2005, c. 44 (Bill C-53, 2005) –
Appendix E: p. 367.
o. An Act To Amend The Criminal Code (Auto Theft And Trafficking In
Property Obtained By Crime), S.C. 2010, c. 14 (Bill S-9, 2010) – Appendix
E: p. 388.
p. An Act to Amend the Criminal Code, the Youth Criminal Justice Act and
Other Acts and to Make Consequential Amendments to Other Acts, S.C.
2019, c. 25 (Bill C-75, 2019) – Appendix E: p. 401.
q. Budget Implementation Act, 2019, No. 1, S.C. 2019, c. 29 (Bill C-97, 2019)
- Appendix E: p. 401.
iii.

Sections 355.1-355.4 of the Criminal Code
r. An Act to Amend the Criminal Code (Auto Theft and Trafficking in Property
Obtained by Crime), S.C. 2010, c. 14 (Bill S-9, 2010) – Appendix F: p. 2.
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II.

Proceeds of Crime (Money Laundering) and Terrorist
Financing Act, S.C. 2000, c. 17 (Bill C-22, 2000)
December 15, 1999 [House of Commons]

Hon. Jim Peterson (for the Minister of Finance) moved for leave to introduce Bill C-22, an
act to facilitate combating the laundering of proceeds of crime, to establish the Financial
Transactions and Reports Analysis Centre of Canada and to amend and repeal certain acts in
consequence. (Motions deemed adopted, bill read the first time and printed).

April 5, 2000 [House of Commons]
Hon. Jim Peterson (for the Minister of Finance, Lib.) moved that Bill C-22, an act to
facilitate combatting the laundering of proceeds of crime, to establish the Financial
Transactions and Reports Analysis Centre of Canada and to amend and repeal certain acts in
consequence, be read the second time and referred to a committee.
Mr. Speaker, I would ask before I start that instead of taking the 40 minutes of speaking time
and 10 minutes for questions and comments, that I be allowed to split the time. The
parliamentary secretary and I would take no more than 20 minutes of speaking time with 10
minutes for questions and comments, but I would need consent for that.
The Acting Speaker (Mr. McClelland):
I would remind members that the first three speakers do not have the opportunity for questions
and comments. Therefore, we will just be splitting the time.
Does the hon. Secretary of State for International Financial Institutions have the consent of the
House to split his time?
Some hon. Members: Agreed.
Hon. Jim Peterson:
Mr. Speaker, I appreciate the co-operation of hon. members. This bill on money laundering
deals with an emerging crime, and one that is getting worse. Dirty money is that money earned
from criminal activities, mainly drug dealing, but also such activities as smuggling cigarettes
and theft, and is often the product of organized crime. Money laundering is the process by
which that dirty money is cleaned in such a way that it cannot be readily or easily traced back
to its illegal activities, therefore allowing crime to profit.
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The financial action task force, of which Canada is a member, consists of 26 countries. It
consists of the OECD countries, plus Singapore. It estimated that the global amount of money
laundering is in the area of $300 billion to $500 billion U.S. every year.
…
Hon. Jim Peterson:
Mr. Speaker, I will try to be brief so that hon. members from other parties have as much time
as they would want to debate this important measure.
The financial action task force also indicated that the extent of money laundering going on in
Canada—and we will never know for certain what it is—is somewhere between $5 billion and
$17 billion a year.
This bill is aimed at doing one thing, and that is to help take the profit out of crime.
What do we currently have in place in terms of law? We have the Proceeds of Crime (Money
Laundering) Act, 1991, which does three things. It requires that records be kept of cash
transactions over $10,000. It requires that client identification procedures be followed, that is,
financial institutions are required to know the client. Third, it provides for the voluntary
reporting of suspicious transactions by the financial institution directly to the police.
Why do we need this new bill in light of the existing law? This new bill retains the record
keeping and client identification provisions of the old law. However, it has extended beyond
the current institutions which must report, such as financial institutions, casinos,
intermediaries, lawyers and accountants, to other types of financial institutions.
Money laundering is not just a phenomenon which takes place through financial institutions.
There are expanded means, including the Internet. This new legislation will apply to cheque
cashing businesses, crown owned institutions and crown owned casinos.
The old law, as I said, provided for the voluntary reporting of these suspicious transactions.
We are moving beyond this to mandatory reporting. Where there is a suspicious transaction, it
must be reported.
We will have three types of reporting. First, it will be mandatory for financial institutions and
others who have reasonable grounds to suspect that a transaction is linked to money laundering
to report that transaction.
Second, there will be mandatory reporting of prescribed transactions. We are proposing that
they be cash transactions, or the equivalent, of $10,000 or more.
Third, we want to deal with the importation and exportation in and out of Canada of large
amounts of cash or negotiable instruments. We are proposing that one has to report any sum
exported or brought into Canada in the order of $15,000 or more.
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Those are the guts of the new law. We have struggled. It is not an easy task to balance the
requirement to have an updated, modern, crime fighting legal system in Canada with
protecting the privacy of individuals.
Having reviewed many international situations and examples and after extensive consultations,
we have proposed that in order to safeguard individual privacy but at the same time ensure that
crime is stopped we would institute a financial transactions and reports analysis centre of
Canada, or the FTRACC.
The centre would be an agency reporting to the Minister of Finance, who would be responsible
for it. It would be run by a director. It would have approximately 60 employees and cost
approximately $10 million a year. The centre will receive reports from financial institutions or
others required to report. In other words, they will not report directly to the police or to the
government. They will report to the centre.
The centre will gather, collect and analyze all the information. It will then refer the
information to the appropriate policing authorities, only when it is satisfied there are
reasonable grounds to suspect that the information would be relevant to the crime of money
laundering. The centre must satisfy itself first.
What does the centre pass on? It passes on only tombstone or bare bones information: the
name of the account, the date of the transaction, the account number and the value of the
transaction. If the police authorities want to get more information from the centre they would
have to do so by virtue of a warrant issued by a judge.
This information can also be passed on by the centre to CSIS, to Revenue Canada and to
immigration authorities. It cannot be passed on willy-nilly. It can be passed on only in the
event the centre has determined there are reasonable grounds to suspect money laundering and
has determined that there may be, for example, tax fraud involved as well.
Any individual who feels that privacy rights have been hampered would be entitled to go to
the privacy commissioner to have the case looked at. The centre will not be exempt from
examination by the privacy commissioner.
Let us look at why it is important that we pass the bill quickly. The financial action task force
on money laundering has pointed out that Canada, one of its members, is the only member that
does not have mandatory reporting. We have the commitment of our Prime Minister at the G-8
summit in Birmingham in 1998 to this type of law. This was reconfirmed again last year at the
Cologne summit.
We have had extensive consultations starting in May 1998 when the solicitor general issued a
consultation paper. We in finance issued a consultation paper in December. We have
considered wide consultations with all interested parties.
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In conclusion, I believe that we have found a way to expand the reporting requirements, to
make them mandatory and at the same time to balance the rights of individuals to privacy and
freedom from unjust or unreasonable search and seizure.
This is through using this unique concept of the centre. The centre will be able to analyze
trends in money laundering. It will be able to work with international law enforcement
agencies. I think it will be a great addition to our war against crime.
By enacting the bill, Canada will be a much less attractive target for money laundering. We
will be sending a clear message to the world that organized crime and criminals should not try
to do business in Canada. We will appreciate the support of all parties.
Mr. Roy Cullen (Parliamentary Secretary to Minister of Finance, Lib.):
Mr. Speaker, I want to thank the members of this House for allowing me to take part in the
debate on this very important bill.
There is a lot we do not know about organized crime and money laundering, but we do know,
from informed sources, that it involves a constant battle always in a state of flux. It is a
substantial problem.
According to independent estimates for the Department of the Solicitor General of Canada, up
to $17 billion is laundered in Canada each year.
There are a number of other estimates that reveal the scope of the problem. No one knows
exactly how much is involved, but everyone knows that there is a real and serious problem, in
Canada and throughout the world.
According to a recent study by the financial action task force, established at the G-7 summit in
Paris in 1989, the way money is laundered in Canada and in the other member countries has
changed in recent years.
Money launderers no longer limit their activities to banks and other deposit institutions.
Other kinds of businesses are being used for money laundering such as securities dealers,
insurance companies, casinos, currency exchange houses, money transmitters and nonfinancial professionals including lawyers and accountants.
We know that proceeds of crime are often laundered through legitimate businesses. Criminal
Intelligence Service Canada backed this up in its annual report on organized crime just last
year. The physical movement of proceeds of crime across our borders is also part of this
problem.
The new system proposed in Bill C-22 will be an important step in helping to prevent crossborder money laundering through airports and other border points. More than that, Bill C-22
builds on the excellent work that we continue to do in partnership with the provinces,
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territories and law enforcement agencies as part of a larger global network of countries
fighting this problem together.
Despite vigorous efforts the current government and its partners continue to apply in Canada
and abroad, we can still do much more. Bill C-22 represents a major step forward in the fight
against organized crime.
I should remind hon. members that in the budget the government devoted significant new
resources to increase federal policing activities, particularly in the area of organized crime.
Over the next three years the RCMP will receive $584 million in extra funding. In the next
fiscal year alone the RCMP will receive $59 million extra for federal policing services. This
means more resources to fight organized crime activities such as drug trafficking, smuggling
of commodities and people, telemarketing and commercial fraud.
The bill is further proof of our commitment to giving our law enforcement agencies the tools
they need to do the job. By implementing the bill not only will Canada be living up to its
international commitments to the G-8 and its financial action task force, but we will also be
making good on commitments here at home.
The RCMP and police forces across the country will benefit from the system proposed in the
bill as information from the new agency will go directly to the police to support investigations.
Other federal agencies will also receive information from the agency to help investigate
certain national security, revenue and immigration offences, but only when they are also
related to suspicions of money laundering.
Allowing the new agency with suitable protections to share information with similar agencies
in other countries will allow us to play our full role against money laundering on an
international scale. It will also allow us to benefit from information that foreign agencies may
have about money laundering going on in our country.
When dealing with global organized crime sharing information is vital, but we are also aware
of the need to respect privacy in the process of investigating these crimes. We take these
concerns very seriously.
We must bring our investigative methods up to date to fight against today's money laundering
techniques. We need centralized and automated systems to discover the links between dubious
financial operations and the movement of illicit funds, and to ensure their follow-up. This is
exactly what Bill C-22 does.
Our consultations have shown strong support for a new and tighter anti-money laundering
system. Officials continue to work closely with financial institutions and other stakeholders to
make sure that the new requirements are clear and reasonable. We are also consulting
provincial governments, the police and others to ensure that the new arrangements will address
the needs that have been identified.
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Bill C-22 strikes a sound and effective balance between the legitimate needs of law
enforcement and respect for individual privacy. It will also make Canada a less attractive
target for money laundering and send a clear message around the world that this is a country
where organized criminals should not try to do business.
Mr. Gurmant Grewal (Surrey Central, Canadian Alliance):
Mr. Speaker, I rise on behalf of the people of Surrey Central to participate in the debate on Bill
C-22, an act to facilitate combatting the laundering of proceeds of crime, to establish the
financial transactions and reports analysis centre of Canada and to amend and repeal certain
acts in consequence.
Canada is a party to international agreements asking us to report transactions that may involve
money laundering. The official opposition believes that the vast majority of law-abiding
Canadians want legislation that will fight crime and that will prevent crime.
The weak Liberal government introduced this bill as Bill C-81 on May 31, 1999, and let it die
on the order paper. Now we are only at second reading of the bill and still it will have to be
sent to the committee for much study and amendment.
I listened very carefully to the comments of the Secretary of State for International Financial
Institutions. I am convinced that the government did not evaluate, did not look into the pros
and cons of the bill in depth. I would like to give an overview whereby we will look into the
gravity of the situation first and then look into the problems and concerns. I would also like to
provide some suggestions and amendments.
Organized criminals, particularly in the drug trade, generate and launder billions of dollars
annually. They have to do that to continue their illegal operations. They move from
jurisdictions with strong controls to jurisdictions with weak or no controls. This criminal
activity undermines Canada's financial and social systems and increases the power and
influence of illegal businesses.
Experts estimate that from $300 billion to $500 billion of criminally driven funds enter the
international market annually. In Canada alone the ballpark estimate is around $20 billion.
The Financial Action Task Force estimates that about 70% of the money laundered through
Canada is derived from drug trafficking.
There are many ways to launder money, including through financial institutions, foreign
exchange dealers, significant cash purchases, brokerage houses, foreign tax havens, real estate,
the operation of shell companies, travel agencies, insurance agencies or companies, and
dealing in gold and other precious metals. Even some professionals such as lawyers and
accountants help in money laundering. Criminals launder money through gambling and crossborder transfers. It is a wide open area.
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Some other methods are more sophisticated, for example smurfing, human mules, overinvoicing for import-export purposes. I will not mention the details for security reasons.
Canadian banks are reportedly favoured for the transfer of funds because of their wide
international presence, stability, efficiency, strong tradition of banker-client confidentiality and
facilities of transfer such as wire transfers, currency exchange, denomination exchange,
savings deposit boxes, and please do not laugh, even government savings bonds.
The foreign currency exchange houses being less regulated than the chartered banks provide
the second most common vehicle for money laundering, at least in Canada. There is a potential
for concealing the identity of the launderers because the negotiable instruments or the wire
transfers are deposited in the banks and the client is perceived as the currency exchange house,
not those people who are laundering the money. The perception is created that the financial
negotiable instrument comes from the currency exchange house and is then deposited in the
bank and the laundering of the money continues.
Other illicit funds are also laundered through the purchase of stocks and bonds in the securities
market through a shell company located in a tax haven somewhere where the laws protect the
anonymity of the owners. Therefore money is laundered through the stock exchange.
Investing in a private company also is a way of laundering. The private company will go
public and then the earnings from the sale of shares create an illusion that the profits generated
are legitimate.
These side issues of money laundering or its byproducts have serious consequences. Street
gangs channel criminal profits to fund terrorism or military operations abroad. Money
laundering feeds armed conflicts and illegal activities that threaten everything from our
families to our society to our national and international security and economy and perhaps
even world peace.
A staggering variety of activities such as extortion, home invasion, murder, theft, drugs and
arms trafficking, counterfeit currency and passports, migrant smuggling, prostitution, mafia,
casino and lottery frauds are additional costs to society at the expense of the taxpayer and at
the expense of our future. These activities make our streets unsafe. It is not only money
laundering which affects our economy and undermines society, but other criminal activities
piggyback on it and affect our children, our future and undermine our security.
These activities are escalating. It will likely become more difficult for police to deal with them
if the weak Liberal government does not wake up. The Liberals can have a deep sleep if they
want to, if they are tired and cannot remain awake. Someone else can sit in the driver's seat.
We now have a licence to do that and we could do that for them.
The House will remember that in 1997 one of the six key platforms of the former Reform
Party was to make our streets safer. A Canadian Alliance government would do that.
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Canadians are fed up and have had enough. We do not want Canada to be a haven for money
laundering. I urge the government to look at this bill very diligently and look through lens of
the importance of the issue and not through the lens of politics, selfishness or arrogance as it
usually does.
The broad purpose of Bill C-22 is to remedy shortcomings in Canada's anti-money laundering
legislation. It was identified by the G-7 Financial Action Task Force on Money Laundering in
its 1997-98 report.
The financial task force recommended that reporting requirements in Canada be made
mandatory rather than voluntary as is currently the case. Why has the reporting been voluntary
in the first place? That means every honest person was supposed to report whereas the
criminals escaped reporting. This does not make sense. The other recommendation made by
the task force was that a financial intelligence unit be established to deal with the collection,
management, analysis and dissemination of suspicious transaction reports and other relevant
intelligence data.
Bill C-22 proposes to bolster Canada's anti-laundering efforts by making it mandatory for
financial agencies to report information relating to certain types of transactions. The
information is to be sent to a central data gathering and analysis body called the financial
transactions and reports analysis centre of Canada. This analysis centre would authorize the
release of information to domestic and foreign law enforcement agencies.
Bill C-22 will also establish in association with Canada Customs and Revenue Agency a
system of reporting large cross-border transactions.
The Liberal government not only lacks vision but it is also very weak. It does not have the
political will nor is it capable of fixing the ailing departments. It thinks that the status quo is
the only option.
Even when international organizations tell it to fix something serious it does it half-heartedly.
It has a mentality and culture of only doing a patchwork job. The patchwork does not work,
particularly when dealing with organized crime. The criminals are light years ahead of our
government. We need to overhaul the whole system. Corruption and abuse in the system is
enormous.
Canadians suffer as a consequence of abuse and fraud in many areas. These include the GST
refund, welfare, employment insurance, social insurance numbers, insurance, workers
compensation board, immigration, and so on.
Criminals are buying mansions, boats and luxury cars with the proceeds from organized crime.
They have hefty bank accounts. What is the reason? The loopholes in the system and the law
are not plugged. There are so many loopholes and the criminals are exploiting them. Tax
evasion and the underground economy are putting pressure on small businesses and legitimate
taxpayers who cannot bear the huge Canadian tax burden.

Appendix A - Page 129

Commission of Inquiry into Money Laundering in British Columbia

The tax burden is responsible for a poor quality of life, the brain drain and so many other
things. Due to the illegal activities of some individuals, the legitimate taxpayers suffer. The
whole nation suffers.
There are criminals who do not pay taxes but they pay bribes or political donations, and they
continue to enjoy the government's most favoured status. Many organizations enjoy charitable
tax free status only to rake in money to finance organized crime or even wars in other
countries.
A Canadian multinational trading company, which I will not name, whose stock was valued at
about $600 million, was found to have very close ties to the eastern European mafia. It was
laundering the money through the stock exchange and sending the money to its counterparts in
other countries.
Canada is a candy store for these criminals. It is a shame that the government cannot come up
with legislation that would be effective and would do the job.
The blurred vision of the Liberal government has caused the dismantling of the Vancouver
port police. This makes the port a gateway for the importation of drugs and narcotics. It opens
up the way for the criminals and makes their jobs easier rather than tougher. It is a shame the
Liberal government gives international organized criminals VIP treatment while those same
criminals according to the Immigration Act are supposed to be inadmissible into Canada.
The human smugglers and criminals who live on organized crime should be given the toughest
penalties. That is what Canadians are telling us. That is the only way to discourage them.
Otherwise unfortunately, they have the motivation to come to Canada and commit crimes
because they consider Canada to be a crime haven.
How about stopping the federal government when it launders the money?
It appears that CIDA contracts and EDC loans have been given to businesses which donated
huge sums of money to the Liberal campaign before the elections. We all know those figures.
When we ask a question, the government does not reply.
I am sure that everyone in Canada knows about the billion dollar boondoggle. Do we need a
bill to fix all that is wrong with the government? No, I do not think so. Rather, we need to
replace the federal Liberal government, which we can and which we are prepared to do with
the Canadian Alliance.
Let us look at some other aspect of the bill. When Bill C-22 comes into force, it will replace
the existing Proceeds of Crime Act. However, the existing proceeds of crime regulations
would remain in effect until the mandate regulations are promulgated.
There are four key principles of the bill.
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The first would provide tools for law enforcement agencies, giving them the information to
identify charges to be laid.
The second would strike a balance between privacy rights and law enforcement needs. We
need to place strict controls on the collection, use and disclosure of personal financial
information.
The third would minimize compliance costs for financial institutions and other stakeholders.
We have to minimize compliance costs. We need to establish a workable regime with the full
co-operation of all stakeholders, without unnecessary red tape.
The fourth would provide for contributions toward international efforts to combat money
laundering.
We need to see the government's definition for these efforts. These definitions are not given in
this bill. We do not know what they mean. They are too vague. I will come to that later.
The principles are ones that any law abiding citizen would support, but as always, we know we
cannot trust the government because it does not keep its promises.
Let me dwell on the concern we in the official opposition have about the cautions we should
take. One of the problems with Bill C-22, other than what I have mentioned, is that while the
policy objective is laudable and Canada should not be a haven for laundering the proceeds of
crime, the bill raises many concerns. The bill is too vague in many areas.
The official opposition is concerned that the bill is too vague concerning who is affected by
the act. The Liberals have to show us clarity in this bill.
There is a lack of precision in this bill. There are no definitions of many terms, for example,
the definition of “suspicious transaction”. What is a suspicious transaction? There is no
definition.
The United States of America opposed this legislation because it presented problems of
probable invasions of privacy. We in Canada are also concerned that the privacy of Canadian
citizens could be unreasonably invaded inadvertently through overly restrictive regulations
defining transactions that must be reported. There should be sufficient protection and freedom
of law abiding citizens should be preserved.
Another issue is that customs officers are being given broad powers to search anyone they
want when they have reasonable grounds to suspect that the person has hidden currency or
monetary instruments which are of greater value than the amount prescribed or declared.
Also, we are concerned that the powers to search should have safeguards to ensure that
customs officers do not hassle persons lawfully crossing the border. They should not be
hassled. It may grant customs officers the power to strip travellers of undeclared cash. The

Appendix A - Page 131

Commission of Inquiry into Money Laundering in British Columbia

financial transactions and reports analysis centre of Canada could end up with a licence to
harass innocent and legitimate people.
If passed, Bill C-22 would give bureaucrats fresh authority to trap the innocent, infringe on
privacy, gather information on citizens and put routine money transactions under suspicion.
There are broad delegations of authority to the cabinet, including making regulations to define
what transactions must be reported and who must report them. The government has overall
authority to make those regulations.
Also, it will conscript lawyers, banks, accountants and others into a national subculture of
informants and snitches. Routine legitimate business transactions could be disrupted as a result
of the bill. The bill will restructure the relationship of trust between lawyers and clients.
There has to be a reasonable balance between entrapment of innocent citizens and effective
tools of law to help our law enforcement agencies to do their jobs effectively and efficiently.
Let us talk about securing a conviction of money laundering. Securing a conviction of money
laundering requires the crown to prove four elements of the offence beyond a reasonable
doubt. It must be proven that the accused dealt with the laundered property with intent to
convert or conceal it. The property must have been derived from the commission of a
predicated offence. The accused must have had knowledge of this fact.
The enactment could now allow the police to arrange sting operations even though the above
may not be proven by the crown. It could also help the police to get someone convicted of a
companion crime, the crime which is attached to the money laundering crime, even if the
laundering cannot be proved. That is dangerous. The legislation should be driven by need and
not by police hype, political or international pressure. It should be needs based.
The Department of Finance issued a consultation paper on January 17. The paper promises
that after Bill C-22 becomes law, proposed regulations will be published in the Canada
Gazette for 90 days to allow further public input. This addresses some of the concerns about
the broad discretion. But the proposed regulations include cheque cashers, money order
vendors, crown owned or controlled deposit-taking institutions, which are banks, credit
unions, trust companies and so on, and even Canada Post money order businesses.
Generally, transactions involving $10,000 would have to be reported, as would any transaction
involving five or more $1,000 bills. Cheque cashers, money vendors and money transmitters
would be required to retain a record of every transaction of $1,000 or more.
Everything is hidden in these regulations. Nothing has been clearly defined in the bill.
Let us talk about regulations. As the House knows, I am co-chair of the Joint Standing
Committee on Scrutiny of Regulations, so I can talk about regulations. I can say that this
government governs by regulations only. The House will recognize that 10% to 15% of the
laws are made in this Chamber and 80% to 90% of the laws are brought in through the back
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door. Only 20% come through the front door and 90% are hidden in the regulations. The
regulations will hold the real story which no one will know because they will be buried under
tonnes of paperwork.
My committee is responsible for examining and scrutinizing regulations that accompany a bill
which is passed by both houses, this House and the other house, the Senate. This weak Liberal
government that lacks vision, like the Tories before it, crippled our committee's work by not
giving it the resources it needs to scrutinize hundreds and thousands of regulations. The bill
will have so many regulations attached that only the courts will be able to tell us about the
mayhem and the damage done to our economy by this bill's regulations. Every small business
will sue the government.
In the Joint Standing Committee on Scrutiny of Regulations, there are about 800 regulations in
the pipeline. Those 800 regulations are on questionable files that have been backlogged for
years and years.
The House will be surprised to know that some of the regulations have been operating for as
long as 25 years against the wishes of the committee which is supposed to be scrutinizing
those regulations. For 25 years those regulations have clogged the pipeline and thus the work
of the committee. Successive ministers have kept the stonewalling going. The regulations that
the committee objects to are kept in place and are fully operable. That is shameful.
I have criticized this bill enough. Let me now discuss some of the suggestions for the
government if it is listening. There are only three members here in the House who are
listening.
I will call them proposed amendments. Broad delegation to cabinet to make regulations to
define what transactions must be reported or who must report should be restricted. There
should be precision in the legislation. The term, for example, “suspicious transaction” should
be clearly defined, otherwise properties will be seized, like in the case of the flawed gun
control legislation under Bill C-68. Broad powers of customs officers to search anyone or open
mail should be limited and carefully crafted so that legitimate citizens do not suffer. Privacy
and freedom of citizens should be respected. There should be safeguards in place to curtail
hassling of persons by customs officers while lawfully crossing the border.
Witnesses before the committees must be representative of a cross-section. Regional and
provincial police authorities, businessmen, federal and provincial government officials, all
should be invited so that the committee can hear their concerns and ensure that the bill is
crafted very carefully.
Law enforcement agencies should be prepared and equipped to deal with sophisticated
activities of organized crime. The government does not put its money where its mouth is. We
need to invest in the facilities and the tools given to law enforcement agencies so that they can
effectively control crime in this country.
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Hard positions, intransigence and thoughtlessness have no place in our deliberations when
talking about this bill.
We must arrive at the best possible solution to this complex problem. Therefore, all parties
must co-operate in the committee work. The committee work should not be like other
committee work, which is a sham and so partisan that everyone looks through the lens of
politics rather than the lens of issues. Sometimes the actual issue is lost.
I remember once, when I was on the immigration and citizenship committee, we introduced a
motion to study fraud and criminal activities under the Immigration Act for illegitimate
immigrants coming to this country, but the Liberal members refused the motion. Even when
we want to discuss the future business of the committee, the discussion is based on partisan
lines. In committees, when we need a minister to appear to answer some of the opposition
members' questions, the motions are often declined.
I urge government members and all members of the House to work seriously at the committee
on this serious legislation and come up with a constructive solution that will be the best
solution to deal with this issue.
Another suggestion I have is to keep regulations to a minimum because businesses and
financial institutions have to deal with so many regulations that they can cause serious
problems.
In conclusion, we want to support the bill in principle but the contents and details need to be
worked out at committee. We agree with the spirit of the bill but it should be workable. It
should offer effective tools to our law enforcement agencies.
The Liberals should take fair warning that we want to see specifics during the committee
hearings. The official opposition wants to know exactly what is being done with the bill and
what the specifics are in the bill. As it is written, it is very vague. The terms are unclear and
will not help to contain the serious money laundering situation. They will also not help the
undermining of our economy. The black market, which is another byproduct of money
laundering, affects our economy very seriously and puts extra onus on law-abiding citizens
who pay taxes.
If we do not define the bill very clearly, we will have the same old story, the catch-22. If we
look at the courts, lawsuits will follow, businesses will be hurt and small businesses, which
create jobs in the country, will suffer. Jobs are not created by contributions and grants. Jobs
are created by small businesses and we should support them by making sure we have clear
legislation that will work.
The Liberals have not done that so far with this bill and they should have done that. Hopefully
they will listen to the witnesses who came before the committee and accept the amendments
that I just put forward which Canadians want us to make in the bill.

Appendix A - Page 134

Commission of Inquiry into Money Laundering in British Columbia

In a nutshell, I ask the government and all members of the House to support the intent of the
bill. However, we need to look at the substance of the bill, which is not clear at the moment. I
am sure at committee, with the hard work and diligence of all party members, we will be able
to produce effective legislation.
The Acting Speaker (Mr. McClelland):
It is my duty, pursuant to Standing Order 38, to inform the House that the questions to be
raised tonight at the time of adjournment are as follows: the hon. member for York North, The
Environment; the hon. member for Dauphin—Swan River, Human Resources Development;
the hon. member for Lévis-et-Chutes-de-la-Chaudière, Shipbuilding.
Mr. Yvan Loubier (Saint-Hyacinthe—Bagot, BQ)
Mr. Speaker, I am pleased to have the opportunity to speak at second reading of Bill C-22,
which is, as hon. members are aware, intended to remedy the flaws in the present legislation as
far as money laundering is concerned, which is the common term for laundering the proceeds
of crime.
It is estimated that, every year, up to $17 billion from the proceeds of crime are laundered in
Canada alone, most of that amount coming from the drug trade, heroin, cocaine, cannabis and
hashish in particular.
It is estimated that, out of that $17 billion from the proceeds of crime that are laundered in
Canada alone, the bulk of it, some $10 billion, is connected to the traffic in illegal drugs.
This is a major problem. Internationally, according to federal government figures, the total
proceeds of crime that are laundered are in the order of $500 billion U.S., a considerable sum.
Since our arrival in the House of Commons, we in the Bloc Quebecois have been calling for
money laundering to be considered a violent crime and to be treated as such by judges hearing
money laundering cases.
I must say that the government listened to us—a first really for the Bloc Quebecois since we
got here—because, when the Criminal Code was recently amended, the government paid heed
and decided that money laundering would now be considered a violent crime.
The word “violent” is not used lightly. As I mentioned, in Canada, the laundering of proceeds
of crime is a $17 billion business, including $10 billion from drug trafficking. There are
human tragedies behind these figures.
For example, every year, thousands of children in Canada become addicted to so-called hard
drugs. Perhaps we should stop making a distinction between hard and soft drugs. For example,
while, 100 years ago, cannabis was considered a soft drug, it now has an hallucinogenic
content 7 to 30 times greater than the cannabis that was being sold in the 1970s. Therefore, we
can no longer talk about a soft drug. All drugs are becoming hard drugs.

Appendix A - Page 135

Commission of Inquiry into Money Laundering in British Columbia

Associated with the laundering of proceeds of crime are human tragedies, particularly in the
case of illicit drugs. Thousands of children become addicted to these hard drugs, with all the
social costs that this situation might generate.
Every week there are tragedies, such as killings between biker gangs for control over criminal
activities, including the drug market. In the end, the laundered money is the product of these
tragedies, these wars between biker gangs, which often claim innocent lives.
We must never forget or lose sight of the fact that, in addition to the thousands of children who
become addicted to hard drugs every year, there was also an 11-year old boy who died in
Montreal in 1995 because a bomb exploded right beside him as a result of this war between
biker gangs to control the drug trade.
Associated with money laundering are also murders. In 1994 alone, no fewer than 79 murders
were committed in Quebec alone to gain control over the drug trade. Ultimately, the proceeds
of such crime turn up as laundered money.
There were 89 attempted murders, 129 cases of arson, and 82 attempted bombings. In 1998,
there were 450 acts of violence related to control of the drug trade. Such are the social and
economic ramifications of this laundered money. Just to help children who have turned to hard
drugs because of criminals get off them is costing Canada a minimum of between $4 billion
and $7 billion annually. This is quite a sum of money.
Considering money laundering a violent crime and improving the existing legislation
concerning the laundering of proceeds of crime is a step in the right direction.
As I mentioned earlier, without blushing, the fact that money laundering is now considered a
violent crime is the product of the work of several members of the various political parties in
the House, but particularly those of the Bloc Quebecois, who worked relentlessly to have this
included in the Criminal Code, with everything that resulted from that in terms of toughening
our laws.
Before getting into the provisions of this bill, I would like to make an important comment.
Justice in this country has always been one of the Bloc Quebecois' main concerns. Our party
has always wanted to see justice done. It has always wanted justice to be effective and to stop
the real criminals.
Apart from money laundering, we have devoted our attention to at least six other issues. That
has allowed us to progress in this parliament, with the measures that were announced both
recently and earlier. They are the product of the work members of the Bloc Quebecois have
done in the area of justice.
Take for example the removal of the $1,000 bill from circulation. Our colleague from
Charlesbourg went on a crusade to have those Canadian bills taken out of circulation. Why
was that so important?
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First of all, Canada is the only country to have such high denominations. When one looks at
the United States or Europe—and it has been demonstrated around the world—that having
$1,000 bills in Canada facilitates criminal transactions. It also facilitates money laundering.
In order to better illustrate the crucial need for the elimination of the $1,000 bill, something the
Bloc Quebecois has worked to convince the government on, let me give the following
example.
A street sale of 20 kilos of cocaine generates profits of between $2 million and $4 million,
depending on its purity. How much does a mix of bills of $10, $20, $50 or $100
denominations weigh? The small denominations weigh 120 kilos. Imagine the handling
involved for the criminals doing the laundering, who collect the proceeds of crime, of the sale
of the 20 kilos of cocaine, how much easier it would be for them to carry higher
denominations such as $1,000 bills and to launder them. It would be a lot easier.
If they just use $1,000 bills, if they have them to convert $5, $10 or $100 bills, they have to
handle only two kilos worth of bills. They start off with 120 kilos of bills of small
denominations and, with $1,000 bills, they cut the weight of the proceeds of crime to two
kilos. It is a lot easier to go around with a two kilo bag of money from the sale of cocaine,
heroin or some other illicit drug than to have to handle $5, $10, $20 or $100 bills.
We worked very hard with law enforcement authorities to convince this government that the
$1,000 denomination needed to be withdrawn. The Secretary of State for International
Financial Institutions recently announced that he would soon be withdrawing the $1,000 bill
from circulation. That is good news, and I would again like to congratulate my colleague from
Charlesbourg for his considerable efforts in this connection, along with my leader, the hon.
member for Laurier—Sainte-Marie, and all of the Bloc Quebecois. They have fought long and
hard to get this measure implemented, in order to have the $1,000 bill taken out of circulation.
Any measure—and we can never say this too often—that can hinder organized crime is a
welcome one. Any improvement to the Criminal Code, like the other measures created to
make the police forces' work easier, is a welcome one, if the objective is to fight more
effectively against organized crime and to make it harder and harder for them to operate in
Canada and internationally.
We in the Bloc Quebecois have addressed one other important matter, on which we have also
taken action: pawnbroking. My colleague from Hochelaga—Maisonneuve has done an
admirable job in this connection to ensure compliance with municipal bylaws concerning
record keeping by pawnshops. Such compliance prevents these businesses from becoming a
means of laundering money, the proceeds of crime, or other crime related property. This
represents a considerable victory for the Bloc Quebecois, and this action again arose out of a
concern for greater justice and for making it easier for law enforcement officers to collar real
criminals.
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The efforts by the Bloc Quebecois member for Hochelaga—Maisonneuve have led to tighter
controls on pawnbroking establishments. Following these efforts, 70 pawnshops closed in
Montreal. These businesses did not comply with municipal bylaws and they bordered on being
illegal. These 70 pawnshops were probably used to launder money.
The fourth issue that we in the Bloc Quebecois tackled because we care about justice, which is
also reflected in Bill C-22—and we will get back to this a little later—is the fight against
organized crime. A few months ago, the hon. member for Berthier—Montcalm, who is here
today, tabled a motion in the House to establish a justice subcommittee to find ways to fight
organized crime more effectively.
I was very pleased to see that, through the work of the hon. member for Berthier—Montcalm
and all members of the Bloc Quebecois, we were able to convince not only the government but
all the parties in this House of the need to set up such a committee. Incidentally, the
subcommittee will begin its work next week to report back in the fall, with a series of
recommendations on how to increase the effectiveness of our fight against organized crime.
These measures will not only allow us to catch petty criminals, but also the leaders, for crimes
that they commit or that they ask others to commit.
I hope the work of that committee will be successful, because it is in everyone's interest. I do
hope that the consensus achieved by the hon. member for Berthier—Montcalm and the Bloc
Quebecois is a guarantee that we will get recommendations that will take us one step further in
the fight against crime.
The fifth issue concerns the increase in the RCMP budgets, particularly as regards the fight
against drug traffickers.
It is something that we have often talked about here. Recently, under special circumstances
which you know, I had the opportunity to express to you the terror experienced by farm
families not only in my riding, but throughout Quebec and Canada, particularly in southeastern
Ontario.
That feeling of terror sets in every year as criminals confiscate certain plots of farmland in
May, at the beginning of the farming season, to prick out cannabis seedlings and let them grow
until late fall. During that period, not only thousands of farm families throughout Canada live
in terror, but they can no longer enjoy their property. These farmers receive death threats.
They are told their children could be harmed. They are told they themselves could be
physically harmed should they venture too close to the cannabis planted by these criminals.
We had the opportunity to discuss that. From the example we saw in the Montérégie region,
particularly in Saint-Hyacinthe, we, in the Bloc Quebecois, had the opportunity to demand that
the government increase the budgets of police forces and give them the tools they need to do
their job.
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It was ridiculous. Since 1994, the Minister of Finance, who prides himself on being a good
manager, had reduced the RCMP budget to fight money laundering and drug trafficking by
12% or 15%, depending on the item.
While we were witnessing exponential growth in organized crime activity, the Minister of
Finance, with his usual wisdom—when something does not concern him or his shipping
companies and his profits, I think he is less interested in the common good—had cut budgets
to fight criminals.
I want to make the point again that Bloc Quebecois members, who are concerned about justice
and brought pressure to bear, have managed to get the RCMP budget increased this year and
additional resources allocated to the various RCMP detachments in order to wage a more
effective battle against drug traffickers.
In addition, Bloc Quebecois representations resulted in the maintenance of all RCMP
detachments in Quebec threatened with closure, in many cases because of bureaucratic
decisions that ignored the fact that an effective fight against organized crime must be like a
chess game. If there are gangs of organized criminals in one location, there must be a strong
police presence nearby.
There has been such a presence for several years now. Trust must be established between these
police forces, which include the RCMP, the Sûreté du Québec and municipal forces, and the
public, particularly in a case where the law of silence reigns, where there is a regime of terror
surrounding the activities of drug traffickers. It take time to build up this trust.
And yet the federal government threatened to close down many detachments in Quebec when
what should be done is to increase the resources in order to wage a more effective anti-crime
campaign. It should not be forgotten that it is Ottawa that has the means to increase budgets to
wage a more effective battle against organized crime.
Once again, because of the Bloc Quebecois' efforts, budgets were increased and RCMP
detachments kept open in order to wage the battle against organized crime more effectively.
One more step remains—increasing resources in the short term—and I will have an
opportunity to get into this a little later on. If there is to be another year this year of
“agricultural” activity by drug pushers in the fields of Quebec and Ontario, and it takes two or
three years before any action occurs, this means two or three years more of a reign of terror
threatening whole families, with the billions these criminals pocket from their illicit activities.
Another productive effort by the Bloc Quebecois in its concern for improving justice and the
means available to the government and to justice to fight organized crime involved the
requirement to disclose any dubious transaction involving $10,000 or more and increasing the
number of institutions obliged to report such transactions or any other dubious transaction.
In its 1997 election platform, the Bloc Quebecois expressed its concern at identifying all
dubious transactions and ensuring that all institutions and individuals suspected of handling
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dirty money be obliged, in case of doubt about the amount of a transaction, to report such a
transaction.
The law was distinctly lacking in this regard. Under it, an impressive number of financial
institutions were and still are not obliged to report dubious transactions of $10,000 or more or
any other transaction. They do so on a voluntary basis.
As far back as 1997, we were calling for this declaration to be made mandatory, for there to be
a ceiling above which all dubious transactions of sizeable amounts, say $10,000, would have
to be reported, along with any other suspicious transactions or transactions by suspicious
individuals. We called for the scope of this legislation to be expanded to other institutions,
bodies or individuals liable to be dealing with such suspicious amounts or transactions.
We are pleased to see that, with Bill C-22, the government has finally grasped what the Bloc
Quebecois has been calling for since 1997, out of concern for justice and effectiveness of
police and customs operations to nab criminals. The government has finally understood that it
was in the common interest, the national interest and the interest of Quebecers and Canadians,
to implement these recommendations by the Bloc Quebecois.
Essentially, Bill C-22 does what the Bloc Quebecois had proposed. This was essentially what
had to be done, for the present at least. There are some questions, but we are only at second
reading. Other steps are yet to come, including consideration by a committee and report stage.
We will have some questions to ask, but overall what we find in this bill is satisfactory to us in
principle. It is also satisfactory in its application, with a few minor reservations I shall go into
later.
First of all, the bill makes it mandatory to report suspicious transactions, at a level that has
been set at $10,000 or more, but also any other transaction where there are grounds for
suspicion about the origin of the funds, in other words transactions which might involve the
proceeds of crime, whether drug trafficking or any other criminal activity.
The bill also broadens the scope of existing legal provisions. Again, this responds to our
repeated representations, since 1997, regarding certain flaws in the provisions dealing with
money laundering. The bill specifies that this reporting, which is now compulsory in the case
of suspicious transactions, has been broadened to include all regulated financial institutions,
casinos, businesses involved in foreign exchange dealings, persons engaged in the business of
dealing in securities, insurance companies and persons acting as financial intermediaries, such
as lawyers and accountants.
We feel this is an improvement. As I said, we will have questions for the government, officials
and numerous witnesses who will soon appear before the Standing Committee on Finance, but,
on the face of it, the Bloc Quebecois is pleased with this measure.
The bill also increases the penalties for illicit or criminal activities, namely the laundering of
proceeds of crime.
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As I mentioned earlier, since money laundering is now recognized as a violent crime, these
penalties are harsher than they used to be.
A second improvement found in Bill C-22 is the series of provisions dealing with transborder
operations, such as imports or exports of currencies or instruments, such as travellers cheques,
and any illegal trafficking of these currencies or instruments. The provisions have been
strengthened precisely to catch the real criminals who engage in this type of illicit trafficking.
First of all, the bill increases the powers of customs officers to search people and vehicles. In
this regard, we have certain reservations but, overall, we agree with the principle that when
there is serious and reasonable suspicion—and customs officers are well trained—with respect
to the trafficking of such currency or the failure to report such currency or monetary
instruments—it would be normal—let us be honest—to check whether or not such instruments
should be seized, the traffickers pursued and the real criminals required to pay.
There are also provisions for co-operation with foreign countries. Too often, discussions about
globalization ignore the fact that it is not just about trade and legal matters in the noblest sense.
One example given is international tribunals trying war criminals. Globalization also has to do
with very close co-operation between governments to catch criminals. We must never forget
this.
Recently, there was a conference in Russia on the evolution of organized crime. We must
remember that organized crime is becoming increasingly international. I repeat what I said
earlier: every year, world wide, approximately $500 billion U.S. is laundered—and money
launderers do not file tax returns. This is the amount laundered internationally. Part of this
money falls into the hands of organized crime in Quebec and in Canada.
This is a lot of money and it leads to some tragedies, as I mentioned earlier. Co-operation
between governments is essential. Such co-operation, which was also called for in a recent
international conference on the subject, is made possible by Bill C-22.
Finally, Bill C-22 provides another innovation. Following consideration in committee and
questioning of officials and witnesses appearing before the committee, we will be more certain
of our final analysis. At first glance, though, the third major clause of this bill, which provides
for the creation of a financial transactions and reports analysis centre of Canada, is a step in
the right direction in that, at the moment, information on criminals, money laundering and
interprovincial transactions is spread here and there.
All efforts to centralize this information or to obtain the co-operation of other police forces or
between the investigators of the financial transactions and reports analysis centre of Canada,
the various police forces and even Revenue Canada are welcome.
In the future, with this centre, all information on suspicious transactions and those that may
lend themselves to money laundering will be centralized. There will also be information on
individuals or institutions found guilty of failing to make the mandatory disclosure in the case
of a suspicious transaction or of having been accused of money laundering themselves.
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I am pleased to note the bill provides that information disclosed by the centre—very
confidential information will pass through it—will be carefully controlled and governed by the
Privacy Act. This is good news, but we would like to question the government and the officials
who worked on the bill, and hear them as witnesses before the Standing Committee on Finance
to be sure this information will not be used and cast to the four winds or, more importantly,
sold for financial gain.
Very sensitive information will pass through the centre. We want to make sure the
requirements of the Privacy Act are met.
As I have said, we do have certain reservations about the bill nevertheless. The first of these
relates to increasing the powers of customs officers. This may be beneficial. Often, customs
officers may have their hands tied by various constraints that make it impossible, even if they
are suspicious, to carry out the necessary search in order to collar real criminals.
We are concerned, at the same time, about people's rights and freedoms. This will be one of
our concerns during the next stages of examination of this bill. We would like tight controls
over the work of the customs officers, with strict regulations, so that there will not be any
abuse relating to searches of individuals or their vehicles. Customs officers must have a
framework of operation.
Second, a question arises, particularly in the light of clause 73 of Bill C-22: the extraordinary
power assigned to the Governor in Council, and the minister responsible, for making any
regulations relating to the legal provisions of Bill C-22.
We have misgivings about this. To give so much power to a group of individuals, to the
Governor in Council or the minister responsible, on matters that might become criminal in
nature, without involving parliament, has always meant to us that the powers of the
departmental employees and the minister are extraordinary. This has also come up in other
bills.
We want to know if it would be possible to ensure that the House has a say in the process, to
make sure that the powers are not concentrated in the hands of a few individuals when it
comes to such important issues, particularly as regards the regulations that have yet to be
drafted to implement Bill C-22.
This is another concern we will raise when a more in-depth review of the bill is conducted by
the Standing Committee on Finance and at the various legislative stages.
We have a third concern regarding this bill, but also the whole issue of organized crime. Next
week, the justice subcommittee will be meeting. It enjoys the unanimous support of the House
of Commons, with regard to what still needs to be done to give adequate tools to police forces
and what changes must be made to the Criminal Code to fight organized crime more
effectively.
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Last year, I went through a harrowing experience, not just me, but several other people too.
Some people have been going through that experience for years. I am referring to the reign of
terror, the law of silence imposed by organized crime on people whose lands they invade.
These people cannot say anything, otherwise they are beaten or receive death threats.
I would like to send a message to the government. Will this subcommittee get the
government's co-operation so that, by early fall, we can have measures that will truly help us
fight organized crime effectively?
Second, was the government's support for the establishment of that subcommittee just a smoke
and mirrors operation, or will it truly help the subcommittee to propose a series of
recommendations with, of course, the input of opposition members, including Bloc Quebecois
members, to fight organized crime more effectively? The hopes of several thousand people
rest on that subcommittee.
I do not say that as a figure of speech. I have met people who have been living in terror for the
last three, four or five years because of threats from organized crime. They place a lot of hope
on the work of the justice subcommittee, on measures to fight organized crime more
effectively and to protect them.
They also place a lot of hope on short term measures. I will put particular emphasis on the
illegal production of cannabis on Quebec and Ontario farms, for obvious reasons.
I remind the government that, in the short term, before the justice subcommittee can make its
recommendations in the fall, it is imperative that we take a series of measures immediately,
this year, to fight the illegal production of cannabis, with the farming season that will start at
the beginning of May and with the pricking out of cannabis seedlings in our farmers' fields.
If we do not take action this year, we are giving one more farming season, one more year of
illegal profits to criminal organizations in Quebec, Ontario, British Columbia and throughout
Canada, but particularly in eastern Canada and in the westernmost part of Canada. It is one
more year of extraordinary profits, or proceeds of crime, that we are giving them.
It is also one more year to convince even more school children—and the Standing Committee
on Finance will have an opportunity to hear from people involved in the schools who see what
is happening—to sell them not just cannabis or hashish, but also heroin and cocaine. They will
have another year in which to damage the future of thousands of children in Quebec and in
Canada.
If action is not taken immediately in April or May to let organized crime know that things will
no longer be the same and that, this year, measures will be implemented on the strength of
increased budgets, for the RCMP among others, I think that a good opportunity will have been
missed to show that we are really serious about fighting organized crime.
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As I said, starting with my riding of Saint-Hyacinthe—Bagot, there are thousands of farm
families and owners of woodlots who are waiting for short term action from the government
and who are probably glad that money laundering provisions are being tightened.
The more we cut the ground out from under organized crime and money laundering, which is
the key to the long term profitability of criminal activity, the less it will tend to increase its
annual production or squatting on land in order to grow cannabis, exchange it for cocaine or
heroin on the American market and so forth, and profit from the proceeds.
People are also happy that the continued pressure brought to bear by the Bloc Quebecois has
meant an increase in budgets to fight organized crime. That is undeniable. But they are waiting
for short term action.
I bring this message to the government. We must see improvements before the start of the next
criminal cannabis production season. We must see improvements. After breaking the law of
silence, and I am not the only one to have done so, there were others after me in my riding and
throughout Canada, we have to improve the situation. Organized terrorism in the fields of
Quebec and Canada must stop this year or at least there must be a marked improvement,
because it cannot continue. I have met farm families who are victims of organized crime, and
this has to stop.
If the government hears us as members, and I think that opposition members are very aware of
this issue, it must announce, this year, in the coming weeks, that it is taking steps to reduce
criminal activities, beginning with those of the drug dealers.
We will continue to analyze this bill considering it a step in the right direction but recognizing
that there are many things yet to be done so that the freedom we were proud of in Quebec and
in Canada is not a false freedom, but rather true freedom because we will deprive organized
crime of the power to threaten the freedom of the majority of the people.
Hon. Jim Peterson:
Mr. Speaker, I rise on a point of order. I neglected to acknowledge the great battle against
criminals and crime that has been waged by the hon. member who has just spoken, and I must
congratulate him on behalf of the Liberal Party and all members of this House.
The Acting Speaker (Mr. McClelland): That is not a point of order, but never mind.
Mr. John Solomon (Regina—Lumsden—Lake Centre, NDP):
Mr. Speaker, on behalf of the New Democratic Party caucus I am pleased to stand in this
assembly and join with all of my colleagues to trash money laundering and to say to Canadians
that we unanimously support eliminating criminal activity in this country. Otherwise, it would
be a very different debate, if some of us defended the criminal activity that exists in our
economy.
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Bill C-22, which deals with the proceeds of crime from money laundering, is a very important
piece of legislation in many ways, but it could be better. We have heard some of the speeches
from the minister and others who talked about the wonderful and positive things it might do,
and I believe that it will have a positive effect on our economy. However, I am concerned
about a number of issues with respect to the bill.
The NDP supports this bill in principle. It is obviously important to support the introduction of
legislation that curbs illegal activity.
However, there is a problem because of the wariness concerning the lack of certainty and
clarity in some parts of the bill. Before I address that, Mr. Speaker, I would like to share with
you some of the concerns I have with this bill.
First, I am concerned that this is going to be a piece of feel good legislation. The Liberals in
the past have introduced legislation which I classify as feel good legislation. I hope this bill
will not fall under same definition. What I mean by that is that the Liberal government tends to
address very serious criminal activity in this country with a piece of legislation that makes
Canadians feel good that something is happening to protect them, but in fact nothing ever
happens to protect them. There is a law on the books, but there are never any resources to back
up the legislation.
I would use two examples. There was cigarette smuggling in Quebec and Ontario a few years
ago when the Liberals were cutting everything, including customs agents, police and security
forces. A certain group of individuals started smuggling cigarettes into Canada, selling them in
Quebec and Ontario. Rather than pass legislation which supported the customs and duty
officers and our police forces in nabbing the people who were smuggling, they introduced a
piece of feel good legislation. They made people feel good because they were doing something
by passing a law which took federal tax off cigarettes in Quebec and Ontario, but that cost
taxpayers $2 billion a year. Guess what. The smugglers went from smuggling tobacco to
smuggling guns.
Rather than dealing with legislation like the Firearms Act, they should have committed
resources to nab the gun smugglers. What did the government do? It passed a gun registration
law, which has nothing to do with protecting Canadians, but it made them feel good that the
Liberal government was actually doing something to protect Canadians. In fact, it was not
doing a darned thing. It was encouraging smugglers to continue to smuggle.
We have these two pieces of feel good legislation which the Liberals passed. One was on
tobacco taxes, which cost us $2 billion a year, and which will probably add tens of thousands
to the debt because more people will be smoking in Ontario and Quebec because of the low
price of tobacco. Then they passed the Firearms Act, which forces criminals to register their
guns. As we know, criminals do not register their guns. Nothing has changed.
We now have Bill C-22, which is supposed to stop money laundering in Canada. If anybody
believes this is going to be the epitome of legislation, they are dreaming in technicolour. I
hope it has some effect, but if the bill is not backed up with some cash and resources to
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provide our country with more security, more police officers and more customs agents to look
into these issues, then the law will be useless. It is a feel good piece of legislation. The
government is trying to make Canadians feel good about it, but nothing will ever happen. The
same old story continues, the money laundering, smuggling and all the criminal activities
committed by people who want to use handguns and other kinds of illegal weapons.
The potential in this bill is very great, but I want to raise a couple of issues which I feel have to
be addressed.
First, I am hoping the Liberals will put some money where their mouths are for a change when
it comes to a piece of legislation which is in principle very good, but will not work unless
there are some resources put behind it.
Another problem we see with the legislation is the potential for charter violations. The
guarantees of reasonable search and seizure in the charter are at risk in our view with this bill.
The Criminal Lawyers' Association argues that the standard of suspicion outlined “fails to
meet even the first and fundamental requirements of reasonable grounds”.
The legislation may create an irreconcilable conflict for professionals, such as lawyers, who
remain subject to certain codes of conduct that prohibit them from disclosing information. It
must also provide a mechanism to absolve an individual from the potential liability that may
result from disclosing this particular confidential information.
The third issue in terms of our concerns is a possible pressure on consumers. As the consumer
affairs critic, I am very concerned about every piece of legislation that comes before the House
which would cost consumers more money than it would benefit them. We feel that the
reporting regime set up to track and communicate suspicious transactions from criminal
activity have at least two financial repercussions for consumers.
First, there is a cost to be borne by the taxpayers for the establishment and maintenance of the
financial tracking system that will be set up. Second, in having to establish compliance
mechanisms, there is a concern that the cost for setting up reporting mechanisms for financial
institutions will be borne by these institutions' customers. That means that the consumer stands
to pay the fare one more time.
The fourth issue of concern for us is the question about the system's effectiveness. There
remains a series of concerns about the planned reporting scheme's effectiveness. There is a
warning that the new regime has the potential to create a bureaucratic behemoth and the
chance that organized crime could short-circuit such a system through a series of shadowy
sophisticated transactions. Money might be better spent by granting law enforcement
investigative bodies additional resources to detect and prosecute money laundering offences.
The fifth concern we have is that the bill does not address technology based crimes.
Technology based crimes include credit card and debit card fraud, telephone fraud, stock
market manipulation, computer break-ins and so on. These are very important because they are

Appendix A - Page 146

Commission of Inquiry into Money Laundering in British Columbia

on the rise. More and more people are using the Internet. There is a huge growth in the debit
card business. More and more consumers are using cards for instant transactions. A lot of
personal information is on the Internet and is in the hands of tens of thousands of businesses in
the country.
Increasingly organized crime syndicates are using technological and digital means of
communication, such as encryption and scanning devices, potentially circumventing the
provisions of the bill. People can buy a scanner for $200. Things can be scanned quickly, and
then that information is put into a computer, which puts it all at risk.
What is more important is that money laundering is taking place in many cash businesses, not
just with card transactions. I will not mention any particulars, but take for example a cash
business such as a fast food franchise.
I happen to know someone from New Jersey who owns a fast food franchise. I asked him why
he had it, because he was a very wealthy person. He said he had a couple of other businesses,
but when his five-year-old daughter was asked what her father did he did not want her to have
to answer something that was really not important or perhaps on the verge of not being legal.
So he bought a fast food franchise and his daughter can now say that her dad owns a fast food
franchise that sells ice cream. It is actually quite nice.
Of course, a cash business like that opens all kinds of opportunities for people to launder
money. I am not suggesting that person is doing that, but it is one way to do it.
Another way to launder money would be for a family to buy five or six business class airline
tickets to Europe, decide not to use them, cash them in and the money goes to the money
launderer who gave them the money to buy the tickets in the first place, and then they split. I
am not sure if that situation would be covered by the bill, but there are thousands of ways to
launder money, more ways than I could recall.
We feel that we have to toughen up the bill and put some resources behind it to assist the
lawkeepers and the peacekeepers in ensuring that the laundering issue is addressed in a tighter
way.
A clearer and more precise definition of what constitutes a suspicious transaction is needed.
The subjective nature of the definition could provide an excuse for compliance failure and, as
a result, many suspicious transactions may not be reported.
In addition, the use of a vague definition could result in institutions over-reporting for fear of
involuntary non-compliance, thus creating unnecessary and unwarranted scrutiny of innocent
individuals.
The proposed legislation must clearly address the issue of the threat to the privacy of
Canadians, specifically the possible disclosure of information to Revenue Canada, should it
involve a taxation matter. Strict guidelines must be established.
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It must also address the possible violation of the guarantees of reasonable search and seizure
under the charter or rights and freedoms.
In addition, the issue of tax related offences should be addressed. Tax offences occur when
money is transferred to offshore tax havens through offshore companies, trusts and bank
accounts when the purpose is to conceal assets from Revenue Canada.
Money laundering, on the other hand, involves the intent to conceal criminal profits to make
them appear legitimate. We have seen the Royal Bank, the Bank of Montreal, the Bank of
Nova Scotia and the Canadian Imperial Bank of Commerce account for 80% of local banking
in the Bahamas. Both the Royal Bank and the Bank of Nova Scotia have been implicated in
money laundering cases in the Caribbean on more than one occasion. In one case the court
ordered the Bank of Nova Scotia to pay $2,500,000 in fines, noting that laws should not be
used as a blanket device to encourage or foster criminal activity.
What I am really worried about is that small aircraft and boats can land in our country and in
the U.S. at tiny airports or marinas and they rely on the honour system when it comes to
customs declarations.
The federal government also has plans to implement signing accords with major shippers that
will allow them to cross into the U.S. without stopping. Companies would provide
computerized updates to Revenue Canada of their shipments and custom agents would make
spot checks at company locations rather than at the border.
The Liberal government has cut in half the customs enforcement budget, and it is still cutting.
I am concerned that if this is not stopped and reversed, then this feel good legislation will be
just that; it will not solve the problem, but through the public relations offices of the Liberal
Party of Canada and the federal government they will try to persuade people that they should
feel good because the legislation is there.
We heard that money laundering is the world's third largest industry by value. Between $5
billion U.S. and $17 billion U.S. is laundered in Canada each year. Money laundering extends
far beyond hiding profits from narcotics. It includes trade fraud, tax evasion, organized crime
in arms smuggling, and bank and medical insurance fraud. I would hope the government
would provide the appropriate resources to address and look into these issues further.
American tax collectors estimate that they lose about $9 billion yearly to tax evasion. This
comes from a book by Diane Francis entitled Contrepreneurs . At a rate of 1:10, because
Canada's population is about 10% of the population of the United States, we stand to lose at
least $1 billion. That sounds like a lot of money over a period of a year. When we look at it in
terms of how the Liberals have helped their friends evade taxes, it is a drop in the bucket.
Some members may be wondering what I mean by that.
If members will recall, the Liberals allowed the Bronfmans to transfer billions of dollars in
trust accounts to the U.S. without paying taxes on the accounts. This created a loss to the
Canadian taxpayers of almost a billion dollars. I think it was $750 million but we would not
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know because we were not told the value of the tax evasion, which was supported by the
Liberals and the member for Wascana who also supported it front and centre. The Liberals
allowed the Bronfmans to take this trust fund, which was set up in trust for the Bronfman
family to use in Canada, and move it outside the country, thereby avoiding taxes.
I think Canadians view this kind of legal money laundering or legal tax evasion, which the
Liberals support, as something that is a very big concern.
If the hon. member for Wascana has some suggestions we would appreciate his participation
in the debate. I am sure he would be able to provide more information on that than I can.
The other concern I and the NDP have is that we have a money laundering bill that will be
tough and that will addresses the issue of criminal activity and proceeds from criminal activity.
Obviously if the government had the wherewithal it would try to shut down all the criminal
activity in this country. That would be an honourable objective but I am not sure how the
government views that. It has not really undertaken, in my view, a comprehensive attempt to
do that.
In particular, the RCMP, which has really been choked for funds, has been strangled in terms
of trying to hire and train enough officers in the country to handle just the bare, basic bones of
police provisioning. The Liberals have choked back funding to the RCMP over the years to the
point where in Saskatchewan alone we are 200 RCMP officers short. Over the last three years
the Liberals have not provided enough funding to the Regina RCMP training depot.
I am happy to say that in this budget the Liberals did provide more money to the RCMP
training academy, and I thank the member for Wascana for that effort. I think it is a very
important initiative but it is too little too late. We are still waiting for the weather station that
the Liberals promised in the last election.
Hon. Ralph E. Goodale: It is there. It is up and running in Bethune.
Mr. John Solomon: It is up and running in Bethune?
Hon. Ralph E. Goodale: It has been there for two years now.
Mr. John Solomon:
It was in my riding and he never invited me. He should have invited me to the opening. He has
to be more co-operative.
I am glad to see that is happening. One of his promises has been completed.
I want to get back to the RCMP because it is a very important institution in my riding. I know
the RCMP were very concerned about the lack of funding and the lack of money involved in
recruiting and training new officers. Hopefully the government opposite will provide sufficient
funding for these individuals.
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While I am at it, I want to say that I am very concerned about the privatization of the RCMP
depot. Many of the workers there have worked hard to support the RCMP and to make sure
that it is one of the best policing institutions in the world, but they are not treated as fairly as
we think they should be treated.
My final point is that if the bill can provide some sort of controls on laundering money from
criminal activity, why can the government not introduce a bill that will provide a Tobin tax on
financial transactions that are legal?
By unanimous consent, the House of Commons passed a motion, which was introduced by my
colleague, the NDP member of parliament for Regina—Qu'Appelle, that would undertake to
institute a Tobin tax for Canada and the rest of the world but I have not seen any kind of
initiative by the government.
The member for Wascana is here today and he has done a couple of good things in the last
while. He has not done as much as we would have liked but he is progressing. We are training
him well and we are happy he is finally taking some of our ideas to heart. I was wondering
why he will not undertake with his colleagues, the Minister of Finance and the Secretary of
State for International Financial Institutions, to initiate the promise in the motion that was
passed in the House to support a Tobin tax which is a financial transaction tax on all the stock
market transactions. There are no taxes on those particular transactions. Most members of
parliament in Canada believe there should be a tax. Most elected officials in the world believe
there should be a tax. The people who do not believe there should be a tax are the people in
wealthy corporations and in very wealthy families.
The Liberals continue to support that kind of approach, that of the very wealthy corporations
and very wealthy families in this country.
I am very concerned whether they will allow more tax evasion by wealthy families like the
Bronfmans, whether they will allow more tax evasion by wealthy individuals and companies
on the stock market or whether they will undertake to do what Canadians want them to do,
which is to institute a Tobin tax, a fair tax on financial transactions on the stock market and
throughout exchanges in the world so we can have a very controlled, steady and stable system
that would not encourage people who get money through illegal means, such as money
laundering, to use the stock market for their particular advantage.
In summary, we support the bill in principle. It has many more positive things to address. The
government needs to put in some resources to support the bill to make sure that the law it is
passing can actually be carried out by our law enforcement agencies.
Hon. Lorne Nystrom (Regina—Qu'Appelle, NDP):
Madam Speaker, I want to ask the member a question because, unknown to the House, he is an
expert on laws around the world concerning money laundering and has a great deal of
background in this area.
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In the member's opinion, why did the government leave out the whole question of tax evasion?
I see the member from Saskatchewan across the way. The minister is in the cabinet and I
would ask him this question but I cannot because this is not question period. Tax evasion is not
addressed in this bill.
The Internal Revenue Service in the United States estimated that the tax collector loses about
$9 billion a year in the U.S. because of tax evasion. Nine billion dollars a year is a lot of cash.
If one were to extrapolate that into Canadian dollars, where we have one-tenth the population,
it would mean, if we were similar to the United States in terms of our loss of money through
tax evasion, that we would lose about $1 billion a year. That is a lot of cash. It could pay for a
lot of health care and a lot of educational systems that we all need. It could also address some
of the farm crisis. It could address all kinds of major problems that we have in the country.
In his very studied and learned opinion, why does the member for Regina—Lumsden—Lake
Centre think this is not part of the bill. Is it too complicated or just not a high enough priority?
Why would this not be part of the bill?
I also appreciated his comments on the Tobin tax. If we can follow the flow of money in terms
of criminal activity—and I remind the House again that the third largest industry in the world
is criminal activity in terms of the flow of illegal money, dirty money—by setting up rules and
regulations in the OECD and the G-8, then it puzzles me as to why we cannot do the same
thing on currency speculation in terms of what is called the Tobin tax. I maintain that if there
is a will, there is a way as well.
Anyway, I will go back to the tax evasion issue and ask why it is not included in the bill.
Mr. John Solomon:
Madam Speaker, I thank my colleague, the member for Regina—Qu'Appelle, for that very
important question because I actually never addressed that in my remarks. I ran out of time but
I had many more things to say.
Tax evasion is not addressed in this legislation because it is a possibility that many Canadians
have a lot of flexibility in terms of accessing sophisticated offshore companies. Trusts and
bank accounts can be set up in places like the Bahamas, which I mentioned earlier. Canada's
chartered banks all offer banking services and tax savings, with most services offered in the
Caribbean and Switzerland. Money that is in an offshore tax haven is not only out of reach of
Revenue Canada, it is also safe from creditors.
In my remarks earlier I said that the reason it is not in the bill, I suspect, is because the
government's very wealthy friends do not want it to be in the legislation. One example of why
I say that is the Bronfmans. They had a trust account in this country which was set up under
legislation created by the Liberals in the 1970s on a 20 year term. It was extended by the
Conservative government for a number of extra years. When the term was coming to an end
and they had to actually pay taxes on the trust account, the Liberals encouraged and gave
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permission for the Bronfmans to transfer this multibillion dollar trust account outside of the
country, thereby avoiding taxes in Canada.
It is estimated that we lose about $1 billion a year on tax evasion. That one transaction that the
Liberals undertook, encouraged and allowed the Bronfmans to undertake, cost us about $750
million in lost taxes on one transaction. I think the estimate of $1 billion is really out to lunch.
The bottom line is that the reason tax evasion is not in the bill is because the wealthy friends of
the Liberals, the wealthy powerful corporations who support the Liberals, do not want it in
here. Guess who pays the piper?
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC):
Madam Speaker, I congratulate the previous speaker on his recent designation as world expert
in the area of money laundering.
Bill C-22 is of course a very important bill before us today and it is long overdue. In the final
analysis it will bring about some very necessary and important changes in the country.
Put quite simply, Bill C-22 will make it mandatory for financial institutions to report
suspicious transactions and will create a new federal centre to receive and manage reported
information with respect to potential criminal activity, both inside and outside our borders.
It is quite obvious that this should and is a priority for many in the country. Sadly, the
government has waited a significant period of time before introducing the legislation, although
there was an outcry from around the country, particularly within the policing sector, asking
that something be done to assist them and to give them the tools to address this growing
problem.
We all know that this is but part of a larger problem. That larger problem obviously being
organized crime, again here in Canada.
To reflect upon the government's addressing of that, it took a motion from the Bloc Quebecois
to bring this matter to the forefront, based on the fact that one of their own members was under
threat of violence as a result of his addressing the issue.
This particular legislation focuses the efforts of the law enforcement community and the entire
system on addressing the problem. The money that is often shifted between countries and
financial institutions, investments of that sort without a paper trace, is something that opens
the door to a significant ability to launder money, which is highly criminal and obviously
highly attractive to criminal organizations.
We have to be more aggressive and more vigilant in addressing this problem. I commend the
solicitor general for the legislation at this time because it does empower law enforcement
agents to address this. This centre I do hope will become a focal point and will receive the
funding necessary to do that good work.
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Giving law enforcement agents the tools is the belief of the Progressive Conservative Party. I
know the member for St. John's East, as do all members of our party, do support the idea that
law enforcement agencies throughout the country, sadly, have not been given the resources
and the support from the government to achieve the very important task that they have before
them. This legislation does move in the right direction in that regard.
Canada has been under heavy criticism in recent years with respect to the fact that the United
States is feeling more vulnerable as a result of our lax internal security measures.
When I am talking about trafficking, it is not only in money that we see this occurring. It is
often very much the illicit drug trade, firearms, pornography and all those things which
Canadians want to feel a significant degree of protection from and where we should be
focusing our efforts to close down our borders with respect to that type of material.
Money laundering, in and of itself, poses to law enforcement personnel one of the greatest
challenges in the ongoing battle of organized crime. To fight organized crime effectively, law
enforcement agencies and we as legislators must address those challenges posed specifically
by current trends in money laundering, and adapt strategies to respond to those challenges.
The Acting Speaker (Ms. Thibeault):
We must stop at this time, but the hon. member will have approximately 15 minutes left when
the bill is again brought back before the House.
It being 5.30 p.m., the House will now proceed to the consideration of Private Members'
Business as listed on today's order paper.

April 6, 2000 [House of Commons]
The House resumed from April 5 consideration of the motion that Bill C-22, an act to facilitate
combatting the laundering of proceeds of crime, to establish the financial transactions and
reports analysis centre of Canada and to amend and repeal certain acts in consequence, be read
the second time and referred to a committee.
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC):
Mr. Speaker, I am very pleased to continue debate with respect to this very important piece of
legislation, Bill C-22, which deals with money laundering.
Money laundering poses a great challenge these days to law enforcement agents in their battle
against organized crime. For example, a few months ago in the United States, American
officials discovered the biggest money laundering operation ever in the history of the United
States. Federal investigators believe that Russian gangsters had channelled up to $10 billion
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through the Bank of New York, the 15th largest bank in the United States. This news sent
extreme shock waves throughout the entire financial services sector and proved that money
laundering can certainly affect even the big banks.
It is vital that we get more aggressive in the fight against money laundering and give law
enforcement agencies better tools to do their job. For Canadians to feel a sense of security and
faith, we must arm our police agencies with all the necessary resources to make sure they can
take up their fight against organized crime.
Canada has continued to come under heavy criticism in recent years as a result of being
identified as an easy place for criminal organizations to launder money. Criminals have found
Canada as an attractive place to hide large financial transactions because of our proximity to
the United States, our stable political system, the high volume of cross-border transactions and
because the odds of being caught in this country are lower than in other jurisdictions.
The Liberal government has been talking about tougher reporting rules for at least three years.
As far back as May 1996 federal officials said that they were considering a mandatory
reporting system. This was reported in the Financial Post on May 3, 1996.
Globally, approximately $3 billion to $5 billion American in criminally diverted funds enter
the international capital markets annually. The federal government estimates between $5
billion and $17 billion in criminal proceeds are laundered in Canada each year.
Bill C-22 was first introduced in May 1999 as Bill C-81 which died on the order paper when
parliament prorogued. It was one of the many pieces of legislation that were victims of
partisan proceedings and manoeuvres by the government. Currently Canada has money
laundering legislation, the Proceeds of Crime (Money Laundering) Act which was passed in
1991 as a Progressive Conservative initiative.
As a backward glance, the G-7 Financial Action Task Force established in 1989 drafted 40
recommendations aimed at enhancing and co-ordinating the international effort against money
laundering.
According to that task force, the major weakness of Canada's current legislation which was
passed in 1991 is the inability to effectively and efficiently respond to requests for assistance
in relation to restraint and forfeiture. The use of domestic money laundering proceedings to
seize, restrain and forfeit the proceeds of offences committed in other countries is recognized
as sometimes ineffective. Legislation to allow Canada to enforce its responsibilities in foreign
forfeiture requests is needed.
The task force also recommended that mandatory reporting requirements be legislated.
Currently the reporting transactions in Canada are voluntary. A financial intelligence unit
should be established to deal with the collection, management, analysis and dissemination of
suspicious reports and other relevant intelligence data.
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Many of these recommendations are embodied in Bill C-22 which proposes to bolster
Canada's anti-money laundering efforts by requiring mandatory reporting by financial agencies
of information relating to certain types of transactions. This information would then be sent to
a central data gathering and analysis body, the financial transactions reporting and analysis
centre of Canada. This would be an independent government body which would be separate
from the RCMP but presumably would work closely with all law enforcement agencies.
The disclosure of information by the centre would then be strictly controlled. The centre
would be authorized to provide key identifying information of suspicious transactions, for
example, the name, date, account number and value of transaction, to the appropriate police
force as it has the reasonable grounds to suspect that the information would be relevant to
investigate and prosecute if money laundering offences have occurred.
This is also subject to restrictions set out in other legislation, for example the Privacy Act and
the Access to Information Act. This same information may be provided to Revenue Canada,
the Canadian Security Intelligence Service, Citizenship and Immigration Canada or other
relevant agencies. It would also be relevant, for example, to tax evasion offences or threats to
national security. For the police to have access to additional information from the centre, they
would first have to obtain a court order for disclosure and meet with the standard of reasonable
and probable grounds that applies to all offences.
This mandatory reporting is a step certainly in the right direction. The new law would require
individuals or entities importing, exporting or transporting currency or monetary instruments
in excess of $10,000 across the border to report all activities to Canada Customs. Failure to do
so would result in the seizure of the cash or monetary instruments being transported.
The bill does not however define what is and what is not a suspicious transaction, nor has the
government yet published its draft regulations. These will certainly flesh out the substance of
the bill.
The current system of voluntary reporting of suspicious transactions would be replaced with
mandatory procedures. Reporting requirements would apply to regulated financial institutions,
casinos, currency exchange businesses, as well as any individuals acting as financial
intermediaries, such as lawyers or accountants. These individuals would therefore be required
to file reports for certain categories of financial transactions, as well as any transaction where
there is reasonable grounds to suspect that the transaction is related to the commission of a
money laundering offence. Making ill-gotten gains essentially appear legitimate is what is at
the root cause of money laundering and it is an attempt to wash or cleanse this dirty money.
There has been great concern in legal circles over the issue of solicitor-client privilege and
confidentiality. Lawyers and accountants acting as intermediaries would have to report
suspicious financial transactions carried out by their clients or face stiff fines and possible
prison sentences. The Criminal Lawyers' Association in particular said that this kind of
reporting violates guarantees of reasonable search and seizure under the Canadian Charter of
Rights and Freedoms. Alan Gold of that association states that the bill ignores these concerns.
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Certainly ethical considerations already apply for all lawyers and accountants. I would suggest
that the reasonable person test would be applied and that there is a greater good at issue here.
That greater good is to ensure that we do everything we can to dissuade individuals who would
be trying to embark on this type of criminal activity so that we can eradicate it. Certainly there
can be a common ground and a middle ground that would satisfy the constitutional
requirements of freedom of expression and freedom from unreasonable search.
Penalties for failing to report suspicious transactions are quite heavy. They can be up to $2
million and imprisonment for five years. This certainly expresses the seriousness and the
punitive sanctions reflect this.
The Americans have already moved in this direction with their own tough new law on money
laundering. They are very concerned about Canada's approach to crime prevention,
particularly since the government changed in 1993. There must be some attempt to at least
have a degree of co-operation and parity with the steps the United States has taken.
The Liberal government has given the Americans much evidence to validate their concerns. In
December 1999 a U.S. customs officer discovered an Algerian Canadian with Algerian
terrorist connections attempting to enter the United States through Seattle with a carload of
explosives. In February 2000 the American government suspended firearms and ammunition
sales to Canada, which was done at the request of our government. Legal import licences were
being used to import large quantities of handguns, rifles and ammunition. The firearms were
then being smuggled into other countries and often back into the United States.
It is an embarrassment for our country. We cannot have the reputation of being soft on crime.
It is another blow to the relationship that we have, in particular with respect to the open border
relationship with the United States.
Since 1993 the Liberal government has talked about increasing penalties for money laundering
as a matter of increasing public safety. Yet the RCMP still very much lacks a proper budget to
deal with today's sophisticated criminal. For example, the budget this year saw $810 million
spread over three years, much of it being earmarked to fight organized crime, including
activities such as money laundering.
Let us put this into perspective. Some 62% of this new money will not be available until 200102. This will be added to the RCMP base budget of approximately $2.1 million. We suggest
this is still not enough.
Mounties already have to curtail their undercover operations which target organized crime,
along with a reduction in training. The inability to conduct proper fraud investigations in
British Columbia has been highlighted, as has the important issue of inadequate resources.
To correct these problems the Progressive Conservative Party is proposing that over 5,000
RCMP officers are needed. As well, there is a lack of staff at forensic laboratories needed to
analyze DNA data and other data that has to be placed on the CPIC system. The police forces
need to know that this quickly advancing technology will be incorporated into their services,
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yet the government will not commit enough money to even upgrade the new CPIC system. It
gave $115 million when it was clearly indicated by the RCMP that $283 million was needed to
bring it up to snuff.
The British Columbia mounties may shift away from organized crime to deal with more
pressing needs such as filling police vacancies and simply paying their officers to show up for
work.
In rural areas this is of extreme concern. There is a problem with RCMP detachments being
closed, or losing municipal police forces in small communities. Granby, in the riding of
Shefford, is facing this threat. At the same time, we know that biker gangs are terrorizing
farmers, forcing them to grow marijuana in their fields, and even threatening members of the
House of Commons.
This is part of a larger problem. The financial transactions and reports analysis centre is
certainly a welcome relief to one aspect of the ongoing struggle that the RCMP faces in trying
to protect Canadians, but the RCMP is being stretched to the limit.
We must guard against the beginning of a rivalry between agencies, such as we have seen
taking place between the RCMP and CSIS. The breakdown in communications and not sharing
information is certainly counterproductive.
The Department of Finance has set an approximate cost for the centre at $10 million per
annum to staff and operate. I suggest this is a small price to pay for public safety, especially
when compared with the over $300 million that the Liberal government has already spent on a
very inefficient, ineffective and discriminatory gun regulation scheme, which is certainly not a
priority when faced with the ongoing problems of simply staffing RCMP detachments.
In August 1999 the solicitor general told a meeting of police chiefs that this bill was a top
priority for the federal government. However, we saw that this bill languished on the order
paper for some time and it has taken a full seven months for it to be presented to the House for
debate.
Reaction from various organizations concerned and affected by the legislation has been
positive thus far. The RCMP calls it long overdue. Superintendent Ben Soave, head of the
RCMP's combined forces and special enforcement unit, said that this legislation will make a
significant difference.
Gene McLean, director of security for the Canadian Bankers Association, has also referred to
this legislation as having been long awaited by the banking industry. Organized criminals will
be less likely to consider bringing their money to Canada as a result.
Even as we debate this legislation today, criminals are finding more and more sophisticated
ways to launder money in this country. There are many concerns that the Conservative Party
of Canada has. Although we support Bill C-22, there are examples by which the legislation
could be improved.
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Smurfing, which is the practice of breaking down transactions into smaller amounts so that
they will not be reported, is still a way that money launderers have to undermine and come in
behind this legislation.
There are all kinds of new tricks, including dummy corporations or avoiding banks by using
money transmitters such as Western Union and storefront businesses that cash cheques, sell
money orders or travellers cheques and then exchange them for foreign currency.
The Progressive Conservative Party of Canada believes very strongly that it is time for the
government to do more and to be more proactive in fighting organized crime. Instead of
simply being reactive and following the lead of other countries, it is time for Canada once
again to be a pioneer, to step forward and to set an example.
Why is Canada the last G-7 country in the world to implement money laundering legislation?
Surely the Minister of Finance, while attending meetings around the world, must have been
embarrassed that we are the last G-7 country to implement such anti-money laundering
legislation.
Enforcement issues and the burden of investigation continue to be top priorities. Draft
regulations are not set out in terms of the precise information which will be required with
respect to disclosure.
There are all kinds of other ways to improve this legislation. What about the exemption for
retailers? The bill aims at detecting large cash transactions as an indication of suspicious
activity. Why are retailers not required to report purchases made with large amounts of cash?
Money laundering frequently takes place in the form of big ticket purchases, for example, real
estate, boats, cars, jewellery, et cetera. Disclosure issues as well will have to be addressed and
the centre is only authorized to share information with police forces, Canadian Customs,
revenue agencies, CSIS and Citizenship and Immigration. There may be others with whom
this information will need to be shared.
While we certainly acknowledge that this is a step in the right direction, we are going to have
to try to improve this legislation at the committee, and we will endeavour to do so.
Mr. Scott Brison (Kings—Hants, PC):
Mr. Speaker, I thank my colleague for his worthwhile intervention this morning on Bill C-22.
My question for him is, does the legislation and this new agency, and in fact does the
government have plans to investigate some of the more advanced types of money laundering?
I am speaking specifically of e-laundering, the ability to transmit large amounts of money via
technology, the Internet in this case. These transactions are almost impossible to track today,
and with sophisticated financial instruments such as derivatives it will become increasingly
difficult for governments or regulatory agencies to oversee this type of thing.
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I would be concerned if the government did not have a strategy to address this in the future
because, clearly, with the increased sophistication of organized crime in this area, this will be a
problem; not just for tomorrow, it is probably already a problem today.
I hope this legislation does not simply address yesterday's problem because of the hesitancy of
the government to address the issue earlier. I hope that we are well on the way to addressing
today's and tomorrow's problem, that is, electronic commerce being used as a vehicle to
launder money.
Mr. Peter MacKay
Mr. Speaker, I want to thank my colleague from Kings—Hants. I know he is greatly concerned
with this issue. Coming from Nova Scotia, which is bounded by a large body of water, we
often face a great deal of importation, not only of money, obviously, but potentially drugs and
other contraband material.
The question was very probing. The legislation itself is not crafted in such a way to address the
specific question with respect to e-commerce.
The hon. member quite rightly points out that this is very much the wave of the future with
respect to financial transactions and potential criminal activity on the Internet.
The new centre which is being set up, because it will be in its infancy, will be very early on
faced with the task of trying to craft a response, a way to police the Internet in an attempt to
prevent this.
I would suggest that establishing the centre is a step in the right direction. Having personnel
will be the crucial response to the hon. member's question, ensuring that we have individuals
who are trained, intelligent and up to speed on the latest technological advances. Hopefully the
centre, with shared resources and with the ability to hear from agencies such as those in the
United States, will be able to address this serious problem in the future.
Mr. Lynn Myers (Waterloo—Wellington, Lib.)
Mr. Speaker, I have a long history in this kind of issue. I sat for 10 years on the Waterloo
Regional Police Commission. As chairman, I can tell members that this was an area of primary
concern.
We went across Canada and, in fact, went to international conferences where we looked at
these issues because they were very, very important, not only to Canada, but to nations around
the world.
I was quite heartened by the fact that the hon. member opposite deemed it appropriate to make
his comments. I know that he has a very strong interest in this area. I congratulate him for
some of the recognition that he gave to the government with respect to the kind of initiative we
are taking.
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This initiative will require not only physical resources but human resources to accomplish the
desired result. I applaud the government and members on this side of the House for the kind of
measures we are taking. It is always a question of whether we should go further or faster, more
money, and those kinds of issues. It is often a question of priorities. However, I think at the
end of the day Canadians will applaud what the government is doing in this very important
area.
In light of the globalization that is taking place and in light of the interconnectedness of the
world, does the hon. member see that this is a problem which will escalate over time? I am
sure he will say yes. I would like to know his views with respect to how best to try to curtail
this very severe problem in a globalized world. After all, it is a very severe problem. People,
no matter where they live in the world, find themselves caught in the trap with these kinds of
criminal activities.
When I was chairman of the Waterloo Region Police Commission, with 700 police officers
and civilians, we went to great lengths to look at this issue. We had symposia and went to
places across Canada and internationally to see what could be done. I would be very interested
in his views because of his background and his very strong interest in this area.
Mr. Peter MacKay:
Mr. Speaker, I thank the hon. member opposite for his question and his intervention. I
certainly acknowledge his similar interest in matters of justice and policing around the
country. As a former police officer I am sure he appreciates the incredible pressures that
frontline police officers and those who specialize in areas such as organized crime are faced
with on a daily basis.
I also want to acknowledge his commentary with respect to the usefulness of the bill. We in
the Progressive Conservative Party applaud this government initiative. In fact, it is a
continuation of a bill that we put in place when we were in government in 1991. I do not want
to get into a partisan rant, but we have seen similar instances where the current government
was not so complimentary of the Progressive Conservative government of the day and
absolutely castigated the government for things such as free trade and the GST, but then,
similarly, when in office, enhanced, expanded, embraced and took credit for bills and
legislation put in place by the Progressive Conservative government. We will not follow that
path. We will acknowledge that the Liberal government has done the right thing by continuing
to move in the right direction, which was started by a Progressive Conservative government.
To address his specific question, this legislation and the setting up of this centre will very
much put in place a process that will allow us to embark on the further information sharing
that the hon. member referred to, the ability to see what other countries are doing, in particular
the United States, and to draw on the best minds, the best personnel and the best intelligence
that is available to see that we address this very serious global problem to which he referred
quite correctly.
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That and recruiting individuals from the country, keeping our very best and brightest here, and
offering them opportunities in this area is another suggestion that I have as to how we can
continue to fight this problem and enhance our ability to guard against this type of criminal
activity that is becoming very much a global problem.
I would suggest, and he alluded to it in his question, that it has a great deal to do with the
personnel and the intellectual property that we have to preserve and enhance in the country in
our attempt to address what is a wonderful opportunity when it comes to technology and the
Internet and the use of global communication, but it is also something that can leave us very
vulnerable if we are not prepared to put in place the safeguards.
The centre can be a centre of excellence. It can be a great opportunity for those trained in this
capacity, and hopefully we will, and I have every confidence that we will, continue to produce
very bright, intelligent people who will be able to help us in this task.
Mr. Roy Bailey (Souris—Moose Mountain, Canadian Alliance):
Mr. Speaker, I want to congratulate the hon. member for the message that he gave us this
morning. It is a given that in order to attack the problems in organized crime or any crime we
need the manpower.
Speaking from a personal basis, in my constituency I believe I have more ports of entry than
any other constituency in Canada. Every detachment along the border with Montana in the
United States has been cut in half. When I attended a banquet of a rural municipality
government, the sergeant in control of that area reported that because of cutbacks they were
not able to investigate all reported crimes.
Knowing that the staff is not available, people are failing to report crimes such as break and
enter. The statistics show that the crime rate is going down, simply because they are not being
reported. I would like the member to comment.
Mr. Peter MacKay:
Mr. Speaker, I could not agree more with the hon. member. He has made a very useful and
very straightforward commentary on the task before our law enforcement agents, not only
police and RCMP but very much with respect to our ports and our border police.
This country, if I can make the analogy, is like a big, beautiful racehorse and these criminals
are like horseflies buzzing around it. We are very much in danger of the parasites taking over
the host if we do not allow our police agents the ability and give them the necessary resources
to do something about it.
We must be prepared to take the necessary steps, put the money into resources, and when we
are made aware of situations like the Sidewinder file outside the country we better be ready to
lay the money down and give police the backup they need.
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Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance):
Mr. Speaker, we are debating today Bill C-22, an act to facilitate combatting the laundering of
proceeds of crime, to establish the financial transactions and report analysis centre of Canada
and to amend and repeal certain acts in consequence.
On December 3, 1998, the solicitor general said that early in the new year of 1999 the
government would introduce legislation to curb money laundering. It did not happen in early
1999. In fact it happened in May 1999, but due to the agenda of the government the legislation
ended up dying on the order paper. This vital legislation, which was supposed to have been
introduced according to the words of the solicitor general in early 1999, was finally
reintroduced for passage by the House on December 15, 1999, not exactly early 1999.
Yesterday the solicitor general came to the standing committee on justice and told us that
when he had last appeared before the committee he said they would do it and now they have
done it. Yesterday was the first day, one full year after he had been there in the first place, that
he could sit there and boast about the fact that they had done it. What is involved? It strikes me
that if the Liberals were given a hamburger franchise they would do away with the term fast
food. I do not understand.
Let us take a look at an article from the Globe and Mail of April 4. It is important that the
government get on with it. The article reads:
“The effect of organized crime can be traced in the smallest, most remote communities and in
areas as diverse as insurance premiums and ice cream retailing”, law enforcement officers told
a conference that ended yesterday in Montreal. “For the first time, organized crime, serious
criminal organizations, are actually threatening the democratic institutions of this country and
the values that we hold dear. It is a real threat to the way of life we have in this country. It is
that serious”.
That was a quote by an RCMP deputy commissioner. The article continues:
—said former Crown prosecutor Louis Dionne, now head of the organized crime directorate
for the Surete du Quebec, “You can't see it. You can't smell it. But if you have the misfortune
of putting your wet fingers in the socket, it'll hurt you”.
That is where we are. I have actually been questioned by reporters on its significance, on what
money laundering is all about. Although Canada is a member of the Paris based international
task force against money laundering, it does not get good grades from world experts on this
problem. They also say that it would be a good idea, perhaps, to set up money laundering in
Canada because the charges are less and the risks are lower.
Why has the government delayed and delayed the introduction of the bill? We will be
supporting the bill, but the point is that we would have supported similar legislation if it had
been brought in, in a timely manner, two years ago. The bill will leave the House after second
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reading, go through the committee process, come back to the House, go through report and
third reading stages, and then to the other place for senators to do their thing. Why has there
been this delay on legislation which I dare say all members of the House would support?
There are members of the House of Commons who are threatened by organized crime directly
and personally. They and their families are directly and personally threatened by organized
crime. How close can we get to the bone when even members of the House are threatened? I
say shame on government members for taking so long to bring in the legislation.
Bill C-22 received first reading in the House of Commons on the December 15, 1999. The
purpose of the bill is to remedy the shortcomings in Canada's anti-money laundering
legislation as defined in the G-7's financial action task force on money laundering in its 199798 report which said:
The only major weakness is the inability to effectively and efficiently respond to requests for
assistance in relation to restraint and forfeiture. The use of domestic money laundering
proceedings to seize, restrain, and forfeit the proceeds of offences committed in other
countries is recognized as sometimes ineffective, and legislation to allow Canada to enforce
foreign forfeiture requests directly should be introduced.
In addition, the FATF recommended that reporting requirements in Canada be made
mandatory rather than voluntary, as is currently the case, and that a financial intelligence unit
be established to deal with the collection, management, analysis and dissemination of
suspicious transaction reports and other relevant intelligence data.
Organized criminals, particularly in the drug trade, generate and launder billions of dollars
annually. They launder money in order to continue their illegal operations. They move to
jurisdictions with strong controls to jurisdictions with weak or no controls, and I have just
unfortunately described where the government has allowed Canada to fall. Financial
transactions conceal criminal profits to make them appear legitimate.
Yesterday my colleague from Surrey Central gave some examples of the criminal use of
money laundering, but it is more than just the criminal use of money laundering. There is also
the whole issue of terrorist organizations being involved.
On January 5, 1999, a television report reported on criminal organizations that want to launder
money through Canadian business. A multinational company trading in the stock market was
found to have ties to the Russian mob. While investigating the company, YBM Magnex, this
market investigator traced the company's corporate history back to one of the world's top
criminals and head of the eastern European Mafia. The company, now delisted, had stocks
valued at $600 million and its principal business was laundering money for organized crime.
The story went on to say there are an estimated $400 billion in profits from the sale of state
assets that are now looking to be laundered. It is more than just ordinary criminal activity that
we associate with drugs. Now we are talking about the use of money laundering to move state
assets from Russia.
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As one investigator puts it, Canada and the U.S. are like candy stores for criminals. The
unanswered question is how many investors were hurt with the evaporation of the $600
million equity in YBM Magnex.
We have just seen in the last couple of days billions of dollars removed from the stock
exchange. Probably hundreds of thousands of retail investors in Canada have been seriously
hurt with their speculation in the stock market, but this was a situation where $600 million
evaporated in value from the stock market. What about those investors?
Even the former premier of the province of Ontario and very high profile Canadians in the
public eye were sucked into the YBM Magnex vortex. The Ontario Stock Exchange and
Securities Commission got a deserved black eye for not adequately protecting investors. This
followed on the heels of the $6 billion Bre-X debacle. It is little wonder Canada has a less than
stellar reputation in the global investment market.
Capital investment is what builds an economy. It is well past time for the federal government
to take its responsibilities more seriously and to do things in a more timely manner.
As I mentioned, the member for Surrey Central yesterday gave some good examples of how
money is laundered, but what about the issue I have raised of terrorism? According to an
RCMP report, Toronto and Montreal groups support the Tamils and Hamas. According to the
Ottawa Citizen of Monday, March 27, 2000:
Violent street gangs in Toronto and Montreal are channelling criminal profits to Tamil
terrorists waging a bloody fight for an independent homeland in Sri Lanka, says an RCMP
intelligence report. An extensive probe by the Mounties found “strong connections” between
the outlaw gangs and the Liberation Tigers of Tamil Eelam, one of the world's most dangerous
guerrilla groups. “There is clear evidence to support the relationship and that the money
involved is being funnelled to the LTTE for extremist purposes in Sri Lanka,” says the newly
declassified report, obtained through the Access to Information Act. The RCMP implicate the
Tamil criminal groups in a staggering variety of activities, including extortion, home invasion,
attempted murder, theft, importation and sale of brown heroin, arms trafficking, production
and sale of counterfeit passports, migrant smuggling, bank and casino fraud, and money
laundering. The activity is escalating and likely will become more difficult for police, adds the
report.
This is an exceptionally serious issue. I say one last time, shame on the government for the
unnecessary delay in bringing the legislation to the House.
Some concerns have been raised about the legislation. Criminal defence lawyers and the
federal privacy commissioner warned the reporting scheme could turn Canada into a nation of
snitches. The Canadian Security Intelligence Service said the transaction reporting regime
could become “a bureaucratic monster”. CSIS proposed more selective measures that would
target parties known to engage in dubious activities. A writer in the Financial Post , Terence
Corcoran, indicated:
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If passed, Bill C-22 would give Ottawa fresh authority to trap the innocent, infringe on
privacy, collect mountains of information on citizens and put routine money transactions under
suspicion. It would also conscript lawyers, banks, accountants and others into a national
subculture of informants and snitches.
In a letter to the justice minister last December, the Canadian Bar Association listed some of
the threats posed by Ottawa's plan to increase its surveillance over money transactions greater
than $10,000. It said routine legitimate business transactions could be disrupted and solicitorclient relationships undermined. “The mandatory reporting of information which may be
confidential is a drastic measure and a gross intrusion into a previously protected sphere”. The
bill, it said, amounted to “restructuring the relationship of trust between lawyers and clients”.
There are protections under criminal law. I have read that:
At common law, securing a conviction for money laundering requires the Crown to prove four
elements of the offence beyond a reasonable doubt. Specifically, it must be proven that the
accused (i) dealt with the laundered property (ii) with intent to convert or conceal it.
Moreover, the property must have been (iii) derived from the commission of a predicate
offence, and (iv) the accused must have had knowledge of that fact. As a result of legislative
enactments, however, the Crown is now required to prove only the accused's subjective belief
that the proceeds were derived from the commission of the predicate offence, even if this is
not the case. This allows the police to arrange “sting” operations.
This is another tool in the ability of the police to be able to go after that.
In addition, all the money laundering offences include a companion offence relating to
possession of proceeds, which may result in a conviction even where the Crown is unable to
prove the laundering offence. The “possession of proceeds of crime” provision is broader in
the Criminal Code than in other statutes; it applies to the possession of proceeds of any
indictable offence, not only to predicate offences. While these are not money-laundering
provisions themselves, they have proven useful to police in securing convictions in the
absence of sufficient evidence to secure a conviction for a laundering offence.
I suggest that this is exactly the fine tuning the committee will have to get into.
There will always be exceptions in criminal law, but on balance the criminal law, as it is
presently constituted, works as far as it has gone. Late though the government may be, it is
now adding another tool to the tool kit so the police will be able to enact enforcement. This
gives us an idea of the balance between entrapment of the innocent and effective tools of law
to help our enforcement agencies do their job.
In another article from the Montreal Gazette on December 4 1999, Tom Naylor, an economics
professor at McGill University in Montreal, wrote:
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Yet money laundering is a contrived offence that has no business in the Criminal Code. And
perfectly satisfactory instruments for stripping criminals of their ill-gotten gains already exist.
That is not the point. The point is not to strip the criminals of their ill-gotten gains. It is a
byproduct of this and other legislation. The point is to interdict the flow of ill-gotten gains and
determine its source. By determining its source, the police can then proceed with proper
criminal investigations and proper criminal prosecutions against people who are involved in
these illegal activities, which are not only dangerous to our families and our society in the
broader context but perhaps even dangerous to the very sovereignty of our nation as we
understand it.
Therefore, inflammatory comments about the effect of this legislation are not helpful in this
dialogue. Sincere concerns about ensuring that our individual rights and freedoms are
protected and sincere concerns about drawing out what the trade-off will be are valuable
contributions to this. However, with every law there is a degree of trade-off for the person who
is involved in the illegal activity against the freedoms that we as law-abiding citizens have a
right to enjoy in our society.
Let us deal with the funding issues of this legislation. Previous attempts to curb money
laundering have been hampered at every step by budget problems. Curbing money laundering
is a very effective weapon against the drug trade and frontline RCMP officers risk their lives
every day in the fight against organized crime. I am not only thinking of frontline RCMP
officers who risk their lives, but I am also thinking of the people who co-operate with the
RCMP and funnel information to them. Those people also put their lives on the line. We have
read and are aware of many situations where people have put their lives on the line and then,
due to lack of adequate legislation, the perpetrators of the offence have been able to either
walk away or get off with a reduced charge.
The benefits of crime control far outweigh the cost of implementing the programs to curb
money laundering. We must ensure resources are available to get the job done.
I have been advised that a separate agency is required to create protection for our freedoms.
With the agency standing alone and enforcement regimes like the police and CSIS having to
substantiate further requests through courts of law, it is expected there will be sufficient
protection for law-abiding citizens. Again, this is something that all members of parliament
will be examining very closely when the legislation is before a committee.
We have to make sure that we have proper laws for Canada so that we are not a haven for the
proceeds of crime. However, at the end of the day, what we also have to be very clear about is
that when we give these tools to the enforcement officers in our community, we also have to
be sure that there are proper safeguards built in so that law-abiding citizens are not drawn in.
I will reflect back for a second on the YBM Magnex International Inc. example. We also need
this legislation to ensure that law-abiding citizens are not also drawn into the vortex of the
money laundering that is currently going on within the boundaries of our sovereign nation.
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We will be supporting this legislation but not blindly. We will be ensuring that the rights of all
Canadians are protected as this comes back to this legislature.
Mr. Lynn Myers (Waterloo—Wellington, Lib.):
Mr. Speaker, I was somewhat heartened to hear the member opposite talk in terms of the
benefits of the bill. Of course, we on the government side take these kinds of issues very
seriously, as well we should, because Canadians, no matter where they live in our great
country, take it seriously.
As we have done historically and specifically with regard to this bill, we have proceeded in a
timely fashion, unlike the member opposite who thinks we should have taken more time. We
have taken the required time to review the circumstances and talk with partners around the
world, not only in terms of policing agencies but to get the kind of bilateral and multilateral
arrangements in place that are part and parcel of the Canadian way of doing business.
I am heartened to hear that some members opposite are indicating that this is a good bill. It
certainly underscores the commitment of the Government of Canada to do the kinds of things
that are appropriate when it comes to this all important issue of money laundering and the
exchanges of cash that take place, et cetera, and in trying to secure our banking and monetary
systems in a way consistent with the values of Canadians and the international community.
As we move into more globalization in the future, would the hon. member agree that we
should bring in more partners to be a part of this process? Should other countries in the world
be assisting in this area?
Could he also outline not only his position but especially the Canadian Alliance's position visà-vis this criminal activity? Could he perhaps, in point form fashion, outline his party's
position on the steps that would be appropriate to curtail, in a globalized economy, these kinds
of things, especially as it relates to bringing in other partners from around the world? I will be
interested in his response.
Mr. Jim Abbott:
Mr. Speaker, I appreciate the question from the member. From time to time he has been quite
vocal in his criticism of the Canadian Alliance, and I do not take his intervention today as
being that. I take it as being a very responsible intervention. I cannot resist the temptation to
say, for a change.
I would suggest very gently that his statement that the government takes these issues seriously
is a catch-all phrase for the government. I will be answering his question, but I do want to
make this statement. My criticism is that the government has not acted in a timely fashion.
The government had a clear understanding in 1997-98, fully two years ago, about what the
expectations were of the G-7. I seriously question the member's intervention when he says that
the government has acted in a timely fashion taken the time required. How much time is
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required? The legislation in its basic form, as it presently sits, was brought before the House
and due to the legislative calendar set up by the House leader on behalf of the Prime Minister,
who is the leader of this government, it ended up falling off the legislative agenda for a full 12
months. I do not think that is taking the issue seriously and I do not think it is working in a
timely fashion.
To answer the member's question, I am stating this as the solicitor general critic for Her
Majesty's Official Opposition, the Canadian Alliance. I believe that the government, if it is
going to do the things necessary in terms of, as he puts it, bringing on more partners and
working in co-operation with other international agencies, the government will have to step up
with more resources, more resources in legislation and more resources in dollars and cents.
The government has squeezed the heck out of the RCMP to the point where it did not even
have wheels to be able to turn to go down the highway. The RCMP has reached a point of rustout. The RCMP is a very dispirited organization at this point in terms of its manpower because
of the constant squeeze on the salaries of the RCMP.
If the government is going to do what is necessary there has to be full global co-operation
between the Canadian government, the other governments of the G-7, the OECD and indeed
all governments. The government cannot be seen to be what it is presently, which is kind of
treating this whole issue almost like a poor orphan son.
The government needs to step up the resources required in order to get the job done. I do note
that the government did come forward with some $500 million plus for the RCMP. It is a start
but it is late. The point I am trying to make is that the RCMP requires more resources in terms
of dollars and cents and CSIS requires more resources in terms of dollars and cents, but they
also require a heavier attention by the government to this very important issue because it
permeates every part of our society.
The government is on the right track. I prod it once again though because I do not think it is
working nearly quickly enough on this and other very important issues that relate to organized
crime and terrorism and the sharing of criminal intelligence around the world.
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ):
Mr. Speaker, it is a rare thing for me to agree with the Canadian Alliance, but I agree 100%
with the comments by the hon. member on the job the Liberals are doing.
We have always had to force the government to act, whether in connection with crime, with
legislative amendments, or other things that had to be done.
Take, for example, the $1,000 bill. A while ago, they announced their intention of taking it out
of circulation. The Bloc Quebecois has been calling for this famous $1000 bill to be
withdrawn ever since 1994, because this was one of only a few countries with such a high
denomination.
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We are well aware that these notes were used by organized crime. I realize that the member
opposite does not like to hear the truth, that he is running away to avoid hearing it, but the
Bloc Quebecois had to introduce private members' bills in this House to convince the
government to take the $1,000 notes out of circulation.
The issue of money laundering and the introduction of a measure similar to Bill C-22 were
discussed as early as during the Bloc Quebecois' first mandate. The issue was also part of our
platform in 1997. Everyone knew that there was a major money laundering problem in
Canada. It was only after the Americans ridiculed it that the government opposite finally
decided to do something about this problem.
The Liberals had better not tell us that they have been diligent in this area. I fully agree with
the Canadian Alliance member about the government's negligence. Since the Liberals took
office, and while they were not taking any action, between $80 billion and $100 billion were
laundered in the Canadian economy. This is unacceptable.
Mr. Jim Abbott:
Mr. Speaker, of course we are in agreement. It is unusual for the Canadian Alliance to agree
with the Bloc on many things. Clearly, when one of the members of the Bloc Quebecois has
been threatened by organized crime in his constituency, we must pull together. This brings the
importance of this to the attention of the House.
On another up note, as a result of a Bloc Quebecois motion which I believe was supported
100% by the House, a subcommittee has been struck to examine the whole issue of organized
crime in Canada. I commend the Bloc Quebecois for that. The subcommittee was struck just
two days ago. The committee chair has been named and we will start to work on this issue.
Again, I agree with the Bloc it is unfortunate that the opposition has had to push the Liberal
government so hard to get it to do the things necessary to get on with the very important job of
protecting Canadian society.
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ):
Mr. Speaker, I am pleased to rise to speak to Bill C-22.
We should make it clear right off that the bill was introduced by the Minister of Finance. It is
surprising from its title, because it could have been introduced by the Minister of Justice or
even the Solicitor General of Canada. This bill is entitled an act to facilitate combatting the
laundering of proceeds of crime, to establish the financial transactions and reports analysis
centre of Canada and to amend and repeal certain acts in consequence.
From the contents of the bill, we can see that the Minister of National Revenue is the minister
primarily concerned, since the bill concerns a number of matters relating to income.
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The fact that this bill could have been introduced by a variety of ministers is not insignificant.
It means that Bill C-22 involves of matter of some scope affecting various facets of our
society.
Bill C-22 is in fact a tool to help us fight a scourge, whose impact can be felt on the streets, in
the schools, in the vaults of our financial institutions and in our penitentiaries. It is even felt by
our farmers, as we saw last fall, and in a number of economic, social and even cultural sectors
of our community.
This scourge has a name. It is called organized crime. It comprises many aspects: the bikers,
the Italian mafia, the Russian mafia, the Asian triads, street gangs and so on. Each aspect
operates in its own way and has its own varied and effective methods of intimidation.
Thus, members will understand that organized crime is an evil poisoning our lives in many
ways. And it is precisely because it is organized that this type of crime is so hard to fight.
There is only one way this can be done: we must get organized ourselves. This means that, like
crime, justice must be organized. We must also provide adequate funding—I am happy to hear
members of other parties in the House say so—to the police to help it organize its efforts. Stiff
measures are needed and they must be organized. In a nutshell, it would be better if we started
calling the shots or others will keep calling them for us.
But all this is not easy—far from it. Organized crime is not just the occupation of a few
influential masterminds. It is no longer the playground of people like Al Capone and the
mobsters of the early 1900s.
Organized crime involves many kinds of individuals, some of whom may often bear a strong
resemblance to you or me. Most of them are anonymous members of the public who appear to
lead their lives in an entirely above-board and ordinary manner. All the players in organized
crime do not bear some easily identifiable mark. On the contrary, the people involved in
organized crime are often anonymous.
Obviously, there is a more visible type of crime that often makes the news and appears in the
headlines. There was the biker war that was splashed all over the media a while back, and
which makes a return appearance from time to time. But the whole biker war phenomenon is
only the tip of the iceberg.
Members will therefore understand that the phenomenon we are now seeing is extremely
complex. It was time that the government suggested some effective responses to one of the
most harmful aspects of organized crime, money laundering.
On more than one occasion, the Bloc Quebecois has been critical of the failure of Canadian
legislation to prevent money laundering. Even so, the government waited until Canada found
itself in the unenviable position of money laundering centre of the world before it decided to
take action. It was high time that Canada did something because it has become, in the opinion
of many international experts, a real sieve.
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What exactly is “money laundering”? It is the process by which revenue from criminal
activities is converted into assets that are difficult to trace to their criminal origins. What is
involved here is the concealment of the proceeds of crime by making them appear legitimate.
The bulk of these assets are related to drug trafficking, and most of the rest to criminal
activities such as robbery or cigarette smuggling.
Since, by their very nature, money laundering and the criminal activities it attempts to
camouflage are clandestine activities, it is hard to have any clear idea of the scope of money
laundering activities. According to experts, however, the annual figure for the laundering of
the proceeds of organized crime is about $17 billion.
What weapons did we have, then, against such a huge problem? Far from enough. A brief
overview of Canadian legislation would be appropriate here. Hon. members will recall that the
federal government passed legislation in 1988 amending the Criminal Code, the Food and
Drugs Act, and the Narcotics Act, creating a distinct criminal offence of money laundering and
providing for the seizure and forfeiture of the proceeds and property derived from various
criminal and drug offences.
Section 462.31(1) of the Criminal Code provides that everyone is guilty of an offence who
deals in any way with property or proceeds of property with the intent of concealing or
converting them, while knowing or believing that all or part are derived, directly or indirectly,
from the commission of either an enterprise crime offence or a designated substance offence.
The Criminal Code includes a list of 35 crimes coming under the definition of enterprise crime
offence. We can see that something has been around since 1988, but we have to look at the
decisions, the jurisprudence directly concerned with this section to realize it is inadequate, that
it is insufficient to effectively fight crime. There is no need to be a great expert in criminal law
to recognize this. It is enough to visit the courts to see how easy it is for a defence lawyer to
get around these sections.
In 1991, there were other amendments to the Proceeds of Crime (Money Laundering) Act.
Legislation was enacted in an extremely important area—financial institutions, real estate
brokers, portfolio managers, and so on. It provided that, for any transaction of over $10,000 of
a suspicious nature, information was to be taken and kept for five years. However, this was left
to the discretion of the institution.
When a client of a financial institution has several million thousand dollars, and his portfolio is
managed there, members will understand the reticence of the financial institution to report
these sums. There is a problem.
In the last election campaign, the Bloc Quebecois included an approach in its platform to
tighten things up, to provide major legislation to fight money laundering. Finally, the
government seems to have understood with Bill C-22.
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In introducing this bill, the government significantly remedies the situation by establishing
three mechanisms to control suspicious transactions. The first is the mechanism of mandatory
reporting of suspicious operations, as provided in clauses 5 to 11 of the bill. The second is a
mechanism for the reporting of major cross border movements of currency, as provided in
clauses 12 to 39. The third is the establishment of the financial transactions and report analysis
centre of Canada, as defined in clauses 40 to 72.
Let us examine these mechanisms and the centre. With Bill C-22, the reporting of suspicious
operations relating to money laundering, currently voluntary under existing provisions of the
law, would become mandatory.
In addition, the obligation to report would extend to non banking financial institutions and
certain other companies. Therefore, the reporting requirements would apply to regulated
financial institutions, casinos, foreign exchange traders, stock brokers, insurance companies
and persons acting as financial intermediaries, such as lawyers and accountants.
These people and institutions would be required to report certain categories of financial
transactions and any other transaction regarding which there are reasonable grounds to believe
that they are connected with the laundering of money.
Second, when it comes to transborder operations, people who import or export considerable
amounts of currency or instruments, such as travellers cheques, will be required to report these
sums of money to Canadian customs officers.
If a Canadian travels to the United States and takes $35,000 in travellers cheques for a three
day trip or, conversely, if an American comes to Canada with $35,000 in travellers cheques or
in cash, we are justified in asking questioning that person if he is only going to be in Canada
for two or three days, or even just a few hours.
Failure to comply with this requirement could lead to the seizure of the currency or
instruments carried by the individual, unless he gives up the idea of importing or exporting
these sums of money. He can decide to go back to his country of origin.
Third, the financial transactions and reports analysis centre of Canada is an independent
government agency that will collect and analyse the information provided on financial
transactions and transborder movements involving currency.
The centre will also be a central repository for information on money laundering activities. It
will analyse and assess the reports submitted and, if necessary, give leads to law enforcement
agencies.
As I said earlier, the government opposite should have acted sooner. It should not have waited
until Canada had a reputation as a major centre of organized crime before taking action. The
government should have been much more proactive. It should have listened to the Bloc
Quebecois.
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It is odd that Bill C-22 has finally made it to the House a few weeks before a parliamentary
committee begins looking at the issue of organized crime. Members will recall that I
introduced a motion in the House a while back calling for the creation of a committee to
examine this issue and to propose amendments to the legislation, if necessary, or other
approaches. The parliamentary committee will study the issue and report to the House on the
whole question of organized crime.
A few weeks before they start their deliberations, the government introduces Bill C-22 on
money laundering. The government probably did not want to be criticized for having taken no
action in this regard, but the usual drill is that every time the government opposite takes action,
it is because the Bloc Quebecois has pushed it right to the wall.
It was the Bloc Quebecois that initiated the anti-gang legislation passed just before the last
federal election. The Bloc Quebecois had questioned the government, which decided to do
something about the problem just before heading into a general election.
It was the Bloc Quebecois that took the initiative with respect to getting the $1,000 bill
withdrawn from circulation, and the government listened to us. With respect to Bill C-22 now
before us, again it was the Bloc Quebecois, in its first term of office, specifically in its 1997
election platform, which said that the federal parliament should bring in legislation to do
something about money laundering.
Finally, the government over there had no other choice, since the Americans have even told it
Canada was an all-round champion as far as money laundering is concerned, but to decide to
comply with the Bloc Quebecois' demands by introducing the bill we now have before us.
I have already mentioned the $1,000 note. It is extremely important for the government to
heed us on this, and withdraw it from circulation as soon as possible. It is used mainly by
organized crime, and must therefore be pulled, so that only denominations of $10, $20, $50
and $100 are available. It takes a whole lot fewer $1,000 notes to make $1 million, and is far
less unwieldy, than $1 million in $10s, $20s or $50s.
Care must be taken, however, not to see Bill C-22 as a solution to all our problems. We must
point out that this bill does give the government considerable regulatory power. Clause 73 of
the bill in fact authorizes the Governor in Council, on the recommendation of the Minister, to
“make any regulations that the Governor in Council considers necessary for carrying out the
purposes and provisions of this Act”.
At first glance, the regulatory power assigned to the minister may seem extremely broad, even
too broad, one might say. Although such power could eventually bring about changes in the
law without the need to amend it, still, a number of important issues, which should be debated
by parliamentarians, will be handed over to officials. That is a bit risky.
Here is an example. The government will set, by regulation, the amount requiring reporting.
Under subclause 12(2) as well, regulatory conditions will determine whether individuals may
be exempt from the requirement of producing such a report.
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Knowing that the required report is the backbone of the mechanisms put in place by Bill C-22,
we can see that the government is giving itself vast regulatory powers. With its history, I fear
that the government is not too eager to tighten the screw, to require reports, which are difficult
to prepare, from offenders, and to be too demanding about the reports people or groups are to
do. The public may rest assured, however, that we on this side of the House will be very
demanding.
I would be derelict in my duties if I did not mention that Bill C-22 raises significant questions
about the protection of certain basic rights covered by the charter.
In a free and democratic society, the legislator may limit certain individual rights, as dictated
by the larger interests of the community. However, this limitation must not be exercised
outside certain rules. Bill C-22 must comply with certain basic procedural rules. In fact, in the
case of seizures and searches, great care must be exercised in the drafting of the bill to prevent
effective contest before the courts.
Work in committee will ensure us that these standards are met, before the bill is passed. If
parliamentarians fail to examine in minute detail the impact of this bill, lawyers who are well
paid by organized crime will review it and arrange to have this law declared illegal and
unconstitutional. It is up to us to work properly and effectively on this bill.
Mr. Scott Brison (Kings—Hants, PC):
Mr. Speaker, it is with pleasure that I rise to speak to Bill C-22, which will create a new
agency to oversee and try to prevent money laundering in Canada, the financial transactions
and reports analysis centre of Canada.
Bill C-22 would bring Canada up to date with the standards of our G-7 trading partners. It does
not take us beyond the minimum standard, but it takes us up to that standard. It covers
professionals, lawyers and chartered accountants, and even stock brokers and investment
bankers would have responsibility to report under this legislation. It does not include, as in
some other countries, a “know your client” rule, which would go much further in policing
money laundering.
The responsibility to report suspicious transactions is described in this legislation, but it is not
really spelled out in terms of what would define a suspicious transaction. I have some concerns
about that. I would hope that as the legislation progresses we would define in a more
comprehensive way what criteria would be required for an agency, an individual or a
professional to define a transaction as being suspicious.
It would also expand the reporting by financial agencies of any transactions over $10,000
beyond banks. Currently banks report voluntarily. This would expand to include money marts
and casinos. It does not delve into the retail side of commerce, which perhaps should be
considered.
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I have some concerns about that. Earlier I heard some members refer to the potential of the
legislation being expanded at some point to include retail operations, for instance, jewellers or
car dealers, where allegedly this type of money laundering exists quite a bit in terms of large
sum purchases.
I would caution against expanding the scope too much, thereby creating a regulatory
nightmare that would be extremely difficult to administer and could potentially have a
negative impact in terms of the abilities of Canada's retailers to actually keep up with the
paperwork and other requirements.
The legislation addresses cash transactions but does not address what is really the greater
current and future issue of e-commerce or e-laundering.
It is very difficult to track financial transactions today that occur over the Internet or electronic
financial transactions, particularly with sophisticated financial vehicles or instruments, for
instance, derivatives. It is possible to hide transactions through derivatives and other financial
instruments. In fact, cross-border electronic transactions, from a tax perspective, are becoming
increasingly difficult to tax.
I would suggest to the government that the legislation is definitely long overdue, but that it
addresses a problem which is really yesterday's problem, as opposed to addressing a problem
which is clearly a problem of today and the future, that of electronically based money
laundering.
The whole issue of smurfing, breaking large transactions into smaller units to get them below
the $10,000 threshold which would trigger some level of activity by the new agency, is a real
issue. For instance, in terms of deposits, several people could use various bank machines to
deposit cash into the same account. Something as simple as a bank machine could play a role
in money laundering, simply by breaking down transactions into smaller amounts to bring the
transactions below the threshold that would trigger some level of investigation.
I am also concerned about the budget of the agency. I understand that the budget would be
anywhere between $7.5 million and $10 million. Some suggestion has been made that there
would be about a hundred people doing this.
I would suggest that it may be a very, very difficult job to police this type of activity with that
size of budget. It sounds to some as a large budget, but I would suggest it is not really a very
large budget at all.
I would also suggest to the government, as this agency and the government investigates ways
to police the electronic money laundering side of it, that the government look toward some of
the private sector solutions.
What I am speaking of are some of the companies that have developed technologies to deal
with these issues—security issues on the Internet, et cetera—which may in fact be outpacing
the technological advances capable of being developed by government. I think there will have
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to be some private-public sector engagement on some of these issues, particularly as we delve
into the new world of electronic commerce.
I have some concerns about Bill C-22. The legislation would create a new agency that is at
arm's length from the government. That is positive from the perspective of preventing political
interference in an investigation, but it is negative from the perspective that this new, all
powerful agency could conceivably overstep its boundaries on an investigation of an
individual case.
A Canadian citizen being persecuted by this agency on a given case would not have the
protection offered by ministerial intervention to potentially defend that citizen. Only if
systemic abuse is suspected would the minister be able to intervene. Whenever I see these new
agencies, whether it is the new Revenue Canada agency or this new agency to police money
laundering, I have some concerns about the lack of direct ministerial accountability and
potential intervention on behalf of an individual Canadian who may be treated unfairly by one
of these agencies.
Another concern I have is that this new agency would have the power to release information to
Revenue Canada in accordance with the act. If reasonable grounds existed for the agency to
believe that money laundering had occurred, there would be potential for abuse.
We have to be very clear that if the agency has some reasonable grounds to pursue an
individual case of money laundering, that is one thing. However, if the agency does not have
enough evidence to pursue a case of money laundering and determines that while the evidence
does not exist it may be able to get the person on tax evasion, conceivably the agency could
release the information to Revenue Canada. This would help Revenue Canada or the new
Revenue Canada agency pursue the individual. Therefore, while there may not be a case
against an individual for money laundering, this agency could potentially help the new
Revenue Canada agency in pursuing someone on a tax evasion charge.
That is absolutely, fundamentally wrong. The two agencies have to be separate. Unless there
are very clear grounds for a case of money laundering, it would be wrong for this agency to
work with Revenue Canada on individual cases or to share information. We have to ensure on
behalf of Canadian taxpayers that this does not become some souped up Revenue Canada
annex or addendum.
If the new agency had reasonable grounds to suspect money laundering, that is one thing.
However, if it was simply a case where it did not have enough grounds to pursue someone on
that basis and determined that there was some level of evidence for tax evasion, it would be
clearly wrong for the sharing of information to exist.
It is still nebulous as to whether or not this agency would have the ability to do spot or random
audits on banks, money marts or casinos. I would assume that would be the case but it has to
be spelled out. Again, we have to ensure in our pursuit of doing something that is valuable and
important, which is policing and reducing the incidents of money laundering, that we do not
create some new godzilla agency that would have an immense amount of power to hurt
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legitimate Canadian enterprise, impede legitimate Canadian transactions, and effectively
pursue some of the negative and oppressive activities we have seen from Revenue Canada in
the past.
Those are my cautions. We are supporting this legislation with some concerns. We hope as
this evolves, the government's policies on some of these issues will become more proactive in
terms of addressing the real issues of today and in the future, and in particular embrace the
notion of the electronic issues facing Canadians and law enforcement agencies.
Again these border on questions of resources. I have significant concerns with the extent to
which the government has starved Canada's law enforcement agencies. It has prevented the
RCMP from having the ability to enforce some of Canada's laws. As we expand these types of
oversight agencies we have to ensure they are properly funded and that we give them the tools
to do the job.
In that regard it may be very important for the government to consider some level of private
participation. At least it should dialogue with the private sector on the electronic commerce
side to ensure that the government is using the most up to date technologies to address these
issues. A lot of these technologies exist in the private sector. The government should be more
responsive to those forces and more amenable to work with private sector entities within
Canada and elsewhere to develop solutions to these very real problems.
Mr. John Williams (St. Albert, Canadian Alliance):
Mr. Speaker, I appreciate the opportunity to speak to Bill C-22 which deals with money
laundering. As my colleagues on this side of the House have pointed out, this has been a long
time coming from the government. We are the last of the G-7 countries to get around to doing
something about money laundering.
One of the great scourges of our modern society is the illegal movement of products such as
drugs. That has an effect on our society. It affects the minds of our young kids. They get
themselves bent out of shape by using drugs. It ruins their careers. It ruins their futures, ruins
their minds and ruins their potential. It also leads them into crime to generate the cash required
to pay for the drugs and to keep the cartels supplied with billions of dollars in profits.
The proceeds of these drugs move through many countries in many ways in order to get into
this country. People stand there with their hands out. They know it is illegal and illicit and
therefore they are capable of demanding some kind of payment, a form of bribery, for them to
turn their eyes in another direction as the drugs pass by. We in the House have talked about
crime and how young kids feel the need to commit crimes such as shoplifting and a lot worse
than that in many cases, in order to feed and pay for their habit.
I am glad the government is doing something about money laundering. Most of us have no real
concept of how big the movement of drugs is and the amount of money, the billions of dollars
that are moving around because of it. I understand that the largest cash based industry in
British Columbia today is the growth of marijuana. The export of marijuana across the country
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and to other parts of the world is perhaps one of the largest industries in British Columbia
today. That is shocking.
I have met with parliamentarians in other parts of the world. I am thinking of parliamentarians
in South America. I recently attended a speech by our ambassador for Colombia who was here
in Ottawa telling us about the situation there. We were told of the insurrection, the track that
the government is losing control of its own country. In essence there is a civil war going on,
not between two factions over who should rule the country, but the drug cartels do not want
government anywhere near the growth of the drugs or the plants that produce the drugs. The
cartels have their own air forces. They are able to fly the drugs out of South America through
the Caribbean and up to the United States and Canada. This is a scourge on our society.
Money laundering is only one part of it. I want to broaden the debate. Money laundering deals
with the movement of cash by illicit and illegal means but it is not just drugs we are talking
about. We see bribery and corruption in all parts of the world. Believe it or not, Canada is not
exempt; it happens here too. There are horrendous problems in South America. A year ago the
commissioners of the European Union had to resign because of corruption. Members may
have read about it in the paper. In Canada in the Prime Minister's riding, police investigations
are going on because of potential misappropriation of government funds. If this is proven to be
so, this would also be corruption. It is everywhere.
We read about it in the papers in the United States. Numerous elected officials in senior
positions have been bought. I read one article just the other day regarding a governor who
insisted on a $400,000 payment before he would vote in a certain way. It goes on. China has
acknowledged that corruption is a major problem.
I would hope that we would start to do something about it. Transparency and openness is how
to deal with bribery and corruption. It has to be brought out into the open so everybody can see
what is going on. If a transaction cannot stand up to the light of day, it is likely illegal. If it is
automatically going to be exposed in the light of day, it likely will not happen in the first
place.
Look at what has happened with the HRDC scandal. Numerous audits were done and none of
them were brought out into the open. On January 20 the last HRDC audit became part of the
public debate. What has happened since then? The minister has told us that there has been a
major review of all processes that go on in the department to ensure that the administration of
the programs will now be done properly. Why were they not done properly before? Because
there was no openness, no accountability and no transparency. We were not privy to the fact
that previous audits had slammed that department and the administration of the files. It gets
sloppy.
People with power and influence start using their influence and now numerous police
investigations are going on. If these result in convictions, then that will show there has been
corruption right here.
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I am glad the world is finally waking up to the fact that bribery and corruption are perhaps the
greatest scourge to economic development around the world. People with power and influence
skim 10% and 20% right off the top and the money is going straight into Swiss bank accounts.
There are also the people at the bottom end of the economic scale who, because they do not
get paid enough money, have no choice but to insist on bribes for the work that they do or do
not do.
In some cases we have people in positions of influence and power, such as policemen writing
tickets or others granting permits, insisting on bribes to feed a large group of people or an
extended family that depends on them for support because there is no cash in the economy.
We need economic development. We want to help the poor not only in this country but around
the world. We can help the poor by attacking this cancer on society, the scourge of bribery and
corruption. The OECD passed a protocol that was endorsed by a number of countries
including Canada which says that bribery in a foreign country is no longer a tax deduction but
a crime to be prosecuted in the home state. These are small beginnings.
I compare the current attitude on bribery and corruption to the position of society on the
environment and human rights back in the 1960s. When we talked about the environment and
our concern for the degradation of the environment in those days, people said that it was awful
and asked why somebody did not do something about it. Then they would continue their daily
routines.
It is 30 years later and the environment is now a core issue not only of this government and
this country but of every developed country around the world. It is a core part of policy
making. When they make policy the environment is a major consideration.
Human rights is the same. Back in the 1960s when people's human rights were being violated
around the world, they would say it was awful and that somebody should do something about
it, and they would continue their daily routines. Today we have war crimes tribunals. We have
agreements and protocols. We insist on human rights when we enter into other agreements.
Human rights is now a core principle of democracy.
I hope in a number of years, and hopefully not too many years from now, that the battle
against bribery and corruption will also be at the core of civilized society in order for us to
ensure that economic benefits accrue to all in society and that the cream or the profit is not
ripped off illegally by those who happen to have power and influence.
It is everywhere. I have heard numerous examples, small and large. I will not bore the House
with the details, but I would like to see the government and Canadians recognizing that bribery
and corruption can and should be fought at every turn.
Bill C-22 on money laundering is a small start. I hope we will continue on from here and join
forces with parliamentarians in other parts of the world to ensure that we carry the momentum
forward so that in a number of years from now not only will we say that the environment and
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human rights are at the core of our policy making but that the fight against bribery and
corruption is also at the core of our policy making.
The Deputy Speaker: Is the House ready for the question? The House has heard the terms of
the motion. Is it the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
An hon. Member: On division.
The Deputy Speaker: I declare the motion carried. Accordingly, the bill stands referred to the
Standing Committee on Finance.
(Motion agreed to, bill read the second time and referred to a committee)

April 11, 2000 [House of Commons Standing Committee on Finance]
The Chair (Mr. Maurizio Bevilacqua (Vaughan—King—Aurora, Lib.)): I'd like to call the
meeting to order and welcome everyone here this morning.
Let me, first of all, apologize to the officials for the room. Unfortunately, due to lack of
meeting rooms because of the Auditor General's report and lock-ups and what have you, we
have to use these close quarters. This is yet another example of where perhaps some
renovations should take place in this place. Of course this is a great idea by the Reform Party.
First of all, the order of reference today is Bill C-22, an act to facilitate combating the
laundering of proceeds of crime, to establish the Financial Transactions and Reports Analysis
Centre of Canada, and to amend and repeal certain acts in consequence. This is the order of
reference we received from the House of Commons. This is what we'll be doing today. We
will hear from the parliamentary secretary and a member of this committee, Mr. Roy Cullen.
Welcome.
Later on other officials will also participate in the question and answer session. As you may
know, we usually give 10 to 15 minutes for opening remarks, and thereafter we engage in a
question and answer session.
Mr. Cullen, welcome.
Mr. Roy Cullen (Parliamentary Secretary to the Minister of Finance): Thank you very
much, Mr. Chairman. Merci beaucoup, monsieur le président.
Let me first introduce the people at this table here, the officials who will be prepared to take
questions later. With me are Mr. Horst Intscher, who is the executive director of the transition
team, Financial Transactions and Reports Analysis Centre of Canada; Mr. Richard Lalonde,
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who is the acting chief, financial crimes section, financial sector policy branch; Yvon Carrière,
senior counsel; and Charles Seeto, director, financial sector division, financial sector policy
branch, and other officials who we can introduce more fully later.
Mr. Chairman, I appreciate the opportunity to speak to the committee today about Bill C-22,
the proceeds of crime or money laundering bill. I'll keep my remarks brief so that we can have
plenty of time for questions. This bill, Mr. Chairman, updates and strengthens the existing act
by the same name that has been in force since 1991. The legislation improves the detection,
prevention and deterrence of money laundering here in Canada.
[Translation]
Before going further, I should define the expression "laundering of proceeds of crime". It is a
process by which money illegally gained from criminal activities is converted into assets
which cannot be easily tracked back to their origins.
[English]
In other words, Mr. Chairman, this is money that is laundered to hide its origin. While open
borders encourage competitive international markets and greatly benefit trading nations like
Canada, they also have a potential downside in that criminals can use them to infiltrate
financial markets for the purposes of money laundering. Today's globalized financial markets
make it very easy for criminals to launder millions of dollars every day in illegal profits from
drugs and proceeds from other crimes such as burglaries and cigarette smuggling.
It is estimated that between $5 billion and $17 billion are illegally moved in and through
Canada every year. Mr. Chairman, this is a serious problem, one that requires that adequate
measures be put in place to deter and detect money laundering and ensure that financial
intermediaries exercise due diligence in the conduct of their business.
In addition, the reputations of financial intermediaries that are victims of money laundering
could be adversely affected.
[Translation]
Here in Canada, we are committed to combat money laundering as efficiently as possible. If
traditional investigation methods are no longer as effective as they should be, new measures
must be adopted for that purpose.
[English]
Bill C-22 provides these new measures. It does so by responding to calls by Canadian law
enforcement agencies for legislation requiring the mandatory reporting of suspicious
transactions and cross-border movements of currency. This legislation was designed with the
goals of giving law enforcement agencies the tools they need while at the same time protecting
individual privacy. Bill C-22 meets both these goals.
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Bill C-22 also addresses concerns raised by the Financial Action Task Force on money
laundering, a group established by the G-7 in 1989, that Canada was not meeting international
standards on mandatory reporting of suspicious transactions and in centralized collection and
management of reports. Indeed, Canada is the only country not to require mandatory reporting.
With the passage of this legislation, our reporting regime will be in compliance with Financial
Action Task Force standards and in line with most industrialized countries around the world.
Before I outline the specifics of the bill, it is important to note that this legislation was not
developed in isolation but is the result of extensive consultations with many interested parties,
including the provinces and territories, stakeholders from the financial and law enforcement
communities, consumer groups, and organizations with an interest in privacy issues.
[Translation]
Mr. Chairman, I would like to take some time to explain the main elements of this bill.
First, Bill C-22 maintains the requirements about record keeping and client's identification
already provided by the Laundering of proceeds of crime (money laundering) Act.
[English]
Second, the new measures being introduced include the requirement for financial
intermediaries to report where there are reasonable grounds to suspect that there are financial
transactions that are related to money laundering. In addition, regulations are being developed
that will describe specific transactions, such as the receipt of $10,000 or more in cash, which
must be reported. Regulated financial institutions, casinos, money service businesses, and
currency exchange businesses, as well as lawyers and accountants, will all be subject to these
reporting requirements. Failure to report suspicious transactions can result in jail terms of up
to five years or fines of up to $2 million.
Third, large cross-border movements of currency must also be reported. The importation or
exportation of large amounts of cash or monetary instruments like traveller's cheques will have
to be declared to Canada Customs. Failure to comply may result in the cash being seized.
Review and appeal mechanisms will be in place to deal with cross-border seizures and
penalties. Seized currency will be returned once a fine has been paid, unless Customs suspects
it represents proceeds of crime.
Fourth, this bill establishes the new Financial Transactions and Reports Analysis Centre of
Canada.
[Translation]
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The Centre, which will be independent from law enforcement agencies, will receive the
reports that are required by the law, analyze and assess those reports and disclose to law
enforcement agencies from everywhere in Canada information regarding any activities
suspected of being related to the laundering of proceeds of crime.
[English]
The centre will be authorized to provide information to the appropriate police force if, on the
basis of its analysis, the centre has reasonable grounds to suspect that the information would
be relevant to a money-laundering offence. The bill also allows the centre to disclose
information to the Canada Customs and Revenue Agency, the Canadian Security Intelligence
Service, and Citizenship and Immigration Canada if, in addition to being relevant to money
laundering, the information is also relevant to their activities.
As a central point for the collection, analysis, and disclosure of information, the centre will
cooperate internationally in the exchange of information with similar agencies, enhancing
Canada's role in the global fight against money laundering. Further, the centre will be
responsible for monitoring compliance with record keeping, client identification, and financial
transaction reporting requirements, and where appropriate, it will seek partnerships—for
example, with provincial regulatory bodies—to assist with carrying out this function.
I can assure this committee that the collection, use, and disclosure of information by the centre
will be strictly controlled. Only a specified, limited amount of information reported to the
centre will be passed to the police and other designated agencies, and only under specified
conditions. The information that can be disclosed is limited to key identifying information,
such as the name of the client, the account number involved, the amount and location of the
transaction, and other similar information. Law enforcement authorities will be required to
build a case for prosecution purposes and obtain a court order for disclosure before any further
information could be passed on. The centre and its employees will also be immune from
subpoena, search warrants, and other compulsory processes, except with respect to moneylaundering investigations and prosecutions.
• 0915
[Translation]
Finally, the Centre will be subject to the Access to Information Act and to the Privacy Act, and
legal penalties will be imposed for the unauthorized use or disclosure of personal information
held by the Centre.
[English]
Bill C-22 provides regulation-making authority with respect to the coverage of entities, client
identification, record keeping, and reporting requirements. Mr. Chairman, such regulationmaking authority provides the needed flexibility to respond quickly to the ever-changing
nature of money laundering, and to adapt the regime to changes in the way financial
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intermediaries conduct their business. It also allows greater flexibility to respond to issues
raised by stakeholders in complying with the legislation.
Extensive consultations have already begun on proposed regulations, with the release of the
Department of Finance's consultation paper last December. Submissions were received and
departmental officials have met with many stakeholders to hear their views. Further
consultations will be required over the coming months to further refine the current regulatory
proposals and to develop additional proposals regarding the form and manner of reporting.
It should be noted, Mr. Chairman, that Bill C-22 provides a statutory minimum 90-day prepublication requirement for any regulation proposed under the act, and a minimum 30-day
notice period if further changes are made to the proposed regulation. This requirement goes
well beyond what is provided in many federal statutes, reflecting the importance that the
government attaches to public consultations in this particular area.
Mr. Chairman, the benefits of this new reporting system are numerous. The new system will
rely on the individuals—for example, financial intermediaries—who are in the best position to
detect money laundering as it is occurring. It will also provide more reliable and consistent
reporting in a more timely manner.
[Translation]
The reports, being centralized at the new Centre, will provide essential analyses which will
allow police forces to follow reliable tracks and to use law enforcement resources more
efficiently.
[English]
Successful investigations and prosecutions can ultimately lead to court-ordered forfeiture of
the proceeds of criminal activities. This will also allow Canada to better shoulder its
international responsibilities and anti-money-laundering efforts by enhancing its ability to
cooperate with other countries.
In conclusion, Mr. Chairman, Bill C-22 targets the financial rewards of criminal activity, and
protects the integrity of our financial system in Canada. It creates a balanced and effective
reporting scheme to uncover criminal activity while protecting individual privacy. It also
complements other federal initiatives against organized crime, along with helping Canada to
meet its international commitments in this area.
[Translation]
Mr. Chairman, those are the main provisions in bill C-22. Myself and the officials here will
now be happy to answer your questions.
Thank you.
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[English]
The Chair: Thank you very much, Mr. Cullen.
We'll now proceed to the question and answer session, and we'll begin with Mr. Abbott.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance): Thank you. Could you tell me
what the format is, just before we start?
An hon. member: We can have as much time as we want.
The Chair: You have a ten-minute round, so make the questions nice and brief so that we can
get as many in as possible.
Mr. Jim Abbott: Okay, thank you.
Mr. Cullen, thank you for your presentation. To the officials and everyone else squeezed into
this room, welcome. This is what it must feel like to be in a sardine can, but I'm not really
sure.
First, let me just quickly restate what I said in the House. If the Liberals were given a
hamburger franchise, I think they'd do away with the concept of fast food. This legislation has
been an awfully long time coming, and certainly the Canadian Alliance is in favour of this
legislation in principle. There are some questions that I have, though.
In a private briefing that I had with some of the officials, they explained something to me that
I would like to get on the record. Whoever feels they can most appropriately respond to this
question can do so: Why do we need a separate transaction centre? Why can we not use the
existing bureaucracy and perhaps do some fine-tuning within the existing system, rather than
adding a new level of bureaucracy and more people? I'd like to get that on the record, please.
Mr. Roy Cullen: Thank you. Maybe I can start and then refer it to perhaps Mr. Lalonde.
The reason for an agency is to ensure and safeguard the privacy provisions of citizens so that
there is a vetting of information and so that only high-level information will be submitted to
the police if there's a suspicion of money laundering. What we're doing is consistent with all
G-7 countries, as I understand it, and it's mostly geared to making sure only serious concerns
about alleged money-laundering activities are reported to the police and the privacy of citizens
is maintained.
Perhaps Richard or Charles can add to that.
Mr. Richard Lalonde (Chief, Financial Sector Division, Department of Finance): Thank
you, Mr. Chairman.
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That's right. The need for an independent agency here is underscored. Other countries of the
Financial Action Task Force have this particular model. Independence from government
bureaucracy and from law enforcement agencies is critical, because this agency will be
collecting and analysing sensitive information, personal information, about Canadians'
financial transactions. It will need to safeguard the information it does gather, and it needs
independent judgment from government to determine whether or not to disclose certain
information to law enforcement agencies and other appropriate organizations.
Mr. Jim Abbott: I'm a little concerned with some specific phrasing used there. Would it be at
the discretion of the government to release the information? Is that what you said?
Mr. Richard Lalonde: No, quite the contrary. I meant to say it's at the discretion of the
agency itself, and that's why it needs this independence to carry out its mandate.
Mr. Jim Abbott: Okay.
Why would a libertarian not be concerned about further intrusion into the affairs of Canadians
with this legislation and with this transaction organization?
Mr. Roy Cullen: I suppose, Mr. Abbott, you can't have your cake and eat it too. On the one
hand, the creation of a centre is designed to make sure the privacy concerns of Canadians are
respected. In designing the legislation and in designing the agency in the consultations to date,
we've taken great care and great pains to make sure the privacy of Canadians is respected. I'm
sure some individuals, organizations, and stakeholder groups will make representations to this
committee that there is a concern about privacy issues, but we feel we've dealt with them in a
very comprehensive way.
Richard, would you like to add anything?
Mr. Richard Lalonde: That's fairly comprehensive. A number of safeguards have been set in
the legislation to protect the information that is collected from Canadians by this proposed
agency, and we can certainly go into more detail about that if you wish.
Mr. Jim Abbott: Should there be any concern on the part of Canadians, either individuals or
businesses, about part 4, subclause 73(2) of the legislation? It reads:
A copy of each regulation that the Governor in Council proposes to make under subsection (1)
shall be published...
etc. I realize that's fairly standard in this kind of legislation, but I put that up against a letter I
think a lot of us received, dated February 8, from H&R Block. The individual here makes a
point about the $1,000 record-keeping threshold. He says:
Our principal concern is section IV... which requires that we retain a record for five years or
more of every transaction of $1,000 or more.
and so on and so forth.
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I haven't had an opportunity to inquire of the writer, Mr. Irving, from H&R Block. I haven't
interviewed him at all. But I found this letter kind of confusing when I took time to refer to the
legislation, where I don't see anything about $1,000. But then that raises the question: should
Canadians and should business be concerned about the fact that this is, with due respect, a
form of blank cheque, and an onerous amount of regulations and record keeping might end up
being piled onto individuals and businesses in Canada under this open-ended subclause, 73(2)?
• 0925
Mr. Roy Cullen: To start off, we tried in the legislation to strike the right balance in the
number of organizations or sectors included in the reporting requirements. At this point it's
limited to financial intermediaries. Once you go beyond that, you can put some compliance
costs onto other businesses that may not be necessary.
In the whole process, because we're breaking new turf, we'll be guided by the idea of
developing regulations in consultation with stakeholders, and we'll also be guided by the
experience as we implement the act and the agency.
Clearly the intent is not to put an excessive burden on businesses, but we feel it will be the
responsibility of those who are involved at the front end of receiving cash or receiving that
kind of information to report.
With respect to H&R Block, perhaps Richard or Horst would like to comment.
Mr. Richard Lalonde: Sure. H&R Block provided us with comments on the consultation
paper on the proposed regulations. My understanding and my recollection is that their
concerns were about some of the thresholds being proposed. These thresholds are provided
for, or at least the regulation-making authority is provided for, in clause 73 of the bill. We are
in ongoing dialogue with stakeholders now to refine those proposals.
It's clear we have no intention of unduly burdening anyone. In fact in advancing the
consultation paper, we stated quite clearly that our objective here is to minimize the
compliance burden, and we're very sensitive to that. That is why we will be discussing these
issues directly with stakeholders over the coming months to get it right.
Mr. Jim Abbott: I have the greatest respect, in all sincerity, for everyone sitting at this table
and indeed everyone in this room, and I don't question the intent of any individual in this
room. What I'm concerned about is the growing encroachment of bureaucracy and the
reporting functions required for business that are absolutely strangling business around
Canada.
As I said, the Canadian Alliance supports this legislation in principle. We understand why it is
required, and indeed it should have been here a couple of years ago. That being said, we're still
very concerned about the fact that although every good intent in the world is going into this
thing, it has the potential to become a real paperwork nightmare if it is not very, very tightly
regulated.
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Mr. Roy Cullen: Mr. Abbott, you're right that we need to be very careful about the reporting
requirements we've put in place. Because the act also calls for a 90-day period for gazetting
any additions or changes to the regulations, it gives Canadians a lot of time to respond and
express their concern if they feel the government is going too far. It's something that has to be
monitored very carefully.
Our coming forward now at this time with this legislation means we've taken the time to
consult extensively and we want to ensure we have it right. We think we're getting close, but
the consultations with this committee and with other stakeholder groups on the regulations will
be very beneficial in setting the right course.
The Chair: Thank you, Mr. Abbott.
[Translation]
Mr. Marceau.
Mr. Richard Marceau (Charlesbourg, BQ): First, thank you Mr. Cullen for your
presentation. I also want to thank all those who dared to come here with you in this closed
room.
Mr. Cullen, I would just like to understand somewhat better the link between FATF and bill C22. As I understand it, bill C-22 was proposed after some recommendations from FATF,
which brings together countries not only from Europe but also from the Gulf and North
America.
• 0930
Are we heading towards systems that would be quite similar in all countries of the world by
following FATF's recommendations?
Mr. Roy Cullen: I think we must coordinate our efforts with those of other countries. Member
countries of G-7 have established that Action group with a view to improve the situation and
to coordinate activities aimed at minimizing money laundering in all countries.
[English]
Perhaps the officials could...
[Translation]
The Chairman: Mr. Lalonde.
Mr. Richard Lalonde: Sure. Money laundering is a global problem which, therefore, requires
world-wide solutions or combatting measures, hence the need for international cooperation.
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FATF was created in 1989 to establish international standards in order to allow member
countries to cooperate more efficiently in combatting money laundering.
Bill C-22 of course draws its inspiration from the standards that were established by FATF as
well as from FATF's reviews about the situation in Canada.
Mr. Richard Marceau: All right. Therefore, the Centre which is going to be created has its
equivalents in other countries in the world; that's what you are telling me. It has or will have
equivalents in other countries of the world.
Will the canadian centre be able or have to disclose certain information to other centres
throughout the world in order to combat precisely what you call that world-wide problem? I
assume that it will.
I am getting at my question. In Canada, we have established certain standards after which such
a centre will have to operate. You mentioned the Access to Information Act and the Privacy
Act. Now, some countries in the world do not necessarily have such protections. I'm asking
you that question, but let me tell you at once that we support that bill. Is there not a danger that
some protected information the disclosure of which is forbidden here in Canada could then be
diverted, communicated to another country and ultimately reappear somewhere in Canada
through another channel? In one word, could we be brought to do through the back door what
we are not allowed to do through the front door? Via agreements with other countries, will it
be possible for us to avoid the exportation of our protected information and ensure that the
safeguards which you have very rightly provided in the bill are not bypassed?
Mr. Roy Cullen: I'm sorry, but I'm going to answer you in English.
[English]
First of all, the kind of information that would be shared would be subject to the same kind of
rigour. Only high-level information would be shared, but it would be governed by a protocol
with every individual country. It's really only in the area of the police investigation, where
there's obviously cooperation through INTERPOL and other agencies, that the law and the
standards of subpoena of information, etc., would apply.
In terms of sharing information with other countries, there would be protocols established and
the privacy and confidentiality of information would be respected. It would only be at the first
blush, at the agency level... the high-level information that would mark the types of activities
in a very general sense.
Is that fair enough?
[Translation]
Mr. Richard Lalonde: I would simply add that any exchange of information with other
entities similar to our Centre would be governed by protocols as provided in the bill. These
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would concern not only the exchange of information, but they would also restrict the use of
that information by the other country.
Mr. Richard Marceau: In what section can the provisions regarding the protocols be found?
Is it section 56?
• 0935
My question is: Do you think the bill would be improved, if we want to have an additional
safeguard, by adding to that section a provision to the effect that any such protocol should by
all means respect the Canadian legislation regarding privacy or access to information?
I had a quick look at those three subclauses and I have seen no mention that such agreements
must be governed by the same rules or conditions which have been provided in Canada with
regards to protections.
The Chairman: Mr. Carrière.
Mr. Yvon Carrière (Counsel, Transition Team, Financial Transactions and Reports
Analysis Centre of Canada, Department of Finance): Every country has its own legal
system. In the United States, for example, police have direct access to the database which
contains information about suspicious transactions. Of course, if we were to impose Canadian
standards, just no information could be transmitted from Canada to the United States.
In some other countries, like Belgium, it is for judges to decide what can be made public or
not. Again, in the Canadian context, magistrates are not allowed to decide whether information
should be disclosed or not. Therefore, I believe that it would be like trying to impose our own
standards to completely different judicial systems.
Mr. Richard Marceau: I agree with you. I understand your views, but it brings me back to
my first point. You are saying that in the United States—and that frightens me a bit—, any
policemen can access that database. If, for example, the House ruled that for a certain
transaction, Richard Marceau is suspected of having committed a money laundering offence—
and we will come back later on the nature of such suspicion—and if such a protocol had been
concluded between Canada and the United States, it seems to me that, given the tremendous
number of policemen in the United States, many people could then access information which
is extremely personal to me.
So, there is a danger that we be brought to do through the back door what we are not allowed
to do through the front door, that is to give access to very personal information, to things that
should only be known by very few people. With such a bill, we are already intruding the
private life of individuals, and we accept it because the problem we want to combat is serious.
On the other hand, if you are telling me that police forces in the United States are also going to
be allowed to intrude into our private life, that means a lot of people. There might be more
policemen in the United States than there are citizens in many countries.
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Mr. Yvon Carrière: I would like to make it clear that the Centre would be entitled to disclose
information to another country only where there are reasonable grounds to suspect that such
information would be useful for investigation or prosecution purposes regarding offences
related to money laundering. So it comes to saying that there is in all cases a basic condition
which has to be met: there must be suspicions.
Second, it will apply only to information which is designated or defined in the law, that is the
client's name, the amount of the transaction and the site where the operation took place. Even
then, protocols might include conditions which would limit the use of such information. Each
protocol might have its own proceedings. I am sure that we will show a great deal of
discrimination in deciding which countries we are going to conclude agreements with.
Mr. Richard Marceau: I would have some additional questions, Mr. Chairman, though I
know that time goes by.
You mentioned which criteria should be used in order to determine what can be considered as
reasonable grounds to suspect money laundering. Now, nowhere in the law those criteria are
defined. Furthermore, there is no provision in the law concerning the making of regulations
which would establish which criteria are going to be applied to determine what constitutes a
reasonable ground. It seems to me that the Centre will hold an extensive discretionary power. I
believe it should rather fall to the legislative power if not to the governments to define what
are the reasonable grounds, rather than to an agency which is not accountable to the
government. I would like to know your opinion on that.
[English]
Mr. Roy Cullen: Mr. Marceau, don't forget, what we're talking about here is a different... The
comparable agencies in other countries, who, only on the basis that there are grounds for
suspicion that there is a money-laundering activity being undertaken...
That is defined right now to some extent in the guidelines already being used, and it perhaps
will be expanded upon with the regulations that go with this bill.
• 0940
So only certain high-level information would be shared if there's a suspicion of a moneylaundering activity. There will be protocols. Also, these agencies have to work with each other
in order to make our mutual efforts more effective. There has to be a certain community of
effort here that respects the individual laws and privacy concerns of each individual country.
Those would be incorporated into the protocols that are developed.
[Translation]
Mr. Richard Marceau: I was rather talking about the criteria which are going to be used to
determine the reasonable grounds to suspect that there is money laundering activity. That is
not defined in the bill. Nowhere in the law it is said that it will be incumbent upon the
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government to define such criteria by virtue of its regulatory power. So I assume that it is left
to the discretion of the Centre itself. We are going to give the Centre the discretionary power
to decide what are going to be those reasonable grounds. Does it not seem to you somewhat
extensive as a power?
[English]
Mr. Horst Intscher (Executive Director, Transition Team, Financial Transactions and
Reports Analysis Centre of Canada, Financial Sector Policy Branch, Department of
Finance): If I may, I will perhaps offer a bit of explanation. First of all, the initial
determination as to a suspicion will be made by the reporting entity when a suspicious
transaction is reported. They will judge that, really, in the context of their own business:
transactions that are sufficiently out of the ordinary that they cause the reporting entity—for
example, a bank or a trust company—to believe that the transaction might be suspicious in
regard to money laundering.
In terms of the centre making its determination, it will to some extent depend on the individual
case. Again, depending on the information that has been reported by reporting entities and
information received from other entities, it will make a judgment to assist reporting entities in
making a judgment as to whether or not a transaction is suspicious.
The centre will be issuing guidelines from time to time that describe types of transactions that
are specific to the banking industry or specific to credit unions, to casinos, or to other kinds of
money service businesses, transactions that have been found to be related to money laundering
in other cases or in other jurisdictions. So it is done as a means of helping reporting entities
form a view as to whether a particular transaction gives rise to suspicion and should be
reported to the centre.
Mr. Roy Cullen: If I could add something to Mr. Marceau's points, right now there are
guidelines that are in play on a voluntary basis. These to some extent define or give examples
of suspicious transactions and provide some guidelines. One of the challenges, of course, is
that in financial intermediaries the activities or the way they go about things are changing all
the time, so we need some flexibility. But it's not as though this is a blank page. There are
already guidelines and these are going to be modified and expanded with this current bill.
Mr. Stan Cohen (Senior Counsel, Human Rights Law Section, Department of Justice): If I
could just add a word on the matter of the meaning to be attributed to the phrase “reasonable
suspicion”, there is a Charter of Rights overlay on the whole of this exercise. These grounds
that have been identified—“reasonable grounds to suspect”—are grounds that have a meaning
within decided case law.
It admittedly is not as high a standard as “reasonable and probable grounds”, but the Supreme
Court of Canada has endorsed a meaning that basically requires that in order for a reasonable
suspicion to exist there must be—and I'm quoting here—“a constellation of objectively
discernible facts which give the detaining officer reasonable cause to suspect that”, in this
case, “the detainee is criminally implicated in the activity under investigation”. It goes on to
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say that importantly, “a hunch based on intuition gained by experience cannot suffice”, no
matter how accurate that hunch may prove to be.
So what we're looking for, and what the case law insists upon—and ultimately this might
shake down in any litigation ever brought involving this—is something that is based upon
objective criteria that will have to be established. They would look to criteria that are
developed through regulations, guidelines, etc. So it's not a totally arbitrary standard that has
been established here, nor is it a standard that is without any meaning within jurisprudence.
• 0945
Mr. Roy Cullen: While the agency is quite independent of the minister, if the centre is getting
out of line with what he or she views as the best interest of the public, then the minister does
have the power under the bill to step in and review it from a policy point of view and to chart a
new course.
The Chair: Thank you, Mr. Marceau.
Mr. Nystrom.
Mr. Lorne Nystrom (Regina—Qu'Appelle, NDP): Thank you very much, Mr. Chair.
I'd like to welcome everybody here this morning.
As we said in the House, the New Democratic Party is in support of the legislation. This brings
us up to par with other countries around the world in the OECD.
I want to ask a couple of questions along the same lines as those of my colleagues here. First,
perhaps you could give us a bit more information as to how suspicious transactions would be
defined in regulations. These are very tough questions. I don't expect you to have the precise
answer for that, but perhaps you could give a bit more information as to how this definition
will be made in terms of regulations. It's not of course part of the bill, but it will be part of the
law. If you could shed a bit more information on that, it might be helpful.
Mr. Richard Lalonde: As we indicated a little earlier, there is no definition in the legislation
of what constitutes a suspicious transaction.
Of course, the legislation does provide for two kinds of reporting of financial transactions. One
is the reporting of prescribed transactions, and it can be those above a certain threshold or
certain kinds of very objective transactions. The second kind is the reporting of suspicious
transactions. As we've indicated, the approach taken by many other jurisdictions, including the
United Kingdom, is simply to provide guidance through guidelines to financial intermediaries
on things they should consider in coming to a determination of what is or is not suspicious,
and that is the approach we intend to take.
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Mr. Roy Cullen: Mr. Nystrom, I have a list here of maybe 12 examples of suspicious
transactions under the guidelines that are currently in use, examples where cash is involved or
bank or trust company accounts are involved, unusual large cash deposits made by an
individual company that would normally not generate that kind of cash, customers whose
deposits contain counterfeit notes or forged instruments, etc. There are about a dozen of those,
which we could go over if you'd like. They will evolve and change as money launderers and
financial intermediaries become more creative and more inventive.
Mr. Lorne Nystrom: I assume the guidelines will be similar to those of the other OECD
countries.
Mr. Roy Cullen: Yes.
Mr. Lorne Nystrom: In terms of privacy, this bill would permit the centre to turn over
relevant information on tax offences to Revenue Canada, and again there could be a threat to
privacy in certain circumstances. Can you add anything to what you've already said in terms of
what the guidelines might be with regard to turning over tax information to Revenue Canada?
Mr. Roy Cullen: I'll just make a general point. The focus of the bill is money laundering. If
money laundering is involved, probably tax evasion is involved. But the reverse is not
necessarily true. If there's a suspicion of money laundering and at the same time a suspicion of
tax evasion, that information could be passed simultaneously through the revenue agency and
the police, if there was a joint suspicion. At that point there would be a coordinated effort
between the police agencies and the revenue agency.
It seems to me that the first priority would be to look at the money-laundering activities, and it
would be a coordinated effort between the police and the revenue agency. But the primary
focus—I need to emphasize that point—is on money laundering and money-laundering
activities.
• 0950
Richard, would you like to expand on that?
Mr. Richard Lalonde: I think you've been quite complete on that one. The initial thing is that
there has to be a reasonable suspicion by the centre that money laundering is occurring before
any information can flow to any authority other than the law enforcement body. The other
thing to remember is that in including these additional organizations as possible recipients of
information, it's in recognition that they do of course play a role in combating organized crime
in Canada, and that is the focus here.
Mr. Lorne Nystrom: I have another question, Mr. Chair. Maybe I'm wrong on this or a bit
naive, but I don't think the bill addresses things such as credit card or debit card fraud. If I'm
right on that, why doesn't it address those areas? Is this not an area where money could be
laundered?
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Mr. Richard Lalonde: You're absolutely right, these are areas where money can be
laundered. This bill does target the laundering of the proceeds of credit card fraud, along with
the proceeds of other enterprise crimes that are defined in the Criminal Code, as well as
designated drug offences. So it does target these particular crimes.
Mr. Lorne Nystrom: I have one last question. Going back to Mr. Abbott's question about
why a centre instead of an existing agency, do all the other countries that have similar
legislation have centres that administer it independently, or do some use their national police,
such as the RCMP in this country? We're not unique in that, I assume.
Mr. Richard Lalonde: There are different models around the world. Some do indeed have
their law enforcement agencies involved, but more often than not these are newly created
independent agencies. They can be an arm of an existing financial services regulator, or they
can be a stand-alone. Their powers will differ from country to country, and so will their
mandates. But they all have a responsibility to channel, if you want, information to law
enforcement.
Mr. Roy Cullen: The idea behind that, Mr. Nystrom, is to make sure there's not an
overzealous pursuit of suspicions, that there's a first vetting at the deposit-taking or moneyreceiving level in terms of suspicious transactions or transactions that by regulation will be
required to be reported. Then there's a further vetting at the agency level where they're using
other information and other patterns. At that point, if there's another suspicion of money
laundering, only then would it be referred to the police. If the police then aggregate that with
their information and want more information, they'd actually have to go to a court and get a
subpoena to get some detailed information.
Mr. Lorne Nystrom: Thank you.
The Chair: Maybe to go a little bit outside of the bill itself, whenever a piece of legislation
like this is placed in front of the Canadian people, of course there are resources that are
required to implement the bill itself, the law. Based on our prebudget consultation hearings,
the RCMP and all the other law enforcement agencies require much more money.
I think this bill is long overdue, and it's great that we're moving on this and at least getting to
the same level as some of our counterparts. But while in theory this is a great bill, what type of
commitment has the government made to make sure this can actually become reality?
Mr. Roy Cullen: Thank you, Mr. Chairman.
In budget 2000 additional resources were committed to the RCMP, and about $5 million of
that is to complement their existing anti-money-laundering activities. With regard to the centre
itself, estimates are being pulled together on the cost of supporting such a centre. It's early
days, but it looks as if it's in the vicinity of $10 million to $15 million a year, something in that
order of magnitude.
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Again, if one wants to deal with this very serious issue of drug money increasingly being
laundered through our country and if we want to respect the privacy concerns of Canadians,
sometimes you don't have many options. But you're point is well taken. Resources are scarce.
But in budget 2000 there were additional resources allocated to the RCMP for activities related
to this.
• 0955
The Chair: Yes, but let's be frank with one another here. From the background notes that I
have here, it says that money laundering is a serious criminal offence entailing the illegal
movement of funds estimated between $5 billion to $17 billion in and through Canada each
year. Now we're going to combat that with an additional $5 million. I'm just wondering—and
perhaps this is the wrong place to ask the question, I'm not sure—if we really want to
implement this, shouldn't we be giving the law enforcement agencies or the centre real money
to address the issue?
Mr. Roy Cullen: First of all, the additional money for the RCMP is complementing some of
their existing resources. As to whether that's enough, whether $10 million to $15 million is
sufficient for the new centre, how much is enough? Your point is taken. As we get into this
and the patterns are identified, we may find there is more money laundering than we're happy
with, and it may mean that more resources need to be applied to it. I would think that at this
point the government's probably reasonably confident that we've initially assigned or will
assign the required resources to get it launched, but it will be constantly and continuously
monitored.
We have Mr. Deacon up from the RCMP.
Mr. Jamie Deacon (Director, Anti-Organized Crime Division, Ministry of the Solicitor
General of Canada): Mr. Chairman, I would just add on the point of resources that in 1997
the government approved resources to establish 13 integrated proceeds-of-crime units in the
RCMP. They're located in major centres across the country. They're managed by the RCMP,
but they include provincial and local police, CCRA personnel, and crown counsel and forensic
accountants to deal with complex money-laundering cases. So there have been, as well as the
more recent investments that Mr. Cullen mentioned, earlier investments in money-laundering
enforcement, and the arrangements in Bill C-22 will very much support the activities of those
units and make them more efficient.
The Chair: So you're happy with the amount of money?
Mr. Jamie Deacon: I wouldn't want to comment on that specifically. I simply note that there
have been investments to date.
Mr. Roy Cullen: Have you a better number?
The Chair: I'm not saying I have a better number, but if it's in fact organized crime, and it's $5
billion to $17 billion, yes, I have a question. I don't think $10 million is a lot of money to
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seriously look at this particular issue. I may be proven wrong, but I think if you're in fact
dealing with $17 billion, you'll need a lot more resources than that.
Mr. Szabo.
Mr. Paul Szabo (Mississauga South, Lib.): I have a couple of general questions.
The Canadian Institute of Chartered Accountants, for instance, are going to be in a position
where their members will have to go out and look at the books and records of companies, and
they're going to find themselves having to ask these questions or look at what obligations they
have. Have they had any problems with the proposed approach to dealing with this, in terms of
what additional burdens or requirements it may place on their profession?
Mr. Roy Cullen: I think, Mr. Szabo, we have had some representation. Maybe Mr. Lalonde
would comment on that, or Charles.
Mr. Richard Lalonde: Sure.
We've had occasion to speak with both the Canadian Institute of Chartered Accountants and
the Certified General Accountants' Association of Canada regarding the bill, the proposed
regulations, and I think we were able to reassure them in part that we are looking to cover
them insofar as they are acting as financial intermediaries—in other words, insofar as they are
involved in financial transactions on behalf of their clients.
The accountants did raise the issue of their auditing function and the possibility that they
might be put in conflict with their clients if they had to report information to the centre that
they have gathered as a result of the auditing function. What we have indicated to them is that
the regulations will indicate very clearly that the reporting obligations will not apply to the
auditing functions of the accounting profession.
• 1000
Mr. Paul Szabo: That's a good point, because I think even with regard to charities, for some
of their activities they can't possibly give full assurance, and I was wondering whether
something like this would lead to an automatic qualification of statements simply on the basis
that they would have no basis for making that acclaimed opinion without... There's just no way
to do it.
It's estimated that about 70% of laundered money is related to drug trafficking. I'm wondering
how much collaboration or coordination has to occur with offshore jurisdictions if this is really
going to work.
Mr. Roy Cullen: First of all, the primary focus is money laundering. As we've said before,
there is cooperation internationally, and any suspicious transactions will be covered by the act.
Horst, did you have anything to add?
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Mr. Paul Szabo: Have we had discussions with our counterparts in other countries about the
approach to this problem, and is what we are proposing to do compatible with the facilities or
the cooperation that might be available abroad?
Mr. Richard Lalonde: Absolutely. There have been ongoing discussions for over a decade on
the issue of international cooperation to combat money laundering. They originated with the
G-7 countries, and in fact discussions among G-7 countries continue today on precisely those
issues and how to improve cooperation. The FATF, the Financial Action Task Force, was set
up to collaborate and develop international standards, and part of those standards deal with
international cooperation.
There is another international body that has been formed since the Financial Action Task
Force. This is a body that brings in all of the agencies responsible for money laundering, such
as our centre here, and they discuss issues of cooperation as well. So this issue is at the
forefront of the international agenda.
Mr. Paul Szabo: I have one last question. The estimates of the size of lost revenue resulting
from trafficking and laundering money seem to be small relative to the estimates people use
with regard to the underground economy in general. While I can understand that there would
be a smaller number of incidents of money laundering than there would be generally in terms
of underground economic activity, is the plan over the longer term in fact to broaden, let's say,
the function of this new agency to deal with the broader question of the underground
economy?
Mr. Roy Cullen: Maybe I could start with that one.
First of all, as I said earlier, the intent of this bill is to deal with money laundering, and tax
evasion is a secondary issue. If you have money laundering, you undoubtedly have tax
evasion, but the reverse is not necessarily true. So the focus of this is money laundering. Only
to the extent that money laundering is related to underground activities, it would be a
subsidiary kind of effort.
But I'd like to come back to your earlier point about offshore havens, for example. In fact, we
had a discussion on this issue in which Mr. Intscher told me the story about how money going
out of the country, for example, will be very cloaked and guarded, and clearly there will be a
lot of tax evasion attached to it. But let's say it goes to a low-tax or no-tax haven. When it
comes back in, they'll want to make sure all the rules are complied with, so all the tax rules
will be complied with in the form of a dividend or whatever it is.
As you can understand, Mr. Szabo, with the way these deals are constructed through
intermediaries, nominees, and shell companies, it is a challenge. But many of the transactions
are in the millions and multi-millions of dollars as well, which makes it simpler in one sense
but more complicated in another.
Mr. Paul Szabo: Thank you.
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The Chair: Are there any further questions? Mr. Abbott.
Mr. Jim Abbott: I'd like to follow up on what Mr. Bevilacqua was asking. Perhaps I have a
slightly different angle compared to where he was coming from.
• 1005
On exactly the same issue, I find it troublesome that the figure of $5 billion to $17 billion is
used. That isn't exactly precise. Then, in response to the questioning of the chairman, we hear
you may have to add more resources. Again, that's kind of a blank cheque.
With respect, Mr. Cullen, you've said the government has done a lot of consultation, and that
this is the reason it has taken two years to get to this point, and all the rest of that kind of thing.
When there are agencies in the world that are comparable to what we're setting up right now,
and ones that have a track record, help me to understand why the government can't give a
straight answer.
I'm sorry. Let me rephrase that.
Help me to understand why the government is incapable of giving an accurate answer to the
finance committee about where we are going in terms of dollars and cents in order to be able
to fund this. Why should we not believe that in fact the government doesn't know where it's
going as far as the funding is concerned?
Mr. Roy Cullen: First of all, I think we do know where we're going. I said money in budget
2000 was allocated to the RCMP in addition to earlier money, as Mr. Deacon pointed out. The
budget for the centre will be in the vicinity of $10 million to $15 million. The estimate for the
extent of money laundering in Canada is not terribly accurate because we don't really know
how much money laundering is in fact going on in Canada. We have our own suspicions that
there is a lot more than we're comfortable with.
The Chair: Is that based on a hunch?
Mr. Roy Cullen: It's based on a hunch, yes. As the centre is developed and put in place and
we get better at it, we'll be making assessments as we go. But to launch the centre, I think
we're in pretty good shape.
Maybe Richard or Mr. Intscher could expand on that.
Mr. Horst Intscher: In terms of the appropriate size and resource level for the centre, we've
looked at a number of other agencies that have a similar mandate. It's difficult to compare
them, because all of the agencies have differing mandates and different ways of performing
their functions. In some cases, many of the analytic functions that this centre will be
performing are located outside or are conducted partially outside. In some cases, the disclosure
regime is very light because there are lower privacy concerns than we have.
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Given the nature of our mandate and the relationship that we are required to have under this
bill with other agencies that would receive our information, we are fairly confident that we can
establish an appropriate analytic capacity in the range of somewhere between $10 million or
$15 million per year. The transition team is working on this as a matter of considerable
priority. It is trying to work out what the systems requirements are to process this kind of data,
and what kind of analytic capacity needs to be put in place. Within a few months, we hope to
be able to give considerably more precision than we are able to now.
Mr. Jim Abbott: But let's take off a bunch of zeros from the $10 million to $15 million—and
I don't find a lot of comfort in those figures, even with that range. You have a basement and
you've just finished working in the basement of your home. Somebody comes along and says
they'll do the flooring and they'll put down a rug for you for somewhere between $1,000 and
$1,500, more or less, and they hope they're right. How comfortable would you feel in signing a
work order like that? This is effectively what you're asking.
If you're not asking the government, you're certainly asking the opposition to say everything's
fine, and that you think it's going to be here but it might be there. Shouldn't Parliament be
apprised of something with more precision and accuracy than what you think, hope and like,
or something that's going to be in a range suffering a 50% variance and “Oh, by the way, it
might be more”? This really isn't all that terrific, is it?
Mr. Roy Cullen: Well, Mr. Abbott, the department right now is consulting with all the
stakeholder groups to develop the guidelines more fully and to set in place the reporting
mechanisms and reporting requirements. Over the next few months, as Mr. Intscher said, we'll
have a more precise figure in terms of the budget levels that will be required for the new
centre. I apologize, but we don't have that precision right now.
• 1010
Mr. Jim Abbott: Can we hope that prior to this going back to the House for third reading,
when we are going to be asked to vote on this, we will have far more precise numbers that we
can hold the government accountable for? Right now the government is not being held
accountable with this very broad range of numbers you're providing to us.
Mr. Roy Cullen: Depending on the timing and when we come back, I will provide whatever
information I can in terms of a clear definition of costs. We'll probably have the operating
costs nailed down, but in terms of the information technology infrastructure, I'm not sure if
we'll have it at that time. It depends on when it comes back. I'll certainly be willing to share
whatever information we have at that time.
Mr. Jim Abbott: Thank you.
The Chair: Isn't the real answer that we have to start somewhere? You need to have a base of
resources to start, and then they will either go up or down, depending on the requirements
placed upon the agency or others.
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I guess this is an amount of money you think is more or less reasonable to start with, but it
may actually go up, or if there isn't much business, it'll go down.
Mr. Jim Abbott: May I suggest it'll take about a month to get a renovation project done on
your basement?
Mr. Roy Cullen: Your point is well taken. We don't have a mandatory reporting regime now.
This is a whole new ball game, so we'll be developing the accuracy in more detail in the next
few months. This committee will also have more consultations. It might provide some advice
that could change their resourcing requirements.
With respect to that process, we don't want to come out with a finite budget and then go
through the charade of a process. Some policy issues may be raised that need some attention.
The budget of the centre will obviously come back to Parliament and this committee.
The Chair: Fair enough.
Mr. Marceau, followed by Ms. Leung. They will be the two final questioners.
[Translation]
Mr. Richard Marceau: Mr. Cullen, could you or could one of your colleagues tell me
whether the transaction reporting requirements provided in bill C-22 are going to result into
additional costs for individuals and entities which are going to be subject to them? Would
there be some way of ensuring that the costs, actual or alleged, which the banking system will
have to meet won't be passed on to each one of us as clients?
In other words, since banking fees are already quite high, could we make sure that the costs
which are going to result from those new requirements will not be passed on by the banks to
their customers, so that, at the end of the day, everyone of us will not have to pay higher fees
because of the implementation of those new measures?
[English]
Mr. Roy Cullen: Right now the banks and most financial institutions are doing this on a
voluntary basis. The costs of their training, the internal collection of information, and internal
reporting are already being borne by the banks. There'll probably be an additional burden. We
don't see it as being that significant, but it will be the banks' cost burden. With their massive
profits, I'm sure they'll have no difficulty absorbing that. We can't really deal with that through
this act.
Does anyone else wish to expand on that?
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Ms. Sophia Leung (Vancouver Kingsway, Lib.): Assuming you confiscate laundered
money, will the proceeds go to general revenue or to the centre? That's assuming you have
some income.
• 1015
Mr. Yvon Carrière: The act provides that any money that's confiscated constitutes proceeds
of crime and is therefore treated as proceeds of crime. There's the Seized Property
Management Act, which provides for possible sharing between levels of government or
foreign governments, if they have participated in the actual confiscation. Of course, none of
that money goes to the centre directly or indirectly, except through the general revenue and the
budget process.
Mr. Roy Cullen: It goes to the parliamentary secretary.
Ms. Sophia Leung: I thought it went to Parliament.
Voices: Oh, oh!
The Chair: Mr. Saint-Denis.
Mr. Paul Saint-Denis (Senior Counsel, Criminal Law Policy Section, Department of
Justice): I have an additional point. The Seized Property Management Act to which my
colleague referred contains a provision that created a proceeds-of-crime account as part of the
general consolidated revenue. So all of the proceeds that are confiscated eventually end up in
that proceeds-of-crime account. After that, there is a partitioning. Some of the money is shared
with people who have contributed to the investigation or the prosecution and some of that
money is then returned to the government, to the general account.
Ms. Sophia Leung: Thank you.
The Chair: Mr. Pillitteri.
Mr. Gary Pillitteri (Niagara Falls, Lib.): Thank you very much, Mr. Chairman.
I had a question on confiscation of property that was answered. I represent Niagara Falls and I
think I'm not immune to knowing what laundering is. Of course, nowadays it's money
laundering and we're looking at many ways. The number one principle is with the narcotics.
Are we going to be confiscating laundered money that comes from narcotics? Do we appraise
that as being the property of the government in using that? Are we condoning in any way that
the agency will have the power to use some of this money, knowing where it comes from?
Mr. Roy Cullen: I want to answer that just before I turn to Mr. Carrière on the question of the
proceeds of crime.
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In terms of the money coming across the border through Canada Customs, let's say, there will
be a mandatory reporting requirement. If you're coming across with $15,000 in cash or some
monetary instruments, you'll be required to declare that. If you don't and it's discovered in your
luggage or in your car or something, if it's over the reported amount, as I understand it that
will be seized.
A person could make a case later that the money was not from the proceeds of crime or was
not laundered money. If they're successful in making that case, I believe the money is returned.
Otherwise it's confiscated. I suspect the same rules that apply to the proceeds of crime that Mr.
Carrière described would apply.
Mr. Gary Pillitteri: I'd like to follow up on that. Living in a cross-border community, we're
crossing back and forth. We're not asking the people crossing and coming over to Canada or
vice versa how much money they have with them. People are not asked whether they are
carrying any cash, any money. I don't think we're looking to more open borders. As a matter of
fact, I'm going to a conference tonight called “More Open Borders: A New Smart Way to do
Customs and Immigration”.
Do we intend to make it more mandatory to ask certain questions? Here we are; we're trying to
get the Americans to remove section 110 from the Immigration Act so that we don't have the
lineups across the borders. Now I'm being told that one of the questions that could be asked is
how much they're bringing across. If we're trying to have more of an open border, a more open
community with the Americans...
Mr. Roy Cullen: Mr. Pillitteri, as I mentioned at the outset, one of the great advantages with
Canada and the United States is this open border. By the same token, it creates other
challenges. At this moment, for example, I understand that in the United States you have to
declare if you're bringing in any cash or monetary instruments.
The bottom line is that this act, this law and the regulations that accompany it, will make it
mandatory to report if you are carrying with you on your person around $15,000—the level
hasn't been firmly established yet, but let's say around $15,000—because people could be
moving laundered money into Canada and we want to stop that.
• 1020
Mr. Gary Pillitteri: As I understand it, I think it's anything above $10,000 right now that one
has to report, and this becomes recorded after $10,000.
Mr. Roy Cullen: That's U.S. dollars.
Mr. Gary Pillitteri: U.S. dollars, that is.
But I'm kind of worried, because I have Niagara Falls and casinos, one casino and now a larger
one coming on, and today some business people travel with much more than that. I wonder if,
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instead of expanding and opening up the borders and making it more feasible for people to
travel across the country, something like this is not really hindering that.
I've just come back from Europe, and this has gone by the wayside in Europe in crossing
borders within the European Common Market. What are we coming up with? Is this archaic
legislation going backwards rather than going forwards?
Mr. Roy Cullen: I'm not sure it's archaic; I think we're coming into conformity with other
countries. But regarding the EU, it has become one big area.
Mr. Lalonde, do you want to expand or comment on that?
Mr. Richard Lalonde: Sure.
The justification, of course, is that in strengthening our domestic regime with mandatory
reporting, having plugged that hole, we simply do not want to push the problem to the border
and have money laundered down in the United States. So it becomes incumbent upon us to
introduce a cross-border declaration regime.
It is very much like in the United States as well. It's not designed to impede the free flow of
capital, and certainly we don't want to do that. This regime has been designed not to do that.
It's very much like the regime we now have for the crossing of goods across the Canadian
border, whereby Canadians and others must declare goods entering into Canada.
It may be as simple as ticking an additional box as to whether or not you are carrying currency
and monetary instruments above a certain threshold. The threshold we have in mind, as Mr.
Cullen has indicated or is proposing, is $15,000 Canadian, which is roughly equivalent to the
American threshold.
Down the road, there may be some cost savings we can achieve by cooperating at the land
border crossings with the United States. As they're already collecting this information, perhaps
there are some synergies here that we can obtain, ergo the reason we're proposing this kind of
threshold.
Mr. Roy Cullen: But I think too, Mr. Pillitteri, the threshold is fairly high. I know there are
some wheeling-and-dealing gamblers, but let's say it's $15,000. And maybe the officials could
clarify this. If it's over $15,000, if $15,000 is the number that's settled on, they will be required
to report it. If they report it—maybe the officials could answer this—if it is someone who's
bringing money across to go to a casino, what circumstances would apply then if they were
able to convince a customs officer that they were going across to the casino to gamble with
$15,000?
Mr. Yvon Carrière: I just want to state that there's no prohibition against carrying more than
$15,000. All there is, is a form on which you report the fact that you are crossing the border
with $15,000. Once that's done, there's absolutely no further requirement or limit.
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Mr. Roy Cullen: The problem develops if a person is carrying more than $15,000 and they
don't tick a box on the form. If they say they're carrying more than $15,000—correct me if I'm
wrong—that's all that happens. That transaction is then reported to the centre, is it not? But as
far as—
Mr. Gary Pillitteri: Mr. Cullen, with all due respect, I would like to get rid of those papers
with the boxes on them. That's what I'm intending. That's where the rest of the world's going,
and that's what my intent is, to see it go that route.
Any time one carries money from one country to another, as soon as he has to enter an amount
and check off a box, all of a sudden he becomes a suspect, he becomes someone you have to
look at. You become a number of an investigative block—
Mr. Roy Cullen: Yes, but not really, because it would be mandatory reporting, but if it comes
to the centre and there's no suspicion of money laundering, that would be where it dies.
Mr. Carrière, would you like to expand on that?
• 1025
Mr. Yvon Carrière: Yes, on perhaps two things.
First, the centre will favour electronic reporting as much as possible. There might be a way to
work in some type of electronic reporting in certain cases and certain circumstances.
I also would point out that the act does provide for authority to enter into agreements with
governments of foreign countries for the exchange of information in certain cases, which
might avoid having to make two reports—one when you're leaving Canada and one when
you're entering the U.S., for example. That way we would reduce the paper burden we're
alluding to.
The Chair: Thank you, Mr. Pillitteri.
Mr. Cullen and officials, on behalf of the committee, I'd like to thank you very much. Of
course, if we need further help you may be called back to clarify some points. We'll be
needing your help during clause-by-clause, so we look forward to seeing you again.
Again, I apologize for the room, but there isn't much we can do about that.
Have a good day.
The meeting is adjourned.
The Chair (Mr. Maurizio Bevilacqua (Vaughan—King—Aurora, Lib.)): I'd like to call the
meeting to order and welcome everyone here this morning.
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As everyone knows, the order of the day is Bill C-22, an act to facilitate combatting the
laundering of proceeds of crime, to establish the Financial Transactions and Reports Analysis
Centre of Canada, and to amend and repeal certain acts in consequence.
For those of you whose first time it is appearing in front of the committee, we usually give our
witnesses anywhere between five and seven minutes to make their introductory remarks, and
thereafter we engage in a question-and-answer session. Today we'll have a ten-minute round,
which means each individual asking questions will have ten minutes.
• 1110
We have representatives from the following organizations: The Credit Union Central of
Canada; Certified General Accountants' Association of Canada; Canadian Life and Health
Insurance Association Inc.; and the Public Interest Advocacy Centre.
We will begin with the Credit Union Central of Canada, Mr. Brian Topp, vice-president,
government affairs. Welcome.
Mr. Brian Topp (Vice-President, Government Affairs, Credit Union Central of
Canada): Thank you very much, Mr. Chairman. It's a pleasure to be here. Thank you for
inviting us.
I'll give a brief introduction. Credit Union Central of Canada represents credit unions across
Canada, except in the province of Quebec. Our system manages $56 billion in assets, Mr.
Chairman, and we have 4.3 million members. Our sister organization in Quebec, the caisses
populaires, manage another $76 billion in assets and have 6 million-plus members. It might
interest you, Mr. Chairman, to know that per capita the largest co-op banking sector in the
western world is in Canada. One out of every three Canadians is in a credit union or caisse
populaire.
Pertinent to some of the comments I want to make today, the credit union system, Mr.
Chairman, is the lead or one of the top three business lenders in every province in western
Canada, and our sister organization in Quebec is the top business lender in Quebec.
Mr. Chairman, credit unions have no interest whatsoever in being party to money laundering
crimes. We support the thrust of the legislation. We have a compliance agreement with the
RCMP signed long ago. Credit unions have worked to comply with Bill C-61, which was
passed in 1989, and we've worked to comply with Bill C-9, which was passed in 1991, and
we're going to try to comply as best we can with Bill C-22.
My purpose in talking to the committee today is to raise a few operational issues to make sure
that this new approach works for the government, for the justice system, and for us.
The first point I want to make, Mr. Chairman, is that clauses 7 and 9 establish in very broad
strokes—the bill overall is written in very broad strokes, as I'm sure the committee is aware—
some definitions of what's required to be reported. It's necessary to read the consultation paper
on what that means to understand what the government is getting at with these clauses. It
seems pretty clear from the consultation document on the regulations that what the
government has in mind is receiving a report from institutions taking deposits on every cash
transaction of $10,000 and more or any wire transfer of $25,000 or more. Mr. Chairman, this
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is a very wide net that is being cast on transactions that are going to be required to be reported
under this act. It's a pretty significant change from the status quo.
It is possible, based on the plain meaning of the words that we have before us so far, that this
is going to include a number of transactions that on the face of it are clearly not in any way
associated with money laundering crimes. For example, cash deposits from big-box retailers,
the local Wal-Mart, cash deposits from high-volume restaurants, a cash deposit from a farmer
who has done a bunch of harvest sales, a restaurant or a bar or a retailer who is having a great
Christmas or a great season, maybe a big church fundraiser—a whole bunch of potential cash
transactions would appear in the plain meaning of the words before us to be captured in the
regulations in the bill here.
Mr. Chairman, some would have it that this doesn't pose a problem for the federal government
because the federal government is going to invest a significant amount of money in FTRAC,
the office that's going to manage these transactions. I'm told that they could handle up to 100
million transaction reports in a year, and that's reassuring. It tells us that the government would
be able to handle all of these reports. But unfortunately nobody's buying the credit union in
Sturgis, Saskatchewan, a new computer. As a result, we are concerned that credit unions are
going to be required to report an awful lot of transactions that clearly cannot have anything to
do with money laundering transactions.
The first point I want to make is that it might be helpful if the committee recommended that
the government consider exempting obvious exemptions from the reporting requirements set
out in the bill and in the consultation regulations that are before us. In the alternate, perhaps
the government could consider a regime in which members who are going to make regular or
predictable deposits could report once, saying, “We are planning to make x number of deposits
in the future.” As a result, this would reduce the number of reports we have to make.
Mr. Chairman, the second point I want to draw your eye to is that clause 97 of the bill is a
consequential amendment to Bill C-6, which expands privacy regulations and is currently
before Parliament. It's a necessary amendment, because otherwise there's a fairly glaring
conflict between the tough privacy approach in Bill C-6 and the very wide disclosure
requirements in Bill C-22 that I've just spoken about. Because that amendment is there,
federally chartered financial institutions are protected. Bill C-6, as it applies to our friends, the
banks... they are going to be whole because of this amendment. But I draw your eye to the fact
that credit unions and caisse populaires are provincially regulated. Bill C-6 is basically going
to drive all provinces to adopt comparable legislation within the next three years. In the event
that a similar exemption or amendment is not included in the provincial legislation, there's a
potential conflict between privacy legislation and Bill C-22.
• 1115
In order to avoid having this stuff litigated in the courts, I think it would be helpful if the
committee urged the government to coordinate carefully with provinces to make sure that
existing provincial privacy legislation... As an example, there is very strong provincial privacy
legislation in the province of Quebec right now, and there's mandatorily going to be provincial
legislation in every province within three years. There's no contradiction between that regime
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and Bill C-22, with the result that we don't end up in a conflict between our provincial
regulators and this bill.
The third point I want to make is that Bill C-22 casts a pretty wide net here, and it's not the
only project coming out of Parliament to cast a wide net. As a case in point—and I'm not
critical of the initiative but just drawing your eye to the operational consequences—Industry
Canada is consulting about a pretty major increase in the amount of detail they want to see
reported from financial institutions about small business lending.
When we add it all up and look at the potential paper burden that's going to be imposed by this
bill, and the record-keeping, plus some of the other potential consequences of financial
institution reform that's coming, the result would seem to be that we're going to come out of
this session with a pretty significant increase in the reporting requirements to the federal
government. In our system, which is very decentralized, the reporting requirement is going to
fall directly on credit unions, some of which are quite small.
I think it would be helpful for the committee, because we're focusing on this bill today, to
recommend that a good deal of attention be invested in making reporting as simple and
inexpensive as possible, and preferably that reporting is possible through our existing
computer systems without requirement for major new investments or re-engineering. The
optimal solution would be a nice, simple, clean Internet interface, and it wouldn't be bad if the
committee urged other federal departments overall to converge on that simple approach to
limit the compliance burden, which is becoming fairly significant.
In the interests of time, I'll just allude to a few operational issues that I think are interesting
and that are going to merit talking carefully to the department about as the regulations are
developed.
For example, I draw your eye to clause 6, which prescribes in very general terms the kind of
record keeping that financial institutions would be required to undertake, and we learn a little
bit more about what the government has in mind.
In the consultation booklet, we see, for example, on page 10, a requirement that whenever
somebody deposits $10,000 or more in cash, a statement be signed by the individual. Mr.
Chairman, that will be impossible if the deposit is made at an ATM. So there are some
operational issues, and they're going to need to work on the details of how this is going to be
implemented.
To summarize, the bill casts a very wide net indeed, and perhaps unnecessarily so, on the
kinds of transactions that will have to be reported. I think this can be managed reasonably well
by coming up with a good exemptions list or by looking at that one-time report I alluded to.
There are some potential conflicts with existing and future provincial privacy legislation, and
we would urge the government to head those off in advance. This is a piece of the puzzle in
significant new reporting requirements, which I think need to be carefully studied
operationally to make sure they're not overwhelming, especially for a small credit union. Do
think about the good folks in Sturgis, Saskatchewan, and try to keep the reporting burden
down.
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Finally, there are clearly some operational issues, like this ATM issue I'm flagging, that we're
going to need to work through with the government once this is in place.
Other than that, it's a good bill.
The Chair: That's encouraging. Thank you, Mr. Topp.
We'll now hear from the Certified General Accountants Association of Canada, with Everett
Colby, Dawn McGeachy, and Mark Boudreau. Welcome.
Mr. Boudreau.
Mr. Mark Boudreau (Vice-President, Public and Government Relations, Certified
General Accountants Association of Canada): Thank you, Mr. Chairman.
First, I would like to thank you for having us appear before the committee today. With me is
Dawn McGeachy, from our professional affairs department, who is a certified general
accountant and a fellow associate from the Credit Union Institute of Canada; and Everett
Colby of Colby and Associates. He is also an accredited litigation accountant and a certified
fraud examiner.
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Just briefly, the Certified General Accountants Association of Canada is a prominent,
respected, self-regulated, Canadian professional body responsible for the education,
certification, and professional development of over 60,000 certified general accountants and
CGA students in every constituency in our country.
We're going to keep our remarks brief, Mr. Chairman, to about five minutes. I know members
of the committee have a copy of our presentation, and I have brought extras if people require
or would like them.
I'll turn it over to Mr. Colby.
Mr. Everett Colby (CFE, North American Forensics Accountants; Owner, Colby &
Associates): Thank you, Mr. Chairman.
We're pleased to advise that in principle CGA Canada supports the initiatives contained in the
proceeds of crime money laundering act, Bill C-22. However, I wish to cover three specific
concerns our association has with the bill.
We recognize that money laundering and the cross-border movement of proceeds of crime is
becoming increasingly difficult to deter and detect and that traditional means of investigating
these activities are proving less effective. The proposals will provide Canada's law
enforcement agencies with the tools they need and access to valuable data that they may not
otherwise be able to obtain.
First, we recommend that the ambiguous wording contained in part 1, clause 7, relating to the
requirement to report suspicious transactions be revised to more properly reflect the true
intention, which came out at preliminary discussions we had, that it would apply to a
professional who is involved in the business of transacting the moneys—actually involved in
the transaction.
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Our analysis of the backgrounder to this legislation as well as the consultation paper has
identified the potential misunderstanding that entities and individuals acting as financial
intermediaries, such as lawyers and accountants, will be required to report any financial
transactions that they have reasonable grounds to suspect are related to a money laundering
offence merely by becoming associated with the information.
The current reading in the consultation paper is as follows: Section 7 requires every person or
entity subject to part 1 to report to the centre every financial transaction where there are
reasonable grounds to suspect that the transaction is related to money laundering.
Thus, the current wording would seem to indicate that a professional, during the course of
their activities—such as when preparing financial statements—might be responsible for
making a report, rather than, as was explained to us during our consultation with the working
group, those who are involved in the actual movement of the money. It is not just simply by
virtue of being associated with the information.
Secondly, we're concerned with the receipt and management of information being provided to
the centre. The bill does not provide for the establishment of regulations regarding criteria for
determining what are reasonable grounds to suspect money laundering. Rather, the
consultative paper states that the centre will develop guidelines to assist reporting entities to
identify characteristics and circumstances that might lead to a determination of reasonable
suspicion. The paper further states that the information to be contained in these reports and the
means by which the reports are to be transmitted to the centre will also be prescribed by
regulation.
As this leaves much to the unknown, we are left with the impression that something will now
be designed, it will then be imposed, and we will have to trust that the reporting system will be
an efficient and cost-effective process. We would like to see the role of the centre be more
clearly defined and that comprehensible information be provided to the Canadian public
regarding the accountability of the centre.
Although clause 55 addresses where disclosure by the centre is prohibited, we do not believe
the centre should be immune from prosecution in the event the information it provides to law
enforcement agencies or others proves to be in error or slanderous.
Additionally, while we agree that the centre should be authorized to provide information to
law enforcement agencies, we are alarmed that they are also permitted to disclose this
information to the Canada Customs and Revenue Agency, the Canadian Security Intelligence
Service, and the Department of Citizenship and Immigration.
• 1125
Subclause 55(3) states that the centre must first determine whether it has reasonable grounds to
suspect that the information would be relevant to investigating or prosecuting a money
laundering offence before disclosure can be made to these other authorities. However, the bill
does not state what constitutes reasonable grounds to suspect that the information would be
relevant.
What springs to mind is data mining, and the safeguards proposed for the release of
information appear at this point to be weak. There are no provisions for third-party review of
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decisions prior to the release of information. Again, we are in a position of trusting that once
the regulations are developed, they will be palatable to the public.
To our association, the most distressing aspect of the proposed legislation is contained in
clause 62. This provides the power for representatives of the centre to enter and seize
documents from a professional's office without the need of due process. We find this highly
intrusive. It also raises the question of whether the legislation is contrary to the provisions of
section 8 of the Canadian Charter of Rights and Freedoms, which provides that everyone has
the right to be secure against unreasonable search and seizure.
While the creators of the centre seem to have gone to certain lengths to ensure that the
perception of protection of individual privacy is maintained, a warrantless search of a
professional's office seems to violate the same principle of privacy. There is an expectation by
the public that an accountant enjoys privilege, much as exists in a lawyer-client relationship.
While such is not the case, it is reasonable to expect that a client's file should not be freely
available, thus making receipt of a warrant prior to entry a mandatory part of the process, a
natural conclusion.
On behalf of CGA-Canada, I would like to thank you for your time here today. For further
details on our association's viewpoint, please refer to our written submissions. Thank you.
The Chair: We'll now hear from the Canadian Life and Health Insurance Association Inc.,
with Mr. Frank Zinatelli, associate general counsel, and David McKee, associate general
counsel, Clarica Life Insurance.
Mr. Frank Zinatelli (Associate General Counsel, Canadian Life and Health Insurance
Association Inc.): Thank you, Mr. Chairman.
The CLHIA is the national association of life and health insurance companies, representing
over 80 member companies that account for over 90% of the life and health insurance business
in Canada.
With me today is Dave McKee, associate general counsel of Clarica Life Insurance Company,
who is also chairman of the CLHIA working group on money laundering regulations.
The life and health insurance industry has appeared before this committee several times over
recent years, and we welcome these important opportunities to discuss significant issues in the
financial services sector. It is in a spirit of constructive cooperation that we offer today our
thoughts and observations on Bill C-22 and the proposed amendments to money laundering
rules it contains.
I would like to note that as the review of these proposals proceeds, my industry colleagues and
I are at your disposal to make further contributions to your committee's work on these matters
in whatever way you might find most useful.
Very briefly, let me indicate that the industry generally supports the proposals contained in
Bill C-22, and we support the need for a strong regime to allow law enforcement agencies to
combat money laundering. I would like to point out, however, that we do have some
recommendations regarding the application of the act.
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Specifically, we would note that, as written, the act does not cover independent insurance
agents or brokers, otherwise known as financial services intermediaries. The result of that is
that while life insurers and their employees have express duties and obligations under the
act—for example, to obtain client records, to verify the identity of a client, to make suspicious
transaction reports—the independent intermediaries do not. In fact, it is these intermediaries
who will have the most direct knowledge, perhaps the only knowledge, of facts giving rise to
reasonable grounds to suspect money laundering. We have raised this issue with the officials
working on the legislation, and we urged them to consult with the independent intermediaries
in this regard.
At this time I would ask my colleague Dave McKee to outline some of the steps the industry
has taken to fight money laundering and to comment on some of the issues raised in the
December 1999 consultation paper on proposed revisions to the money laundering rules.
Mr. David McKee (Associate General Counsel, Clarica Life Insurance; Canadian Life
and Health Insurance Association Inc.): Thank you, Frank.
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To begin, Mr. Chairman, I'd like to point out that life insurance companies look at compliance
with money laundering rules as an essential part of a company-wide compliance framework.
Let me first describe two examples of industry-wide steps taken to combat money laundering.
First, in order to increase awareness of life and health insurers regarding money laundering
rules, a few years ago the CLHIA issued a guideline manual in plain language. It discusses the
identification of suspicious transactions and, more generally, how insurers should comply with
anti-money-laundering rules. The guide also contains practical information for life and health
insurers. This book of guidelines was most recently updated in January 1999. For your
information, we've distributed copies, in both French and English, through the clerk of the
committee.
Secondly, the life and health insurance industry developed and in 1998 formally adopted
guidelines on screening life agents for suitability and reporting on suitability. These national
guidelines require, among other things, that life insurance agents and other life insurance
intermediaries must be reported to the relevant provincial insurance regulators by an insurer if
the insurer, following a company investigation, has evidence to support an allegation of money
laundering. Again, we have provided the committee with copies of those guidelines in both
French and English.
With respect to the proposals for new regulations described in the consultation paper, which is
designed to implement the new reporting requirements in the bill, the life and health insurance
industry has been working with government officials to ensure that those proposals are both
workable and appropriate.
We have raised some technical issues in relation to those proposed regulations. Our key
concern is to ensure that the new rules, as much as possible, do not disrupt normal business
practices of life companies. For example, the new regulations should not apply to life and
health insurance products where there is only minimal risk of money laundering activity—for
example, group insurance and health insurance.
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As another example, the new rules around verification of identity of an account holder,
especially with respect to corporations, should not be unduly burdensome for small business
people, who don't have ready access to their formal corporate records.
We look forward to continued consultation with the officials on these issues.
Thank you, Mr. Chairman. That concludes our opening remarks. We look forward to your
questions.
The Chair: Thank you very much.
For the final presentation, from the Public Interest Advocacy Centre, we have Philippa
Lawson, counsel. Welcome.
Ms. Philippa Lawson (Counsel, Public Interest Advocacy Centre): Thanks.
I am with the Public Interest Advocacy Centre. First, I'll just give you a bit of background on
PIAC. It's a national non-profit organization that has been around for 24 years, representing
the consumer interest primarily in the areas of public utility regulation and essential services,
including the financial sector. We've been increasingly involved in consumer privacy issues
over the past decade, and that's what brings us here today.
I'd like to begin by congratulating you and other members of Parliament on the passage of Bill
C-6, which we see as a long overdue set of rules to give consumers some control over their
personal information in the private sector.
I won't go into the importance of privacy. Suffice it to say that the right to privacy has been
recognized by the Supreme Court of Canada as essential to individual dignity, autonomy, and
freedom, and to the meaningful exercise of democratic rights.
Before you today is a bill that will significantly erode consumer privacy, individual privacy, in
order to achieve its goal of better detection, deterrence, and prosecution of organized crime.
This is a classic example of a clash between effective law enforcement on the one hand and
individual privacy on the other hand. Both are compelling societal interests: your job is to
ensure that any sacrifices of individual privacy made by Bill C-22 are fully justified.
Let me just highlight some of the ways in which ordinary Canadians will be affected by this
bill.
Because reporting is mandatory and failure to report results in significant penalties,
organizations can be expected to err on the side of overreporting. This likelihood is enhanced,
reinforced, by the provision of the bill that removes the individual's right to legal redress in the
event of unnecessary and damaging reporting as long as that reporting was done in good faith.
• 1135
Large amounts of confidential financial information about Canadians, much of it unnecessary,
will be collected by this new agency. Because organizations are required to make subjective
judgments about the suspicious nature of transactions, there is a disconcerting amount of room
for unnecessary and damaging investigation of individuals. Because so much of the collection,
use, and disclosure of personal information by the new centre is covert, innocent individuals
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will simply not be aware of investigations of them, which may be based on false or misleading
information, until it's too late and the damage is done.
In brief, this bill will establish a regime of systemic privacy invasion in the name of improved
law enforcement.
The first question you must ask, then, is whether the sacrifice of privacy is justified in a free
and democratic society. Is money laundering that big a problem? Are the existing tools we
have really inadequate? What's in this for Canadians?
Should you decide, based on the evidence, that we do indeed need a mandatory reporting
regime along the lines of Bill C-22, then you must ensure that this particular regime impairs
the right to privacy as little as possible.
On this point, I'd like to acknowledge the many protections included in Bill C-22 that serve to
limit the privacy invasions authorized under the new regime. These are things we like and we
support if you decide the bill is necessary: the establishment of an independent, arm's-length
centre to collect and analyse information; the requirement for judicial warrants in order for
police to access all but the most general information about suspicious transactions; limits on
the use and disclosure of information by the new agency to purposes under the act; making the
improper disclosure of information by the new agency a punishable offence; and, of course,
making the new agency subject to oversight by the privacy commissioner. These are all good
things.
We remain concerned, however, about the potential use of regulations to expand the scope of
privacy invasions under the bill. Much still has to be decided and determined by way of
regulation, and, as is so often the case, I think the devil here may be in the details.
We remain concerned about accountability within FTRAC, the new centre for data protection.
We remain concerned about whether FTRAC officials will be sensitive to privacy issues, and
we remain concerned about the lack of public awareness of this new regime. Will Canadians
be aware of what's happening, particularly behind the scenes, with their personal information?
We therefore recommend—and I have seven brief points here—that the bill require FTRAC to
designate an individual official within the centre, such as a privacy officer, who is responsible
for ensuring that the collection, use, and disclosure of personal information by the centre is
appropriately minimized.
We recommend that one of the qualities sought when hiring personnel for FTRAC is
sensitivity to privacy issues.
We recommend that a process be established to ensure that FTRAC officials, as well as those
in the private sector who are responsible for reporting—the clause 5 entities—are properly
educated as to the importance of minimizing the collection, use, and disclosure of personal
information to what is necessary under the act.
We recommend that measures be taken and resources be allocated by the government to
ensure public awareness of this regime, through preparation and distribution to clause 5
entities, for example, of brochures and informational materials for public consumption.
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We recommend that clause 5 entities be encouraged, if not required, for example, to place
stickers on their windows identifying themselves as reporting entities under the act, something
similar to the Canada Deposit Insurance Corporation model of public information.
We recommend that the five-year parliamentary review required under clause 72 of the bill be
made perpetual, that there be a continual five-year review, the same as exists under Bill C-6
right now.
• 1140
Finally, we recommend a continuation of the open public process followed to date with respect
to the drafting of this bill and the regulations under it.
Thank you very much.
The Chair: Thank you very much, Ms. Lawson.
We'll now proceed to the question-and-answer session. It will be a ten-minute round, and we'll
begin with Mr. Abbott, followed by Monsieur Loubier.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance): Thank you very much.
Welcome to all of you. We do appreciate the time that you've taken to share your ideas and
your expertise with us. I don't have a lot of questions. I think your presentations are very selfexplanatory.
I just have one very gentle challenge to Mr. Topp—and I mean in all seriousness that it's a
gentle challenge. I'm wondering about the example you used of the $10,000 limit vis-à-vis
ATMs. Perhaps we're unaware, but it strikes me that it would be highly unusual to be dropping
$10,000-plus cash into an ATM. In fact, if a person was regularly doing so, because it is
unusual, that would be a flag in and of itself. I wonder if you could comment on that.
Mr. Brian Topp: Well, you're quite correct. If somebody's dropping $10,000 through an
ATM, especially if it's in nice, crisp, old, and now withdrawn $1,000 bills, it would raise an
eyebrow somewhere in the system and would probably be reported as a suspicious transaction.
With respect, though, that's not what I was flagging. What I was mentioning is simply that
under the regulation about security required in the record-keeping requirements under the act,
such a deposit would be accompanied by a signature from the individual. I was simply
pointing out that as a technical proposition, a signature is not obtainable. When we get into the
going-forward detail of the regulations, then we need to be alert to those kinds of issues,
particularly given the penalties prescribed in the bill. We want them to be all executable.
Mr. Jim Abbott: The reason I gave you that opportunity to clarify is that some of the
representations that have been made to me—along with other editorial comment—have said
this is too far-reaching and that too many innocent people will be sucked into this vortex. As a
result, I appreciate your clarification.
Ms. Lawson, on the question of whether money laundering is that big a problem, as the
Solicitor General critic for Her Majesty's official opposition, I would suggest that I would
concur with the government, and that the opposition would concur with the government, that
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indeed it is that big a problem. This is therefore a very clear way of tracking illegal, illicit,
dangerous activity that is occurring within our community, and it is quite essential.
That having been said, I rather like your idea of, number one, the perpetual five-year review of
clause 72. I would be inclined to agree with that, as I think it would be very useful. It could be
either a perpetual five-year review, a sunset clause, or something that would cause future
parliamentarians to review this legislation in order to make sure we are keeping abreast of
whatever the new elements are that organized crime and other people are using.
I also would like to pursue the idea, as I understood it, of a kind of privacy commissioner
within the legislation. I wonder if you could expand on that a little bit.
Ms. Philippa Lawson: The idea actually came from Bill C-6, which sets out ten principles of
fair information practice, the first of which is accountability. That requires all private sector
organizations subject to the bill to designate an individual within their corporation or company
as responsible for the protection of consumer data, of the personal information they collect,
use, and disclose. The idea is just to apply the same principle to FTRAC, the new centre, and
therefore to require that there be an official within FTRAC who has responsibility for ensuring
that the collection, use, and disclosure of personal information in the course of the activities of
the centre is appropriately minimized.
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Mr. Jim Abbott: Would that satisfy your concern? In other words, if we are really suspicious
of this legislation and have serious reservations about this legislation, would the inclusion of a
capacity like what we just vaguely described as a privacy commissioner really satisfy the
deepest skeptic in regard to this legislation?
Ms. Philippa Lawson: Not at all, and I will admit that in the private sector scheme, one of the
main purposes of having that designated individual is that it's someone the consumer can go
to, can make complaints to, and can ask for access from.
In this scheme, of course, much of what's going on is covert; the consumer doesn't know
what's going on. So the advantages are more limited in this respect. It's also much more
important that the existing privacy commissioner have oversight over the regime, as he or she
does under this legislation. It's just one little step that highlights the importance of privacy. I
think it's more important that the individuals working within FTRAC are sensitive to the
issues.
Mr. Jim Abbott: But you can't legislate that.
Ms. Philippa Lawson: Exactly—and that's why we suggested what we did.
Mr. Jim Abbott: Your answer would seem to indicate, perhaps, that rather than inserting a
privacy commissioner, there should be more access for existing privacy commissioners—
access to the centre and to the information—so that there is an external overview. Wouldn't
that be more of an answer than just having an extra body there?
Ms. Philippa Lawson: That's already there. The privacy commissioner already has
supervisory powers. So we support that. To ensure that the centre has privacy in mind when
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it's doing its daily operations, we just thought it might help to have someone in charge,
someone responsible within the centre.
Mr. Jim Abbott: I'm just wondering about redundancy.
Ms. Philippa Lawson: The issue we're thinking of here is internal, not external, because the
existing privacy commissioner is external. He has investigatory powers and so forth, but he's
not necessarily going to know what's going on in the day-to-day operational basis. I think it is
important that internally there be some accountability.
Mr. Jim Abbott: Thank you very much, Mr. Chair.
The Chair: Thank you, Mr. Abbott.
[Translation]
Mr. Loubier.
Mr. Yvan Loubier (Saint-Hyacinthe—Bagot, BQ): Thank you, Mr. Chairman.
I agree with Mr. Abbott, but I would like to address the issue from a slightly different angle.
Ms. Lawson, you mentioned the importance of privacy and suggested that there be someone
responsible within the Centre. In money laundering, you are dealing with organized criminals.
In the drug market alone, $10 billion is laundered each year, in addition to 7 or 8 billion
dollars for other illicit activities. Criminals have a lot of means at their disposal to influence
the outcome of a situation.
If the Act is a bit too permissive, these people will be able to get involved in the normal
process. If there is an internal commissioner who acts as a privacy watchdog, you can imagine
that this person will be under significant pressure from organized crime. They have the means,
the tools. We call them the scorpions. These are people who wear white shirts and ties to work
and they influence many senior officials, police officers, lawyers and accountants.
Do you not think that not spreading this responsibility among all officials at the Centre, but
instead placing it all in the hands of one person, the privacy commissioner, could be dangerous
and that it would be a huge responsibility for this person, who would single-handedly take on
all privacy-related responsibilities?
[English]
Ms. Philippa Lawson: That's an interesting idea. First of all, the bill does make every
individual within the centre responsible by making it an offence to improperly disclose
information, so I think we have that there. We are simply proposing that there be one person
designated, for the reasons I've already explained, not to remove responsibility from any other
officials but just to have someone who is more responsible than anyone else, I guess, for that
issue, and who can maybe give seminars internally to their colleagues.
• 1150
I would also expect that if the nature of organized crime is as you described, probably the
identity of individuals working for FTRAC may need to be confidential or not public and not
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easily determined as to who is who and who is responsible for what within FTRAC. I don't
know if that addresses the concern you've raised.
[Translation]
Mr. Yvan Loubier: It would be difficult, because the individual you appoint as senior
complaints commissioner, for example, would receive complaints from citizens. So the
individual would necessarily be identified as the privacy watchdog. I'm just making this
comment off the cuff, because people who launder money are not choir-boys. They launder the
money primarily for criminal biker gangs. They have enormous means at their disposal. I think
it is rather delicate to place such a huge responsibility in the hands of your senior
commissioner without his being known. At some point, if he receives complaints, he will
necessarily be known, since he will play an official role and hold an official position.
I just wanted to make a comment on that. If I have understood the bill correctly, spreading the
responsibility out is very important: responsibilities are to be spread among all people, all
commissioners at the new Centre.
I have another question, this time for the chartered accountant. You talk about the services of
insurance intermediaries. Can you give us some examples that could complement the bill, that
could identify these intermediary services and that could make the bill more efficient in the
fight against organized crime?
[English]
Mr. David McKee: Yes, I believe that question is properly for me. The concern was that the
bill doesn't directly apply at this point to insurance agents, to insurance brokers, and I guess
potentially to other financial intermediaries and other aspects of the financial services, in that
in the absence of that... They're the ones on the front lines who would be most likely to have
suspicious transactions come to their attention. Thus, if they aren't obligated to report, there
are going to be suspicious events going on in the marketplace that don't get reported and
should be reported.
Having the obligation just on the financial institution itself isn't going to get the job done,
because those issues aren't going to necessarily surface to the attention of the head office of the
financial organization.
[Translation]
Mr. Yvan Loubier: Thank you, Mr. Chairman.
The Chairman: Thank you, Mr. Loubier.
Mr. Cullen.
[English]
Mr. Roy Cullen (Etobicoke North, Lib.): Thank you, Mr. Chairman.
Thank you to all the presenters. I have one question for each of you, if I may.
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Mr. Topp, you're probably aware that the bill provides for the exemption of certain reporting
transactions. The centre would make a determination and, through regulation, certain routine
transactions would be exempted. That's the process of consultation that's going on now.
I'm wondering if you have any advice on the types of transactions or the types of entities that
should be exempt. You mentioned, for example, churches: if a church would come to a credit
union and deposit an amount over the regulated amount, you were suggesting, I think, that we
should exempt churches. Could you expand on that or maybe give us the flavour of the kinds
of exemptions you would see as appropriate?
Mr. Brian Topp: You are quite correct that the bill opens the potential for an exemptions list,
but the regulations heretofore and in some of our discussions with the department would
suggest that there's some thought being put into not doing an exemptions list, that they're first
going to see what comes in and then work on an exemptions list in the future.
We would prefer an approach whereby we would anticipate some of the obvious and egregious
exemptions that are there. Probably the biggest volume is regular retail deposits in the retail
sector. I gave the example of a big-box retailer or a restaurant. I throw out the church example.
I don't know how many churches raise $10,000 in cash every fundraiser. Some of them do. A
big cathedral would. That's captured in the act. It's obviously not the volume issue; the volume
issue is in the business sector.
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It would seem clear that somewhere along the line pretty soon, unless the FTRAC is proposing
to accumulate an extraordinary amount of utterly useless information and keep it forever, and
keep the credit unions and other financial institutions generating enormous volumes of
reporting that will never be used, we're going to need an exemption list that exempts regular
deposits from retailers.
I threw out four examples that I think are good places to start: high cash volume retailers, high
cash volume restaurants that are making regular deposits, farmers at harvest time who are
engaged in routine transactions, and seasonal deposits from restaurants and bars, etc., that are
foreseeable. That's a good place to start.
Mr. Roy Cullen: I take your point and I'm glad you raised it. Every time you do that, of
course, it creates an opportunity to exploit openings in the system, but I take your point.
I'd like to refer a question now to Mr. Colby. You mentioned that the intent of the act is that
it's only if accountants are involved in a money laundering activity. I think you make a good
point that maybe we need to clarify that in the act. If an accountant in the conduct of a normal
accounting engagement or audit engagement comes across something that looks suspicious, it
would need to be reported. It would be an interesting idea, but I don't think it's workable. It
would put accountants in a pretty tenuous position. I appreciate that comment.
You mentioned search and seizure. The section I'm familiar with is clause 62, with respect to
accountants and professionals, which would be germane to accountants. It's only in relation to
a part. If there's a suspicion that some entity that is meant to be reporting under part 1 isn't
reporting, someone from the centre could go to that accountant's office, for example, and ask
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to see various records. My understanding is that they couldn't seize records, but they could
make copies of information.
I suppose, being the devil's advocate, that if the bill says certain entities must report, there
needs to be some way of establishing a way of acting on a suspicion that they aren't reporting.
You mentioned seizure, and seizure does not apply to that section. That's the way I understand
it. How would you suggest then that government ensure that there is compliance with part 1 of
the act if you don't do that?
Mr. Everett Colby: Well, we actually gave this some thought, because there was an
understanding that there does need to be some compliance measures. A suggestion is that,
similar to the Income Tax Act, which most accountants in public practice are certainly
accustomed to dealing with, a request be made in writing to provide whatever relevant
information was used. That would provide a report or, if they had suspicion from some other
source, they would be able to clearly identify to us what records they were seeking and could
in a sense make a written request for that information.
This is so broadly defined that if they suspect I'm not reporting, they can just come and look at
all of my records. It doesn't say it limits it just to those records that they have reasonable
grounds to believe, due to information they're getting from some other source, I might not be
reporting on. They could just decide to do spot audits to make sure that accountants are
reporting in general, without necessarily looking at any specific company.
Mr. Roy Cullen: I'm not sure that's how it reads there or that's the intent, but I hear what
you're saying.
Finally, Ms. Lawson, you mentioned that a five-year review of the act would be a beneficial
thing. A colleague opposite, Mr. Abbott, talked about that as well.
In clause 72 of the bill it says:
72. Within five years after this section comes into force, the administration... [of it
will] be reviewed by the committee of Parliament that may be designated
etc. Were you contemplating something else? Does this not do it for you?
Ms. Philippa Lawson: We were contemplating a perpetual five-year review. The similar
clause in Bill C-6 states that the act shall be reviewed every five years after it comes into
force.
Mr. Roy Cullen: I see. Thank you.
The Chair: Mr. Topp, did I hear you correctly? You wanted farmers exempted from the
provision?
• 1200
Mr. Brian Topp: I'm not proposing a general exemption for all farmers in all their
transactions. What I'm suggesting is that particularly larger, commercial farms, ones that are
engaged in direct marketing, would be an example of a business that could have a regular cash
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business in excess of the franchise. For such a member, if they're making regular deposits of
$10,000, $12,000, and $15,000 a month—
The Chair: Regardless of what they're growing?
Mr. Brian Topp: I'm just a simple banker, Mr. Chairman. Could you explain to me what
you're alluding to?
The Chair: I was just trying to make a point.
Mr. Pillitteri.
Mr. Gary Pillitteri (Niagara Falls, Lib.): Thank you very much, Mr. Chairman. I thought
you were going to lead right into me. I thought that was very appropriate.
Mr. Topp, maybe I can relate to what you said more than anyone else around this table, being
a businessman. I do know the problems we have to go through sometimes. As it stands right
now, anytime you make a deposit of over $10,000 in cash, you have to have that signature. I
think that is ludicrous, to say the least, because all you have to do is make a deposit of $9,900
and you don't require a signature; you don't report it. The only thing it does for me is make me
make two or three deposit slips. And sometimes for those people who only deposit, which they
do—they deal with a lot of cash—it creates more paperwork more than anything else. I don't
think that is really... because all of a sudden you are bunching together what you call a money
laundering element with regular business people.
I think as we have evolved and moved on as a society, those numbers are not really that hard
to come upon for some businesses, some restaurants, in just a day. Every day they do that type
of business. Actually, instead of getting out of the businessman's hair, I think we're getting
more into it.
When you talk about creating a list, and when we think that we have some 78,000 charitable
organizations, I wonder how many different churches we have in there and if there might be a
run on people trying to buy churches as an exemption so they will not be checked.
I'd rather not look into that. I'd rather look into finding some way in this bill, through people
like yourself, through lending institutions and chartered accountants, to come up with methods
and ideas so that instead of creating more work for that business person, and it's “all of a
sudden I hear that maybe we should have an individual who has that signing authority”...
Let me put it this way, business people are coming to a point where we have to scale down in
order to stay afloat. We don't have to create more jobs and more positions. We're trying to
scale down in order to stay afloat because of the expenses we incur. I wonder how we could at
this late stage make some amendments or corrections in this bill in order to accommodate
legitimate business.
I think we should be looking toward prevention, rather than trying to look at boxes of
individuals, what they do, and putting them into categories. I think we should be looking,
maybe within our regular system, to see who could be laundering, rather than taking a look at
individuals making deposits.
Let's be serious here. Anyone who is laundering money is not going to go and make a deposit
of $10,000. That's stupidity to say the least. In laundering money there are many more ways...
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If I can say, heck, I'll make two deposits instead of one, surely that individual has many ways
of getting around the banking system and legitimizing that money.
We have a world today that is open. Ladies and gentlemen, we're not looking at Canada by
itself. When you buy through the Internet, when you're buying and selling in smaller amounts,
you could be circling the globe and you could actually launder $10 million in 10 minutes.
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So I think what we've done here is just created a jungle of paperwork for legitimate business
people. I don't know if you have any answer to it.
Mr. Brian Topp: Mr. Chairman, it's an interesting “is it not true” question, which gives me an
opportunity to speak to a common theme in both that comment and the two questions I
received earlier. Remember, Mr. Chairman, that the reporting requirement is governed not
only by clause 9 of the bill but also by clause 7. According to the regulations, we are required
by clause 9 to report every transaction over $10,000, unless we achieve an exemptions list, and
we're also required by clause 7 to report any transaction that is in some way suspicious. So,
Mr. Chairman, in your example, if a farmer is growing products that are unorthodox and are
not approved by Her Majesty the Queen by right of Parliament, that's basically captured by
clause 7. So a lot of the potential leakage you're concerned about in an exemptions list is still
captured by clause 7 and the current practices of identifying suspicious transactions.
The point I'm making is that as we study how to go forward with the legislation—and this is
essentially your point—we should study how we can get rid of egregiously and obviously
inappropriate reporting that is simply going to generate a paper burden and unnecessary data,
which is a tough proposition in the credit union system, some of which are quite small.
I offered two ways to do that. One is an exemptions list, which I think is the way that seems
contemplated by the bill at the moment, although it's not clear there's going to be one. That
raises some of the definitional issues I think you're getting at and what happens if we create
loopholes here, although I'd argue they're captured by clause 7. As an alternative, I suggested a
regime in which perhaps you could get a one-time registration for someone who's reporting
regularly.
For an excellent wine grower in the south of Ontario who is doing $10,000 of business every
two weeks and is depositing that in registered accounts, his credit union could register that
transaction once, until it deviates in some way or until there's something else in the carefully
crafted guidelines, which I'm sure we're going to see from FTRAC soon, that would raise a
flag saying this is a suspicious transaction. Then on a going-forward basis we're not required
to report every cash deposit by every restaurant and every retailer that's before us, but you're
still capturing, hopefully, through the due diligence the bill so aggressively imposes on
financial institutions most of the transactions you're really interested in.
The Chair: Doesn't it make sense that since financial institutions are the ones receiving a lot
of money all the time, they should be doing that, or is it—
Mr. Brian Topp: I'm sorry, Mr. Chairman, I didn't hear you.
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The Chair: It's not far-fetched that because you're the recipient of a lot of money and various
types of deposits, the government would perhaps ask you to help with this...
Mr. Brian Topp: Mr. Chairman, we are happy to comply with this business. We are already
cooperating with the RCMP and with the existing federal legislation. In no way am I saying
that we don't want to assist in this issue.
What I'm drawing your eye to is that there may be an unintended consequence in the way the
bill and the regulations are currently shaped. You're going to be forcing us to report to you a
ton of information that is completely useless to the mission of the bill. That's the basic point. I
believe it could be easily managed in such a way that we don't incur a totally unnecessary
reporting burden while the government still gets all the data it needs.
The Chair: Your major point is that through exemptions we can achieve that.
Mr. Gary Pillitteri: He doesn't mean only that. What he means also is to have a list and in
effect to register once a year, Mr. Chairman. That way, as a legitimate businessman, he doesn't
have to report.
Mr. Brian Topp: There would be an exemption or a one-time report that was appropriately
framed so that unusual deviations or other suspicious circumstances would raise the flag.
The Chair: Are there any further comments?
Mr. Gary Pillitteri: No, Mr. Chairman. I think it's much more complex, and I don't think we
have the time. But I think a bit more work needs to be done on this.
The Chair: Mr. Boudreau.
Mr. Mark Boudreau: I think part of the problem is consistent with what we've seen with
government legislation over the last little while when we're asked to respond to something. At
no point did the department come to us and say, we have a problem. We've seen this in a
number of issues, and it's concerning us in the sense of what the accountants are asked to do or
not to do. They put something before us as opposed to saying, we have a money laundering
problem. What do you propose? How could we deal with the issue? They were well on the
drawing board when the legislation was coming down before we were even consulted on the
issue, as opposed to starting from the basic premise: Is there a problem in Canada? Yes. If so,
what do you want to do about it? How can the banks, ourselves, or anybody else who's
interested in this issue...
• 1210
We all agree that we want to help the government fight the problem at the end of the day. One
of the criticisms we have of the department is that they should come to us much sooner. As it
is, they say, “Here it is, folks” at the end of the day; “Is this going to work or not work?”
Mr. Gary Pillitteri: Thank you.
The Chair: Point well taken, Mr. Boudreau.
Likewise when industries do have challenges or feel perhaps that money laundering is a
problem in Canada, they could also approach the government and raise that particular issue.
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[Translation]
Mr. Loubier.
Mr. Yvan Loubier: Mr. Topp, your Credit Union Central of Canada is required, or rather it
can, at its discretion, provide reports on suspicious transactions. It is done on a voluntary basis.
Have you taken into account the number of voluntary declarations you have made? If yes, I
would like some numbers on that.
Mr. Brian Topp: By way of an example, Mr. Loubier—I am not here to represent the Caisses
Desjardins, but we can compare notes—I have seen that in the Desjardins system, which is
much bigger than ours, the number of declarations is about 358 for the last two years: 141 in
1998 and 217 in 1999. So there are about 200 to 300 cases per year, under the current system
where we are looking for truly suspicious transactions. But there is no doubt that the system
towards which we are currently moving will benefit transactions that did not come out. There
will be a substantial increase in the number of transactions reported.
Mr. Yvan Loubier: Do you have any idea what that represents in terms of an amount?
Mr. Brian Topp: No, but I could look that information up, Mr. Loubier.
Mr. Yvan Loubier: I think that would be important, because if there are no more declarations
than that on a voluntary basis, when calculations show that 17 billion dollars in dirty money is
laundered annually in Canada, there is a problem. I don't know your figures. You talked about
an average of 140 transactions by Desjardins each year, and there were probably some by the
other credit unions and banks.
Mr. Brian Topp: Something like that.
Mr. Yvan Loubier: That's it. It would be interesting to know how many there were in total
each year and what amounts were involved. If there were a couple of hundred, that totalled one
or two billion dollars, and 17 billion dollars in dirty money is laundered each year, we need
measures that are much more...
Mr. Brian Topp: With that question, you are assuming that the billions of dollars are being
laundered by the banking system. It is not at all clear that that is the case. There is already a
voluntary reporting system for all banks, caisses populaires and credit unions. There are
already two acts that govern these transactions and it is not at all clear that the billions of
dollars are being laundered by the banking system.
Mr. Yvan Loubier: I am not just talking about the banking system; I am also talking about
insurance institutions, financial intermediaries, etc. These declarations must be centralized
somewhere. I would be curious to know how many there were and how much they
represented. It would be interesting to be able to compare that to the estimates with respect to
dirty money that is laundered each year.
I do not think that Mr. Pillitteri's reference to the $10,000 limit is a problem. If the same
person makes four or forty $9,900 deposits each week, as you pointed out earlier, they become
suspicious transactions that must be identified under clause 7 of the bill. The $10,000 amount
is a limit. I imagine that there has to be one somewhere. If I remember correctly, $10,000 is
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the average amount for drug dealers in the markets in Montreal and Toronto. It is the average
weekly amount. Maybe that is why $10,000 was chosen, but I have no idea.
Mr. Brian Topp: What is interesting in his remarks is that he reminds us how easy it could be
to play with the rules. The very rules of the game that are in clause 9...
• 1215
Mr. Yvan Loubier: It's a question of judgment. As I said earlier, if the same person deposits
$9,900 every day in the same account, it is suspicious. I will give you the example of a
criminal biker gang leader who has a huge 20-room mansion, no known employment and a
huge bank account. In that case, it's a question of logic, of judgment.
Mr. Brian Topp: It's a question of judgment.
Mr. Yvan Loubier: Yes.
Mr. Brian Topp: You should not be putting in place new rules that are too strict if you cannot
come up with a way to manage them, because in the end it always boils down to a question of
judgment. In the end, claws 7 and 9 contain the true meaning of the Act. We cannot make a
huge investment in clause 9, which would provide us with a huge amount of data that is not
useful. In the end, what is at the heart of the bill is always having well-trained staff who
understand their obligations under the Act and who use their judgment.
Mr. Yvan Loubier: That would mean that for you clause 7, using judgment and reasonable
grounds to suspect would be enough, without the $10,000 limit.
Mr. Brian Topp: Look, it is...
Mr. Yvan Loubier: It holds accountable any person who chooses to let a transaction go
through even if he had reasonable doubts as to the origin of the funds.
Mr. Brian Topp: I think we understand the serious nature of the legislation and know that the
adoption of this bill will require considerable training for staff in the banking system and in the
credit unions throughout Canada to ensure compliance with the Act. We understand why the
government is introducing this legislation. The consequences are serious, but at the very least
we want to avoid wasting our time. That is more or less our position.
Mr. Yvan Loubier: Thank you.
[English]
The Chair: Mr. Gallaway.
Mr. Roger Gallaway (Sarnia—Lambton, Lib.): I just have one question. I know our
witnesses here have already studied this.
To Mr. Topp—and maybe someone else would like to respond—this bill creates a new agency
that purports to do a lot of things. In your opinion, will it work?
Mr. Brian Topp: I don't consider myself qualified to judge.
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Mr. Roger Gallaway: You should be in politics.
Would anyone else care to comment?
The Chair: He means run in Sarnia.
Mr. Roger Gallaway: We welcome all newcomers.
The Chair: Are there any further comments?
Mr. McKee.
Mr. David McKee: I'd likely give the same comment as Mr. Topp. I think that's an issue for
both the officials and the international forces that are at play around this legislation. They're
driving some of the obligations that are being imposed on Canadians under this legislation.
Ms. Philippa Lawson: If I might just add, that's the point of the five-year review—to see if
it's working.
The Chair: I have a very general question. There's no question there are challenges. Any bill
of this nature will create some challenges for government or for individual Canadians, but on
the whole, do you think it strikes the right balance between privacy, the administration of
business, and individual liberty and freedom on the one side, and combatting the laundering of
the proceeds of crime? Do you think it strikes a right balance, in general terms?
Mr. Topp.
Mr. Brian Topp: My first comment, Mr. Chair, is that in a way it's a little hard to judge. As
one of my colleagues at the table here has said, it's an unusually vague bill that leaves an awful
lot of its substance to regulation.
In a previous life I was involved in doing some of the legislative drafting in a provincial
legislature. Our law clerk at that time would have had a hard time with this bill because it
delegates so much of its substance to regulation. But maybe this is the new fashion in
legislative drafting. I won't comment on that.
If the regulations are carefully crafted and, as my colleague, Ms. Lawson, says, crafted in a
transparent manner, and if that is the way they're always going to be done, then potentially it
could work fine, bearing in mind the smallest detail, like the one I flagged about ATMs, to the
biggest picture of exactly what it is we're collecting here, how it's dealt with, and who uses it.
If that's all appropriately tuned as the thing comes into force, potentially it could be fine.
• 1220
Mr. Loubier mentioned some of the pressures folks are potentially put under by criminals. A
mandatory reporting regime, if it's carefully tuned and properly crafted, can be helpful in that
way, in the sense that it can remove some element of discretion from the system and thus make
the folks in financial industries a little less vulnerable to blackmail and pressure from
criminals. In that sense, you could argue it's a step forward.
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There are many potential troubles. There are some disturbing elements to the search and
seizure provisions that were underlined by a colleague at the table. I return one last time to my
obsession that it's an enormously wide net, as currently drafted.
I think, especially because the regulations are apparently being drafted concurrently and will
be tabled concurrently, the coming into force will be very quick. I'd urge the committee, at a
minimum, to flag some of the issues you've heard about today and you'll hear about in coming
days from the department, and take a careful look at those regulations, because they will
answer your question.
The Chair: Is there any further comment?
Mr. Colby.
Mr. Everett Colby: I have attended seminars given by police forces around the province of
Ontario dealing with this issue, and from law enforcement's point of view, they are extremely
happy about this because they do not perceive there being any great difficulty in obtaining
information from this centre, which is supposedly going to be accumulated there.
Understanding that it is one of the intents of the bill and there have been some safeguards
provided within the bill for the release of that information, those limitations do not appear to
be well communicated to law enforcement in general.
Additionally, the type of individual needed to staff this centre will have to be well trained in
the art and science of detecting and coming up with reasonable grounds of what constitutes a
criminal offence, such as money laundering. I hazard to guess that many of these individuals
will likely come from law enforcement backgrounds.
From the point of view of privacy and balancing, one would question the propriety. We've
seen other issues of tax departments releasing information inappropriately, and there may not
be a balance in favour of the individual consumer in terms of privacy, considering who's going
to be staffing the centre.
I have just two additional comments, slightly off topic.
Mr. Cullen, you spoke about seizure, and in clause 64, where it talks about privileged
documents and how they seem to be limited from the search, it stipulates that only applies to
privileged documents in a legal counsel's profession. In both my fraud investigations and
certain tax matters I work with, I often have files in my premises that are subject to privilege
because I'm acting on behalf of legal counsel.
There doesn't appear to be anything under these search provisions to protect privileged
documents that may be in my possession. It only addresses those in the possession of legal
counsel themselves.
We're certified general accountants, so as well as chartered accountants, we represent much of
the accounting body in Canada, and we would be a good source to consult when trying to
determine effective ways for reporting the activity that goes on through business.
Thank you.
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The Chair: Do you also cooperate with the RCMP and other bodies in referring what you
would consider to be...
Mr. Everett Colby: Are you asking if I'm in favour of cooperation?
The Chair: Yes.
Mr. Everett Colby: I'm in favour of fighting money laundering. My concerns stem more from
when we may be on opposite sides. I have worked in conjunction with law enforcement
agencies, and there has been no problem in sharing of information in that respect. It just
depends on whether or not I'm defending somebody who has been accused of money
laundering. I've faced potentially having to report information that came to my attention, in the
defence of this client, to a centre that was then free to disclose it to law enforcement that was
prosecuting him on the other side. So in that respect, I don't agree with the sharing that would
come as a result of this.
The Chair: Okay.
Mr. Cullen.
Mr. Roy Cullen: This has been a good discussion.
With respect to the earlier point, Mr. Colby, about search, certainly the intent—and maybe it
needs to be clearer—is that before an authorized person would come to an office to examine
documents, there would be dialogue. The agency would try to get the information in a most
cooperative way. It would be used as a last resort. Nonetheless, I hear what you're saying.
• 1225
Coming back to the other comment about the regulated amount, let's say it's $10,000. If
someone were continually coming under that amount—you know, $9,900 repeatedly—that
would under normal circumstances raise a flag of suspicious transactions. So the regulated
amount is not the end of it. It's a guide. It's a mandatory reporting, but the agency would be
required to look at suspicious transactions of any kind.
Mr. Brian Topp: That is precisely right: you can smurf. You can chop your money
laundering amount into pieces, which is the point you were making, and get under the
$10,000. Therefore it's a blunt instrument for capturing criminal transactions, but it will sure
suck in a lot of legitimate ones. That's the basic problem.
The Chair: Mr. Cullen?
Mr. Roy Cullen: No, I'm here to listen.
Ms. Philippa Lawson: Can I just make one comment in response to your question, Mr.
Chairman?
The new centre in this bill will be subject to the Privacy Act, which is a good thing, but we
have real problems with the Privacy Act in its current form. It badly needs to be updated and
strengthened. For example, if a consumer, an individual, is unnecessarily investigated and
suffers some kind of harm or damage, there's no recourse, no redress. There's recourse to the
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privacy commissioner to investigate and make a report on it, but he has no binding powers.
There's no consumer redress for privacy invasions.
The Chair: Are there any further questions? Seeing none, on behalf of the committee, I'd
really like to express to you our sincerest gratitude. As I said earlier, you always try to strike
the right balance. You've certainly given us a lot of food for thought, and we will certainly
take into consideration everything you've raised, with the view of always trying to improve the
bill.
Once again, thank you very much for your contribution.
The meeting is adjourned.
The Chair (Mr. Maurizio Bevilacqua (Vaughan—King—Aurora, Lib.)): I'd like to call the
meeting to order and to welcome everyone here this afternoon.
As you know, the order of the day is Bill C-22, an act to facilitate combating the laundering of
proceeds of crime, to establish the Financial Transactions and Reports Analysis Centre of
Canada, and to amend and repeal certain acts in consequence.
We have the pleasure to have with us representatives from the following organizations: the
Canadian Institute of Chartered Accounts, the Canadian Bar Association, the National
Criminal Intelligence Service from the U.K., and as an individual we have Dr. Mark
Zoccolillo.
As you probably know, you have approximately five to seven minutes to make your
introductory remarks, and thereafter we'll engage in a question and answer session. This
afternoon's session will have a 10-minute round.
We will begin with the Canadian Institute of Chartered Accountants: Mr. Ian Murray,
chairman, advisory group on anti-money-laundering legislation; and R. Simon G. Chester,
legal counsel. Welcome.
Mr. Ian Murray (Chairman, Advisory Group on Anti-Money-Laundering Legislation,
Canadian Institute of Chartered Accountants): Thank you and good afternoon.
Mr. Chairman, members of the committee, on behalf of the Canadian Institute of Chartered
Accountants we would like to thank you for allowing us to appear and provide input to the
government's proposed legislation to combat money laundering.
My name is Ian Murray, and I am a partner in the firm of KPMG. I chair an advisory group
established by the CICA to examine this legislation. With me today is Simon Chester, who is
legal counsel to the CICA.
As I think you know, we submitted a brief to the Department of Finance in February that
comments on the government's consultation paper on Bill C-22. As the basis for that
submission, the CICA drew on the work of the advisory group, which reviewed the
consultation paper along with the draft legislation and regulations. Our brief broadly supported
the legislation, but we believe it would benefit from some changes.
Our submission dealt with five areas that we want to focus on today: narrowing the scope of
the proposed legislation, defining suspicious transaction, addressing the duplication of
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reporting requirements, restricting powers of access to records, and broadening available
defences and protections.
The scope of legislation: I would like to repeat at the outset that the CICA is supportive of the
government's proposed legislation and its focus on financial intermediaries. We recognize the
importance of having an effective international regime to outlaw money laundering. We
believe that financial intermediaries who have direct involvement in financial transactions
should have primary responsibility for reporting suspicious transactions. We accept that when
a chartered accountant acts as a financial intermediary, he or she should have the same
reporting responsibilities as other financial intermediaries.
We understand that the legislation is intended to apply to professionals such as CAs only when
they are directly involved in a financial transaction, such as CAs who handle cash for clients
or who are in a general management position in a company. This focus is appropriate. Such
CAs should know exactly where they stand.
• 1535
We also understand that the reporting requirements of the legislation are not intended to apply
to those who are directly involved in financial transactions within their companies, for
example, internal auditors, strategic planners, tax accountants, and system managers. Nor are
they intended to apply to CAs acting in an advisory capacity only, essentially those who act in
a third-party role providing services to clients, such as auditors, forensic accountants,
management consultants, business evaluators, and tax advisers. Notwithstanding the intention,
we are concerned that the wording of the proposed legislation and regulations could be
interpreted to suggest that the profession as a whole could be subject to these provisions.
Paragraph 5(i) provides for part 1 of the act to apply to persons engaged in a business,
profession, or activity described in the regulations. An existing regulation, which we
understand will be retained in the new legislation, indicates that the act applies to every person
who is engaged in a business, profession, or activity in the course of which cash is received for
payment or transfer to a third party. We are concerned that this wording can be read too
broadly. It's not clear that the act would apply solely to these individuals who are directly
involved in such transactions. It could be interpreted to apply also to all individuals who
belong to a profession in which some individuals may engage in such transactions.
This concern is exacerbated by wording contained in clause 7 of the bill, which requires
reporting by persons or entities of suspicious transactions that occur in the course of their
activities. We believe this wording is so open-ended that it does not limit the reporting
requirement to professional accountants who are directly involved in financial transactions.
We are therefore concerned that the broad wording of the existing regulation, taken together
with clause 7, could be interpreted as applying the reporting requirements much more broadly
to the accounting profession as a whole.
One simple example of the types of problems that would arise under this broad interpretation
would be when forensic accountants are asked to assist a client to investigate a potential
irregularity. Any forensic accountant would be placed in a position of conflict between
assisting his client and reporting to the centre and may have to decline the engagement. The
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client would be deprived of any needed assistance. There are many other situations where, in
the absence of clarification, CAs could be drawn into the scope of the reporting requirements.
However, the proposed legislation includes a provision, under paragraph 5(j), allowing for
regulations to be made that will limit the application of part l to defined activities of businesses
and professions. We recommend that a regulation be introduced to clarify that the scope of the
legislation will apply only to those professional accountants who act as financial
intermediaries.
We therefore propose that the regulation in paragraph 73(1)(b) that relates to paragraph 5(j) of
the bill contain the following wording: part l of the act applies to every professional
accountant who, in the course of engaging in a business or profession, receives cash for
payment or transfer to a third party.
We believe that the intended subjects of the new law should be determined by activity, not
status; not by the nature of our profession but by the activities we are involved in. This change
would make it clear that the legislation will apply only to those directly involved in financial
transactions.
We welcome the assurance provided this morning by senior officials regarding the intention to
ensure that the legislation will only apply to professionals acting as financial intermediaries.
We were also pleased that officials this morning confirmed that the regulations will indicate
very clearly that the reporting obligations will not apply to the auditing function of the
accounting profession.
The second issue is the definition of suspicious transaction. Another significant concern is that
neither the proposed legislation nor the regulations contain a definition of suspicious
transaction. The success of the mandatory reporting regime will depend on the extent to which
clear and unambiguous criteria can be developed. In their absence there will be unnecessary,
unwarranted, and inconsistent reporting because all professionals will have to make a
significant judgment call on what they believe to be suspicious.
• 1540
Although the reporting centre will develop guidelines that help identify appropriate
characteristics and circumstances, these guidelines would not have the force of law. We think
clarity belongs in the law and not in the guidelines.
We therefore recommend that the regulations contain a prescribed definition of suspicious
transaction, one that sets out clear criteria. A clear and unambiguous definition of suspicious
transaction is a tall order. It should be supported by examples, situations, and case studies to
illustrate when reporting is required and when it's not.
Should interim guidelines be put in place for any reason, they should ultimately be included in
the regulations so that they are subject to public scrutiny and input and have the force of law.
Furthermore, we recommend that the effective date for commencement of reporting of
suspicious transactions be deferred until criteria have been established, and examples, and so
on.
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Third, on duplication of reporting requirements, we are also concerned that there is a lack of
clarity with respect to professionals such as CAs who may be working for entities specifically
covered under clause 5 and who are directly involved in financial transactions.
On the one hand, such CAs have a reporting role as an employee working in an entity covered
by the legislation. On the other hand, they have a responsibility to report suspicious
transactions as a professional accountant. This is confusing and would appear to be a
duplication of the reporting requirement that applies only to individuals who happen to be both
employees of such entities and professional accountants.
Should such an individual report to their supervisor, they are protected by subclause 75(2)
from punishment as an employee. However, they could still be open to punishment for failing
to report to the centre as a professional accountant. We believe the protections afforded the
employee should clearly apply to protect the CA, who is the same person in such situations.
Fourth, on restricting powers of access, the compliance measures in clauses 62 to 65 allow an
authorized person from the reporting centre to examine the records and inquire into the
business affairs of any person or entity referred to in clause 5 for the purpose of ensuring
compliance. We are concerned that these appear to be very broad powers, allowing access to
all records, not just those relating to financial intermediation activities, and without a warrant.
If the applicability of part 1 of the legislation is not clarified as indicated earlier, we are
concerned that these powers could be interpreted to apply broadly to all members of the
profession, not merely those involved in relevant activities.
We therefore recommend that the proposed legislation be clarified to restrict the powers of
access to only those records that relate to financial intermediation activities. We also think
such access should be allowed only under authorization of a warrant.
Last, on defences and protections, we would like to make some comments about the defences
and protections available under part 5 of the legislation.
Other jurisdictions include a defence for reasonable excuse—for example, where the fear of
physical violence or other menaces makes it unreasonable for someone to report or to refuse to
act for a client. There may be circumstances when third parties are able to deduce the source
that gave rise to an investigation. While there may be certain defences under common law
similar to reasonable excuse, this defence is not available under the proposed legislation. We
are also concerned that the legislation does not provide protectional remedies to those who
lose their job as a result of making a report in good faith.
Furthermore, the legislation is not clear as to how to deal with situations where the legislation
conflicts with other legislation requiring confidentiality, such as the Quebec charter of rights
and freedoms.
Therefore, we recommend a reasonable excuse defence be included in the proposed
legislation, along with additional protection for reporters.
Finally, we recommend that it be amended to deal with situations where the legislation
conflicts with other statutes requiring confidentiality.
In closing, let me stress again that we support the intent of this proposed legislation, that it's
applied to those who are directly involved in financial intermediary transactions. However, we
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believe the wording of the legislation lacks clarity in prescribing who within the CA
profession must report. We believe this is a significant issue and strongly encourage you to use
clause 73 to clarify the activities to which the legislation would apply for the CA profession.
• 1545
We also strongly urge you to include a clear, unambiguous definition of suspicious transaction
in the legislation so that those with the obligation to report will do so under consistent criteria.
We appreciate the opportunity to discuss the bill with you, and we would be happy to answer
any questions you have.
Thank you.
The Chair: Thank you, Mr. Murray and Mr. Chester.
We'll now hear from the Canadian Bar Association: Mr. Eugene Meehan, president; Greg
DelBigio, member, national criminal justice section; and Ms. Joan Bercovitch, senior director,
legal and governmental affairs. Welcome.
[Translation]
Ms. Joan Bercovitch (Senior Director and Lawyer, Legal and Governmental Affairs,
Canadian Bar Association): Thank you. On behalf of the Canadian Bar Association, I would
like to thank you for the opportunity to appear before you today.
The Canadian Bar Association represents 36,000 lawyers across Canada. The Association's
objectives include improvement in the law and in the administration of justice. Our
presentation today reflects these objectives.
Our proposals will be presented today by our president, Mr. Eugene Meehan, from Ottawa and
by Mr. Greg DelBigio, from Vancouver. Mr. Meehan will start and Mr. DelBigio will present
the last section. Both will be available to answer questions.
Mr. Eugene Meehan (President, Canadian Bar Association): As President of the Canadian
Bar Association, I appreciate the opportunity to appear before you today.
[English]
We would like to make three preliminary but crucial points on this legislation.
First, cabinet security and confidentiality is important to you. It is important to how
government works, it is important to how government should work, and it is in the ultimate
interest of the public and their protection. I do not have to tell you the reasons that is
important. For all of those same reasons, solicitor-client confidentiality is as important to
lawyers and to clients, and likewise, it is in the ultimate interest of the public and their
protection. If government and cabinet confidentiality is important to you, then treat solicitorclient confidentiality as important, as sacred, as sacrosanct, and also as protected.
Secondly, just as the state has no place in the confidentiality of the bedroom, the state has no
place in the confidentiality of the solicitor-client privilege—no place. Both are sacrosanct,
both are sacred, and both must be protected.

Appendix A - Page 233

Commission of Inquiry into Money Laundering in British Columbia

[Translation]
Third, the reason why all this is so important is that without an independent bar and without
and independent judiciary, there is no democracy. It's that important, and also that simple.
[English]
If you look at any country in the world and ask, are they a democracy, you have to ask only
two questions: do they have a completely independent bar, and do they have a completely
independent judiciary? Everything else follows.
Canada is special. We have a bill of rights; we have an entrenched, written Charter of Rights
and Freedoms. That means something to clients, to our democracy.
We therefore urge you not to pass Bill C-22. This is a dangerous and misguided effort. It is
dangerous to Canadian society; it is dangerous to Canadian democracy.
[Translation]
Thank you.
[English]
Mr. Greg DelBigio (Member, National Criminal Justice Section, Canadian Bar
Association): I also would like to thank you for the opportunity to be present to make
submissions. Our summary of recommendations is set out in the brief.
Underlying that summary is the fundamental concern about protection of the solicitor-client
relationship. That relationship is of course premised upon privilege, confidentiality, and the
protection of privacy. We are of the view that the bill, as it stands, would seriously undermine
those foundations of the relationship.
• 1550
The bill as it stands has all of the earmarks of criminal law—that is, it has to do with criminal
law enforcement, as evidenced in the objectives—but it offers none of the protections of
criminal law. So we are of the view that within that context of criminal law enforcement,
lawyers will be compelled to act in a manner that is directly contrary to the solicitor-client
relationship. It will compel lawyers to act in a manner that is contrary to the law that
recognizes the importance of that relationship. The law will undermine the right of Canadians
to receive legal advice knowing that those communications are fully protected by privilege and
confidentiality.
The Canadian Bar Association acknowledges international obligations in respect of money
laundering, and that it is important to respond to money laundering within Canada and
globally. However, effective law already exists in part XII.2 of the Criminal Code. Provisions
within that part govern lawyers, govern others, and prohibit money laundering. So the conduct
that is of concern is captured by already existing law.
We are concerned about the large cost that would be associated with the administration of the
centre, and there's an associated cost that would attach to a legitimate business that is carried
out on a day-to-day basis within Canada. The added cost can only serve to undermine the
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effort of Canadian business to effectively participate in a competitive international
environment.
In summary of the introductory remarks, the Canadian Bar Association is very firmly and
strongly of the view that lawyers must be exempt from the bill. Anything else will undermine
the relationship that has been long recognized in law.
Thank you.
The Chair: Thank you very much, Mr. DelBigio.
Dr. Mark Zoccolillo.
Mr. Mark Zoccolillo (Individual Presentation): Thank you for inviting me here today. I'm
going to talk about the results of a recent study we did on how common a problem drug use is
among Quebec adolescents, which I suppose is one of the main reasons you would be
considering a bill such as Bill C-22.
I would like to acknowledge my co-authors Frank Vitaro and Richard Tremblay from the
University of Montreal. You have a copy of the study. I'm going to give you just a portion of
it.
This is a sample of adolescents who are representative of the province of Quebec. They come
from throughout the province. They were studied from 1995 to 1997. As you can see, they
were mostly 15 to 16 years of age. Most of them were in secondary three or secondary four,
which would be ninth or tenth grade. I want to emphasize that. We're not talking about college
students, we're taking about adolescents.
As I said, they are representative of the province, they're not a particularly selected sample
other than to be representative. It's around 900 boys and 900 girls.
What we did was ask them about their drug use, along with many other different things. The
drug use was through a self-administered questionnaire. They filled out the questionnaire in
the home, but away from their parents, and they were promised confidentiality. What I'm
going to emphasize most are the drugs rather than the alcohol, except for comparison to
alcohol.
I'd like you to notice that with regard to drug use, about half the adolescents have tried illegal
drugs by this age in Quebec. Much more importantly, about one-third of the boys and girls
have used illegal drugs more than five times. The more than five times was the cutoff that we
used to ask the more important question, which was, how often and under what circumstances
did you use these drugs?
• 1555
I would also like you to notice, of course, the most commonly used drug of all is marijuana,
and it's the drug I'm going to focus on. The second most common drug used by one in five
adolescents was hallucinogens, which also includes phencyclidine, or PCP, a particularly
dangerous drug.
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Now I'm just briefly going to show this overhead on alcohol, because I'm going to compare it
to drugs. These are adolescents who had drunk alcohol more than five times, which is about
60% of the sample by this time. I'd like you to notice two things.
The first is the third line, about ever being drunk while at school. Most adolescents have not
gone to school drunk, even though they have drunk alcohol.
The second thing is the bottom set, which is the number of problems, the sum of the other
things that we had above. These include playing sports and drinking alcohol, being drunk at
school, getting into fights, driving a motor vehicle while drunk, having arguments with
parents, having trouble with the police, having arguments with friends, and seeking help.
As you can see, most adolescents had either zero or one of those, and for those who had one, it
was usually “while playing sports”. Very few had four or more. The importance of this is the
comparison to drugs.
This is the pattern for drug use, which as you see is considerably different from the pattern for
alcohol use. This is a third of all adolescents. I want to emphasize it's not a third of those who
use drugs, but one in three adolescents in Quebec. The drug in question that we're largely
talking about is marijuana, and you can see a very different pattern.
The most common thing they do is go to school high, go to school stoned. They play sports
under the influence, and this includes riding bicycles, skateboarding, and swimming, and they
use it in the morning. Now, this is quite important, because it means if you start off in the
morning high, you're high all day.
Somewhat less common, but still worrisome, was driving a motor vehicle while stoned.
Now I want to also take you to the bottom, the number of drug problems. Remember, for
alcohol most adolescents reported zero or one, and very few four or more. The pattern is very
different for drug use. Here, the common way that adolescents use drugs, and again it's mostly
marijuana, is to engage in a number of these behaviours, with almost half the boys having four
or more, and about a third of the girls having four or more. So there's a big difference in how
it's used compared to alcohol, and it's quite worrisome.
The next thing we asked was how often they were using it. Again, we can compare drugs to
alcohol, and you can look just at the boys' column, because it's very similar for girls. We asked
the question, at the time you used the most, how often were you using? Many of these
adolescents, even though they were 15 or 16, had started using when they were 13 or 14, so
there was a one- or two-year history of drug use. We asked about the peak, when they were
using most frequently.
If you look at the alcohol column, you can see that most boys and girls reported that even at
the time they were using the most, it was less than once a week or once a week—that is,
weekend use. That is not the case, though, for drugs, for marijuana. In this particular case, very
few reported that at the time of maximum use they were using less than once a week. The
majority of boys and close to the majority of girls had progressed at some point or another to
using three times a week or more.
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This is particularly worrisome, because this means they are using it frequently, several times a
week, and to repeat, they were going to school stoned, using it while involved with sports, and
using it in the morning.
• 1600
To conclude, the problem of the use of alcohol and drugs is relatively common in Quebec
adolescents, and particularly worrisome with regard to injury at relatively higher rates when
driving a motor vehicle while under the influence, and playing sports, including bicycling or
rollerblading, while under the influence.
Attending school while high from drugs is common, with one in four students having been to
school high at any time, and one in six in the past six months. The pattern of drug use,
particularly cannabis, marijuana, is quite different from that of alcohol use. Alcohol use is
more common but appears limited to weekend use, and most alcohol users report no or one
problem.
The normal pattern of marijuana use is to use it several times a week to go to school high, to
play sports high, to spend much of the day high. The most commonly used drug is marijuana,
and it's a myth that most drug use by teenagers nowadays is experimental and limited to
occasional marijuana use at parties.
I'd also like to add that there have been a number of monitoring studies here in Canada and in
the United States where they look every year at the prevalence of use. There's been essentially
a doubling of prevalence of use of marijuana over the past decade. Ten years ago, these
figures, in terms of having ever used marijuana, were about half; instead of being about half of
the population, it's about 25%. So there seems to have been a considerable increase over the
last decade.
It's a serious problem. We see it at the Montreal Children's Hospital. Adolescents are using
drugs quite commonly. They are cheaply available and easily available. Their possession is
infrequently prosecuted by the police, and the adolescents know this. It seems to be quite
tolerated.
I would just end by saying we certainly have a considerable problem. There are probably a
number of different ways this can be addressed. You have a copy of the paper there, and I'll be
glad to answer other questions later.
Thank you.
The Chair: Thank you very much, Dr. Zoccolillo.
We will now hear from the National Criminal Intelligence Service, the deputy head of the
economic crime unit, Martin Comley, welcome.
Mr. Martin Comley (Deputy Head, Economic Crime Unit, National Criminal Intelligence
Service (U.K.)): Thank you. I think I'm distinctly privileged, Mr. Chairman and members of
the committee, to be invited here. It's a long way from my home, and I hope I have something
very useful to contribute to you.
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I will first give you some terminology changes, because I will refer to an FIU, a financial
intelligence unit, as your centre is often referred to around the world. So if you can indulge me
on that, it will be helpful.
I have prepared a copy of my presentation. I hope it's been made available to you. I apologize,
there is only a copy in English. You may find it useful because there are some statistics in
there I will refer to as I go through it.
I'd first like to put the U.K.'s FIU into context. Ours is not a stand-alone organization, it forms
part of the National Criminal Intelligence Service. This service has been functioning for some
eight years and was reconstituted two years ago. We've moved away from government; we're
an independent body now, not a police service.
We have approximately 650 staff to look at serious crime intelligence as it affects the United
Kingdom. Of that, we're drawn from 17 different agencies. We're truly a multi-agency
functionality. We also house the United Kingdom's response to INTERPOL, and for our
European parts, Europol as well. We're split into different functions. We have an international
division, intelligence development, and the United Kingdom division.
I'm going to focus primarily on the United Kingdom division, of which we're a part. We've
split the country up into geographical regions, where our serious crime is looked at on a
criminal basis. In the strategic and specialists intelligence branch, we look at things the other
way round. We look at it from the crime back toward the criminal. So we link two functions of
intelligence together to focus on serious crime.
The strategic and specialist intelligence branch has many specialist functions. We look at
organized crime, immigration crime, vehicle crime, West African crime, drugs, counterfeit
currency, serious sex offenders, and kidnap and extortion. We have a football section, which
unfortunately deals with our football hooligans, Turkish intelligence, and cocaine intelligence.
• 1605
I only mention all of these departments because the main basis or the underlying cause of this
is money, so there's a great overlap with what my unit, the economic crime unit, does—the
FIU for the United Kingdom. We are the central receiving point for suspicious transactions
within the United Kingdom. We research these and disseminate them. We disseminate them to
designated investigators around the country, a point I'll come back to.
Looking at our legislative approach, we criminalized money laundering through various acts
over many years, acts that we've had to redraft and amend as the years go on. We're still
undertaking those amendments today.
Out of the criminalization of money laundering come the disclosure provisions. Those
disclosure provisions affect everybody. There are no exemptions in relation to the disclosure
provisions. We have a suspicion-based reporting regime through which we do not define
suspicion itself; we rely on guidance notes for the particular industries to identify what may be
suspicious.
Having heard from your colleagues in the law society here, I'd say there is one exemption: we
do have a specific exemption in relation to legal privilege, and that is clearly defined within
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the act. We have a secondary law that goes on and looks at the systems, the anti-moneylaundering systems that financial institutions should invoke within their premises as a
secondary way of policing this.
I'll come back to staffing with our unit now. The economic crime unit itself is multi-agency,
like the organization. We draw staff from primarily six separate agencies: the police; the
customs service; the benefits agency, or welfare; the Financial Services Authority, or the
regulators; the gaming board; and Inland Revenue. We also have a support staff, an analytical
staff, within that. The current staffing of the unit is 27, but is being reviewed at the moment
and is likely to increase in the near future.
The need for multi-agency has been highlighted over the years. That's a recent innovation for
us. To evaluate suspicion-based reporting, you need a broad experience. I have a broad
policing experience, but that doesn't give me customs experience and it doesn't give me
revenue experience, etc. To combine those tools helps us to evaluate that intelligence and
place it with its correct investigative body.
I'll very briefly, then, go on to say that there is a need to interface at the domestic level among
the various government departments, that being the Treasury, the Ministry of the Interior, and
the like, not only for bringing forward legislation but for seeing that legislation goes forward
and goes forward properly. Currently we are subject to a review by a cabinet office in order to
see that we are correctly on course and are still proceeding in the direction our government
sees fit.
Financial services authorities themselves must play an important role in this, because they're
involved daily in the financial sector and the policing of that sector.
Last but not least, there is the financial sector itself. I think the only point I stress out of this is
that it's not a policing function alone. The police cannot tackle this by themselves.
I'll now trouble you with some statistics, I'm afraid. At the bottom of page 4, you see the bar
chart that shows the disclosures as they've been made in the United Kingdom. In our early
years, we started with about 600. Then, we spoke directly to the directors of the four main
High Street banks. That was the limit of our knowledge of money laundering and financial
crime as it involved this sector at the time. Our experience grew and so did the experience of
the financial sector.
In 1990 we formed something called the Joint Money Laundering Steering Group. This was as
a result of pressure from the financial sector, which was asking questions like, “What is
suspicion?” and “Can you help define suspicion?”, in order to make the appropriate reports.
This round-table body got together and formed the first guidance notes in 1990. I must say in
hindsight that they were somewhat naive, but they were naive based on the experience we had
at that time. Those guidance notes now fill an A-4 ring binder about one inch or two and a half
centimetres thick. Again, they're continually evolving as we gain more experience in this.
• 1610
You'll see two significant changes in the bar charts: 1990 to 1991, where we went from 2,000
disclosures to 4,500 disclosures; and then a significant rise from 1991 to 1992, from 4,500 to
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approximately 12,000. These rises were caused by proper training taking place within the
financial sector. They were directed properly toward the staff who have an interface with the
customers, either directly or through a backroom function. You can see a significant rise that
really hasn't tailed off ever since, and we've averaged about 14,000 disclosures since then. We
break them down by sector on the following charts.
Another function the FIU really undertakes is not just to see who's disclosing, but, most
importantly, who's not disclosing. Here we have a close interface with the financial service
regulator.
There is room for improvement in most jurisdictions—and I include mine in that. It's only with
correct analysis of statistics that you can see where there is the room for improvement. And by
“improvement”, I don't necessarily mean the prosecution of particular offenders. If they're
criminal in their intent, yes, of course they should. It may be by way of education training, and
that needs a joint dialogue.
As I said, the economic crime unit itself receives, researches, and disseminates intelligence
from all parties, including regulators and others, including the lawyers, accountants, and
insurance agents. We disseminate that information to designated bodies within the police
customs crime squad, which is a national function in the United Kingdom. Each of the staff
has been specially trained to undertake that function. It's very different from the normal
policing function. A report of suspicion is not an allegation of crime, so it needs to be handled
differently, and the staff need to be aware of that to handle those disclosures.
We have special arrangements with other bodies that have an interest in crime. In particular,
I've listed here the Benefits Agency, or the welfare system, and the Inland Revenue. This is not
an open, direct dialogue. We have to assess whether or not there is a criminal intent within this
and that these are criminal proceeds before we have a dialogue with these agencies.
Last but not least, I include on there our foreign counterparts, a growing part of our work.
If you'll allow me, I'd like to make reference to the Egmont Group, a non-political group that
set about in 1995 to see where the FIUs were going. Are we functioning properly? Can we
communicate? Many of us, as we've gone into these laws, have looked quite domestically—
and rightfully domestically—at our own problems. But the problem we're dealing with in
crime is international, so we have to look at the legislation and make sure we have adequate
and proper gateways where necessary in order to communicate with our counterparts.
I think it's important for my point here to stress the difference between the sharing of
intelligence, defining what intelligence is, and proper judicial process. What I'm talking about
here is not to usurp proper judicial process that will go before a court. This is to make the
centres or the FIUs able to do their job properly in evaluating suspicion and making that
available to the proper law enforcement agencies in order that they can gather the evidence
correctly.
The first meeting in 1995 looked to 24 jurisdictions and 7 international organizations. At the
time, 14 could have been defined as FIUs.
The Egmont Group splits itself really primarily into three areas, and now maybe four: legal,
technology and training, and the last is outreach, or who's next and who else we should be
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communicating with. The U.K. chairs the training subgroup. For that, we have meetings with
our counterparts at which we're not swapping the detail of legislation but are sharing with each
other how we can share intelligence, what our confines are, what our powers are, and how we
can make the best of financial intelligence on a world scale.
I include at the bottom of this page a little overview of how the Egmont Group has seen it. We
want an exchange of information, increased effectiveness, and greater coordination. We don't
make any distinction as to who oversees the FIU. For me, arguably we are a policing FIU.
Others come under ministries. Others come under central banks. Others come under a ministry
of the interior or ministry of justice. The importance is what function they fulfil. Are they
specialized in anti-money-laundering? Are they the central receiving point for suspicious
transactions or unusual transactions? Do they process and evaluate, and do they disseminate or
investigate that intelligence?
• 1615
That's the loose definition of what an FIU is and how we look at it.
When you're looking at your own, it's very important to remember the national context. I say
that because it's very easy for countries to visit other countries and to say this is the way you
should do it because it works for them. That doesn't mean it will necessarily work for you.
You have to adapt it to your local circumstances. The importance is that all agencies must
work together, and there is no right location for this.
In 1995, 14 units met the definition. In 1999, 48 units met the definition of a required FIU.
There are 17 still currently under consideration.
Thank you for listening to me. That was a very quick talk round on the U.K.'s and the
internationals' approach.
Thank you very much.
The Chair: Thank you very much for that, Mr. Comley, and for taking the time to give us
your perspective on this particular issue.
We will now proceed to the question and answer session, and I believe we'll start with Mr.
Abbott, for a ten-minute round.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance): I found the data presented by
Dr. Zoccolillo to be very compelling. I think it perhaps answers one of the questions that was
raised on page 3 of the Canadian Bar Association's submission. Reading from the second
paragraph on that page, the Canadian Bar Association says:
The large and intrusive state apparatus being proposed and the cost to taxpayers for the
establishment of the Financial Transactions and Reports Analysis Centre to address a
problem that we believe reflects a relatively minor portion of business activity in
Canada lead us to conclude that the possible salutary results of Bill C-22 are
outweighed by its predictable deleterious effects.
I would like to suggest to the people making the presentation on behalf of the Canadian Bar
Association that, indeed, what we saw on this screen is just a very small part, and an
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exceptionally important part: the young people of our nation. I'm not saying it's not important,
but this is just a small part of what we're attempting to get at here.
While I find myself having some feeling of sympathy for the position of the Canadian Bar
Association, particularly in dealing with the principles involved, I don't want to cut you off
and not give you an opportunity to respond to me, but I think Mr. Comley might be able to
give us some help—or at least give me some help—in understanding. If we go to page 5 of his
presentation, he shows that there is disclosure and feedback between accountants and lawyers
and the economic crime unit. I think he did refer to the fact that there is some kind of
organization or some kind of arrangement between his organization and the legal profession.
I certainly would like to have a response from the Canadian Bar Association, but I'm also very
interested in what Mr. Comley might be able to add to this dialogue in terms of how the
problems that are seen by the bar association have been overcome in a practical way in the
U.K.
Mr. Eugene Meehan: I also found Dr. Zoccolillo's remarks very interesting, and I found them
interesting in this particular context. The questionnaire that was put out by Dr. Zoccolillo and
his colleagues was filled out by the individuals away from home, and complete confidentiality
was promised to those individuals. This bill is now, like Dr. Zoccolillo, going back to those
teenagers and saying “Yes, I know we promised you confidentiality, and I know you only gave
us those answers, at some personal risk, on the basis of guaranteed confidentiality by me and
my colleagues. But I am now going to tell your parents and I am now going to fill out a form
and give it to the police, and you will be charged with a criminal offence.” That's exactly what
this bill does. It breaches the confidence that clients, Canadians, have in their lawyers.
• 1620
Take yourself back to your own childhood or to the childhood of your colleagues. There are
youth who have experience with marijuana. There are also youth that have experience with
sexual intimacy. When a young woman decides to have intimate sexual relations with a young
man, she trusts that physically that is between them. Imagine her horror to find out that he has
videotaped their escapades and played them back later to his friends. It's like a nuclear bomb
going off in her head. That's exactly what this bill does. It blows away solicitor-client privilege
and confidentiality. Canadians cannot have confidence where they should have confidence.
I pass now to my colleague, Mr. DelBigio.
Mr. Greg DelBigio: If I may, just briefly, with regard to the recognized importance of the
solicitor-client relationship, the question is, should it be displaced? Is there good and
compelling reason to displace it in favour of a better objective? While those statistics are of
interest, the question then becomes, will those statistics be in fact affected by including
lawyers within this bill? Conversely stated, I say there's certainly no basis to think that those
statistics will be affected by exempting lawyers. Indeed, there's no empirical data to suggest
that those statistics will be affected if lawyers are specifically excluded. Having regard to very
recent law, a bill, such as it is structured, runs the very great risk of being struck down, at least
in part, to the extent that it runs afoul of the solicitor-client relationship.
So having regard to that, the question is, is it necessary to include lawyers? I say no.
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Mr. Jim Abbott: How does Mr. Comley and his organization get around this thorny problem?
Mr. Martin Comley: First, the law's already there. I have to be blunt about that.
Mr. Jim Abbott: Yes.
Mr. Martin Comley: We went through similar problems in the early nineties and started a
dialogue in about 1993 with the Law Society for England and Wales. Having had the law
introduced, we agreed that the only way to take this forward was to act jointly.
The law society produced guidance notes of its own for its own profession. Guidance notes in
themselves are actually quite dry and quite meaningless unless you follow them up with some
intent. What we did after that was engage in a series of road shows with regional law society
associations within the country, making joint presentations in relation to this. These are
usually staffed by a member of my office, a member of the law society, and a practising
lawyer. So you have a balanced view across the spectrum of where this should stand.
This equally applies to the accountancy profession. We engaged in the same way.
This has been a continuing dialogue. In fact, last month we finished a series of three
presentations with the Law Society for Scotland, and we will be engaging in another series of
those later in the year for England and Wales. So it's by dialogue and acceptance.
There is a need to protect legal privilege. I would never disagree with that. I say that what
privilege is is clearly defined in the legislation. However, confidentiality is overridden with
our legislation.
Mr. Jim Abbott: Would the law society see that there might be some advantage in working
with the drafters of this legislation to arrive at a position not too dissimilar to that?
With respect, I'm not crazy about the examples you've used. I find them a little inflammatory. I
think that if the client is apprised of your reporting responsibility, unlike the example you were
using of the videotaping, it is the “Here's the camera, so now let's get on with it” kind of
approach. Surely to goodness there's a way to work around this problem.
The reason I refer to the statistics is to say that the whole issue of money laundering directly
relates to international organized crime and the scourge it is becoming in even the smallest
centres in Canada. We have to get serious about this, and we have to give our law enforcement
officers the ability to strain out the necessary information in order to be able to get the job
done.
• 1625
I would feel a whole lot more charitable toward the Canadian Bar Association if you were
sitting here saying, this is the principle, and we want to get as close as we can. Here are some
ways in which we can do it. What I'm hearing you say is, forget it. I'm not sure that's really
helpful to this process.
Mr. Eugene Meehan: Let me respond in two ways. First, the examples I gave are not
inflammatory. They are real. They have occurred. There is a breach of confidentiality.
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Second, your question to Mr. Comley was, can we go along with the U.K. position? The
answer is no. The reason is this. From my accent you may accurately take it that I am
originally from there. I'm a graduate in law from the University of Edinburgh. The U.K. does
not have a bill of rights. The U.K. does not have a charter of rights and freedoms. The U.K.
has no entrenched guarantee of charter democracy. Canada is special. Canada has a Charter of
Rights and Freedoms. If you want, there's a mirror image to that. Not only is there a charter of
rights and responsibilities, but also there's a charter of obligations and responsibilities behind
the freedoms. Canada is different. We are the envy of the world in terms of our democracy.
Third, the criminal court deals with this appropriately. We have heard no indication that the
criminal court is not sufficient, not proper, and not sufficiently far-reaching. We believe the
criminal court provisions do work—we are not told otherwise by anybody here—and that the
criminal court provisions as presently drafted sufficiently protect clients.
This isn't about lawyers. I am in the public service. I serve Canadians. It's about them. If, as
you suggest, Mr. Abbott, clients are advised, “You understand I'm under some reporting
provisions here”, let's be realistic, they are out the door. They're not going to come to my
office or anybody else's office. They will go elsewhere outside of Canada.
I would ask you to consider that Canada is special and has a Charter of Rights and Freedoms.
Let's protect that, let's protect democracy, and let's still maintain the Criminal Code and let the
Criminal Code do its work.
The Chair: Thank you, Mr. Abbott.
Mr. Marceau.
[Translation]
Mr. Richard Marceau (Charlesbourg, BQ): I'd like to thank all our witnesses for appearing
today. Welcome to the Finance Committee. I am particularly pleased to welcome Mr. Chester
with whom I had the opportunity to work in Toronto. Mr. Chester, welcome.
Mr. Meehan, I found your presentation quite interesting. As I understand, if you had a choice,
first, you would eliminate Bill C- 22. Second, you would perhaps agree with Bill C-22, if it
didn't apply to lawyers. Third, you would perhaps agree with Bill C-22, if it included the
twelve amendments you mentioned. Is that correct?
Mr. Eugene Meehan: That's correct.
Mr. Richard Marceau: You want lawyers to be exempted from the application of this
legislation?
Mr. Eugene Meehan: It's not so much for lawyers as for their clients. It's the clients who are
important, not the lawyers themselves.
Mr. Richard Marceau: Okay. I often say jokingly that, as professionals, lawyers are a bit like
Quebeckers in Canada: they always want to be distinct.
I would be interested to know why you come before us to tell us that this legislation should not
apply to lawyers. Tomorrow, chartered accountants could very well come and tell us that,
according to the same principle, the bill should not apply to their clients.
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Mr. Eugene Meehan: It's completely different because accountants don't have the same
responsibilities. In fact, accountants are bound by a disclosure requirement. We are not. We
are bound by a confidentiality requirement.
Mr. Richard Marceau: Yes.
• 1630
Mr. Eugene Meehan: Whatever happens is between us and our client. It's completely
different. It's not that, as lawyers, we are special. It's just that when a client decides to consult
a lawyer, not an accountant, he or she expects the confidentiality of such a relationship to be
preserved.
Mr. Richard Marceau: Fine. But if the client is forewarned about doing something foul,
about laundering money, wouldn't it be appropriate for him to know that the door would be
closed and that, if he does consult a lawyer, such a transaction will be reported to the Center or
the government—whatever we might call it?
Mr. Eugene Meehan: Every bar in Canada, be it in Ontario, in Manitoba, in Saskatchewan or
elsewhere, has regulations to that very end.
Mr. Richard Marceau: Okay.
Mr. Eugene Meehan: It's covered either by the bar regulations, or by the Criminal Code.
Mr. Richard Marceau: Yes. In fact, as an aside, between you and me, this is a very boring
course, especially in Ontario. Indeed, if the requirement is already there, if the requirement is
already in the lawyers' code of conduct, what is the... As I understand, what you are saying is
that if the requirement is already in the code of conduct, its inclusion in the bill can be
questioned. Is that what you are saying?
Mr. Eugene Meehan: That's it.
Mr. Richard Marceau: Okay. So, conversely, if it does not add much, if the requirement is
already there, what risk is there to include it in the bill?
Mr. Eugene Meehan: There is a difference. According to the code of conduct, we are
required to disclose such things to the Bar Association. We are not required to go to the police.
Mr. Richard Marceau: Fine, but the Bar Association is a large bureaucracy. God knows it's
slow and there is a lot of wasted time there. Papers are lost. The last time I registered as a
member of the Law Society of Upper Canada, I had to call three times before getting my bill.
I'd say this is not the most dynamic bureaucracy. Once the bar is advised, what happens? Who
is informed?
Mr. Eugene Meehan: A lawyer is under two obligations, one vis- à-vis the bar and the other
vis-à-vis the Criminal Code. Our position is that the Criminal Code and the bar's code of
conduct are enough. We don't need the government in the office when we meet our clients. A
lawyer-client relationship, be it professional or sexual, is their business. It's not the
government's business. We see this as an intrusion of the federal government in that
relationship.
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Mr. Richard Marceau: I find it rather difficult, like my colleague, Mr. Abbott, to associate a
professional and a sexual relationship for several reasons, particularly because in the second
case, it can be more pleasant.
I'd like to come back to another subject you have raised, the issue of confidentiality. You said
that one the problems with Bill C-22 is the issue of confidentiality, not only the lawyer-client
privilege, but also in a general way. It would send a few shivers down your spine. Are you
telling me that as far as you are concerned, it's not enough that the bill stipulates that the
Protection of Privacy Act applies?
Mr. Eugene Meehan: It's not enough because it's indicated that it applies only to this section.
Now, that applies also to the remainder of the legislation.
Mr. Richard Marceau: Very well.
This morning, we heard officials from the Finance Department who came to make a
presentation. I asked them a question which I'm going to ask again to Mr. Comley. I said that
the protection granted to Canadians would be guaranteed, through the Protection of Privacy
Act and because of the fact that the Access to Information Act would apply to the proposed
Center. However, inasmuch some information given to the Center could be passed on to a
similar entity in another country, isn't there a risk that what can't be done through the front
door would be done through the back door? Indeed, some protections which exist in Canada
do not necessarily apply or exist in other countries.
• 1635
[English]
Mr. Martin Comley: I have a brief reading of your law, and you make specific reference to
cooperation with outside agencies and with others by way of memoranda of understanding.
I have to say that's a preferred method of communication for us, because the memorandum of
understanding stipulates who, how, what, and what will be done as a result of the
communication of this data. It's important that is done, because the laws of each country differ
widely. I look particularly within Europe at that, where we're supposed to have a common
standard—far from it, I'm afraid.
Explicit MOUs do help in guaranteeing that the information that's provided by one jurisdiction
will be honoured by the second jurisdiction. In order to turn this suspicious transaction into
something operational, you don't necessarily have to transmit the full detail of the information.
That's something that can be discussed at an operational level in order that you guarantee as
best you can the protection of individuals in each jurisdiction and respect the confidentiality
within that jurisdiction.
[Translation]
Mr. Richard Marceau: Do I still have time?
The Chairman: One minute.
Mr. Richard Marceau: Mr. Murray or Mr. Chester, in your brief, you raised the possibility
that Bill C-22 may contravene article 8 of the Canadian Charter of Rights and Freedoms. Why
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do you raise this possibility? Knowing the way you work, Mr. Chester, I also know that you
rarely ask a question if you don't have a ready answer. So what's your answer? If the bill
contravenes article 8, how would you rewrite it so that the requirements of the Charter are
met?
[English]
Mr. R. Simon G. Chester (Legal Counsel, Canadian Institute of Chartered
Accountants): Mr. Marceau, I have two answers. One of them is slightly flippant, which is
that the brief you were quoting from is the brief of the Certified General Accountants
Association of Canada. My second comment is that I'm more than happy to answer the
question.
[Translation]
Mr. Richard Marceau: It's because your name was here along with...
[English]
Mr. Simon Chester: We are the Canadian Institute of Chartered Accountants.
[Translation]
Mr. Richard Marceau: I'm sorry.
[English]
Mr. Simon Chester: To give you a serious answer, we think the bill should probably
distinguish between two types of circumstances in which the centre is seeking information. For
instances where there is specific inquiry into a breach of the legislation, where specific
financial information is going to be carted away, we believe the same safeguards should exist
as exist in the rest of the criminal justice system—that is, you would go before an independent
authority and seek a warrant.
That warrant constitutes an objective assessment of whether there are reasonable grounds to
believe the circumstances exist for the legislation to be triggered. That objective assessment
does provide a check on the centre.
If you look at clause 62, it provides that an authorized person may from time to time enter into
any premises at any reasonable time. That authorized person is simply anyone the director of
the centre stipulates under subclause 45(2). There are none of the safeguards that would exist
if the police were doing this, or that would exist in the rest of the criminal law. We believe this
legislation should respect the same sorts of safeguards that exist in the rest of the legal system.
That's my facetious answer. I'm more than happy to ask the Certified General Accountants
whether they would agree with that assessment.
[Translation]
Mr. Richard Marceau: Thank you.
[English]
The Chair: Ms. Bulte.
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Ms. Sarmite Bulte (Parkdale—High Park, Lib.): Thank you very much, Mr. Chair.
I thank you all for coming here today.
• 1640
I'd like to address my questions, Mr. Chairman, through you to the members of the Canadian
Bar Association. I do so as a member of the Canadian Bar Association—Ontario and as a
member of the Law Society of Upper Canada. I practised law for 18 years. So the people who
are sitting around this table are quite aware of solicitor-client privileges. Mr. Marceau is also a
lawyer.
I have to start by saying that as a lawyer I agree with my colleagues Mr. Marceau and Mr.
Abbott in that I found your sexual analogy, Mr. Meehan, regarding solicitor-client privilege
quite offensive. So let me state that for the record.
Let me go on further to state that I also believe, and I will challenge you on this, that there is
no absolute client-solicitor privilege whatsoever. There are exemptions to the common law
privilege.
You have also, gentlemen, not spoken about clause 11 in the bill, which clearly states—and I
will read it into the record: “Nothing in this Part requires a legal counsel to disclose any
communication that is subject to solicitor-client privilege.”
Fourth, the regulations do not address those that deal with the fact that sums of money
received on account of fees or on account of bail are exempt from the regulations. That was
not mentioned at all here today.
Fifth, right now we have before the courts the Murray-Bernardo case. We are determining the
extent of solicitor-client privilege. Again, I find you're saying there is absolute solicitor-client
privilege, and to compare that to a sexual analogy is quite offensive.
So I'd like you to comment specifically on clause 11 and also on the regulations.
Before I finish, if you'll indulge me, Mr. Chairman, I did not practise criminal law. That was
something I chose not to do during my practice. But I did practise real estate law and I was
very wary of solicitor-client privilege. But there were times when I received cash payments on
real estate transactions, which was not unusual in the late 1980s when there was a lot of influx
of Hong Kong money. At that time money appeared, U.S. dollars in paper bags, from young
people from their relatives from Hong Kong.
I had no problem at that time reporting to those clients that when I deposit that into my local
branch of the Royal Bank, because it is a cash transaction, I will have to fill out a sheet of
paper that tells the bank where it came from and what I will use it for. I don't believe I did
anything wrong or that I breached any solicitor-client privilege, but this was something that
was inevitably going to happen to us. I would think that all lawyers have had to deal with this,
even on a voluntary basis.
So again, please comment on clause 11, the exemptions under the regulations.
Mr. Eugene Meehan: I would like to unreservedly apologize to my colleague in the
profession. Unreservedly, I apologize for what was taken as an offensive remark. I apologize.
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It was not meant to be offensive. It is a true occurrence that occurred. Fortunately, solicitorclient privilege forbids me from saying anything about it other than that it occurred, because it
did, and it is a serious and continuing trauma to that young woman.
However, I do apologize, colleague in the profession, for the offence taken. I accept that it
shouldn't have been put forward in that way. I apologize; it was made to make a point. And the
point was that solicitor-client privilege, including matters of intimacy, is important and should
be protected. But I apologize for the offence taken. None was intended, I assure you.
I pass to my colleague, Mr. DelBigio, in regard to clause 11.
Mr. Greg DelBigio: In attending today, we have assumed familiarity with the bill, so a
specific reference to clause 11 or any omission was not intended to be deceptive. We assumed
that you're all familiar with that. It is there of course. It refers to privilege.
But the Canadian Bar Association takes the position that the inclusion of this provision is not
good enough. Privilege and confidentiality must both be recognized. Confidentiality of course
is broader than privilege.
The second concern is that even with clause 11 there is going to be, as of necessity,
uncertainty at times as to how privilege operates. Those of us who have ever had to deal with
an issue of privilege will be well aware that it can be complicated and it's rarely
straightforward.
There are penal provisions within the bill. There is a possibility of overreporting. In other
words, if a lawyer is uncertain as to whether or not something is privileged in the face of
possible penalty for failure to comply, there's a risk that the lawyer will err on the side of
reporting rather than not reporting. It would be very useful if there was a mechanism by which
a lawyer who is uncertain with respect to a privilege claim could attend before a judge or some
other forum in advance to have that privilege issue determined. In that way the outcome is
determined through a proper hearing and independent authority, and it eliminates uncertainty.
It lets a lawyer know that he or she is truly authorized in making the disclosure that is being
requested.
• 1645
The final point I would like to make is that the recommendations of the CBA do not
undermine the objectives of the bill save for one point. Because lawyers are presently captured
by both their codes of professional conduct and the Criminal Code, lawyers are already not
permitted to engage in money laundering. The only objective of the bill that would not be
furthered if lawyers were excluded is the collection of information. It only means that one
piece of information, that being the information from lawyers, will not come forward. The bill
would otherwise operate in its normal way and the objectives of the bill would not be
undermined or threatened in any way whatsoever. So our proposals do not do damage to the
objects of the bill.
The Chair: I have three names: Cullen, Szabo, and Gallaway.
Mr. Roy Cullen (Etobicoke North, Lib.): Thank you, Mr. Chairman.
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Thank you for all the witnesses and to Mr. Comley for coming all this way.
I have a few questions for Mr. Comley, and then I'd like to come back to the privilege issue.
I'm not a lawyer, but I would like to come back to that.
Mr. Comley, this bill defines certain transactions as being de facto reportable over a certain
amount, and then other transactions will be a judgment call in terms of whether they're of a
suspicious nature. Do you have such an arrangement in the United Kingdom, where certain
transactions are de facto reportable and then there are others that would be seen as suspicious
and would need to be reported as well? How do you actually define that in the U.K.?
Mr. Martin Comley: There is no de facto reporting. The closest you get to it is out of the
European Union directive that is reflecting our money-laundering regulations, which talks of
ECU limits, which means certain actions should then be taken. It doesn't then mandate that it's
particularly suspicious and necessary for reporting to us. Ours is purely a suspicion-based
reporting regime.
Mr. Roy Cullen: So your criterion, then, is solely that if a transaction appears suspicious, then
it would be reported as defined or as best one can judge?
Mr. Martin Comley: Correct.
Mr. Roy Cullen: The other question has to do with how this bill focuses on financial
intermediaries. There's been some discussion that perhaps it should be expanded to retailers,
for example, and to make it broader than financial intermediaries. I'm wondering what your
experience has been in that particular domain and what your advice would be.
Mr. Martin Comley: I have a two-part answer. First, our primary legislation covers all
people, whether you're a retailer, a lawyer, or whatever else. In answer to that they're already
covered.
The second part of the answer is that the regulations stipulate that there should be systems in
place in certain institutions, so having systems heightens the level of awareness inside that
institution. And that's primarily directed toward the financial sector. There is debate within the
European Union at the moment on the second money-laundering directive that looks at these
similar issues, as to whether you should enlarge this to these greater sets. That it is a very
interesting concept is my honest answer to it. However, I'm not sure how you enforce it. The
debate has been, is it a jeweller you're directing this toward? If it is, who will regulate the
jeweller? Should it be reflected in the reporting regime, i.e., that they should report, or is it that
you're asking them to have systems? We already ask them to report, we just don't ask them to
have systems.
• 1650
I don't know if there's a direct answer for your second question. I'm not sure that by taking this
too far away from the main financial sector you can actually have an infinite amount of
success in it, because if you can't police it, what is your objective when you set out to do it?
I'm not saying that you can't do it in all sectors.
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For me, money transmission is an unpoliced sector at the moment. But it is of high concern to
us, so we would devote a lot of resources to policing that sector in a different way.
Mr. Roy Cullen: Okay. Thank you.
The agencies and centres are different, and you described yours. One of the issues the
committee was asking about this morning was the kinds of resources needed to adequately
install a centre and the magnitude of that effort. Can you give us any advice on that at this
point?
Mr. Martin Comley: I could bluntly say to resource it properly. It is the greatest criticism that
has been levelled against us in how we've gone about this. When I started in the unit, there
were five staff members. Some years later, we now have 27. As this year goes on, that is likely
to double in strength. That's bearing in mind that I have the resources of the rest of the
National Criminal Intelligence Service to draw on, from within its tentacles. So there's quite a
vast organization. With that you also need correct IT resources to do the job properly, because
you don't envisage your centre or mine to be a post box. They should be doing something
more toward it.
Mr. Roy Cullen: Okay. Thank you.
I said I would come back to the privilege issue. Mr. Comley, in the United Kingdom, if
someone comes into a lawyer's office or an accountant's office with, let's say, an amount or a
transaction that appears to be suspicious, is the lawyer or accountant required under your law
to report that to the centre?
Mr. Martin Comley: Yes.
Mr. Roy Cullen: I'd like to come back, if I may, to the Canadian Bar Association. First of all,
as my colleague pointed out, the act does respect solicitor-client privilege. But isn't it
acknowledged that for activities around trust accounts the question of privilege is not the same
as for other types of activities?
I'm reading a 1985 report of the Ontario Canadian Bar Association, which says:
Some lawyers mistakenly believe that whatever they do, and whatever they are told, is
privileged merely by the fact that they are lawyers. This is simply not the case.
They go on to talk about trust accounts being part of the activities that are not covered
necessarily by privilege. I'd like you to comment on that.
Mr. Greg DelBigio: First, the report you have referred to is a 1985 report from the Ontario
CBA. It does not reflect the official position, then or now, of national... Our position is as set
out in the recommendations we made today.
Second, while it might be that certain aspects of a trust account are not privileged, it's
important to take a broader perspective. In order to determine suspicion, it might well be that
sometimes questions have to be asked. It might be that without an inquiry there is not going to
be suspicion, but a lawyer might nonetheless feel inclined toward making an inquiry in order
to determine whether or not the suspicion exists. It's the questions and answers of that inquiry
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in order to determine whether or not there's suspicion that might well be and would be
privileged.
So it is not the simple matter of a deposit into a trust account that we can limit ourselves to in
considering the issue. It's much broader. Who is the person? What is his or her occupation?
What is his or her source of income outside of the occupation? How long has he or she
participated in that occupation? It's questions such as those that will give rise to or eliminate
suspicion.
• 1655
The Chair: Thank you, Mr. Cullen. Do you have another question?
Mr. Roy Cullen: I have a lot of questions, but I'll defer to my colleagues, and if we have a
chance, I'll come back.
The Chair: Okay.
Mr. Szabo.
Mr. Paul Szabo (Mississauga South, Lib.): Thank you, Mr. Chairman. Mr. Cullen is a CA,
and so am I, and we have a lawyer over there and another lawyer there, so now we're balanced.
The Chair: Good. Thank you, Mr. Szabo.
Mr. Abbott.
Voices: Oh, oh!
Mr. Paul Szabo: The brief from the CICA was interesting to me because it did raise probably
the one aspect that really is a theme in a lot of the testimony, and that has to do with what
constitutes a suspicious transaction, the definition. I suspect that around the table we could
find all kinds of frustrations to a definition. It's almost like trying to nail Jell-O to the wall. It
just isn't going to happen.
But I'm intrigued by the debate about the role or the positioning of lawyers and accountants. It
seems to me that in the over 30 years I've spent in either public practice or corporate life,
lawyers and accountants can occupy almost any position at any time. It's not just auditors and
people in court. They can be agents, advisers, or consultants. They can be involved directly in
financial transactions. They can hold absolutely any position possible and still be part of a firm
or acting in the capacity as a professional.
Given that that's the case, and given that both professions have codes of conduct in which
reports would have to be made to their bar or to their institute, is there a parallel there that has
to be taken into account, that there is a reporting requirement in place professionally? Should it
not also apply with regard to at least some of the activities of both professions as it relates to
this legislation?
Mr. Ian Murray: From the accounting profession's point of view in the legislation, you're
exactly right. As accountants, we get involved in numerous ways in business, not just in a
professional way. A very large percentage of our members are involved outside the profession
in business. It's for this reason that we are concerned with the scope of the legislation and see a
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need to have the legislation make it very clear that the scope is in fact only aimed at those who
are involved in specific financial transactions, and not those who are peripherally involved,
either in the profession advising or outside the profession.
So that's our main concern as accountants responding to this proposed legislation, to narrow
the scope so it's very clear that it relates only to those who are directly involved in financial
and intermediary activities. Beyond that, our responsibility under a professional code of
conduct is that we are required to respect confidentiality. However, if there's legislation that
overrides, that does require us to report, then we are required to comply with that legislation.
Mr. Paul Szabo: With regard to one of your principal recommendations, about a definition of
suspicious transactions, maybe we'd better find out whether or not there's any consensus here.
You haven't suggested one. You certainly made it clear that there should be a definition. Are
you aware of a definition in another jurisdiction, or are you prepared to suggest a criterion or
two that would be included in such a definition?
Mr. Ian Murray: We are not aware of a definition we could just pick up and use for purposes
of this legislation. In our discussions throughout this process and in our discussion paper
submission, we've suggested that we would be pleased to be involved in consultations on this
issue.
As Mr. Comley has indicated in his presentation, this is a very difficult issue to articulate
clearly and on which to establish criteria that will result in consistent reporting. It's going to
take a lot of time and experience, I believe, to get to a definition that will be workable.
• 1700
Mr. Paul Szabo: I have one last question, and maybe Mr. DelBigio can help me. I appreciate
what he believes to be the position of the legal profession. What would happen if a lawyer, in
discharging his or her responsibilities as a lawyer, does in fact become aware of a clearly
suspicious transaction under any definition? In terms of reporting either to the bar or to the
authorities, is there anything...
Mr. Greg DelBigio: Right now?
Mr. Paul Szabo: Right now.
Mr. Greg DelBigio: There is a prohibition upon any reporting except if the information a
lawyer comes to be in possession of indicates that there is going to be imminent bodily harm.
Mr. Paul Szabo: Just to follow that, if you had personal knowledge of a colleague, another
lawyer, who had been involved in an action you believed to be... Maybe you didn't have
absolute proof or it wasn't established in law, but you suspected or believed it to be... Is there
obligation on your behalf, under your professional rules of conduct, to report that lawyer to the
bar for follow-up on the allegation?
Mr. Greg DelBigio: I stand to be corrected, but I am not aware of such an obligation in
British Columbia.
Mr. Eugene Meehan: In Ontario there is. If one is of the belief that a colleague in the
profession has committed professional misconduct, there's an obligation to report that
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individual to the bar. The bar will deal with it appropriately, including taking that matter to the
authorities.
Mr. Paul Szabo: And the CICA?
Mr. Ian Murray: Within the provincial institutes, certainly those in Ontario and I believe
most of them throughout Canada, we do have a similar requirement to that of the lawyers in
Ontario. You'd be required to report it to the institute.
Mr. Paul Szabo: Thank you.
The Chair: Thank you, Mr. Szabo.
We'll now go to Mr. Abbott.
Mr. Jim Abbott: I'll try to be very quick here.
First, the witnesses should realize that it's not normal... It happens from time to time, but it's
not a normal practice that a piece of legislation will come to the House of Commons and be
passed from the House of Commons on second reading, which is agreement in principle, on
division—in other words, without a vote. To my mind—and I think my colleagues might
agree—that basically says that the persons elected by the people of Canada have said we want
to see this kind of legislation in place. So there is a very strong mandate for this legislation to
be going forward.
If it were to go forward, therefore, with the exception for the bar, please explain this to me
why, if I were a person of nefarious means, would I ever choose CGAs or CAs to conduct my
professional activities. I might have something sufficiently hidden that it wouldn't contravene
the bar rules and so on and so forth. Why would you guys not be the agents of choice of
people of nefarious means? It's a loophole big enough to drive a Kenworth through.
Mr. Greg DelBigio: I don't think my faith in the integrity of the profession is improperly
founded. I don't believe there would be a vacuum such that people would go to lawyers and
have lawyers then facilitate criminal transactions on their behalf.
First of all, it presumes a body of knowledge that would be disseminated amongst a suspect
community. Even if that dissemination of knowledge does occur and people do flow to
lawyers, the presumption is that lawyers might then engage in these transactions. There's no
evidence to suggest they will or they have. The transactions, if suspicious, would be stopped at
the doorway of the lawyer's office.
• 1705
Mr. Jim Abbott: Then why shouldn't we also exempt the accountants, the CAs and the
CGAs? They're a professional body.
Mr. Greg DelBigio: Well, it's not just the codes of professional conduct. While the codes of
professional conduct overlap, the law has very clearly and for many years, not just in Canada,
recognized the relationship between lawyers and clients as being different from the
relationship between accountants and clients, doctors and clients, or many other professions
and clients. It is recognized as a privilege in law, which is different from the relationship that
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exists for other professions, and that's an inescapable legal factor that needs to be taken into
account.
Mr. Jim Abbott: I'll go on the record as having listened to your answer and remained
skeptical.
Mr. Greg DelBigio: I'm sorry to hear that.
Mr. Jim Abbott: Thank you.
The Chair: Is that your final question?
Mr. Jim Abbott: That's it.
Mr. Richard Marceau: Is that your final answer?
[Translation]
I'll be very quick, since the briefs were only given to us when you arrived. At least, that's when
I got them. Do you believe, Mr. Comley, Mr. Murray and Mr. Meehan, that there should be in
the bill a description of the reasonable grounds to suspect that some transactions are related to
the commission of an offense? Do you think that should be defined, either in the legislation, or
in the regulations?
Mr. Eugene Meehan: I'll answer first. We need to have a universal exemption in the
legislation and also to add that the confidentiality is secured to protect our clients, to protect
Canadians.
Mr. Richard Marceau: I understand that, but what are reasonable grounds? It's rather vague.
Do you think we should say that reasonable grounds could be a, b, c or d, to at least give...
Mr. Eugene Meehan: We have a problem with the terms "reasonable grounds" because it's a
standard expression used in criminal law.
Mr. Richard Marceau: I see.
Mr. Murray, it's up to you.
[English]
Mr. Ian Murray: We strongly believe the criteria and guidance established for suspicious
transactions should be embraced and documented in the legislation.
Mr. Richard Marceau: Okay.
Monsieur Comley.
Mr. Martin Comley: I have to go with the U.K. model for my answer, and that's in the
guidance notes. If you seek to put it in the legislation, I'm not sure how long your legislation
would be and how you'd have to amend it. That's the dilemma we've always come up against.
Mr. Richard Marceau: Merci.
The Chair: We'll go back to you, Mr. Cullen.
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Mr. Roy Cullen: Thank you, Mr. Chairman. I'll be brief.
First of all, I understand the issue around CAs or CGAs involved normal accounting or audit
work and that they might come across a transaction that looks suspicious, but the intent of this
bill is only to capture those situations where accountants, CAs or CGAs, would be involved in
a transaction. I know the department has been indicating that to you, and if it's not clear from
the legislation, maybe we need to deal with that in the legislation or quickly provide the
regulation.
Coming back to the Canadian Bar Association for a moment, Mr. DelBigio, you talked about,
let's say, an initial encounter with a client or a potential client who has brought in a lot of cash.
If this law is enacted, there will be certain prescribed amounts over which it will be obligatory
to report. So what would stop a lawyer at that point from saying “Do you realize that if you
give me this money to put in a trust account, I'll be obliged to report it, and I may not even
have to tell you when or how or whatever?”
By the same token, if someone comes in with $100,000 in cash, and there are some suspicions
in your mind, what would prevent a lawyer from saying “Do you realize there is this act in
place whereby, if I ask you some questions and after that I have suspicions, by law I'm obliged
to report it?” What would be the great hurdle in doing something like that?
• 1710
Mr. Greg DelBigio: I don't think there's a great hurdle. Indeed, if this passes, I think it would
be a lawyer's obligation to advise a client or a potential client in that way.
Having advised the client or potential client of that fact, it is nonetheless inconsistent with the
relationship as it presently exists to report upon a client in a manner that might well have penal
consequences for the client. That is simply inconsistent with the lawyer's obligations to his or
her client as they presently exist. So advising the client of the first step does not erase the
damage that would potentially flow from the subsequent reporting.
Mr. Roy Cullen: I'm sure we could pursue this question at some length, but I—
The Chair: Please do. I'm kind of interested.
Mr. Roy Cullen: I must say I don't quite follow that. Given that, the client at that point has
some decisions to make and the lawyer has made it pretty clear what's required. If they're not
guilty of a money-laundering offence or will not be, then presumably they'd say “I have
nothing to hide, so let's go to it.” If they are concerned about the act they will commit or are
about to commit, then presumably they'd be more guarded and they'd enter into an
arrangement where they absolutely know the rules.
Mr. Greg DelBigio: A client might walk out the door, and that—
The Chair: You'd report him then as well, right? If somebody walked out the door after you
said you might have to report them, an alarm bell should go off, shouldn't it?
Mr. Greg DelBigio: One of the questions in the interpretation of clause 7 is that if
consultation of that sort constitutes financial transactions... It seems to be limited to the
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financial transactions. I don't know if clause 7 would capture that sort of initial consultation or
not.
Again, it is that uncertainty of interpretation that might well cause a lawyer to decide to err on
the side of saving their own skin and make the report. It causes a lawyer to be, on one hand,
trying to serve the interests of a client or a potential client, or determine whether or not interest
can be addressed within law, and also protecting his or her own interests.
The Chair: In fairness, I wasn't trying to be humorous there. If that were to happen to you, if
Mr. Y were to approach you with $50,000, $100,000 or whatever, you would probably say
“Look, I may have to report you, because I'm kind of suspicious about this.” What would you
do, responsibly? Would you in fact report this person or not?
Mr. Greg DelBigio: Well, I think the fact of a large amount of cash, coupled with more
information, might well give rise to a suspicion. It might even give rise to something stronger
than a suspicion. But as I read it, mandatory reporting of suspicion is to occur for every
financial transaction.
I don't mean to answer your question with a question, but one of the questions is how clause 7
is to be interpreted. It is certainly the case that the lawyer should tell the individual that he or
she cannot handle their case. The lawyer cannot accept that money as a retainer or as part of a
business transaction.
Ms. Sarmite Bulte: I think you can accept it as a retainer, can you not? Cash on account of
fees is exempt under the regulations. One of the ways around it would be for someone to come
and say “Here's $100,000 on account of fees”, and it's a non-reporting requirement.
Mr. Greg DelBigio: It is true that fees are exempt, but that kind of transaction might well be
captured by the existing provisions of the Criminal Code. That might well constitute money
laundering, and indeed I would argue that it would.
• 1715
Ms. Sarmite Bulte: But isn't the bank going to catch it anyway, whether you report it or not,
when you put that $100,000 into the bank or if you, let's say, put $9,000 in one trust account,
$9,000 in another trust account, and you have 10 trust accounts all with whatever? At some
point, some other financial institution is going to catch that, whether you report it or not.
Mr. Greg DelBigio: Maybe, and hopefully. And if that is so, if the information is otherwise
going to be gathered, then there is no reason to require that lawyers be gatherers and
disseminators of information.
Ms. Sarmite Bulte: Okay.
The Chair: Mr. Szabo.
Mr. Paul Szabo: Just to get this straight, and maybe Mr. DelBigio could advise lay people,
when does a client become a client with regard to lawyer-client privilege?
Mr. Greg DelBigio: The privilege and confidentiality is triggered as soon as the
communication occurs, as soon as a person is seeking legal advice and that communication
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occurs for the purpose of attaining advice and within the structure of their relationship. Your
talking to a lawyer in passing about baseball scores is neither privileged nor confidential. Your
going to a lawyer's office and seeking advice with respect to a business transaction—and
you're going to that lawyer because he or she has expertise within that area of business—is
very clearly both privileged and confidential.
Mr. Paul Szabo: So it doesn't have anything to do with fees. It could be pro bono as long as
it's legitimate legal business.
Mr. Greg DelBigio: Yes.
Mr. Paul Szabo: Then on that basis it means that in your view, or at least in the position of
the bar, everything lawyers do is subject to lawyer-client privilege and therefore should not be
covered or captured in any way by this bill.
Mr. Greg DelBigio: No, it is not every communication. It might be that every communication
is confidential, but not every communication is privileged.
Mr. Paul Szabo: I have a last question. With regard to the question I asked earlier, is there
any event you could see occurring related to a financial transaction whereby you could
imagine that a lawyer would be in a position... and the legal profession would agree that it
should be reported where it was suspicious or in fact appeared to be illegal?
Mr. Greg DelBigio: No, I think the considerations of privilege and confidentiality demand
that there be no report, but also that the lawyer not participate in the transaction. Once again,
all the CBA is asking is that the lawyers not be required to pass the information along.
Lawyers are not going to participate in the transactions, and they cannot.
The Chair: Mr. Cullen.
Mr. Roy Cullen: Thank you, Mr. Chairman.
Not to belabour this, but to come back to Mr. Comley, if I may, switching gears from clientsolicitor privilege, the way this bill is struck, first of all, there's a reporting requirement to the
centre. If the centre, by collaborating with other information... was of the view that there was a
suspicion of money laundering, they would pass certain high-level aggregated information to
the police. If the police then, using a lot of tools at their disposal, came to the conclusion that,
yes, they concurred and in fact they had a strong suspicion but they'd like more information,
under our law they actually have to go to a judge and get a court order to require the centre to
give additional information. And this is designed that way to deal with privacy concerns.
How does it work in the U.K.? I know you are independent, and yet you're aligned or attached
to the police forces in the U.K. How would that work in the U.K.?
Mr. Martin Comley: There are similar provisions, except they wouldn't be coming to me for
the information, because the information on which the suspicion is based is held by an
institution, whether it be the bank, lawyer, or anybody else. And then they would equally have
to go in front of a judge and satisfy the judge that an order or warrant was necessary in order to
bring that material available, so that institution would be compelled to bring forward that
material.
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• 1720
Mr. Roy Cullen: So in practice in the U.K., then, what has happened, what's happening, or
what does happen is that the police go directly to the financial institution and not necessarily to
your unit for a court order.
Mr. Martin Comley: Correct. They go directly to the judge. It must be a circuit judge, not a
lower court.
The Chair: I have a final question for you, Mr. Comley. Looking at page 4 of your handout,
you have “suspicious disclosure made to NCIS”. You went from 600 to 14,500, with an alltime record in 1996 of 16,125. Are economies of scale kicked in with these cases in the sense
that... I mean, you've only doubled your staff since 1967, is that correct?
Mr. Martin Comley: Yes, roughly.
The Chair: That's quite a caseload, isn't it?
Mr. Martin Comley: Absolutely, and the office is currently suffering a backlog at the
moment. We're devoting what could be considered a huge amount of resources too, compared
to the size of our organization. That's why I can accurately predict that in our next budget for
the organization we will be looking to increase our staff. That has already been discussed at
directorate level. We're not adequately staffed to undertake the function for which we are set
aside.
The Chair: That's good. When you look at the staff you started with, it's phenomenal that you
can deal with all these cases.
Mr. Martin Comley: We're not doing the investigation. We'll be somewhat like the centre.
We're only doing an assessment of those, and passing them on to the correct investigative
body.
The Chair: But still... okay. That's the question again.
Ms. Albina Guarnieri (Mississauga East, Lib.): Mr. Chairman, just to piggy-back on your
point, this is for the criminal lawyers' association.
In your brief, you mentioned that you're trying “to address a problem that we believe reflects a
relatively minor portion of business activity in Canada”. How would you substantiate this
observation?
Mr. Greg DelBigio: Nothing that I have seen demonstrates or suggests that lawyers are, in
any widespread way, either as a profession or individually, engaged in money laundering.
Ms. Albina Guarnieri: So you're simply offering a personal observation rather than a—
Mr. Greg DelBigio: No, I have looked at reports, I have looked at the data, and nothing I have
seen proves it.
Ms. Albina Guarnieri: You have solicitor-client privilege, so lawyers wouldn't be sharing or
pooling their information.
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Mr. Greg DelBigio: Lawyers would not be pooling their information, but as I think Mr.
Comley would be able to indicate, the police have very effective ways of watching and
listening to and determining who is doing what. One source of data is simply arrests or charges
or convictions. Precious few lawyers have become ensnared in prosecutions, and that is a very
effective data source.
Ms. Albina Guarnieri: But that's essentially an assumption on your part.
Mr. Greg DelBigio: No, it's not an assumption. That's based upon data for all of us to see.
Ms. Albina Guarnieri: So then it wouldn't be a big problem if this bill were to become... It
wouldn't put lawyers in an awkward position, then, if it's a relatively minor problem.
Mr. Greg DelBigio: No, it would put lawyers in a very awkward position. Although there is
no evidence to support any contention that lawyers are engaged in money laundering, on a
day-to-day basis lawyers receive information that is privileged and confidential, and this
would compromise that. It would be very awkward.
Ms. Albina Guarnieri: Thank you.
The Chair: Thank you, Ms. Guarnieri.
On behalf of the committee, I'd like to thank you very much.
Mr. Comley, once again, thank you very much for making the flight to Ottawa. We certainly
appreciate your input.
You've all given us something to think about, lawyers and all. We'll have decisions to make in
the very near future, and we want to thank you.
Mr. Greg DelBigio: Mr. Chair, if I might make a final comment, the Canadian Bar
Association would like to thank you for the opportunity to be present today. To the extent that
further input might be useful, we would invite that opportunity.
The Chair: We'll take you up on that. Thank you.
The meeting is adjourned.

April 12, 2000 [House of Common Standing Committee on Finance]
The Acting Chair (Mr. Paul Szabo (Mississauga South, Lib.)): We are resuming
consideration of Bill C-22, an act to facilitate combatting the laundering of proceeds of crime,
to establish the Financial Transactions and Reports Analysis Centre of Canada, and to amend
and repeal certain acts in consequence.
This afternoon we have representatives from the Canadian Bankers Association; H and R
Block Canada, Inc.; the Canadian Police Association; and the Royal Canadian Mounted
Police. Welcome to you all. I'd like to begin with the Canadian Bankers Association.
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Our normal practice is to receive your presentations for about five to seven minutes, and then
the members will have an opportunity to ask questions of the witnesses after all the presenters
have given their statements.
We'll begin with the Canadian Bankers Association, Mr. Warren Law. Maybe you'd like to
introduce your colleagues.
Mr. Warren Law (Vice-President, Corporate Affairs and Legal Counsel, Canadian
Bankers Association): Yes, thank you, Mr. Chairman.
Mr. Chairman, committee members, good afternoon. My name is Warren Law and I'm the
vice-president, corporate affairs and legal counsel of the Canadian Bankers Association. On
behalf of the banking industry, I thank you for the opportunity to discuss our industry's
experience with the deterrence of money-laundering activity.
Specifically, we welcome the opportunity to provide you with our views on the current
legislation before the House, as well as the related consultation paper issued by the
Department of Finance in December 1999.
With me today is Frank Craddock, chief security officer of the TD Bank Financial Group, who
is also the current chair of the CBA corporate security committee; and Mr. Gene McLean, who
is the director of security of the Canadian Bankers Association.
Mr. Craddock was with the Toronto police service for 26 years, with responsibility for the
investigation of various major crimes. He has been with the TD Bank Financial Group since
1993, where he currently serves as the head of corporate security and is responsible for his
bank's money-laundering deterrence programs.
Mr. McLean was with the Royal Canadian Mounted Police for over 25 years, with
responsibility for the investigation of organized crime, and occupied the role of liaison officer
in England and Switzerland for many years. He is at present responsible for the development
and execution of industry-level strategies, including the deterrence of money-laundering
activity.
As key intermediaries in the financial system, we recognize the very negative impact of
money-laundering activity and we understand its damaging effects upon our society.
I will now turn to Mr. Craddock to review the industry's position with respect to the deterrence
of money-laundering activity.
Mr. Frank Craddock (Chair, Corporate Security Committee, Canadian Bankers
Association; Chief Security Officer, TD Bank Financial Group): Thank you, Mr. Law, and
thank you, Mr. Chairman and committee members, for inviting us here to participate in this
important process.
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I believe it may be helpful to understand a bank security officer's role within the Canadian
financial institutions. The position I occupy is normally recruited from law enforcement. There
are two distinct areas within security that require our supervision.
The first is protective service, which includes guards, physical security, security equipment,
and technology.
The second area, the one I will be focusing on today, is investigations, which includes our
activity related to the deterrence of money-laundering activity. In order to protect against this
criminal activity, we have established sound policies and programs that detect and prevent
money laundering.
Just a few of the preventative measures taken by Canadian banks include: the right to refuse
financial transactions suspected of being proceeds of crime as defined by the Criminal Code; a
requirement that a declaration of source of funds be signed by customers for financial
transactions involving $10,000 or more; a requirement for bank employees to report any
financial transactions that are judged to be suspicious, regardless of the amount; the placement
of a senior bank officer in every branch, known as the designated officer, to whom suspicious
transactions are reported; a strong emphasis on the know-your-customer rule, whereby
employees must obtain appropriate identification and documentation from clients, as well as
understand the client's usual pattern of financial transactions; an audit of branch compliance
with anti-money-laundering policies; and various staff awareness and education programs,
including the distribution of related videos produced by the CBA corporate security
committees.
• 1545
We all work within the scope of the existing legislation, together with the guidelines issued by
the Office of the Superintendent of Financial Institutions, known as OSFI, and we believe we
have developed a very effective measure to identify money-laundering activities while
avoiding high volumes of irrelevant reports.
Most important to our success is our relationship with the law enforcement agencies, the
RCMP in particular. The banks have consistently supported the principle of mandatory
reporting of suspicious transactions, and for several years there has been a voluntary
arrangement between the RCMP and the banks to facilitate the disclosure of those suspicious
transactions. We all work together, share appropriate security intelligence, and currently refer
many suspicious transactions to the RCMP for investigation.
I will now turn to Mr. McLean to review the industry's position with respect to our specific
comments regarding the legislation and regulations.
Mr. Gene McLean (Director, Security, Canadian Bankers Association): Thank you, Mr.
Craddock. Thank you, Mr. Chairman and committee members, for the opportunity to
participate in this important process.

Appendix A - Page 262

Commission of Inquiry into Money Laundering in British Columbia

The Canadian Bankers Association and all of its members are fully committed to the
deterrence of money-laundering activity and fully support, in principle, the current proposed
legislative changes. We have made some preliminary comments about the proposals in a letter
we have sent to the Department of Finance. We have provided a copy of this letter to the
committee; therefore, I will now simply highlight some of the matters raised in that letter.
Our main concern is that implementing legislation for a mandatory system of reporting should
not be overly prescriptive or complicated in terms of the types of transactions that must be
reported. Otherwise, many legitimate transactions will be reported and the resulting huge
volume of information may prove ineffective as a means of identifying money-laundering
activity.
Bill C-22 requires every person or entity to report to the Financial Transactions and Reports
Analysis Centre of Canada every financial transaction where there are reasonable grounds to
suspect the transaction is related to money laundering. However, there is no definition or
criteria for making this determination, which may lead to inconsistent reporting by the entities
covered by the legislation.
While it is anticipated that FTRAC will develop reporting guidelines, we urge the federal
government to begin consultations as soon as possible to develop practical measures that
ensure consistent reporting.
Bill C-22 provides for the creation of a reporting exemption scheme through regulations. It is
our understanding that the intent of these provisions is to reduce reporting of customer
transactions that are obviously above suspicion. Some good examples would be deposits from
government departments and agencies, or routine transactions by customers that regularly
deposit large cash amounts, such as large grocery chains and fast food restaurants.
This concept marries exceptionally well with the current practice of our members, whereby
carefully controlled exemptions for such clients currently exist. Unfortunately, the consultation
paper states that no specific exemptions are proposed at this time. We believe the use of
exemption lists would substantially improve the effectiveness of the mandatory transaction
reporting system and specifically prevent the FTRAC from receiving large volumes of
irrelevant reports.
Similarly, while Bill C-22 will require the reporting of cross-border flows of currency and
monetary instruments, it provides for exemptions from the reporting requirements. Again, and
unfortunately, the consultation paper states that no exemptions are contemplated at this time
for such transfers.
We believe that the failure to allow exemptions would lead to the unnecessary reporting of
cross-border cash transfers, such as those between financial institutions and those made by the
federal government or its agencies.
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Finally, Bill C-22 sets out relatively severe penalties for failure to comply knowingly with the
record-keeping and reporting provisions of the legislation. Although there is provision for a
due diligence defence, it must be demonstrated that all due diligence has been exercised.
It is our view that while Bill C-22 uses extremely broad language to describe the scope of the
offences, it then provides a defence that is potentially very narrow and difficult to satisfy.
Criminal liability should only arise in cases where the employee and/or the institution
knowingly and deliberately fail to file a report or keep a record, or act in gross negligence or
wilful blindness to the facts.
The use of the word “all” to qualify the due diligence defence means that it becomes very
subjective and establishes a test that may be difficult, if not impossible, to meet. We
recommend, therefore, that the word “all” be removed from subclause 77(2).
• 1550
Thank you for your time. I now invite Mr. Law to conclude our presentation.
Mr. Warren Law: Mr. Chairman, the Canadian Bankers Association, together with all of its
members, is deeply committed to the fight against money-laundering activity, and we look
forward to working closely with the government, law enforcement agencies, and FTRAC to
ensure that the measures in Bill C-22 are effectively and efficiently implemented.
On behalf of Mr. Craddock, Mr. McLean, and myself, I would like to thank you all for your
attention, and we would be pleased to answer questions later on in these proceedings.
The Acting Chair (Mr. Paul Szabo): Thank you very much, gentlemen. The CBA has
always been very thoughtful in its comments to the committee over the past years, and we
appreciate it very much.
I'd now like to call on the representatives of H&R Block Canada, Inc.: Mr. Bonar Irving,
senior vice-president and general manager, and Mr. Todd McCallum, vice-president.
Welcome, gentlemen.
Mr. J. Bonar Irving (Senior Vice-President and General Manager, H&R Block Canada
Inc.): Thank you, Mr. Chairman, committee members.
We have prepared bilingual opening statements, which I understand have been circulated to
the committee, and we have additional copies, if anybody needs them. Since you already have
the document, I'll restrict my comments to our key concerns.
H&R Block has 537 offices and 470 franchise offices across the country. Three years ago we
established Financial Stop as a no-frills financial services platform to cater to the
underserviced segment of the population that earns less than $25,000 per year. We now have
45 corporate and 32 franchise Financial Stop locations. In addition to cashing cheques, we
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provide money orders, bill payments, moneygrams, currency exchange, phone cards, mail box
rental, business services, and of course income tax preparation.
Cheque-cashing retail outlets exist because a segment of consumers seeks immediate use of
their money and is unwilling to wait until a cheque clears through the banking system. A
significant percentage of our clients do not use the mainstream banking system. Our service
provides easy access to their money and a variety of user-pay services at a one-stop
neighbourhood location.
We know that money laundering is a serious problem and that any institution that handles cash
has to accept ongoing responsibility to combat that problem. We comply with existing moneylaundering regulations, and we support the new legislation. We are prepared to make the
necessary investments and to ensure that our staff is properly trained.
We do have three specific concerns: first, our main concern is section IV, record-keeping
requirements for the new entities, which requires that we retain a record for five or more years
of every transaction of $1,000 or more. This threshold level captures a significant volume of
our business. Overwhelmingly, these are ordinary, everyday transactions. People are cashing
their bi-weekly pay cheques. They're obtaining money orders to pay their and their roommate's
rent or to pay a bill, or they are using money orders to send money to their families in or
outside of Canada.
It is simply not clear to us why this arbitrary level was picked and why Canada feels the need
to be out of step with other countries. We are told that the United Kingdom established the
equivalent recording threshold at £2,000, and the U.S. has established $3,000 as the
appropriate level. We would like to see the Canadian threshold for our industry established at
$4,500 to $5,000 Canadian.
We have done some rough calculations, and the $1,000 threshold would have captured almost
100,000 of our transactions in the last year in just our corporate offices alone and over 30% of
all cheques we cashed. Bringing the threshold to the $4,500 to $5,000 range would remove the
pay cheque and rent transactions and have us archiving from 5,000 to 10,000 transactions a
year. We believe this is a more realistic and more manageable number.
Our second point relates to the type of information to be gathered. There are common forms of
identification that most of us take for granted: driver's licence, social insurance cards, credit
cards, medical cards, etc. A significant number of our Financial Stop clients do not have these
forms of ID. That does not mean we don't verify our customers' identities. We just do it in
ways that would not occur to deposit-based financial institutions.
• 1555
The regulatory consultation paper refers to corporate and individual account information.
Officials are applying the deposit-taking institution mindset to our business, which is totally
inappropriate. Deposit-taking institutions are in the relationship business. That is why they
have the account information. We don't have this type of relationship with our customers. We
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do transactions. Every transaction is a separate event, accepted or rejected on its own merits.
The way we collect information from our customers reflects the reality of our business. If we
are pigeonholed in the same box used for the department's regular bank clients, we'll be forced
to collect types of information that many of our customers simply cannot supply. This could
drive them away from us toward fringe and underground operators. This would not serve the
legislation's overall objectives.
Third, we are concerned about the privacy rights of our customers. We note that the
government is about to pass important privacy legislation, Bill C-6, and the privacy concerns
have been highlighted in the consultation paper. We expect to fully comply with Bill C-6, and
we simply want to know that our obligations under federal or provincial legislation will not be
in conflict with our obligations to this upcoming agency.
In summary, irrespective of their income, people need access to basic financial services. We
want to ensure that our services are accessible and easy to use.
We support this legislation, but we are worried that its application will lead to a denial of
services that pushes some of our clients underground. We want to avoid having our staff
standing at their counters gathering unnecessary information from people paying their rent or
cashing their paycheque. The bottom line is that this is good legislation, but let's not have the
net so tightly structured that we are inundated with information about working people's
ordinary, day-to-day transactions. Thank you.
The Acting Chair (Mr. Paul Szabo): Thank you very much, Mr. Irving. We appreciate your
input.
I'd now like to turn to the Canadian Police Association, and today we have with us Mr. David
Griffin, who is the executive director. Welcome, Mr. Griffin.
Mr. David Griffin (Executive Director, Canadian Police Association): Thank you very
much, Mr. Chairman. It's a pleasure to be here today.
The Canadian Police Association welcomes the opportunity to appear before the committee
today in support of Bill C-22.
The Canadian Police Association represents approximately 30,000 front-line police personnel
across Canada. In addition to nearly 300 member associations from all 10 provinces, the CPA
has members from the Royal Canadian Mounted Police, the CN Railway police, the CP
Railway police, and first nations police officers.
As professionals who dedicate their lives to community safety and the reduction of crime, our
members are acutely aware of the impact of the thriving multibillion-dollar industry known as
organized crime. Organized crime affects all Canadians, undermines our economy, reduces our
security, and threatens the integrity of our political institutions. Organized criminals are most
often associated with the illegal drug trade, as the primary suppliers of illegal drugs to our
communities and children, including cocaine and heroin. Their activities also include, but are
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not limited to, the illegal movement of firearms; illegal gaming; prostitution and the sexual
exploitation of our children; and trafficking in stolen commodities, such as alcohol, vehicles,
and jewellery. The organized criminal is also the distributor of human commodities through
the smuggling of illegal migrants, prostitution, and the sexual exploitation of third world
children.
The explosive growth of technology in our increasingly global society has presented new
opportunities for organized criminals through technological crime, distribution of child
pornography, international telemarketing fraud, and offshore gambling.
Organized crime is far from victimless. In addition to the traditional forms of violence
associated with the organized criminal, their illegal activities damage and often destroy the
lives of our children and vulnerable persons who fall prey to their illicit trade. The child
prostitute, the drug addict, the addicted gambler, and the senior defrauded of their life savings
are familiar examples. There is a tremendous economic drain on our economy as businesses
and insurance companies pass on to consumers the tremendous costs of fraud and theft.
• 1600
The Canadian Police Association has for several years now adopted resolutions at each of our
annual general meetings calling for increased resources for the Royal Canadian Mounted
Police and national police services to bolster our federal policing responsibilities.
We have also highlighted the need to strengthen our borders to combat these growing
concerns. We were pleased that the Solicitor General of Canada, the Minister of Finance, and
this government responded to these concerns in the recent budget announcements. We will be
watching closely in the months ahead to measure the impact of these changes on front-line
services.
Funding is an increasingly important issue in the battle against the sophisticated, wealthy, and
unencumbered organized criminal, but money is only one element of an appropriate national
strategy to combat organized crime.
We were pleased when the federal government recently decided to remove the $1,000 bill
from circulation, as suggested by Mr. Marceau in his private member's bill. We were also
pleased that Parliament supported the resolution brought forward by the Bloc Québécois in
December of last year to convene parliamentary committee hearings on organized crime.
The Canadian Police Association welcomes this opportunity to raise awareness of the
increased threats to community safety and national security and, more importantly, to identify
strong and effective measures to combat the scourge of organized crime in our communities.
When experts discuss money laundering, Canada has been described as “Maytag of the north”.
Bill C-22 is a positive step in addressing this concern.
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Most Canadians do not understand the concept of money laundering or its impact on our
communities. Simply put, money laundering refers to the methods used by the organized
criminal to transfer the proceeds of their dirty criminal activities into legitimate financial
instruments. The ultimate goal is to insulate or cleanse the money from any trace back to its
criminal origins.
A variety of methods are employed by the laundrymen to accomplish their objectives. These
innovative methods include, but are not limited to, the following: “smurfing”, where large
sums are broken down into smaller parcels to be transacted by a large team of individuals;
“flying” money, the process of engaging in cross-border transactions involving the transfer of
legitimate goods for cash through jurisdictions with lax or permissive regulatory schemes;
smuggling cash to jurisdictions that provide a haven for criminals through banking secrecy,
such as the one-quarter of 200 United Nations countries that provide secret banking
regulations, including one jurisdiction that has one bank for every 48 people; and the creation
of shell companies or legitimate enterprises to process proceeds of crime. For instance, in
some jurisdictions criminals are able to establish their own banks for these purposes.
The laundrymen work separately from the drug dealer. Their paths do not cross. This is the
first step in separating the proceeds from the crime. The money launderers employ
professionals such as money managers, lawyers, and accountants who accept high fees in
exchange for their sophisticated services. These professionals pacify themselves with plausible
deniability and wilful blindness in accepting that the money they are transacting is anything
but drug money.
Technology provides increased opportunity for the laundrymen and increased complexity for
criminal investigations. Bill C-22 provides a foundation to build upon as technology continues
to change the way criminals exploit emerging opportunities. The ultimate goal for law
enforcement is to interrupt the flow of ill-gotten gains and identify its criminal source.
In considering the provisions of the bill, we would offer the following observations.
First, the $10,000 mandatory reporting level is appropriate and should not be softened.
Incremental changes in this level increase exponentially the opportunities to the organized
criminal who launders money by transacting smaller parcels.
Professionals involved in the movement of illegal money should not be insulated from
reporting transactions or suspicious occurrences by professional codes of conduct or standards.
There is a corresponding public interest in ensuring that professional ethics, wilful blindness,
or plausible deniability do not immunize those who provide services to the organized criminal.
We support the direction of the legislation with respect to these individuals.
Third, we consider this bill to be a work-in-progress. There is a need for flexibility to adapt to
new technologies and trends, such as e-commerce. We support the reliance on a regulatory
scheme to ensure that sufficient flexibility exists in the future to respond to emerging issues.
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Consideration should also be given in the foreseeable future to including retail transactions
involving large sums of cash. The underlying rationale is the same for police when it comes to
tracing the proceeds of crime and the accumulation of assets.
We understand the delicate balance that is needed to ensure that individual privacy rights are
not unreasonably compromised. While investigations could be expedited by increased access
to information gathered by the proposed agency, FTRAC, we understand the need to safeguard
personal information. We believe this bill strikes the right balance.
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This committee has already heard evidence suggesting that limits need to be increased and
exemptions provided for specific institutions. We would strongly caution against such
changes, as any exemptions or changes provide corresponding opportunities or loopholes to be
exploited by the sophisticated criminal or his agents. We believe uniformity is a compelling
and required feature of this legislation.
Ultimately, the success of this legislation will rely heavily on the successful implementation of
this agency and timely re-evaluation of the scope and mandate of the legislation and processes.
We have had the opportunity to meet with officials from the departments of finance, justice,
and the Solicitor General to discuss this bill and the proposed agency. We appreciate their
cooperation and I'm impressed by their commitment to the success of this legislation. We look
forward to continuing these discussions in the future as this vision becomes a reality.
The Canadian Police Association endorses this proposal, and we would encourage this
committee and all members of Parliament to facilitate swift passage of this bill. This bill is an
essential tool that is required to bolster existing law enforcement efforts. It is not, however, a
panacea, and additional measures will be required to effectively combat organized crime. We
look forward to working with you and your colleagues in the months ahead as Parliament
considers these important issues.
Thank you once again for the opportunity to appear before the committee today. We sincerely
appreciate the opportunity and would welcome the opportunity to address any questions.
Thank you.
The Acting Chair (Mr. Paul Szabo): Thank you very much, Mr. Griffin.
Our final witnesses are from the Royal Canadian Mounted Police. We welcome Tim Killam,
assistant commissioner, technical operations, and Lou Goulet, staff sergeant.
Welcome, gentlemen.
Assistant Commissioner Tim Killam (Technical Operations, Royal Canadian Mounted
Police): Good afternoon, Mr. Chairman, and committee members.
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As you said, Mr. Chairman, I have Mr. Goulet with me from our policy centre. As well, for
any subsequent questions, I have three officers in charge of our integrated proceeds of crime
units across Canada, from Montreal, Regina, and here in Ottawa.
My presentation today is intended to give you the view of the Royal Canadian Mounted Police
on Bill C-22 as it pertains to money laundering, the effects on the legitimate economy, and
what we see as the way ahead in the attempt to stem the tide against organized crime money
laundering.
As the former officer in charge of the proceeds of crime program in Canada, I diligently
worked with my colleagues in attempting to ensure that Canada was protected by a broad
range of measures aimed at strengthening organized crime enforcement by preventing the
laundering of the profits of illegal activities.
It became clear to me early on that Canada's financial systems were being exploited by
criminal organizations to conceal, legitimize, and transport their illicit profits, thereby
financing their future activities. It was felt that Canada required a systematic, coordinated, and
cooperative approach to ensure that our financial systems were sound as well as free of
criminal taint.
We've heard some definitions of money laundering, but for me, money laundering is the
economic engine that runs all criminal organizations around the world. Preventing dirty money
from entering Canada's financial system would mean not allowing those predisposed to this
activity from ultimately strengthening criminal organizations. The fight against organized
crime is one that the Government of Canada has taken very seriously. By extension, the
RCMP, as the federal police force, is on the front line of this fight.
Estimates of the amount of illicit drug money laundered annually, worldwide, range from
between $300 billion and $500 billion U.S. The UN estimates that in excess of $1 trillion U.S.
in illegal profits are generated by organized crime annually. The inclusion of laundered illicit
funds from economic and other non-drug crimes could potentially double these figures. The
magnitude of these figures is obviously staggering.
The flight of capital and the chaos spilling over the borders of the former Soviet Union and
other east bloc countries and into jurisdictions in Europe, the U.S., and elsewhere are examples
of just how complicated these matters can be.
A portion of these illicit funds ends up in Canada, which is seen internationally as a haven.
The RCMP is unable to quantify the exact amount of money laundering in Canada annually
but have ample empirical data to show that it is in fact happening at an alarming rate.
There are a number of reasons why money launderers are attracted to Canada and consider it a
haven.
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First, Canada has a stable economy with a relatively strong currency and a banking system
whose efficiency, stability, and security is second to none.
• 1610
Second, there is a long, undefended border between Canada and the United States, over which
a huge volume of financial trade occurs.
Third, Canada is located next to one of the world's largest illicit drug markets, the United
States.
And finally, and likely most important, is the lack of controls in Canada over cross-border
movements of currency and the lack of a mandatory unusual transaction reporting system.
What this means for Canada is there exists an ever more challenging regulatory and law
enforcement environment, particularly in a time of reduced barriers to trade and finance.
It is the opinion of the RCMP that in order to effectively combat organized crime, Canada
must institute a legally defensible, mandatory unusual reporting system to assist in the
investigation of the laundering of proceeds of crime. As far back as 1993, during the
Commission on Crime Prevention and Criminal Justice held in Vienna, the Secretary-General
of the United Nations put forward an unsettling portrait of the control organized crime has on a
worldwide scale. He said:
As revenues generated by organized crime increase, the necessity to control banks becomes a
priority for criminals. (...) Businesses controlled by organized crime generate a seventy (70)
percent profit margin on their investments. This is achieved at the detriment of law-abiding
competitors who must worry about profit margins, overhead, repayment of bank loans. All in
all the infiltration by organized crime tends to introduce distortions in the interplay of market
forces. In the long run it is the taxpayer and consumer who are affected. The profits of
organized crime are so huge that no economy is immune to the impact of this underground
economy. (...) We must improve investigative techniques and limit secrecy to appropriate
dimensions.
The situation described by the Secretary-General seven years ago is identical to the situation
being observed in Canada today.
All financial institutions—banks, trust companies, near-banks, insurance companies—and
intermediaries such as solicitors, accountants, casinos, and others who deal with client funds
on a daily basis have a front-line role to play in reporting unusual and suspicious transactions.
Under voluntary disclosure, as we have today in Canada, there is no systematic and reliable
way of detecting money-laundering activity.
A permissive system grants wide discretion to individual financial institutions to determine
their commitment to the battle against money laundering and ultimately organized crime. The
anecdotal evidence the RCMP has seen underscores the varying commitments in Canada.
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At this time there is no overall coordination or control of reports, which are fragmented at best,
and thus there is no way of ensuring the available information is being used to its full potential
by way of a central agency, as proposed under Bill C-22. It is accepted that it is a struggle to
reach an appropriate balance between privacy and enforcement considerations, and it seems
clear the balance can never be struck once and for all time. Rather the balance requires
constant examination, as ways of doing business, record-keeping and retrieval systems, and
the methods of fraudulent transfers all evolve.
But from the enforcement viewpoint, the benefits of the creation of the Financial Transactions
and Reports Analysis Centre of Canada, as envisioned in Bill C-22, are many. The centre
would, among other things, provide a deterrent by making it more difficult to use traditional
financial institutions to hide the profits from illegal activities, therefore reducing Canada's
reputation as a haven for money laundering. The centre would fulfil our international
obligations. We heard that even yesterday. It would provide a mechanism for enlisting the
support and cooperation of banks and other financial institutions in identifying possible
currency violations. This centre would identify investigatory targets for possible laundering of
the proceeds of crime. And finally but not least, it would provide corroborating evidence
against individuals identified through other sources, such as informants and other agency
referrals.
At the end of the day, countries are only as strong as their weakest link. Of the 26 member
countries of the Financial Action Task Force, only Canada, Singapore, and Germany have not
yet implemented mandatory systems of reporting suspicious or unusual transactions. In
addition, Canada does not meet the standard required for the Egmont Group, a collection of
financial intelligence units, of which there are 48 member countries around the world, that set
standards and share financial intelligence data in order to combat money laundering.
The bottom line is money laundering ultimately entails the use of the lawful commercial
system for unlawful means. The addition of a mandatory suspicious transaction and crossborder reporting regime will serve notice to Canada's criminal organizations, and indeed to the
world's organizations, that Canada has an effective transaction reporting system and that their
money is not welcome here.
• 1615
Problems caused by organized crime are not the sole responsibility of the police. Bill C-22
allows for a partnership with police, government, and the private sector. It will discourage the
continued use of Canadian financial institutions for depositing large amounts of illicit cash and
concealing them in accounts around the world. A word of caution, though. A mandatory
reporting regime is by no means a panacea. Rather, it is just an integral part of a broad range
of measures aimed at strengthening organized crime enforcement.
It seems logical that we should be obligated to cooperate amongst our national institutions and
across international boundaries with at least the same effectiveness as those who launder the
proceeds of crime.
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Thank you, Mr. Chairman, and we're open for questions.
The Chair: Thank you very much, Mr. McCallum.
I think that's all the testimony, so we're going to move now to questions from the members.
We're going to commence with Mr. Abbott from the Canadian Alliance.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance): Thank you, Mr. Chairman.
Just before I go to questions, I want to go on record, Mr. Chairman, as having something of a
concern about the process. I'm concerned about the process that we've embarked on here,
where we are finishing up with the last of the witnesses at 5:30 tonight. At 9 o'clock tomorrow
morning, we're going to be starting on clause-by-clause.
I don't feel I would be doing my job as a representative of Her Majesty's official opposition in
permitting that to happen. I haven't had any time from 5:30 p.m. to 9 a.m. to consult with any
of my staff, any of my advisers, in any way, as to the testimony of these people or for that
matter to have digested the testimony of the other people we've had over the last couple of
weeks.
I've made the Canadian Alliance position very clear. We want to see this legislation go
forward. We are in fact, as you know, on record as having been critical of the government for
having taken two years to get us to this point.
Notwithstanding, the committee process is one that is very important in the development of
legislation, where there are legitimate questions and concerns brought forward by these
witnesses and prior witnesses that have to be taken into account. And prior to getting into
clause-by-clause, if I'm going to be doing my job in the parliamentary system, I must be given
some time to be able to consult with my advisers.
Unfortunately, we're seized with the fact that we are now going into a two-week break, which
is not of our doing. That's just the way the parliamentary calendar works. I can tell you in all
truth that if we were back next week and we were having a committee meeting on Monday or
Tuesday, that would be fine. That would at least give me one day to consult with my advisers.
So I want to go on record right now. I certainly want to see the legislation go forward. I'm in
support of the legislation in principle. I want to make sure that we do a proper job. I think this
haste is not working to the benefit of Canadians who are going to be faced with this legislation
and having to work this legislation through.
The Acting Chair (Mr. Paul Szabo): Thank you very much.
Mr. Gallaway.
Mr. Roger Gallaway (Sarnia—Lambton, Lib.): I don't want to subtract from Mr. Abbott's
time, but in terms of the basic fairness of this committee in terms of operation, there are
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probably a number of people who want to propose amendments or perhaps would like to bring
back department officials. I would like to have department officials come back. Perhaps we
would like to have the minister responsible appear before the committee.
This rush to the finish line because of the break I don't think is a very good idea. The idea that
we're going to clause-by-clause tomorrow is unacceptable. I've been at other committee
meetings recently discussing legislative counsel. I can tell you we're putting an additional
burden on the legal draftspeople here.
I don't know if it's in order or if we have a sufficient quorum here today, but I would like to
suggest that the committee not meet tomorrow morning, or if the clerk has other witnesses
who could be brought tomorrow morning, that would be fine. I would like to suggest we not
go to clause-by-clause tomorrow.
The Acting Chair (Mr. Paul Szabo): Okay. Thank you.
Mr. Marceau.
[Translation]
Mr. Richard Marceau (Charlesbourg, BQ): Mr. Chairman, I simply want to say on this rare
occasion that I agree with my Liberal colleague and with my colleague from the Canadian
Alliance.
• 1620
[English]
Mr. Jim Abbott: Mr. Chairman, I wonder if you can advise me if we have a quorum.
The Acting Chair (Mr. Paul Szabo): We have a quorum for the purposes of receiving
testimony. We do not have a quorum for the purposes of transacting business of the
committee.
Mr. Jim Abbott: Okay, thank you.
The Acting Chair (Mr. Paul Szabo): Having said that, all members' input is certainly
valuable. It's obviously in our best interest to ensure that we address fully all of the issues and
all of the concerns that all members raise with regard to this legislation.
Tomorrow morning at 9 o'clock the committee has a scheduled meeting, and I think we've
made available most of the day to address this. Although clause-by-clause is part of that, since
it was the whole committee that approved this schedule of addressing Bill C-22, we'll have an
opportunity tomorrow morning to raise this issue with the committee. If it's the view of the
committee that more work, additional witnesses, more time, etc., is necessary, we'll be able to
address that as a full committee tomorrow morning.
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Mr. Jim Abbott: Thank you very much, I appreciate that.
The Acting Chair (Mr. Paul Szabo): Now come again.
Mr. Jim Abbott: Thank you.
As I indicated, the Canadian Alliance is definitely in favour of this legislation and principle.
Clearly, the tools required by our enforcement agencies in some places are deficient. This is
such an important area in Canada, where organized crime is making further and further
inroads... and bringing our legislation up to world standards.
Having said that, I was very interested in the H&R Block presentation. On page 3 of the
presentation, under the title of “No Undue Paper Burden”, and in light of the presentation of
Mr. Griffin, in particular, I'm trying to reconcile those things. In other words, I'm really asking
H&R Block, in light of his presentation, where he's saying by creating exemptions we create
more loopholes, we create holes in the sieve... then, as a business person, I have a tremendous
amount of sympathy for H&R Block.
What suggestions could H&R Block offer to us on their behalf and perhaps on behalf of the
CBA and others who are involved in the paperwork?
What constructive suggestions, I wonder, could you offer that would be able to satisfy the
concerns of the police and what this legislation is about and yet ease your burden so that it
becomes more workable?
Mr. Bonar Irving: Mr. Chairman, we have no information from the government that says
what amounts of money laundering occur at what financial levels or at what dollar levels.
Acting from a lack of information, we certainly have no problem with the $10,000 level. We
would have no problem with the burden or the duty to see that our staff was properly trained,
but we think we're not asking for any exemption. We're just saying establish a more reasonable
level. We don't think $1,000 is a reasonable level. We think $4,500 to $5,000 will avoid the
gathering of information from people that just relates to their everyday living activities.
Mr. Jim Abbott: In light of that, we have Mr. Griffin here from the Canadian Police
Association, and also the RCMP. I wonder, could you as enforcement officers... in your
judgment, is that a workable number, or if not, why not?
I'm not trying to broker a deal here; I'm trying to get something that's going to work.
A/Commr Tim Killam: This is an amendment to the Proceeds of Crime (Money Laundering)
Act, Bill C-22. It's adding it, making the Proceeds of Crime (Money Laundering) Act
something more than just a recording act; it's a reporting act now. In the previous Proceeds of
Crime (Money Laundering) Act, the levels were $1,000 for money exchanges, so I imagine
that's where it came from.
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From a policing perspective, as mentioned by Mr. Griffin, smurfing is probably one of the
most effective. It's time consuming, but money-laundering organizations or cells of criminal
organizations will pay a certain percentage of that. Their full-time job is to go around to
different institutions. They'll pay 10%, and up to 30% in some cases, to get into the system
through these kinds of institutions. So your guess is as good as mine.
• 1625
Other countries have $1,000. As Mr. Irving said, there are varying levels in different countries.
That's probably where the $1,000 came from in this legislation. I'm only guessing.
Mr. Jim Abbott: I think your statement that “your guess is as good as mine”, which is a
common one, probably isn't applicable in this case. I would suggest that you or Mr. Griffin
would have a far better guess, a more qualified guess, than I would.
A/Commr Tim Killam: I would say to you that yes, you see money laundering at that level.
Mr. Jim Abbott: At $1,000?
A/Commr Tim Killam: Yes, you do, absolutely. That's an unequivocal answer to that.
Mr. David Griffin: Just to go one step further, aren't other institutions already bound by that
requirement?
A/Commr Tim Killam: That's what I was trying to say. Other institutions are covered by the
law today, presently. Currency exchanges have that same requirement. The requirement of this
legislation is to record it only. This new legislation, if and when it comes through, would
require them to report it as well.
Mr. Jim Abbott: But this is one extra piece of paper that H&R Block and other people who
are in that kind of enterprise would have to handle on an ongoing basis and store for a fiveyear period.
A/Commr Tim Killam: It's a paper investigation, and once the paper is gone there's nothing
you can prove. You cannot prove anything. All other countries in the world have a similar kind
of requirement. What we're talking about is the difference between $1,000, as Mr. Irving is
saying, and $4,500 to $5,000. I don't think there's any disagreement that there has to be some
level. We've seen it go to $1,000 many times.
Mr. Jim Abbott: Didn't I read somewhere in the H&R Block... Where did I read that the U.K.
has a significantly higher... Here we are. It's $2,000 and in the U.S. it's $3,000. Both of those
are in the neighbourhood of $4,500. If we were to go along with your suggestion, the
comparable legislation traps at a level of approximately $4,500, which I believe is what H&R
Block is recommending.
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I'm not an advocate for H&R Block. I'm simply trying to come up with something that is going
to be workable. As a business person, we want to be responsible and ensure that this activity is
trapped and that our streets are made safer as a result. Everybody in this room wants that, but
at what level? It's a very good question on the part of the business. At what level does this
actually start to happen in some substance? If $4,500 will trap it and it does away with 90% of
their paper, it's probably worth looking at.
A/Commr Tim Killam: In answer to what you're saying, Mr. Abbott, this would be
something that would be addressed in the regulations. The level can be adjusted in the
regulations, and that's why the majority, the meat of the act, is in the regulations. Certainly
$1,000 would catch all of them.
Of course, we in law enforcement can't do all of the investigations and everything that comes
through our door, because we have limited resources too, but we do have major cases that go
to that level. There is the regulation process or the discussion process. We'll be looking at an
appropriate level there. You have to have a balance.
We in law enforcement—I can speak for the RCMP—don't want to burden every citizen,
particularly when the majority of citizens and businesses are law abiding. The appropriate
thing to remember is that from our view, we've seen legitimate businesses, such as H&R Block
and the banks, all have good intentions to make sure they don't do this. They're involved in it,
but they're unwittingly involved.
So the appropriate level is open to discussion, obviously.
Mr. Bonar Irving: I would only say that as long as the regulations would be used to set the
limits or to adjust the limits, I think it would be fairer, it would probably serve the purpose,
and it would certainly remove a large burden from business if we were to say it's $4,500 but
they can be adjusted down to $1,000. My concern is that we would start at $1,000, and that
while law enforcement only uses transactions over $4,500, we are still caught recording and
maintaining records.
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Mr. David Griffin: I certainly would rely on the expertise of the gentleman to my left, but I
think the question as lawmakers is how impervious you want us to be to organized crime.
What thresholds do you want to place for this type of activity? Certainly the $1,000 may prove
to be cumbersome, but it's a question of how big a net you want to provide. How much
information can the police subsequently access to trace that money back to its roots? Certainly
our association believes quite strongly that, yes, there are going to be some obligations put
back on financial institutions, and we recognize that ultimately that will be reflected back on
the consumer.
We do live in a technological era where record-keeping can be accommodated. If the
experience bears out that this is not a manageable amount of information for the agency, the

Appendix A - Page 277

Commission of Inquiry into Money Laundering in British Columbia

regulations can be adjusted down the road. Certainly the commentary we've heard from all the
parties is that we want to send a strong message to the organized criminals.
The Acting Chair (Mr. Paul Szabo): Mr. Abbott, since we're talking about the threshold,
maybe we ought to make sure everybody's had their input here.
There seems to be some evidence that the $1,000 threshold does occur at a level where money
laundering does take place. It's a fact. If the thresholds were to change, even if you made them
lower, chances are that money laundering would occur at a lower level and try to disperse
itself even further simply to carry on the activity. It will try, but obviously as you get into
lower denominations, the incidence or the frequency of these transactions starts to go up and it
creates patterns.
No matter how you do it, if you get sufficient patterns at other levels, maybe that's okay, but I
suspect the experiences... Mr. Killam, maybe our inspectors...
I was interested in the examples H&R Block was giving with regard to the kinds of
transactions... Maybe it would be of interest or appropriate to suggest what kinds of activities
are going on with regard to items that would be in the range of $1,000.
Officer Goulet.
Staff Sergeant Lou Goulet (Royal Canadian Mounted Police): Thank you, Mr. Chairman.
If I could make reference to a common analogy, there are four factors that are common to all
laundering operations: the true ownership and the real source of the money must be concealed;
the form is, for the most part, changed—in other words, you reduce the bulk; the trail left must
be obscured; and there's a constant control amongst these individuals, i.e. theft.
Under the old regulations, under section 11, where this number started years ago, it had to do
with foreign exchange dealing where there was a requirement for a verification of identity for
any transaction in excess of $1,000. Shortly thereafter, we decided to test the water. In the
mid-1990s, we went through approximately 85 exchanges. That was held in the provinces of
Quebec, Ontario, Alberta, and British Columbia. Of those 85 exchanges, to make a long story
short, we found non-compliance in anywhere from 40% to 70%, in that there was not a request
for that simple identification at the $1,000 mark.
In the second step of the process, we introduced moneys over $10,000. The third step of our
intelligence phase was to go to the next step: we'll give you $25,000 and we'll tell you it's drug
money. There was non-compliance in there.
All that is to say that there are also distinct stages in the money-laundering process. They're
called placement, levering, integration, and repatriation. The placement stage is the weakest
link. As you're well aware, once it's in the system and the wire transfers go across the globe,
what they can do in two hours requires two years of reactive police work, more often than not.
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I don't know if that answers your question directly, but on those thresholds, I agree with
Assistant Commissioner Killam. As a police agency, we are open to furthering this discussion
in terms of what's best for everyone and making it work. It's a complex issue, and I think, with
the discussions and the fact that it is covered off in regulations, we can probably come to a
reasonable threshold after hearing all the arguments related to it, if there are new things we are
not aware of. I say that because our colleagues in intelligence units—I believe you heard from
NCIS yesterday—had to go through the learning curve at the outset as well, and the listening
on both sides could achieve this.
• 1635
The Acting Chair (Mr. Paul Szabo): Are there further comments on the $1,000 issue? Have
we added that to everybody's satisfaction?
Thank you.
[Translation]
Mr. Marceau.
Mr. Richard Marceau: Mr. Chairman, first of all, four people want to leave. You do not have
to stay. You can leave if you want to.
[English]
All your friends are gone, so if you want to go, go now.
[Translation]
First of all, I am happy to welcome our witnesses. When I asked to be transferred from the
Justice Committee to the Finance Committee it was to avoid seeing some of you again.
Unfortunately, we are meeting again. So welcome. Jokes aside, I'm pleased to see you again. I
am going to start with a question for Mr. Law.
Are you receiving the translation?
[English]
Mr. Warren Law: Yes, but barely—I'm fine.
[Translation]
Mr. Richard Marceau: Mr. Law, I would like to know, in your opinion, how many
transactions over $10,000 per day or per year the banks will have to report to the Centre.
[English]
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Mr. Warren Law: I think it would be useful to get the industry experience from Mr. McLean.
Mr. Gene McLean: Certainly, if we talk wire transfers alone, you would have in excess of
maybe 100,000 a day or more over $25,000.
The Acting Chair (Mr. Paul Szabo): That's for the banking industry?
Mr. Gene McLean: That's for the banking industry.
[Translation]
Mr. Richard Marceau: I'm going to play a little bit of ping- pong. Mr. Killam or Mr. Goulet,
do you think that a centre would be able to manage 100,000 transactions per day and analyze
them?
[English]
A/Commr Tom Killam: I would say yes. I'll defer to my colleagues, but I would say other
countries have the same problem dealing with that many transactions a day. There are three
diagrams on the wall; they're not just for target practice. It gives you an indication of how
technology is used to try to connect all these transactions together.
The veil that money launderers use is that they try to have their transactions spread over a lot
of different areas at different times. The idea, of course, with the centre is that while they come
in at a very low level of suspicion, because they're just over a certain figure, if you put them
into a large database, you try to collate it together and you get trends. And maybe there's a
good side to Canada being one of the last countries to have a centre. We've learned what the
others have done. There are many databases out there that do exactly that. They collate it, get
the information together, and they say...
I was trying to explain this earlier on. Before, if we got one little transaction, say a suspicious
$25,000 transaction from a bank... If anybody has done a 1,000-piece puzzle, you'll know you
get one little piece of that puzzle—that's the suspicious transaction from the bank. That alone
can't tell you what the picture looks like. That piece of the puzzle now will go to a centre, and
hopefully with other pieces of transactions coming from other banks... put together you'll get a
larger piece of that picture so that you can then do the investigation.
I want to try to educate the committee as well that this tells you only that there's been money
laundering or there appears to be money laundering, and it's at a very low level. Then, as an
investigative agency, we have to prove the substantive offence that it was money from
criminal activity, one of the criminal activities listed in the Criminal Code—a designated drug
offence or an economic crime offence.
• 1640
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So there's a lot that has to be done, but at least it gives you a better picture. And yes, you're
right. It seems that it's very difficult to do, but perhaps Mr. Goulet can explain how that works
at other financial intelligence units.
S/Sgt Lou Goulet: Well, if I could add, sir, what this is right here is what they call a wagon
wheel, and it's from our colleagues, FinCEN. Each one of those yellow lines there is a
transaction. The green lines stand for location, the brown lines stand for accounts, the yellow
lines are transactions, the pink are business names, and the blue are people. All that is to give
you a pictorial view. It is all sorted and collated by artificial intelligence. So if I pick this spot
right here, this is probably what it looks like over here. After it's massaged and worked upon,
you have an actual link and trend of the organization.
Now, I bring this forth to demonstrate that in fact there is a capability by organizations to do
this. This is an actual case from FinCEN in the United States, but it's sanitized for presentation
purposes. Now, are there 100,000 transactions there? I don't know. There certainly looks to be
a lot. So the short answer is yes, it can be done. Would every one of these transactions that are
spoken about be all reported in any event, of the 100,000 per day?
But the technology, artificial intelligence, will bring you from here to here. Hopefully, the
centre, as we see it at the end of the day, would have that capability to not only... it should not
merely be seen as a system of informing the police. This whole bill represents the commitment
of the financial sector of Canada against the development of organized crime. As A/Commr
Killam has stated, this is not the panacea. It's another tool in the box for law enforcement.
[Translation]
Mr. Richard Marceau: Thank you for explaining the pictures. They look like some of the
drawings my two-year-old twins have done for me, which I've put in my office. So that makes
sense. Thank you.
Mr. Law, I have a question for you. On page 3 of your document, you say that the legislation
should not be overly prescriptive. In the following paragraph, based on my reading of it, and I
might be mistaken, you seem to be saying that you deplore the absence of a definition for
"reasonable grounds to suspect".
That seems a bit contradictory to me. Would you like there to be a definition for reasonable
grounds or, at least, a partial definition? And if that is what you want, do you have a definition
to suggest?
[English]
Mr. Warren Law: Well, what we're aiming for is a workable system. To the extent that you
have uncertainty in the regime you're creating, that detracts from the workability of the system.
When you look at certain sections of Bill C-22, I think there's some work to be done. The
expression is “the devil is in the details”.
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For example, clause 7 deals with suspicious transactions. What is a suspicious transaction?
When do you have reasonable grounds for believing that the transaction should be reported?
The consultation paper that the Department of Finance came out with said guidelines would be
developed to assist us in knowing when we have reasonable grounds. All we're saying is we
urge the government to develop these guidelines to help us, so that we know when we have to
report under clause 7.
[Translation]
Mr. Richard Marceau: I have one last question for you and then I will have some questions
for the others. A cost will be associated with these new obligations. Normally, where there are
new obligations, there are costs. As you are aware—and I am speaking on my own behalf, but
also on behalf of the witnesses, who, I believe, think the same thing—bank charges are already
very high.
Can you guarantee that the costs of these new obligations will not be passed on to bank clients,
because to some extent it is your responsibility, as a corporate citizen and a citizen of society
in general?
• 1645
[English]
Mr. Warren Law: As an association we represent many members, and of course it would be a
business decision on how they would handle the costs associated with the new legislation
themselves. But it's also worth noting that to the extent you have certainty in the legislation, it
creates efficiencies and will have an impact on lowering costs. From that standpoint as well, I
urge the government to make sure the legislation as passed, including the regulations and
guidelines, is as certain and as clear as possible.
[Translation]
Mr. Richard Marceau: Do I have time for another question?
I have one last question. Mr. Griffin, I could not forget about you.
On page 7 of your notes you say:
[English]
“The $10,000 mandatory reporting level is appropriate and should not be softened.”
[Translation]
I am asking the question because I want an answer, and not because I want to play the devil's
advocate. Isn't the requirement to report any suspicious transaction sufficient? Do we really
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need this cut-off point? Can't we trust the banks, H&R Block or others to say: whether it is
more or less than $10,000, when it is suspicious, we will declare it? Is it really necessary to
declare all $10,000-transactions?
[English]
Mr. David Griffin: As I understand the legislation and the proposed regulatory scheme, there
will be exemptions for the types of transactions the bankers raised with respect to interinstitutional exchange of funds and government-type transactions, where paper trails exists.
But we certainly believe, on the cash transactions, the type of mandatory reporting, and the
wiring on behalf of individuals, that there has to be sufficient information reported to the
FTRAC agency to ensure that information forms part of their analysis to determine whether or
not there is reasonable suspicion of money laundering.
So from our perspective, throw the net out as wide as you can, and as the agency comes
together and begins to look at this information, if there are things that are not relevant to this
purpose, then start separating them, as opposed to confining the type of information that can
be collected by legislation and then having to go through a similar process in the future with
respect to changing those limits to where they should be.
The other point I'd like to respond to is the suggestion made yesterday that some types of
institutions, such as churches, should be exempt from reporting. There are traditional types of
institutions, such as churches, and there are other organizations that may try to fall under the
umbrella of being churches, but you have to be very careful when you start throwing those
exemptions out there.
[Translation]
Mr. Richard Marceau: Thank you.
[English]
The Acting Chair (Mr. Paul Szabo): Thank you, Mr. Marceau.
[Translation]
Mr. Gallaway, please.
[English]
Mr. Roger Gallaway: I'm speechless at the moment, but I'll get over it.
A voice: That's unusual.
Mr. Roger Gallaway: It is.
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I want to ask Mr. Irving a question first. We've heard the question posed by Mr. Marceau
regarding costs. Has your organization carried out any study or some sort of plan on what you
foresee the cost to your company will be in terms of complying with this legislation?
Mr. Bonar Irving: No, we haven't. We only received an invitation to give input about a week
ago. We have not done any study that says at a certain volume the cost will be a given amount
of dollars. All we know is that with this our costs will have to go up.
Mr. Roger Gallaway: In your brief you referred to a $1,000 threshold at one point where you
have to keep records—or was it $3,000? Where did you get that number? You referred to part
IV of the bill. I looked at part IV and maybe I missed it, but I couldn't find it anywhere. Maybe
one of our researchers can tell us where it appears. I'm just wondering where you got that
number.
• 1650
A/Commr Tim Killam: It's from your regulations, I would assume.
Mr. Roger Gallaway: It's from the regulations. All right.
That leads to the next question I would pose to the Bankers Association and our friends from
H&R. This is a very open-ended act, and I think it's very disturbing from a parliamentarian's
point of view that we are passing off great authority to a stand-alone agency, which will be
created by this act if it passes as is, that will create a lot of rules that no one in Parliament will
ever see. In fact, this agency won't even report to Parliament. For a business person such as
you who represents a corporation, that must be a concern. That's why I asked you the question
about costs.
I would ask the Canadian Bankers Association, have you done any studies on costs, as you
know them? You and I know that any regulations at this point are simply a mirage.
Mr. Gene McLean: No. I guess we could say that the additional costs would certainly include
electronics, a new reporting system, and the training of staff.
Mr. Roger Gallaway: So you and your members have in no way quantified what this will all
mean.
Mr. Gene McLean: No.
Mr. Roger Gallaway: Mr. Marceau has asked you to give an undertaking, as I understand it,
about cost to customers—of course, that's of a sensitive nature—trying to balance that with the
reason to combat criminal activity, and we are all in favour of combating criminal activity.
You point out in your brief that there's no definition of reasonable grounds to report a
transaction. I think it's a valid point.
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I'd like to ask you, Mr. Killam, if you think this is a reasonable way of going about it. Let me
put it another way. Is there an alternative whereby institutions and groups... We don't even
know who's included in the required reporting provisions of this bill, because that's going to be
prescribed by regulation if this bill proceeds as is. This great net of people, businesses, and
institutions that are going to be caught, if we follow what Mr. Griffin has said, will even
include churches. Under this great umbrella, a bunch of people are going to have to report, if
they have reasonable grounds, but we don't know what that means.
At the same time, we have a defence system in this country called Canada Customs. Canada
Customs does not require everybody who comes into the country to fill out a form. Section
110 of the American Immigration Act, coming into effect April 1, 2001, says that everybody
must fill out a form. The Government of Canada is fighting against that law in the United
States because they say it's unreasonable.
Perhaps it's not a fair analogy, but do you think this regime—we don't know what the regime
is going to be today; it's going to be laid down by regulation—is being laid down in a
reasonable way, or is there an alternative? That alternative would be to rely upon those people
who deal in the marketplace to recognize that some transactions are usual—maybe exceptional
at times but nonetheless usual—as opposed to laying down this hailstorm of what won't be ice,
but will be paper.
A/Commr Tim Killam: That's a lot of information you've given me, but I guess at the end of
it I think—and please correct me if I'm going the wrong way—
Mr. Roger Gallaway: All right.
A/Commr Tim Killam: —obviously the voluntary way of doing business is what we had. We
had a reporting scheme, people reported it... Pardon me, they recorded it; they didn't have to
report it. But I can honestly say we had a very good relationship with the CBA and the
chartered banks. The difficulty was there was no way of collating it the way you have here.
• 1655
Yes, unusual is the way. These transactions come into this centre—and Mr. Griffin wasn't
trying to say the church would have to report; it would be the bank or the financial institution
that would see it and it would report it. That information would come into this centre and then
it would be collated. Because it came in at such a low level, a low threshold of suspicion or
unusualness, if there's such a word, then it would be built up by the centre and then passed off
to the police once it got to a certain level of reasonableness. After that, of course, for the
police, if that's not enough to lay charges or do a whole lot of things, then there has to be an
investigation to see if there are reasonable grounds to go get court orders and to do their thing.
So it doesn't ever get to the police out of the centre until it's been built up by the centre. We
would never see it. When we do see it, the first thing we see from the centre is very much like
tombstone data. It's very basic data saying “Mr. Gallaway did such and such at such and such a
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place”. The reason they sent it to the police was it was built from a very unusual level up to
another threshold—not at a criminal level, but approaching that, in-between that.
So that's the framework, which is based upon what's happened in all the other countries of the
Financial Action Task Force as well. In my former position I was very much involved in the
discussions around it with departments.
Mr. Roger Gallaway: This is your primary task, I assume, this file, in the sense of money
laundering. That's one of your primary preoccupations.
A/Commr Tim Killam: It was, yes.
Mr. Roger Gallaway: Could you tell me of another country that has an agency that is
designed along the lines of this one?
A/Commr Tim Killam: Yes, there's the Netherlands, Belgium. FinCEN is very similar.
Mr. Roger Gallaway: Let's pick one, then. How does the Netherlands differ from the
Canadian model proposed here?
A/Commr Tim Killam: My colleague here is more familiar, but each country has differences
depending on their charter and their domestic laws. But the basic premise is exactly the same.
Mr. Roger Gallaway: I understand the premise is the same. You've read the bill. You see how
the centre is going to be designed and how the director will be appointed. Is there another
jurisdiction, another country, that we have copied? I'm talking now about specifics, as opposed
to general principles.
A/Commr Tim Killam: Yes, we have the acts for all the different countries.
Mr. Roger Gallaway: What I'm asking is whether there is one that we're taking as a template.
Or is this a made-in-Canada solution?
A/Commr Tim Killam: No, it's not a made-in-Canada solution. It's a made-in-Canada
solution considering our laws and our charter.
Mr. Roger Gallaway: All right.
A/Commr Tim Killam: As a matter of fact, in Canada, because of our charter and our privacy
protections, it's much more difficult. It's much harder. We have to be very careful with it.
The question was asked, I think it was yesterday, by Mr. Abbott about why it wasn't in the
police... The reason why it's not going to the police is because anything that comes in unusual
to the police would be contrary to the charter, period. We can't use it. It would make it a lot
easier if we had our own intelligence, and we'd put it all together and do something. Of course,
that would be much easier. That's not the way it is in Canada. That's because of the framework
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we have with our charter and our privacy protections, which, obviously, is what we all want in
this country. But this is a made-in-Canada solution because of that framework, but basically
using the same principles.
As a matter of fact, when it comes to the regulations and the things that the bankers and H&R
Block were talking about, we'll be looking at those to say there's a place to start on
discussions.
Mr. Roger Gallaway: That's an idea, but our job here is to satisfy ourselves that the legal
framework is not left to people who are not accountable to the public. When you set up a
framework that is premised on regulation—and I'm accountable to the public and perhaps
somebody working at the centre isn't, in the same sense. So we have a set of rules laid down
by regulation that are going to govern such things as laid out in clause 6, amongst other
clauses of this bill.
Having regard to that, can you tell me another jurisdiction, then, you having studied this,
where the rules are laid down by regulation as opposed to defined in the legislative framework
setting up the operations?
• 1700
A/Commr Tim Killam: I don't have other laws in front of me.
Mr. Roger Gallaway: Thank you.
The Acting Chair (Mr. Paul Szabo): Thank you.
On one of your points, Mr. Gallaway, clause 72 of the bill does call for the five-year review by
Parliament or by a committee.
Mr. Roger Gallaway: I understand that, but it's still a five-year hiatus where it's—
The Acting Chair (Mr. Paul Szabo): A five-year hiatus is your concern, not that there isn't a
parliamentary review. It's a one-time review, not an ongoing five-year review, which has been
a subject of discussion with other bills, such as the revenue collection agency and others.
That's important.
I think members probably have exhausted their list. Maybe the witnesses would like to
comment on the concept of what constitutes a suspicious transaction. We've had others suggest
to us that it's not a defined concept and that we should define it. Interestingly enough, we've
had some difficulty having someone come forward with a definition. I think the frustration is
that suspicion is in the eyes of the beholder in that setting and in that environment. Is there a
consensus among the group that although it would be desirable to have some way to get out of
this, it may not be pragmatic to try to define such a concept?
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Mr. Warren Law: I think there are certain patterns of conduct that law enforcement agencies
have identified, which would certainly lead you to suspicions about a transaction.
A/Commr Tim Killam: Yes, that's exactly it, and my colleague here has mentioned that
what's suspicious in one part of the country, for instance, what's suspicious in Metcalfe, is not
the same as what's suspicious in Ottawa versus Montreal. Not to trivialize it, but as well a
number of the other financial intelligence units, in cooperation with the banks, have developed
software that spits out things that are unusual. There are little blips that are pulled out. Those
are the kinds of things...
S/Sgt Lou Goulet: Mr. Szabo, if I could add something, clearly it requires constant
examination, as ways of doing business, record-keeping, retrieval systems, and methods of
fraudulent transfers actually evolve.
One of the areas we looked at, for example, was the Netherlands, where they use objective and
subjective indicators to come to a conclusion. By way of example, for cash transactions below
a threshold amount, they will look at a series of identifiers, which include—and they are not in
isolation, but say someone comes in below the threshold, along with identification problems,
unusual conditions offered, it's an atypical transaction for the client, the transaction has
unusual packaging, there are frequent deposits by other account holders, no explicable legal
objective, outstanding turnovers, etc. Then they have a series of indicators that are collectively
used to view that particular transaction.
This is, again, a work-in-progress, but there are examples out there that are in fact being
utilized today by other units, in this case the Netherlands.
Mr. Jim Abbott: I have a quick point. It's unfortunate, but I think Mr. Gallaway has left. I'm
looking through the bill as drafted, and clause 71 states:
71. The Director shall, on or before September 30 of each year following the Centre's first full
year of operations, submit an annual report on the operations of the Centre for the preceding
year to the Minister, and the Minister shall table a copy of the report in each House of
Parliament on any of the first 30 days on which that House is sitting after the Minister receives
the report.
It's unfortunate that Mr. Gallaway isn't here, but I find myself a little confused. I think this
clause covers his concern.
The Acting Chair (Mr. Paul Szabo): Yes. The subtlety is that there's no undertaking on
behalf of the minister to refer to the committee for study. It's there for their information, but
whether clause 72 actually requires Parliament to conduct a review of the administration of the
agency... In any event, I have a feeling that this will be discussed again tomorrow.
• 1705
Gentlemen, thank you very much for your input. It was helpful to the committee. I think
you've touched on some important issues. There was a suggestion, a recommendation, about
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the word “all” in the due diligence, and in fact I'm advised that this amendment is going to be
put forward. So thank you for picking it up, and we are certainly going to be responding to
that.
I appreciate all of your input on this important act, and thank you for your time.
The meeting is adjourned.

April 13, 2000 [House of Commons Standing Committee on Finance]
The Chair (Mr. Maurizio Bevilacqua (Vaughan—King—Aurora, Lib.)): I'd like to call the
meeting to order. As you know, the order of the day is the clause-by-clause of Bill C-22.
Before we begin, there were some concerns raised by Mr. Abbott and, I believe, by Mr.
Marceau as well. We'll give them some time to express their points of view on whatever issue
it is.
Mr. Abbott.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance): Thank you, Mr. Chairman.
We raised the issue in the committee yesterday afternoon and I raise it again today: the issue
of process. Understand that the Canadian Alliance...and I state this for, what, the fifteenth
time? Understand that the Canadian Alliance is fully in favour of this legislation in principle.
That is an unqualified statement. As always, the devil is in the details.
I have a tremendous amount of respect for the parliamentary process, and part of the
parliamentary process is what we're doing here right now in committee. In committee, an
opportunity is given not only for witnesses but for the minister and for the department officials
to be able to explain legislation to the legislators who are responsible for it, to inform us of
their perspectives. We have heard some very interesting perspectives from people.
You can appreciate that unlike the government, which has literally hundreds of lawyers in at
least three departments, I have one lawyer who is responsible for helping me with this
legislation along with legislation on other issues that come from at least three other
departments. This is, like, 500 to 1, quite literally.
To take the process whereby, as the official opposition, we concluded hearing witnesses at
5:30 p.m. yesterday and at 9 a.m. this morning we're supposed to be starting on clause-byclause.... I suggest it is not a good process. It is not a fair process in terms of the official
opposition being able to do its job. I have a responsibility on behalf of 62% of the people of
Canada.
• 0910
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I don't want to get into the political rhetoric here, but there is the whole issue of balance in the
parliamentary process. I have difficulty with the process—again, to be precise—in that we
have reached a point, as I understand it in private discussion between myself and Mr. Cullen,
the parliamentary secretary, where this committee has a lot of work that it has to get through.
We are all in agreement, and I am in full agreement, that we want this legislation through as
quickly as possible, but within this process we are involved in, it is impossible for me to do my
job properly or adequately. It is an impossible process.
So I have decided, as an accommodation in good faith to the committee, that what I would
prefer to do is to monitor this session, as opposed to participating in this session.
Let me just make one more explanation. We all know that legislation, when we're going
through clause-by-clause.... We all know that each clause does not live and die by itself. In
fact, each clause either supplements other clauses or refines the thought in other clauses. In
other words, it is a seamless document—or should be a seamless document.
Therefore, for me to be involved in the process of commenting on clause 22 when in fact my
counsel has an opportunity to take a look at it and says, well, clause 22 didn't do whatever
needed to happen, and clause 17...and so on and so forth. I am unarmed at this particular point.
I require expertise, and I have not had the opportunity, because of the process, to get that
expertise.
So as an accommodation—because we do want to see this through—and in good faith, what
I'm proposing is for me, as the official opposition, to monitor the proceedings today. I would
hope that the government would then provide me with the legislation as amended and with any
other pertinent data. I will submit that to my counsel. Over the two-week break of Parliament,
my counsel will have an opportunity to look at it. Then I will reinsert the official opposition at
report stage.
The only accommodation I would ask for, of course.... I have no idea whether we will be
recommending amendments or not; that is absolutely impossible to forecast. Also, will our
amendments, if they do come forward, be acceptable to the government or not? Again, who's
to know?
In the same good faith that I am exhibiting to the government and within this process, I'm
simply asking that very serious consideration be given to any amendments that we do bring
forward and that the amendments not be seen as political and certainly not as hostile, that they
be seen as amendments that, in our judgment, would enhance the legislation.
I think this is probably the best way. It's unfortunate, I do have to say—politically now for just
a second—that the government has taken two years. We've been after the government
throughout this entire process in our debate and in committee. It's unfortunate that the
government has taken two years to bring this forward. It's doubly unfortunate that, having had
it brought forward finally at the end of two years, we're now in a fire drill to see the end of it.
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I don't think this process is a good way to do important legislation like this, legislation that has
the far-reaching impact this legislation has. So I chastise the government for that. I think the
process is just a bad process.
Thank you, Mr. Chairman.
• 0915
The Chair: Thank you, Mr. Abbott. Just so we understand, for the record here, Bill C-22 was
first introduced March 31, 1999. These clauses have existed for quite a while, and it also
received first reading in the House of Commons on December 15, 1999. So in reference to the
content of the bill, we've had ample opportunity to at least review it. That's my point of view
on that. I do take your point of view, and I think it's an important statement you make.
Just so everybody here understands what happened, we agreed to a work schedule.
Unfortunately, I don't think you were the member who agreed to that work schedule, and I
gather the other person didn't speak to you, hence there is that kind of challenge you are now
facing. But the points you've made are good points.
Mr. Jim Abbott: If I may, I just want to point out that your statement is correct, and indeed
the official opposition has some responsibility for what you just mentioned. I'm fully aware of
that and I accept that responsibility, on behalf of the official opposition. We have been aware
of these clauses, but we have not been aware of the testimony that has been brought forward,
and that is my concern. I want to take a look at the legislation, in light of the testimony, and
receive counsel.
[Translation]
The Chair: Mr. Marceau.
Mr. Richard Marceau (Charlesbourg, BQ): Mr. Chairman, continuing somewhat in the
same vein as my colleague Mr. Abbott, I would have to say that you have raised a very valid
argument. However, I find it somewhat simplistic. If, after reviewing Bill C- 22, formerly
known as Bill C-81, we had already formed a clear, definitive opinion before even hearing
from all of the witnesses who appeared before us, why then would we have bothered to hear
from witnesses in the first place? Do we not invite witnesses to give testimony - and some of
this testimony is rather remarkable - precisely because we want to form some opinions?
Before arriving here, we the members of the Bloc Québécois had some idea of what we
expected to find in the bill. It was part of our 1997 election platform. Therefore, we support
the bill in principle.
Having said this, some of the testimony we have heard has raised a number of questions. As
my colleague Mr. Abbott pointed out, after adjourning yesterday at 5 p.m., here we are
resuming our proceedings at 9 a.m. this morning. This doesn't leave us much time to
thoroughly analyse all of the testimony presented. I also understand that the committee feels
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somewhat pressed for time. We are running a little behind schedule and we don't need
anything more on our plate.
I have a question, or rather more of a suggestion to make. Since we are going to break for two
weeks, would it be possible, instead of holding a regular Finance Committee meeting, to
convene at 4 p.m. on a Monday or Tuesday and to take the time we need to consider this
matter? Today, we're sitting from 9 a.m. to 1 p.m., or a total of four hours. We could sit from 4
p.m. to 8 p.m. one evening, or from 4 p.m. to midnight, to consider this bill, without taking up
time set aside for another issue.
We could accomplish quite a bit during these two weeks. Several privacy issues have been
raised. Is the protection afforded by the Privacy Act sufficient to alleviate the concerns that
have been raised? During these two weeks, the committee could perhaps ask the Privacy
Commissioner to share his views on the proposed legislation with us, because frankly we don't
know where he stands on this bill. Furthermore, all of the witnesses, whether they support the
bill or not, spoke of the balance that needs to be maintained between preventing crime and
protecting privacy.
Perhaps we could take advantage of this two-week period to sound out the Privacy
Commissioner, seek his opinion, get down to work, roll up our sleeves and stay a little later.
We could order in sandwiches or a pizza and get the job done.
The Bloc supports the principle underlying this bill, but in light of the testimony presented, I
don't think we would be doing our job if we didn't take the time to review this testimony
properly.
• 0920
Once again, I don't think it's a question of not being willing to act in good faith. It's simply that
my opinion of the bill has been influenced by the testimony of certain witnesses. If there was
no chance whatsoever of being influenced by the testimony heard, then why would we even
bother to call in witnesses at all? Thank you.
[English]
The Chair: Mr. Cullen.
Mr. Roy Cullen (Etobicoke North, Lib.): Thank you, Mr. Chairman.
First of all, when this bill went to the House it was sent to the committee on division. For the
opposition parties and all members who were there, the government appreciated that. This is a
bill Canadians want. As the opposition parties have pointed out, sometimes at length, it's been
long in coming. It was in the last session and it's now back again.
I understand the anxiety about the pace of what we're looking at here, but I can tell you there
are three other pieces of legislation: the Budget Implementation Act, 1999, the Budget
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Implementation Act, 2000, and another bill dealing with the excise tax and the harmonized
sales tax that are in the House, or will be in the House this week. This committee, in its
wisdom, has decided to look at a number of projects that have been proposed by the opposition
parties.
So I suppose the government side would express some empathy about the pace. The fact is
there is a lot of legislation in the pipeline.
Canadians want this bill. The police agencies in Canada, as we heard yesterday, want the bill
and want us to get on with it. Having said that, I've undertaken with the official opposition that
once Mr. Abbott has had a chance to review it, if he has some issues of substance, I'll certainly
review those conjointly with the department. We'll make every effort to satisfy him, one way
or the other, about his concerns. I would certainly offer the same thing to the other opposition
parties.
With that, Mr. Chairman, I think the problem we have is we will lose two weeks, when the
department is developing regulations and will have to essentially put things on hold, and that
will cause another delay. I respectfully ask the committee to deal with this today. If any
amendments are proposed later that come out of the in-depth review by the opposition parties,
I will certainly undertake to review them very carefully with the parties to see if there's
anything that should or could be done.
The Chair: Thank you, Mr. Cullen. As always, I'm in the hands of the members of the
committee when it comes to the workings of this committee. What I'm really bound to right
now is the work schedule everybody has approved. It was unanimously approved by all
members of the Canadian Alliance, the Bloc, the NDP, the Conservatives, and the Liberals, so
I will have to operate on that premise.
However, Mr. Marceau and Mr. Abbott, you raise very good points that will be duly noted.
Mr. Cullen, I think you have provided us with a compromise position that will suit the
committee—that is, until Mr. Gallaway speaks.
Mr. Gallaway, you have the floor. I understand you have some amendments as well.
Mr. Roger Gallaway (Sarnia—Lambton, Lib.): I've already tabled them.
I think we should have some consideration for what the opposition has said. It's fine to talk
about the convenience of the department and say the department is developing regulations, but
I think the process works the other way. The laws have to be made and the regulations flow
from that, so I find that somewhat of a specious argument.
It's also a question of fairness. Just because a work schedule has been adopted and other events
intervene, if we wait to do this immediately after the break, I can't imagine why that isn't fair.
I'm not concerned about the department creating regulations in a two-week period. If indeed
this bill has been languishing or has been talked about since 1997, I think it was said, another
two weeks won't mean anything.
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I want to suggest we adjourn consideration of this bill until the Tuesday when we return. I
don't know the date.
An hon. member: May 2.
Mr. Roger Gallaway: May 2.
• 0925
The Chair: Mr. Gallaway, I must point out that the fact that you came here today prepared
with these amendments would lead me to believe you were probably ready to deal with clauseby-clause today.
Mr. Roger Gallaway: No, I wasn't.
The Chair: So you just forwarded these for...?
Mr. Roger Gallaway: Well, there are more yet.
The Chair: So at report stage, I guess.
Mr. Roger Gallaway: You will know that in terms of the resources of the House, there's very
little one can do. These were cobbled together yesterday, but these are very rudimentary little
changes. If one were going to do anything of any substance, it's impossible.
You would know, Mr. Chairman, that there are only five legislative counsel in the employ of
the House, three of whom have just begun, and it's a learning curve for them, so you're really
dealing with two people with experience. This is not a criticism of the other three, but they're
new on the scene and they're learning the operations here. So it's fine to talk about taking into
consideration the viewpoints of the opposition, but that's to ignore the process that is laid
down in this place.
The process is that members of all parties, regardless of political stripe, be given the
opportunity to propose amendments at committee stage. Moving this to some other stage is
being patently unfair. It's not a question of one party versus another; it's a question of
members' rights.
The Chair: Thank you, Mr. Gallaway. I do want to note the point you made about counsel,
which is a bigger issue vis-à-vis resources of committees. We'll note that one as well.
Are we ready to proceed to clause-by-clause?
[Translation]
Mr. Richard Marceau: Can we put this to a vote?
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[English]
The Chair: This is the order of reference. The order of the day is that we're doing clause-byclause. That's the reason we're here.
Mr. Roger Gallaway: Then I'll make a motion that we adjourn until May 2 consideration of
Bill C-22.
The Chair: Okay.
Apparently if you add a date, it becomes a debatable motion, but if it's without a date, we
simply vote on it.
Mr. Roger Gallaway: Well, I think you have to put a date on it. I'm not moving that we just
adjourn. I'm moving that clause-by-clause consideration of Bill C-22 be adjourned until May
2.
The Chair: That's fair enough. Is there any debate on this issue?
Mr. Marceau.
[Translation]
Mr. Richard Marceau: Mr. Chairman, if I really wanted to be a pain in the neck, I would say
that we're going to debate the issues and that I'm prepared to speak for three hours. As a
lawyer, I know that a person can say just about anything, or nothing at all, and go on for quite
a long time. I could do that, but I don't intend to. We can set a date and I'll not debate the issue.
However, if we agree to vote...
I'd like to be able to count on the members opposite acting in good faith. I don't want to turn
this into a political debate, because we do support the bill. Could we possibly agree among
ourselves that we don't really have the time for this and that it's preferable to adjourn for two
weeks? We've been waiting two years for this bill. Two weeks more won't make any
difference. It won't keep anyone awake at night.
Mr. Gallaway's motion has opened the door to a possible min- filibuster. We could undertake a
clause by clause study of the bill and not get through everything, but we would be no further
ahead for it. This would be of no benefit to anyone seated here at this table or to the
department. I think we should recognize this fact and agree not to wage a procedural battle
over this.
[English]
The Chair: Is there any further comment?
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Mr. Abbott.
Mr. Jim Abbott: Well, I will not be entering into anything to do with the filibuster.
I agree with my colleague from the Bloc. I have had prior conversation with Mr. Cullen, and
I've outlined the position of the Canadian Alliance. However, the suggestion of Mr. Marceau
of doing this even on the Monday that we come back, from 4 to 8 o'clock or from 4 to 12
o'clock or whatever the case may be, would accommodate the concerns that have been raised
about the process.
• 0930
The only possible argument I can think of or that I've heard to this point, from Mr. Cullen or
anyone else, relates to the production of regulations within the department. It seems to me that
is probably not a gigantic problem.
Again, maybe Mr. Cullen can convince us that the two-week delay in the department being
able to go ahead with the regulations, particularly in light of the fact that we do have word
processing equipment on which they could be producing the regulations in view of what they
think the legislation is going to be.... I can't see that really is a problem with the delay.
I'm inclined to agree with this motion. As I say, it seems to me it works us out of this
procedural problem without any undue delay.
The Chair: Okay.
Mr. Cullen.
Mr. Roy Cullen: I think we probably want to get on with this, but I just want to clarify
something.
I take extreme exception to the suggestion from the member from Sarnia—Lambton that
moving this forward now has anything to do with the departmental schedule or priorities. It
has to do with moving forward with a piece of legislation that Canadians want, that law
enforcement agencies want, and that we want to get on with.
The Chair: Is the debate exhausted at this point? Have all the points been made?
Some hon. members: Yes.
The Chair: Okay. We'll move to the vote. Do you want a recorded vote?
Mr. Jim Abbott: Sure.
(Motion negatived: nays 7; yeas 3)
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The Chair: Thank you.
We're now moving to clause-by-clause. We have some government amendments, and we also
have some amendments filed with us, I believe this morning, by Mr. Gallaway; we'll be
dealing with those as well. Does everybody have the amendments tabled by the government
and Mr. Gallaway?
Mr. Roy Cullen: I don't have Mr. Gallaway's.
The Chair: We will wait for everybody to get Mr. Gallaway's amendments before we
proceed.
The Chair: Order.
Mr. Cullen.
(On clause 2—Definitions]
Mr. Roy Cullen: Mr. Chairman, what the member from Sarnia—Lambton has proposed
would put the centre on the same basis as the Auditor General or the Privacy Commissioner,
and the centre is an agency, an arm of the government, fulfilling a mandate of the government.
The centre reports to the minister annually. The minister tables the report to Parliament.
There's also a five-year review.
So on that basis, I think in concept what the member is proposing is not really appropriate, and
I was wondering, given that all his amendments deal with that main theme, whether it would
be possible to vote on all his amendments in a group.
The Chair: Yes. They're consequential, so we can.
Mr. Roy Cullen: Okay.
The Chair: So that's where we're moving—to the vote on the first amendment.
Mr. Roger Gallaway: Let's vote on them now then.
The Chair: Okay. Mr. Gallaway, would you like a recorded vote on this?
Mr. Roger Gallaway: No, I think it's quite fine.
The Chair: Okay.
(Amendment negatived)
The Chair: So all the other amendments...and I have here L1 to L13. They're all defeated.
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(Clauses 2 to 4 inclusive agreed to)
(On clause 5—Application of Part)
The Chair: We have two amendments on clause 5.
Mr. Roy Cullen: Yes, Mr. Chairman. I propose that clause 5 be amended by replacing line 19
on page 3 with the following:
(b) cooperative credit societies, savings and credit
Mr. Chairman, this amendment is to make the description of credit unions in this paragraph
consistent with that in Quebec legislation. I think the members have the explanatory note, but
if they don't...the amendment would include the term “savings union” in English and “caisses
d'épargne” in French. So it's more a housekeeping amendment.
The Chair: Thank you.
(Amendment agreed to)
The Chair: Now we have amendment 2.
Mr. Roy Cullen: Yes, Mr. Chairman. I'd propose that clause 5 be amended by replacing, in the
French version, line 22 on page 4 with the following:
[Translation]
province qui se livrent à l'acceptation de dépôt ou ven[English]
Is that correct?
It's a potential ambiguity in the French version of the paragraph, Mr. Chairman, and that's a
housekeeping amendment.
The Chair: Thank you very much, Mr. Cullen.
(Amendment agreed to)
(Clause 5 as amended agreed to)
The Chair: Do I have unanimous consent to deal with clauses 6 through 48 in a block?
Some hon. members: Yes.
(Clauses 6 to 48 inclusive agreed to)
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(On clause 49—Personnel)
The Chair: We have amendment G3.
Mr. Cullen.
• 0955
Mr. Roy Cullen: Yes, Mr. Chairman. I propose that we replace line 3 with the following:
notwithstanding section 56 of the Public Service Staff Relations Act, in accordance with the
mandate approved by the Treasury
What this does, Mr. Chairman, is it allows the director of the centre to fix the remuneration of
centre employees with the approval of Treasury Board.
The amendment would specify that once a mandate has been approved by the Treasury Board,
the director would fix remuneration of employees in accordance with the mandate, without
having to obtain further Treasury Board approval as required by section 56 of the Public
Service Staff Relations Act.
(Amendment agreed to)
(Clause 49 as amended agreed to)
(Clauses 50 to 54 inclusive agreed to)
(On clause 55—Disclosure by Centre prohibited)
The Chair: We're on amendment G4.
Mr. Cullen.
Mr. Roy Cullen: Yes, Mr. Chairman, thank you.
I propose that clause 55 be amended by replacing line 13 on page 26 with the following:
spect of a financial transaction or
This subclause defines the designated information that the centre is required to disclose to the
police and other government bodies listed in subclause 55(3). Without this, it would be limited
to the prescribed information. This makes sure it also includes suspicious financial
transactions.
(Amendment agreed to)
(Clause 55 as amended agreed to)

Appendix A - Page 299

Commission of Inquiry into Money Laundering in British Columbia

(Clauses 56 to 64 inclusive agreed to)
(On clause 65—Disclosure to law enforcement agencies)
The Chair: Clause 65 has an amendment by the government—G5.
Mr. Roy Cullen: Thank you, Mr. Chairman.
[Translation]
I move that Bill C-22, in clause 65, be amended by replacing, in the French version, lines 25
and 26, page 36, with the following:
organismes compétents chargés de l'application de la loi tout renseignement dont il prend
[English]
Mr. Chairman, this amendment would correct an error in the French version of the clause.
The Chair: Thank you, Mr. Cullen.
(Amendment agreed to)
(Clause 65 as amended agreed to)
(Clauses 66 to 69 inclusive agreed to)
(On clause 70—Audit)
The Chair: There's an amendment by the government.
Mr. Cullen.
Mr. Roy Cullen: Thank you, Mr. Chairman.
I propose that we amend clause 70 by replacing lines 29 to 31 on page 37 with the following:
70.(1) All receipts and expenditures of the Centre are subject to examination and audit by the
Auditor General of Canada.
Then under “Use and disclosure”:
(2) The Auditor General of Canada and every person acting on behalf of or under the direction
of the Auditor General of Canada shall not use or disclose any information referred to in
subsection 55(1) that they have obtained, or to which they have had access, in the course of
exercising powers or performing duties and functions under this Act or the Auditor General
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Act, except for the purposes of exercising those powers or performing those duties and
functions.
Mr. Chairman, colleagues, this has the okay of the Auditor General. Basically, it means that if
there's a staff person or a contractor of the Auditor General doing an audit of the centre and
they come across, for example, someone they know who has been investigated for a suspicious
transaction, they would be obliged never to reveal that information and would suffer the
consequences if they did.
The Chair: Thank you.
Yes, Mr. Szabo.
Mr. Paul Szabo (Mississauga South, Lib.): I wonder if the officials could advise us whether
or not the rules of the Canadian Institute of Chartered Accountants would cause some
difficulty with regard to chartered accountants who are in the employ of the Auditor General's
office to the extent that they have professional rules of conduct that may require them to make
reports to their association in the event that they become directly aware of information.
Mr. Roy Cullen: Could I just comment on that?
The Chair: Sure, Mr. Cullen.
Mr. Roy Cullen: Colleague, the comments that we heard from...this clause deals with
something more specific than that, and I'll ask the officials to comment after I make a brief
intervention.
With respect to the representation made by the CICA and the CGAs, the bill calls for...the
types of activity will be defined by regulation. I will guarantee to you that the regulations will
stipulate, with respect to accountants and lawyers, that in the normal course of their duty, let's
say it's an audit, a test function, or preparing financial statements, they would be exempted.
The only time they would be obliged to report would be if they were engaged as a financial
intermediary in a transaction. And you have my undertaking; that is the way it will be
expressed in the regulation.
• 1000
Is that okay?
The Chair: Thank you.
(Amendment agreed to)
(Clause 70 as amended agreed to)
(Clauses 71 and 72 agreed to)

Appendix A - Page 301

Commission of Inquiry into Money Laundering in British Columbia

(On clause 73—Regulations)
The Chair: Shall we hear amendment G-7 from Mr. Cullen?
Mr. Roy Cullen: Thank you, Mr. Chairman. I'm proposing that we amend clause 73 by
adding after line 28 on page 38 the following:
(e.1) specifying the information to be contained in a report under section 7 or subsection 9(1)
Mr. Chairman, this is amended to provide explicit regulation-making authority to prescribe the
information to be contained in a report under section 7 and subsection 9(1). Right now the act
talks about the form and the manner, so conceivably we could have a situation where someone
has a nice form and they're reporting it every month, or whatever is prescribed, but they
include their favourite recipes in the form. This says not only the form and the manner but the
content.
(Amendment agreed to)
(Clause 73 as amended agreed to)
(Clauses 74 to 76 inclusive agreed to)
(On clause 77—Reporting—section 9)
The Chair: Clause 77 has an amendment by the government, amendment G-8.
Mr. Roy Cullen: Thank you, Mr. Chairman. I would propose that clause 77 be amended by
replacing line 20 on page 40 with the following:
cised due diligence to prevent its commisBasically, the concept of due diligence is well recognized. This act had the concept of all due
diligence. The amendment removes the word “all” so that everyone understands what the
obligations are and it's clear for all stakeholders.
(Amendment agreed to)
(Clause 77 as amended agreed to)
(Clause 78 agreed to)
(On clause 79—Offence by employee or agent)
The Chair: Mr. Cullen.
Mr. Roy Cullen: Mr. Chairman, I propose that clause 79 be amended by replacing line 40 on
page 40 with the following:
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due diligence to prevent its commission.
This clause, Mr. Chairman, provides a due diligence defence for persons charged with an
offence under section 75 or 77. The motion removes the word “all” from the phrase “all due
diligence” in English and replaces the words “a pris les mesures nécessaires”, etc.
(Amendment agreed to)
(Clause 79 as amended agreed to)
(Clauses 80 to 96 inclusive agreed to)
(On clause 97—Bill C-6)
The Chair: Now we have government amendment G-10 on clause 97. Mr. Cullen.
Mr. Roy Cullen: This amendment responds to a representation by the Public Interest
Advocacy Centre, who appeared yesterday. They followed up with the facts to the chair.
Basically what this amendment does is bring Bill C-22 in line with Bill C-6. In a nutshell, any
non-disclosures by the centre or by a financial intermediary—in other words, anything that
would be prejudicial to the detection of money laundering activities in Canada.... So for any
information that was withheld for that purpose, as defined in the act, there would be a report to
the Privacy Commissioner saying this information had been withheld. It responds to the Public
Interest Advocacy Group.
Have the officials had a chance to talk to the privacy office on that point? Would you like to
expand on that?
Mr. Charles Seeto (Director, Financial Sector Division, Department of Finance): We have
called the privacy office. We called early this morning. We left a message with them and we
hadn't gotten a response back from them.
Mr. Roy Cullen: Essentially, in a nutshell, Mr. Chairman, this gives a heightened level of
comfort to the Privacy Commissioner. As the act reads now, the non-disclosure report would
not be forthcoming to the Privacy Commissioner. This allows that so that the Privacy
Commissioner has an understanding of the volume and the extent of non-disclosures. It
actually adds to his or her mandate. We don't expect any difficulty there.
The Chair: Thank you, Mr. Cullen.
(Amendment agreed to)
• 1005
(Clause 97 as amended agreed to)
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(Clauses 98 and 99 agreed to)
(Clause 1 agreed to)
The Chair: Shall the title carry?
Some hon. members: Agreed.
The Chair: Shall the bill carry?
Some hon. members: Agreed.
The Chair: Shall I report the bill with amendments to the House?
Some hon. members: Agreed.
The Chair: Thank you very much.
Before you leave, first of all, I want to thank all those of you who are here to vote and exercise
your democratic right as responsible members of Parliament to be present at these hearings.
Secondly, I'd like to express to the officials my sincerest gratitude for all the work you have
done, not only on this bill but on many bills that come to this committee. Your work is
absolutely excellent and exceptional. From time to time we will come up with amendments to
make improvements, but that's our duty and obligation to the people we represent. You can
rest assured that this committee and the members of the House certainly appreciate the
excellent quality of work and consultation that does take place throughout our country. You
make a very serious contribution. I can sincerely tell you these comments are heartfelt.
Mr. Cullen.
Mr. Roy Cullen: Mr. Chairman, if I might, I'd just like to thank the members and the
department as well. I'd also like to note for the record that we placed a call to Mr. Jim Abbott
of the official opposition to see if he'd come back, because we were lacking quorum. He
indicated he was prepared to do that. I'd like to thank him for that gesture of goodwill.
I'll certainly be working with the members of the opposition over the next couple of weeks. If
there's anything substantive, we'll certainly be looking at it very carefully.
The Chair: Of course, to all the staff of the members of Parliament and also to our staff, clerk,
researchers, and everybody involved in any way with the workings of the committee, as
always, your work is greatly appreciated.
Thank you very much. The meeting is adjourned.
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April 14, 2000 [House of Commons]
Mr. Maurizio Bevilacqua (Vaughan—King—Aurora, Lib.):
Mr. Speaker, I have the honour to present, in both official languages, the second report of the
Standing Committee on Finance regarding its order of reference of Thursday, April 6, 2000 in
relation to Bill C-22, an act to facilitate combatting the laundering of the proceeds of crime, to
establish a financial transactions or reports analysis centre of Canada and to amend and repeal
certain acts in consequence.
The Committee has considered Bill C-22 and reports the bill with amendment.
I want to quickly take the opportunity to thank the clerk, the researchers, the members of the
committee, the witnesses and departmental officials for their excellent work.

May 3, 2000 [House of Commons]
The Acting Speaker (Mr. McClelland): There are 11 motions in amendment on the notice
paper for the report stage of Bill C-22.
The motions will be grouped for debate as follows:
Group No. 1: Motion No. 1.
Group No. 2: Motions Nos. 2 to 7.
Group No. 3, Motions Nos. 8 to 11.
The voting pattern is available at the table. The Chair will inform the House of the details with
each vote.
I will now put Motion No. 1 to the House.
Mr. Richard Marceau (Charlesbourg, BQ):
Motion No. 1
That Bill C-22 be amended by adding after line 10 on page 3 the following new clause:
“3.1 The persons and entities to which this Act applies shall not transfer to their clients, either
directly or indirectly, any costs incurred by them in carrying out their obligations under this
Act.”
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Mr. Speaker, I am pleased to speak to Bill C-22 which seeks to deter money laundering.
Most people agree with the objective of this bill. Indeed, who could support regulations and
laws that are too lax in the area of money laundering?
That being said, we think some amendments are required not to change the bill's thrust but
rather to improve the bill. It is in that spirit of co-operation and with a view to improving the
legislation that we participated in all the various stages.
I want to mention that the time allocated to us between the end of the testimonies at the
Standing Committee on Finance and the beginning of the review, particularly the clause by
clause review, was much too short.
I ask that this House and all its committees ensure that, next time, more time be provided
between the end of the testimonies and the beginning of the clause by clause review of a bill.
Otherwise, what is the use of these testimonies, of all the efforts, money and time expended by
witnesses to come and express their views, if we do not have time afterwards to digest this
new information?
I want to explain what Motion No. 1 is all about. Bill C-22 imposes new obligations to various
organizations and entities, such as banks, casinos and caisses populaires. We know that bank
charges for most Quebec and Canadian consumers are already very high.
The bill imposes new obligations to these entities to help fight money laundering. The purpose
of Motion No. 1 is to ensure that the costs resulting from the new obligations imposed by Bill
C-22 on these various institutions are not passed on to clients.
In the fight against money laundering, this amendment obliges these institutions to be good
corporate citizens. In the battle that all elements of society must wage against money
laundering, we want to ensure that financial institutions become good corporate citizens and
do not transfer to their clients the costs incurred in carrying out these new obligations. Finally,
they must do their part so that everyone helps carry the load in the fight against money
laundering; these institutions will have to absorb these costs, which are minor for them.
We know that the banks make profits in the billions. The idea is to prevent them from passing
on the costs of these obligations to their clients. In my view, this would be a big improvement
to the bill.
People say “Another obligation for the banks. They will pass on the bill to us. Our fees will go
up again. This is crazy, we are already paying plenty”. The purpose of this amendment is to
avoid all this and ensure that clients do not suffer because of these obligations.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance):
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Mr. Speaker, I will be the third speaker to mention the whole issue of the compression of time.
As I pointed out at second reading, the bill is long overdue. The government has been dragging
its feet on it, and all of a sudden we are going at warp speed to try to get it through the
procedure of the House of Commons.
I resent that very deeply on behalf of Canadian people because it is a vitally important bill. It
has the potential to impact many hundreds of thousands if not millions of people in their
financial transactions not only with respect to costs but also with respect to privacy issues and
with respect to enforcement issues.
For that reason I have to concur with the hon. member from the Bloc Quebecois, although I do
acknowledge on the part of the Liberal speaker before me that there had been an all party
agreement to a work schedule When the work schedule became unworkable it was incumbent
in my judgment on the government to revisit that work schedule.
I will be raising this issue in some depth when we get to third reading. Even as we speak there
are ongoing negotiations on a bill and on clauses to a bill that have international ramifications,
if not individual and national ramifications. I find the process to be completely unacceptable. It
is a bill that is vital. Because of the urgency to get the bill through, in part because of the delay
of the Liberals in bringing it to the House of Commons, we will support it. However I want the
people of Canada to know that this is a seriously flawed process.
With respect to Motion No. 1, as has been noted by the government there is a problem which
very simply is how in the world would we ever get institutions, individuals, professionals or
casinos to comply with the particular bill. I believe it is in Never-Never Land. It is kind of a
fairy tale, something like the tooth fairy, that the costs to institutions or individuals providing
services to people will not somehow find their way into the service charges. Of course they
will.
To try to regulate something that is totally unregulatable is pie in the sky. As a consequence,
although I have the greatest respect for the mover of the motion, I could never recommend to
my colleagues that we support it.
Mrs. Pierrette Venne (Saint-Bruno—Saint-Hubert, BQ):
Mr. Speaker, as we mentioned earlier and as the other members have said, money laundering
is a worldwide problem and, because of its nature, is difficult to quantify.
According to the federal government, some $7 billion to $10 billion is laundered in Canada.
John Walker, an Australian criminologist and mathematician, has developed a global model at
the request of the Australian government to determine the scope of money laundering
worldwide. The United States and the UN are interested in his model.
This Australian estimates the money laundering worldwide to be worth about $3 trillion
annually. He does not paint a glowing picture of Canada. According to his model, Canada
ranks ninth worldwide as a country generating illicit money and eighth worldwide as a
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favoured destination for money laundering. According to this study, $64 billion in illicit funds
from outside the country are laundered in Canada and $21 billion in criminal profits are
generated.
Canada is a clearing house for the laundering of money and this news is not good. Canada is
the only G-7 country that does not have legislation to fight money laundering. This is why Bill
C-22 is welcomed favourably by the Bloc Quebecois. It is another step in the fight against
organized crime. The fight against this international scourge must begin at home first. For this
reason, the Bloc Quebecois supports this bill.
There are in Canada measures against money laundering. For example, there are provisions in
the criminal code that make it a criminal offence to launder money and provide for the
confiscation—
The Acting Speaker (Mr. McClelland): I am sorry to interrupt the hon. member.
Mr. John Cummins: Mr. Speaker, I rise on a point of order. I ask for unanimous consent to
concur in private member's Motion No. 308.
The Acting Speaker (Mr. McClelland): Is there unanimous consent?
Some hon. Members: Agreed.
An hon. Member: No.
Mrs. Pierrette Venne:
Mr. Speaker, since I was interrupted right in the middle of a sentence, I will repeat it so that all
those who are listening to us can understand it.
As I was saying, there are in Canada measures against money laundering. For example, there
are provisions in the criminal code that make it a criminal offence to launder money and
provide for the confiscation of the proceeds and property derived from various organized
crime drug trafficking activities. Under these provisions, the burden of proof is heavy for
crown attorneys. They must prove beyond any reasonable doubt that a crime was committed
and then that the seized goods were bought with dirty money. These investigations are
extremely lengthy and few lead to prosecution.
In 1991 Canada passed the Proceeds of Crime (Monetary Laundering) Act, which requires
several institutions to keep records. Indeed, financial institutions, foreign exchange offices,
stockbrokers, life insurance companies and casinos are required to keep a record of
transactions over $10,000. However, there is no accountability requirement. This reduces the
possibility of investigating and laying charges, since the information collected is not in the
hands of the police. If it is passed, Bill C-22 will replace the Proceeds of Crime (Money
Laundering) Act.
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These measures are clearly inadequate and do not seem to be effective enough. That is why the
Bloc Quebecois views Bill C-22 as an improvement on the existing money laundering
legislation. However, Bill C-22 provides for the gathering of information about the movement
of money. This will now be obligatory. A number of institutions and individuals will be
required to make certain reports on the movement of money, as we mentioned. In addition, this
information will be collected and analyzed in order to determine whether investigations or
charges are warranted.
Financial institutions, exchange offices, casinos, life insurance companies and stockbrokers,
among others, will now be required to report financial transactions that they suspect may be
linked to an offence having to do with the laundering of the proceeds of crime. In addition,
these institutions will be required to report certain categories of financial transactions
described in the regulations and valued at more than C$10,000.
Persons importing or exporting cash or goods valued at more than $10,000 and those crossing
the Canadian border with such items will be required to report these amounts to a Canada
Customs official.
That concludes my remarks on Bill C-22 for now. We will certainly have an opportunity to
continue the debate with the amendments that will be introduced in the course of the
afternoon.
Mr. Jim Pankiw: Mr. Speaker, I believe we do not have a quorum.
The Acting Speaker (Mr. McClelland): The hon. member for Saskatoon—Humboldt has
called for a quorum count. Call in the members.
And the bells having rung:
The Acting Speaker (Mr. McClelland): We now have a quorum.
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC):
Mr. Speaker, I want to congratulate my colleague, the member for Saint-Bruno—Saint-Hubert,
on her speech.
I also want to congratulate my colleague, the member for Charlesbourg. He worked very hard
during consideration of this bill. I am very proud to have worked with him.
It is with great pleasure that I rise to speak to Bill C-22, the proceeds of crime bill. This
legislation will, for all intents and purposes, create a new agency that will oversee and very
much attach itself to the effort to prevent money laundering, a very serious problem in our
country.
Again, I congratulate my colleague from Charlesbourg who has worked very hard on this bill
and is very conscientious as a member, a previous member of the Standing Committee on
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Justice and Human Rights, and in his current capacity as he works equally hard for his
constituents.
This amendment would add to a new clause to the bill. It would read:
3.1 The persons and entities to which this Act applies shall not transfer to their clients, either
directly or indirectly, any costs incurred by them in carrying out their obligations under this
Act.
This is a very positive, common sense amendment and one that the Progressive Conservative
Party of Canada will be supporting wholeheartedly. The main purpose of the amendment is
obvious. It would protect the average citizen from the various organizations concerned
effectively passing the buck on to them, that is, using citizens very much as a dupe for some
organized crime unit.
For example, in the banking sector consumers are already faced with relatively high service
charges and further increases would not be desirable. As we all know, money laundering is a
process by which revenues derived from criminal activity are converted into assets that cannot
easily be traced back to their origins. It is something that is happening at an alarming rate in
Canada.
Bill C-22 would bring Canada up to date with the standards of our G-7 trading partners. It does
not take us beyond the minimum standard, but it does take us at least to the standard that G-7
countries have set.
In the United States I had the pleasure recently of visiting with an organized crime unit in the
state of Massachusetts where they are doing a great deal to address this problem, and they are
putting resources into it. That is the number one problem facing this government and this
country. We are not arming our policing agencies, our internal security agencies, with
sufficient resources to combat what is a very sophisticated and very well armed organized
crime syndicate operating in Canada.
The saying that crime does not pay could not be further from the truth with regard to money
laundering. It is estimated that between $5 billion and $17 billion in criminal proceeds are
laundered in Canada each year. It has become a very lucrative and profitable business.
Canada has long had a reputation of being one of the easiest jurisdictions in which to
legitimize the proceeds of illegal pursuits.
The latest report of the Crime Intelligence Service of Canada indicates that money laundering
has allowed, for example, the Sicilian mafia to continue to infiltrate legitimate business. Asian
based groups are heavily involved in Canadian heroin and drug trafficking. We also know that
the Russian mafia has become very prevalent inside Canada.
There has been discussion in the Chamber recently about the situation, particularly on the west
coast, of the smuggling of humans. We know that the sidewinder project has received a great
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deal of attention in the media of late. This again demonstrates, sadly, our lack of resources
when it comes to law enforcement, our internal security services, and their ability to combat
organized crime.
Money laundering is but one aspect of this growing concern we have about protecting the
integrity of our citizens and our money system. Money laundering poses to law enforcement
personnel one of their greatest challenges in the battle against organized crime. To fight
organized crime effectively, law enforcement agencies and we, as legislators, must address the
challenges posed by current trends in money laundering and adopt a strategy to respond to
those challenges. This bill moves in that direction.
For example, several months ago United States officials uncovered the biggest money
laundering operation ever inside their country. Federal investigators believe that Russian
gangsters had channelled up to $10 billion through the Bank of New York, the 15th largest
bank in the United States. This news sent shock waves throughout the entire financial services
sector and proved that money laundering can affect even the biggest banks, those big
commercial banks who would have us believe they are impenetrable.
The United States has moved ahead very quickly with its own tough, new money laundering
legislation. It is very concerned, and we have seen it time and again, because the American
economy and law enforcement agencies are very much tied, and therefore vulnerable, to our
weaker internal security services. The U.S. has expressed concern repeatedly about the
situation.
Since the Liberals took power in 1993 our internal security has diminished and has continued
to be weakened. The Liberal government has given the United States much evidence to
validate its concerns. In December 1999 U.S. customs officers discovered an Algerian
Canadian, with Algerian terrorist connections, attempting to enter the United States through
Seattle with a carload of explosives. This touched off a very serious concern within the United
States and it continues to this day.
On February 25, 2000 the U.S. government suspended firearm and ammunition sales to
Canada, which was done at the request of the Canadian government, and legal import licences
were being used to import large quantities of handguns, rifles and ammunition. Firearms were
then smuggled back into other countries. Many of them went back to the United States. This
was very much an embarrassment for Canada. The soft approach on crime is highlighted by
these inadequacies. It was another blow to our good relationship with the United States,
because of our open, undefended border.
Since 1993 the Liberals have talked repeatedly about increasing penalties for money
laundering in a manner that would be consistent with public safety, yet the RCMP still lacks
the proper budget to deal with today's very sophisticated crime. For example, we saw that only
$810 million had been set aside over the next three years. Much of that has been earmarked to
fight organized crime.
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Unfortunately, the usual sleight of hand has to be uncovered, and that is that 62% of this new
money will not be available until the year 2001-02. This will be added to the RCMP base
budget of about $2.1 million. That is still not enough, given the level of the problem and the
years that the RCMP, CSIS and other services have been underfunded.
The mounties have already had to curtail their activities with respect to undercover operations
which targeted organized crime. Reduction in training and the inability to conduct fraud
investigations in British Columbia and undercover operations seriously jeopardizes the
RCMP's ability to effectively do its job.
To correct these problems it is proposed that 5,000 new RCMP officers would be needed. Also
lacking is staff at the forensic laboratory, the need for DNA databanks and the need to update
the CPIC system. Police forces need this type of technology, and yet the government cannot
even afford and will not commit the money that is needed to deal with these very serious
inadequacies.
The government gave $115 million to the CPIC program when it was stated quite clearly that
what was needed was $283 million. Once again, a pittance. It is an insult to our brave men and
women who are in the mounties and in the secret service to have to work under these
conditions.
British Columbia mounties alone may shift away from organized crime to deal with more
pressing needs of fulfilling police vacancies and paying their officers. Basic policing needs
have to be attended to and, therefore, organized crime needs are being neglected. In rural areas
there is a very serious problem of losing RCMP documents and losing municipal police forces
in small communities.
The riding of Shefford, represented by the Progressive Conservative member from Granby, is
dealing with the very serious threat of losing its detachment. Biker gangs are terrorizing
farmers and forcing them to grow marijuana in their fields.
There is a Bloc member who is currently being threatened by members of biker gangs and
organized crime.
The Progressive Conservative Party of Canada supports the broad purpose and principles of
this bill, that is, to remedy the shortcomings in Canada's anti-money laundering legislation as
identified by the G-7 financial action task force on money laundering. We support this
amendment and we will be very supportive of this bill as it proceeds through the House and
the various committee stages.
The Acting Speaker (Mr. McClelland): Is the House ready for the question?
Some hon. Members: Question.
The Acting Speaker (Mr. McClelland): Is it the pleasure of the House to adopt the motion?
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Some hon. Members: Agreed.
Some hon. Members: No.
The Acting Speaker (Mr. McClelland): All those in favour of the motion will please say
yea.
Some hon. Members: Yea.
The Acting Speaker (Mr. McClelland): All those opposed will please say nay.
Some hon. Members: Nay.
The Acting Speaker (Mr. McClelland): In my opinion the nays have it.
And more than five members having risen:
The Acting Speaker (Mr. McClelland): The recorded division on the proposed motion
stands deferred.
The motions in Group No. 2, at the request of the hon. member for Charlesbourg, the mover of
the motions, will be withdrawn.
Mr. Richard Marceau: Mr. Speaker, following ongoing negotiations with the Parliamentary
Secretary to the Minister of Finance, I have decided not to withdraw these amendments. I will
ask to speak in order to introduce them.
Some will be amended by the parliamentary secretary. As they are my motions, I cannot
amend them myself, if I am not mistaken.
The Acting Speaker (Mr. McClelland): I understand that the motions in Group No. 2,
standing in the name of the hon. member for Charlesbourg, will be introduced at this time.
Mr. Richard Marceau (Charlesbourg, BQ) moved:
Motion No. 2
That Bill C-22 be amended by adding after line 47 on page 10 the following new clause:
“19.1 If an officer decides, on grounds that the officer believes to be reasonable, to exercise
any of the powers or perform any of the duties or functions under subsections 15(1) and (3),
16(1) and (2), 17(1) and 18(1), the officer shall record in writing the reasons for the decision.”
Motion No. 3
That Bill C-22, in Clause 36, be amended by adding after line 22 on page 17 the following:
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“(3.1) If an officer decides, on grounds that the officer believes to be reasonable, to disclose
information under subsection (2) or (3), the officer shall record in writing the reasons for the
decision.”
Motion No. 4
That Bill C-22, in Clause 55, be amended by adding after line 5 on page 26 the following:
“(5.1) The Centre shall record in writing the reasons for all decisions to disclose information
made under subsection (3) or paragraph (4)( a ) or (5)( a ).”
Motion No. 5
That Bill C-22, in Clause 56, be amended by adding after line 18 on page 27 the following:
“(4) In every agreement or arrangement entered into under subsection (1) or (2), there shall be
inserted an express condition that each party shall comply with the provisions of this Act
dealing with the confidentiality and the collection and use of information.”
Motion No. 6
That Bill C-22, in Clause 62, be amended by adding after line 3 on page 33 the following:
“(1.1) If an authorized person decides, on grounds that the person believes to be reasonable, to
enter premises under paragraph (1)( a ), the person shall record in writing the reasons for the
decision.”
Motion No. 7
That Bill C-22, in Clause 63, be amended by replacing line 41 on page 33 with the following:
“business, profession or activity, and shall record in writing the reasons for the person's
belief.”
Mr. Speaker, before I go any further, I seek unanimous consent to withdraw Motion No. 5.
The Acting Speaker (Mr. McClelland): The hon. member for Charlesbourg has asked for the
unanimous consent of the House to remove Motion No. 5 standing in his name. Is there
unanimous consent?
Some hon. Members: Agreed. (Motion No. 5 withdrawn)
Mr. Richard Marceau: Mr. Speaker, again, I am pleased to address this bill, even though I
am a little out of breath.
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The purpose of Motions Nos. 2, 3 and 4 is very simple. If we want the privacy commissioner
and the information access commissioner to be able to get all the information they need, the
reasons for which the officer of the centre wanted to investigate further must be recorded in
writing, otherwise it will be difficult to know what happened and why the decision to
investigate further and to disclose the information was made.
This is the reason why I proposed these motions. I know that these provisions will be amended
by the parliamentary secretary and I will be waiting for his amendments.
In that same spirit of continued co-operation to speed up the process, I ask that Motions Nos. 6
and 7 also be withdrawn, with the unanimous consent of the House.
The Acting Speaker (Mr. McClelland): Just to be clear, is it the intention of the member for
Charlesbourg to ask that Motions Nos. 6 and 7 standing in his name be withdrawn?
Mr. Richard Marceau: Yes, Mr. Speaker.
The Acting Speaker (Mr. McClelland): Does the House give unanimous consent to
withdraw Motions Nos. 6 and 7 standing in the name of the hon. member for Charlesbourg?
Some hon. Members: Agreed. (Motions Nos. 6 and 7 withdrawn)
Mr. Roy Cullen (Parliamentary Secretary to Minister of Finance, Lib.):
Mr. Speaker, I thank the various members for their co-operation in trying to reach some
conclusion to these amendments.
Motion No. 2 would impose a legal requirement on customs officers to do what in certain
circumstances is done as a matter of good administrative practice. My concern with the motion
is that it would create a procedural burden for routine actions, such as a request of a customs
officer to look inside the trunk of a car which is crossing the border.
The procedures proposed in Bill C-22 to deal with cross-border movements of large amounts
of currency and monetary instruments are intended to dovetail with similar procedures dealing
with the movement of goods. Introducing a requirement to create a written record for routine
actions by customs officers at the border would add bureaucracy and cause unnecessary delays
for the travelling public.
I therefore would like to propose the suggestion that officers be required to record in writing
their reasons for decisions under this bill not apply to routine actions but be limited instead to
the exercise of the powers under subsection 18(1) which deal with the seizure of currency or
monetary instruments. Therefore the amended motion would read as follows:
That Bill C-22 be amended by adding after line 47 on page 10 the following new clause:
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“19.1 If an officer decides to exercise powers under subsection 18(1), the officer shall record
in writing reasons for the decision”.
The Acting Speaker (Mr. McClelland): The debate is on the amendment.
Mr. Roy Cullen: Mr. Speaker, could I now proceed to Motion No. 3?
The Acting Speaker (Mr. McClelland): We are on Group No. 2. We have to stay on Group
No. 2 but you can speak to any of the motions in that group.
Mr. Roy Cullen: Mr. Speaker, with respect to Motion No. 3, we have no objection to the
intent of the motion but we would suggest that it be redrafted to make it clear that the decision
would be made by the officer on the basis of the criteria set out in the appropriate subsections
rather than “on grounds that the officer believes to be reasonable”. The amended motion
would read:
That Bill C-22, in clause 36, be amended by adding after line 22 on page 17 the following new
clause:
“(3.1) If an officer decides to disclose information under subsection (2) or (3), the officer shall
record in writing the reasons for the decision.”
The Acting Speaker (Mr. McClelland): The debate is on the amendment. The hon.
Parliamentary Secretary to the Minister of Finance.
Mr. Roy Cullen: Mr. Speaker, moving now to Motion No. 4, the centre's decision to disclose
information in accordance with section 55 of the bill is an extremely important one. It will be
necessary for the centre to fully document the reasons for doing so in each and every case. It
was always intended that the centre would do this and therefore I am prepared to support the
amendment proposed by my colleague.
Mr. Darrel Stinson: Mr. Speaker, I rise on a point of order. Normally in a speech an
amendment is moved just once. There were several amendments created during the speech. I
would like to know what the protocol is.
The Acting Speaker (Mr. McClelland):
The protocol is when it is a report stage motion it is the responsibility of the Chair, where there
is a recognition between parties that they are working toward resolving a bill, not to stand in
the way of that. The Chair's responsibility is to make sure that what is being done is being
done in a parliamentary sound fashion. That is why we are taking the time now to make sure
that what is being done is being done appropriately.
I think behind the hon. member's question is the fact that generally if an amendment to a
motion is moved, it is done at the end of an intervention and that terminates the intervention.
In this case I recognized the hon. parliamentary secretary on a different motion within the
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context of that group recognizing that there had been negotiations between opposition and
government members on this particular bill.
Again it was not my intention to involve the Chair in the debate, but it is the responsibility of
the Chair to ensure that if opposition and government are working toward resolution of
differences on a bill, to facilitate the ability of members to work together in common cause.
As members know, they cannot through amendment change a bill. All they can do is amend
something that is already there; they cannot change the format or the intent. This is what is
being considered by the clerks.
As this is the first time this has come before me, I will need the attention of all members
present to make sure that it is done correctly.
The amendments as presented by the hon. parliamentary secretary are not in order because
they are amendments to change the bill. What is before the House now are the amendments.
For an amendment to be in order it must amend a motion. Therefore, the amendments as
presented by the parliamentary secretary are not in order. This leaves the Chair in the position
of saying that if there is the will for the motion to be amended it is not up to the Chair to
negotiate this. It must be done by the parties.
The way we could do this is to continue with the debate on the motions that are before the
House. If there is no further debate on motions before the House, with the indulgence and with
the unanimous consent of the House, we could move to Group No. 3 and then come back
again to Group No. 2. However, that would require the unanimous consent of the House. Other
than that, we will stay on the motions in Group No. 2 as they are presented.
Mr. Richard Marceau (Charlesbourg, BQ):
Mr. Speaker, I would like to begin by saying that if the government had listened to the
Canadian Alliance member who was sitting on the parliamentary committee at the time, if it
had agreed to allow more time between the end of evidence and the beginning of the clause by
clause review in committee, we would not find ourselves in this situation.
I can only deplore it. I think the Canadian Alliance member will agree with me. This is
deplorable, because normally this exercise should be done in committee.
That being said, I want to make sure I clearly understood what you said. I proposed Motions
Nos. 2 and 3, which were amended by the Parliamentary Secretary to the Minister of Finance.
These are amendments to my motions with which I can live. I wonder if we could go the
unanimous consent route.
The Acting Speaker (Mr. McClelland): The third option would be to ask for the unanimous
consent of the House to receive the amendments as presented by the parliamentary secretary.
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If a member would like to make that motion, we will get on with it. That is a good way to do
it.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance):
Mr. Speaker, the process that we are currently involved in is egregiously flawed. We are
talking about a bill that will interdict hundreds of millions, if not billions, of dollars of
currency. It is an international agreement with vast ranging, international implications for not
only G-7 nations but indeed nations throughout the entire world.
As has been pointed out by my colleague from the Progressive Conservative Party and also my
colleague from the Bloc Quebecois in debate this afternoon, we are talking about the core of
international crime and the way in which we can track it. The member for Charlevoix, another
member and myself have all pointed out that the haste with which this is going through the
House is to treat the House with disrespect and as a rubber stamp.
The debacle we are currently involved in was as a result of discussion in good faith between
the Liberals and the Bloc Quebecois. As the representative of Her Majesty's Official
Opposition, I was not involved in any of the discussion about the motions that you, Mr.
Speaker, have ruled out of order. I find it completely unacceptable that Her Majesty's Official
Opposition would not have been involved in the discussion.
Therefore, I move:
That the debate be now adjourned.
The Acting Speaker (Mr. McClelland): The House has heard the terms of the motion. Is it
the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
Some hon. Members: No.
…
The Acting Speaker (Mr. McClelland): In my opinion the nays have it.
And more than five members have risen:
The Acting Speaker (Mr. McClelland):
Call in the members.
(The House divided on the motion, which was negatived on the following division:)
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Speaker: I declare the motion lost.
It is my duty pursuant to Standing Order 38 to inform the House that the questions to be raised
tonight at the time of adjournment are as follows: the hon. for Bras d'Or—Cape Breton,
Human Resources Development; the hon. member for Halifax West, National Defence; the
hon. member for Kamouraska—Rivière-du-Loup—Témiscouata—Les Basques, Human
Resources Development.
Mr. Joe McGuire (Parliamentary Secretary to Minister of Agriculture and Agri-Food,
Lib.):
Madam Speaker, I move:
That Motion No. 2 be amended by deleting all of the words after the words “19.1 If an officer
decides,” with the following:
“to exercise powers under subsection 18(1), the officer shall record in writing reasons for the
decision”.
I also move:
That Motion No. 3 be amended by deleting the following words:
“, on grounds that the officer believes to be reasonable,”
The Acting Speaker (Ms. Thibeault): The amendments are in order.
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC):
Madam Speaker, I am pleased to take part in this debate. I thank again and recognize the
efforts of the hon. member for Charlesbourg who moved Motions Nos. 2 to 7. These motions
highlight a concern which I think we all have. Certainly we in the Progressive Conservative
Party of Canada share the concerns with respect to this new agency passing on unrelated
information that it might have about Revenue Canada.
For example, if the agency had reasonable grounds to pursue an individual case of money
laundering, that much is fine, but money laundering has become a very serious issue and one
that should be considered a threat to national security.
Globally experts estimate that between $300 billion and $500 billion in United States currency
is criminally derived from international capital markets or funds that are derived from outside
our borders. In Canada the federal government estimates that between $5 billion and $17
billion in criminal proceeds are laundered in this country each year. If this new agency does
not have enough power and enough evidence to pursue the case of money laundering, it could
determine that there is not enough evidence to get the person on tax evasion and could
conceivably release information to Revenue Canada. It is crucial that we ensure on behalf of

Appendix A - Page 319

Commission of Inquiry into Money Laundering in British Columbia

Canadian taxpayers that this new agency is not swallowed up by the Godzilla tax collector out
there, also known as the department of revenue.
What we saw happen in the House just a short time ago epitomizes how the government is
flying by the seat of its pants. We saw a member on the government side try to amend an
amendment. What was intended was to amend the act itself, which the Chair quite properly
ruled out of order. The member rose and we had to delay the debate because of the fact that the
government did not know what it was doing.
This shows there is no plan. The Liberals have lost the plot again with respect to a very
important piece of legislation on which they should have taken the time to do their homework
and prepare what they wanted to do instead of simply trying to hoodwink everybody that was
in the House.
The Progressive Conservative Party supports the broad principles of the bill before us on
debate. It is one of the most important efforts that we can all make with respect to law
enforcement, with respect to the integrity of our country and with respect to the efforts of our
law enforcement agencies to curtail and control a growing money laundering problem and
criminal activity within our borders. The Conservative Party supports the broad principles.
When members of the RCMP call this legislation long overdue and say that it will make a
significant difference, we have to take them at their word. The Canadian Bankers Association
has spoken very favourably about the legislation. It similarly says that the legislation is long
overdue and that organized crime will be much deterred by it.
International money capital markets annually are very much affected. We know that the bill is
aimed at addressing fiscal problems that occur when money is funnelled through legitimate
organizations like banks. We know as well that the amendments which have been introduced
very much ameliorate and prop up some of the intended passages.
We feel the legislation will be an improvement upon the current situation in the country, but
we have to hearken back to where some of the real problems lie. Where do the real problems
stem from in terms of the ability of our law enforcement agencies to somehow control the
situation?
We see a bill that is aimed at tightening up some of the legislative framework, but what we
really need to do to improve the situation is to prop up the RCMP and CSIS by giving these
law enforcement agencies the backup and resources they need to combat a very sophisticated
organized crime syndicate in this country.
We know the government has a reputation for being laid back and very non-supportive of our
law enforcement agencies when it comes to their ongoing uphill battle with existing crime
syndicates, not only motorcycle gangs but the increasing presence of Asian gangs, Russian
gangs and the traditional Mafia within Canada.

Appendix A - Page 320

Commission of Inquiry into Money Laundering in British Columbia

Compared to countries like the United States we pale in comparison in terms of the support
that we give law enforcement agencies. The other message that should be coming out in this
debate is that it is not enough simply to put a legislative framework in place. We have to pony
up to the bar and put dollars on the table so that the men and women who are very much
dedicated to our law enforcement services are not only seen to be given support but are given
actual support. We need to do this right away.
The Progressive Party of Canada has always been very much supportive of agencies in the
country that are tasked with this very important task. They are the thin blue line between the
Canadian public and those who choose a life of crime.
The bill is one of which our party is supportive. The amendments as well are supported by our
party. The reaction from the community, from the banking community and from agencies
across the land, seems to be one that has embraced the intention of the bill. One would hope
that there will be rapid passage of the legislation when it reaches the committee and when it
comes back to the House.
Money laundering is but one part of the equation when it comes to organized crime. We know
that drug enforcement has been a huge problem from our law enforcement perspective. We
know that guns and other contraband material are coming across our undefended borders.
We know as well that child pornography and people smuggling are very much a problem. We
do not have impenetrable borders, and that will never happen. The dismantling of the ports
police which the government orchestrated by having weak border patrols was highlighted
recently by the fact that we had an international terrorist cross into Seattle from Canada. This
alarmed American law enforcement officials. They have called upon Canada to tighten up, to
try to pick up the slack, because they are feeling very vulnerable as a result of Canada letting
down the side.
All the indicators are there. All the signs are speaking out to Canada to do something about it.
The legislation at least indicates that we are moving in the right direction, but sadly as we have
come to expect from the government it is a baby step as opposed to a giant step or even a
significant step in doing the right thing by propping up the men and women who are tasked
with protecting the country's integrity, not only with respect to illegal funds but with respect to
the whole gamut of illegal activity that is taking place.
We know that gangs are very much rearing their ugly heads not only in cities like Montreal,
Toronto and Calgary. They are now making their presence known in rural communities across
the country.
Because of the huge boundaries of water we have and because of the lack of resources that we
have for the coast guard and the lack of resources that we have for the RCMP to actually
partake in patrols on docks and in major ports, once again we are being very much left open to
contraband materials entering the country. Money laundering is very much the focus of the
bill, but we know that there are other very significant tasks, other very significant problems
that are faced by law enforcement agents.
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The government is letting down the side. It has not lived up to the billing. It has not responded
to requests from the RCMP. It has not responded to requests to renew and bring back the ports
police in this country. It is not listening, and we know it is not listening.
More and more we are getting the indicators that this is a tired, arrogant government. When
the Prime Minister goes abroad and sticks his foot firmly in his mouth, it proves that time and
time again. We knew that long before he went to the Middle East. He was doing the same
thing in this country, but now he has demonstrated it to the whole world.
What we want to hear is that the government is listening. Canadians want to hear that the
government is actually listening to them. This is an opportunity for the government to do so,
but I do not think it is listening.
I hear hon. members opposite becoming a little alarmed by the fact that we are pointing this
out, but Canadians know what is happening and those members can say what they want. The
indicators are there. The ears are closed. The message is going out but they are not listening.
We will see a byelection in Newfoundland which will indicate that Canadians have had it with
the Liberal government. When that happens, maybe that message will start to penetrate those
ears. The Liberals have big earmuffs on when it comes to listening to what Canadians have to
say.
With money laundering legislation that is aimed at a specific problem perhaps finally we will
be able to get the attention of the government. We hear about things like this happening in the
country. Unfortunately the national media are not always the most responsible in reporting
exactly how it is, but we know that the particular problem has been broadcast across the
country. It has been broadcast clearly as an issue that has to be addressed and addressed now.
We hope that side of the House will continue to support initiatives like this one. Unfortunately
more and more the initiatives that matter most to Canadians, whether it be tax reduction,
health care, something to do with student debt or initiatives to help our law enforcement
agents, are coming from the opposition side because the Liberals are bankrupt on ideas. We
know that when it comes to principle there is another party in here that can be very bankrupt.
I thank the House for its indulgence and for the time to speak to the legislation. I look forward
to seeing it passed through the various stages and becoming law.
The Acting Speaker (Ms. Thibeault): It being 5.30 p.m., the House will now proceed to the
consideration of Private Members' Business as listed on today's order paper.
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May 4, 2000 [House of Commons]
The House resumed from May 3 consideration of Bill C-22, an act to facilitate combatting the
laundering of proceeds of crime, to establish the Financial Transactions and Reports Analysis
Centre of Canada and to amend and repeal certain acts in consequence, as reported (with
amendment) from the committee, and of the motions in Group No. 2.
The Acting Speaker (Ms. Thibeault): The question is on the amendment to Motion No. 2. Is
it the pleasure of the House to adopt the amendment?
…
The Acting Speaker (Ms. Thibeault): In my opinion the yeas have it.
An hon. Member: On division.
(Amendment agreed to)
The Acting Speaker (Ms. Thibeault): The next question is on Motion No. 2 as amended. Is it
the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
The Acting Speaker (Ms. Thibeault): I declare Motion No. 2, as amended, carried.
(Motion No.2, as amended, agreed to)
The Acting Speaker (Ms. Thibeault): The next question is on the amendment to Motion No.
3. Is it the pleasure of the House to adopt the amendment?
Some hon. Members: Agreed.
The Acting Speaker (Ms. Thibeault): I declare the amendment carried.
(Amendment agreed to)
The Acting Speaker (Ms. Thibeault): The next question is on Motion No. 3 as amended. Is it
the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
The Acting Speaker (Ms. Thibeault): I declare Motion No. 3, as amended, carried.
(Motion No. 3, as amended, agreed to)
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Mr. Jim Abbott: Madam Speaker, I rise on a point of order. If I am not mistaken, the vote on
Motion No. 3 will apply to Motion No. 4. I need clarification of that.
The Acting Speaker (Ms. Thibeault): The vote was on Motion No. 3, as amended, and
therefore Motion No. 4 is adopted.
I will now put the motions in Group No. 3 to the House.
Mr. Richard Marceau (Charlesbourg, BQ) moved:
Motion No. 8
That Bill C-22, in Clause 71, be amended a ) by replacing line 32 on page 37 with the
following:
“71. (1) The Director shall, on or before Septem-” b ) by adding after line 40 on page 37 the
following:
“(2) The report referred to in subsection (1) shall include a copy of the instructions and
regulations governing the exercise of powers and the performance of duties and functions
under this Act which could affect human rights and freedoms.”
Mr. Bob Kilger: Madam Speaker, I rise on a point of order. I think you would find, if you
recognized the Parliamentary Secretary to the Minister of Finance, that we are ready to move
an amendment to the motion put forward by the member from the Bloc Quebecois.
The Acting Speaker (Ms. Thibeault): I propose that I read all the motions in this group and
then I will recognize the parliamentary secretary.
Mr. Roger Gallaway (Sarnia—Lambton, Lib.) moved:
Motion No. 9
That Bill C-22, in Clause 71, be amended a ) by replacing line 32 on page 37 with the
following:
“71. (1) The Director shall, on or before Septem-” b ) by adding after line 40 on page 37 the
following:
“(2) The annual report stands referred to the committee of Parliament that is designated or
established for that purpose. The committee shall review the report and the operations of the
Centre and report to Parliament within 90 days after the tabling of the annual report by the
Minister or any further time that Parliament may authorize.”
Mr. Richard Marceau (Charlesbourg, BQ) moved:

Appendix A - Page 324

Commission of Inquiry into Money Laundering in British Columbia

Motion No. 10
That Bill C-22 be amended by adding after line 40 on page 37 the following new clause:
“71.1 (1) The Director shall, on or before September 30 of each year following the Centre's
first full year of operations, submit a report to the Privacy Commissioner on the measures
taken by the Centre to ensure the confidentiality of any personal information obtained in the
course of its operations.
(2) The Commissioner shall, within three months after receiving the report, submit to
Parliament the Commissioner's opinion on the report.”
Mr. Roger Gallaway (Sarnia—Lambton, Lib.) moved:
Motion No. 11
That Bill C-22, in Clause 72, be amended by replacing lines 1 to 9 on page 38 with the
following:
“72. (1) This Act and the regulations made thereunder shall cease to have effect five years
after the day on which section 98 comes into force.
(2) Within four years after the day on which section 98 comes into force, this Act and the
regulations made thereunder shall stand referred to the committee of Parliament that may be
designated or established for that purpose. The committee shall, within one year, undertake a
comprehensive review of the Act, the regulations and their administration and submit a report
to Parliament including any recommendations pertaining to the continuation of, or changes to,
the Act, the regulations or their administration that the committee wishes to make.”
Mr. Roy Cullen (Parliamentary Secretary to Minister of Finance, Lib.) moved:
That Motion No. 8 be amended by replacing all of the words after the words “(2) The report
referred to in subsection (1) shall include” with the following: “a description of the
management guidelines and policies of the Centre for the protection of human rights and
freedoms”.
The Acting Speaker (Ms. Thibeault): The amendment is receivable.
Mr. Richard Marceau (Charlesbourg, BQ): Madam Speaker, the purpose of the amendment
that was moved, which was then amended by the Parliamentary Secretary to the Minister of
Finance, is to ensure that parliament has a good idea of the rules and policies adopted by the
centre so that it can better play its role as guardian of human rights and freedoms.
The Acting Speaker (Ms. Thibeault): If we were to vote now, we would be voting on
Motions Nos. 8 to 11 inclusive, without the possibility of a new motion.
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Mr. Richard Marceau:
Madam Speaker, I rise on a point of order. I am perhaps mistaken but I thought we were
debating only Motion No. 8. If that is not the case, I wish to move amendments to Motions
Nos. 9 and 11 moved by the Liberal Party member. If the question is not just on Motion No. 8,
I wish to continue to avail myself of my right to speak.
The Acting Speaker (Ms. Thibeault): Yes, I think that is an entirely understandable error.
We are now debating Group No. 3. It includes Motions Nos. 8 to 11 inclusive. If the hon.
member wishes to continue speaking, he has seven minutes and 48 seconds left.
Mr. Richard Marceau: Madam Speaker, we agree with the spirit of Motions Nos. 9 and 11
moved by the member for Sarnia—Lambton, but we wish to make a slight amendment so that
it is not parliament as a whole but the House of Commons which has authority over such
matters.
I therefore move:
That Motion No. 9, in paragraph b ), be amended by replacing the word “Parliament” with the
following:
“the House of Commons”
In addition, I move:
That Motion No. 11, in paragraph b ), be amended by replacing the word “Parliament” with
the following:
“the House of Commons”
I believe these amendments improve the bill by stipulating that elected representatives,
members of the House of Commons—we all know the esteem in which the member for
Sarnia—Lambton holds the other House, and I am sure he will agree—oversee the process and
not people appointed to the Senate.
The Acting Speaker (Ms. Thibeault): The amendments moved by the hon. member are in
order.
Mr. Roger Gallaway (Sarnia—Lambton, Lib.):
Madam Speaker, I am rising today to speak to the third grouping of amendments to Bill C-22,
in particular Motions Nos. 9 and 11.
I want to say first that I support the bill. We all know there is a need that has been agreed upon
both nationally and internationally to combat money laundering. It is a global phenomenon.
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Enabling and co-ordinating the efforts of different law enforcement agencies through a
centralized body such as would be established by this bill certainly is not in question.
I should also say that the amendments I have proposed do alter the bill. I would ask my friends
opposite who have proposed a subamendment to think about what my amendments in fact say
because I do not believe that we are saying anything differently. I would ask them to consider
the following points.
The reason I have proposed these amendments is that I have very specific concerns about the
lack of a role for parliament, in particular the House of Commons, in the oversight of the
centre established pursuant to the bill, and the limited accountability to parliament, in
particular the House of Commons, on the part of the Minister of Finance for the centre's
practices. However that certainly is not a criticism of the minister.
My amendments attempt to redress what I would characterize as an undermining of what some
would call backbenchers' rights by a bill that allows for too little accounting of actions
undertaken in the name of Canadian citizens by the centre. My amendments do not attempt to
micromanage or second guess the daily activities of the centre. They attempt to provide a role
for members of parliament to monitor the means used by the centre to fulfil its mandate and
also to enable members to scrutinize periodically the effectiveness of the policy that underlies
Bill C-22.
My first amendment modifies the reporting obligations of the centre's director. As it now
stands the director must submit an annual report to the Minister of Finance on the centre's
operations for the preceding year. The minister would then table the report to both houses of
parliament within 30 days.
Merely tabling the report in parliament does not provide members the opportunity to seriously
consider the effectiveness of the centre's activities. It does not enable them to question officials
from the centre. It does not permit members to monitor the centre for potentially abusive
practices. This is particularly troubling to me, given that some of the witnesses before the
committee described the bill's breadth as excessive and the powers reserved for it as
potentially sweeping. Legal experts testified that the danger of abuse of power is real and that
the safeguards they foresaw in the bill might not be adequate to forestall such abuses.
My amendment proposes an additional step to the formal report made under the current
legislation to the Minister of Finance, that it be reviewed by an appropriate parliamentary
committee. I understand the desire of my friends opposite to have the bill say it is the House of
Commons, but if we look at this, the amendment in fact says that it be reviewed by an
appropriate parliamentary committee. It could be designated as a committee of the House of
Common. It is very rare that a committee of the Senate would take upon itself such an activity.
It could be referred to a committee of parliament that has been established for that purpose.
I would also point out to my friends opposite that the traditional role is for the finance
committee to carry out those sorts of things. In some respects I can understand the fear they
have that the Senate will come into this but our tradition shows that will not happen.
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Requiring a committee to make a report of its own would obligate, I would suggest to my
friends opposite, members of parliament to study the effectiveness of the centre. It also would
permit concerns to be addressed to the director of the centre and his officials as well as raise
any problems that may not have been seen when the bill was created. That is not a very radical
idea. I am not in any way suggesting that members could ask who they are investigating, how
they are investigating or anything of that nature. It would simply be about where the money is
going, how it is being spent and whether it is working.
I have also proposed changes that would add a sunset clause to the provisions that would give
effect to the bill limiting those provisions to a period of five years, just like the Bank Act. To
quote from the proposed amendment, the sunset clause would require a parliamentary
committee to “undertake a comprehensive review of the act, the regulations and their
administration and submit a report to parliament including any recommendations pertaining to
the continuation of, or changes to, the act, the regulations or their administration that the
committee wishes to make”. This process already exists in the Bank Act. It would have to be
completed so that new re-enabling legislation could be introduced to parliament. It is very
simple. It would have to be considered, voted and acted upon within five calendar years of the
time that this act is given royal assent.
Such a provision would allow members of this place to further scrutinize all the aspects of the
money laundering act. The sunset provision would also allow changes to be made as new law
enforcement techniques are discovered and more important, as different ways of money
laundering emerge. There will certainly be techniques and ways we cannot even foresee or
imagine today especially with the emergence of electronic technology. In short, I would call it
a guard against statutory rust-out. It is a Ziebart provision, if I can call it that.
I said at the beginning of my remarks that this bill undermines backbenchers' rights because
we are creating it, giving it regulatory powers, and there is a reporting provision. We know
this is not the only piece of legislation that has short-circuited the rights of members in this
place. Over the past number of decades, we the backbenchers have witnessed a decline in
means of participation in and influence on the great public policy debates. We have little
ability to influence new legislation as it is being drafted in the faraway reaches of this place.
Nor do we have a parliamentary committee structure that enables members to adequately
influence the course of action taken or even to hold ministers to account.
It has become a common practice here to time allocate legislation so that it does not get
bogged down in the House. While it is important to ensure against parliamentary gridlock, not
having adequate time to debate legislation in some ways invalidates our roles as legislators.
These impediments do not only have implications for our jobs as lawmakers or legislators.
Most important, it dangerously weakens the link between those who govern and those who are
governed. Important questions about the true nature of democracy arise. In a parliamentary
democracy like ours, we as well as our leaders must be aware that the elected members of the
House of Commons are the repositories of democracy in this country. We must at all times be
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aware of the fact that our obligations must remain to our constituents, to national objectives
and the ability for us to ask the kinds of questions that are expected.
In recent times these obligations have become misplaced. Increasingly as a body we are giving
up our ability to question, to debate and to propose changes to legislation. By having the
sunset clause we will bring that back to this place. The idea of depositing a report with the
minister is fine and that minister's depositing it in this place is fine, but we need that other
connection for us. That is the ability to bring the person responsible before a committee of
parliament and allow us from this place to ask those questions. A committee report on the
table here does not allow debate, does not allow questions.
I am simply saying that these amendments are not revolutionary. They just allow for the centre
and its operations to be subject to the scrutiny of us in this place. The way it stands, that is not
the case. For the department to resist such an amendment is not the correct thing to do. It
enables us, the backbench members and those who will come here in the future to have some
scrutiny of that operation.
Mr. Scott Brison (Kings—Hants, PC):
Madam Speaker, it is a pleasure to speak to Bill C-22, the money laundering act.
The report stage amendments have been very constructive and helpful in addressing some of
the issues I raised when speaking to this legislation earlier. The legislation without these types
of constructive amendments would provide a carte blanche, a blank cheque to the new agency
which has the ability to effectively pursue activities without any checks and balances and
potentially persecute innocent Canadians in the course of its activities.
It is in the interests of accountability and ensuring that the rights of all Canadians are respected
and protected against all powerful institutions, particularly these new agencies, whether it is
the Revenue Canada agency or this new money laundering agency. We need to ensure that we
in the House are vigilant in protecting the rights of each and every Canadian.
My greatest concern, and I raised this when speaking to this legislation earlier, is that
ultimately the money laundering agency would have the power to refer information on
questionable cases to Revenue Canada. If that is done only in cases where there are reasonable
grounds to suspect money laundering is one thing. However, if in a case where there may not
be enough evidence to suggest money laundering activities but some evidence of tax evasion
exists and the money laundering agency refers the matter to the Revenue Canada agency, that
is a very different matter. We need to ensure that with the combination of these two agencies
we are not creating a turbocharged Revenue Canada agency that has a greater level of power to
pursue and persecute Canadians.
My concern on the Revenue Canada agency as brought forth earlier was that it has the capacity
to become an IRS style agency, Godzilla the tax collector. The new money laundering agency
could augment the powers of an unaccountable agency and make it even more frightening to
the average Canadian taxpayer.
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The accountability and transparency that would result from the amendments would go a long
way to help address a fundamental flaw with the original legislation. I would hope that
members in the House will support these amendments and will continue to monitor the
activities of these agencies on an ongoing basis.
We do not want to create a system of fear in Canada for the average taxpaying citizen that at
the other end of the tax enforcement side we are actually creating a turbocharged Revenue
Canada agency. We do not want to tilt the balance against the average Canadian taxpayer who
in the past has had to deal with Revenue Canada, now the new Revenue Canada agency,
without a lot of defences.
Again, with the new money laundering agency, anything we can do to ensure that its activities
are held accountable by some means, in this case by reporting and by some independent
analysis and parliamentary reporting and so on, that will all help take the necessary steps in the
right direction.
The Progressive Conservative Party would be supportive of the direction of these amendments
and hope that other members of parliament would see these amendments as being constructive.
Mr. Roy Cullen (Parliamentary Secretary to Minister of Finance, Lib.):
Madam Speaker, when I made the amendment on Motion No. 8 I did not realize we were
speaking on all the motions. With the indulgence of the House, I wonder if I could speak to
Motion No. 8, the motion by the member for Charlesbourg. With some compromise on the
government side, we were able to accommodate his amendment which has been dealt with.
The Acting Speaker (Ms. Thibeault): The parliamentary secretary has already spoken to this
group, I believe. We can seek the consent of the House for you to proceed. Does the hon.
member have the unanimous consent of the House to speak at this point?
Some hon. Members: Agreed.
Mr. Roy Cullen:
Madam Speaker, the bill already requires that the director of the anti-money laundering centre
submit an annual report to the minister and that the minister table a copy of the report in each
House of parliament. This is a fundamentally important accountability measure in the bill.
In our view there was no need to add a provision that would require the centre's annual report
to be reviewed by a committee of parliament. Parliamentary committees have the right to
conduct such a review as they see fit. The motion would merely create a rigid procedure and
timetable for parliamentary review without doing anything to strengthen the accountability of
the centre.
With respect to Motion No. 9, we were prepared to accommodate the member for Sarnia—
Lambton with an amendment that would strike out the words “and the operations of the
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centre”. Unfortunately we cannot support the subamendment by the member for Charlesbourg
to replace the word “parliament” with “House of Commons”. Unfortunately, we also cannot
support the motion by the member for Sarnia—Lambton because we cannot support the
subamendment.
With respect to Motion No. 10, the Privacy Act authorizes the privacy commissioner to
investigate the centre to ensure that the confidentiality of personal information is being
properly protected. The proposed amendment would not therefore provide any additional
safeguards. For this reason, I do not support the proposed amendments.
However, we do believe there is merit in having the director report in some fashion on the very
important matter of confidentiality. That is why we accepted some revised language to Motion
No. 8 which would call for the centre to describe its policies and practices as it relates to the
privacy of information of Canadians.
Finally, with respect to Motion No. 11, I believe that the bill as currently drafted strikes the
right balance by requiring that within five years of coming into force a committee of
parliament review “the administration and operation of this act” and report to parliament.
Clause 72 also explicitly requires that the committee's report to parliament include a statement
of any changes to the act or its administration that the committee recommends.
The existing provision in the bill will ensure that parliament will re-examine this legislation
carefully within five years with a view to considering possible changes to improve Canada's
anti-money laundering regime. This is appropriate given the importance of this legislation.
I do not believe that anything would be gained by the amendment proposed by the member for
Sarnia—Lambton to the five year review clause in this bill because the bill is already going to
be reviewed by parliament within five years. I also cannot support the subamendment by the
member for Charlesbourg to strike out the word “parliament”.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance):
Madam Speaker, we continue with the saga of pulling the bill together with amendments,
subamendments, everything happening at the last minute and negotiations happening even at
11 hours and 59 minutes.
I continue to feel a sense of distress over this bill. We all want the bill to go through so I am
begrudgingly recommending to my colleagues that we support these motions. However, there
has been so much chewing gum, baling wire and paper clips put to this bill at this particular
point I do not have a lot of confidence that we will not see a big problem in three or four years
after this bill comes into effect. I am very concerned about that.
I will speak to Group No. 3 specifically. I will also comment on Motion No. 9 by my esteemed
colleague from Sarnia, and I say that in all seriousness. I take him to be a very serious and
competent gentleman. He has certainly put some very legitimate concerns in front of the
House and has a deep concern about this bill. He is a very serious and worthy member of
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parliament but the problem with his motion is the phrase “and the operations of the centre”
contained in that motion.
Why I prefaced my remarks yet again with this business of negotiating at the last second is
that if in the procedure the government had seen fit to remove that or to propose an
amendment to move that, then my colleague from the Bloc Quebecois could then have entered
the motion that he has before the Chamber. The point is that we have to deal with his motion
and we could have dealt with the motion against this wording and the operations of the centre.
It could have happened and we could have had a clause in this bill that would have in its own
small way gone to strengthening the bill. Unfortunately that did not happen. As a consequence,
because the member's motion includes those six words “and the operations of the centre”, I
will have to recommend to my colleagues that we turn down an otherwise worthy amendment.
With respect to the member for Charlesbourg, for whom I also have a great deal of respect, I
understand what he is trying to do in terms of talking about parliament as opposed to the
government and the whole attitude that there is vis-à-vis the Senate. The Canadian Alliance is
certainly in favour of a total revision of the Senate before we afford it perhaps the kind of
respect that a chamber like that should have. However, because we want to get this bill
through quickly and come up to speed, in spite of the three year delay on the part of the
government, I would have to vote against revising the Senate for the very simple reason that
we will not have any constitutional change. We will certainly not have this Prime Minister do
anything about the Senate. This would have to be included in the motion which we will have
to defeat. This is terribly confusing.
On Motion No. 11 the Canadian Alliance generally would be in favour of sunset clauses. As a
matter of fact, we have proposed them for bills like Bill C-68 and other very contentious bills
that have no proven value. Just to parenthesize that particular bill is completely off track. It is
costing hundreds of millions of dollars and going nowhere. There is no sunset clause. Under
normal circumstances our party would be in favour of a sunset clause.
However, the fact that this bill, as written by the government, does call for a review in five
years, and the fact that money laundering will not go away in the next five years, I do not think
this particular motion would be at all helpful.
Those are the comments of the official opposition. I hope we can get through this without
more chewing gum and baling wire because we are getting a little bit low. The confectionery
is getting concerned.
The Acting Speaker (Ms. Thibeault): Is the House ready for the question?
Some hon. Members: Question.
The Acting Speaker (Ms. Thibeault): The question is on the amendment to Motion No. 8. Is
it the pleasure of the House to adopt the amendment?
Some hon. Members: Agreed.
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(Amendment agreed to)
The question is on Motion No. 8, as amended.
Mr. Bob Kilger:
Madam Speaker, could I verify something with the Chair? In the first instance, we dealt with
Motion No. 8. Are we still dealing with Motion No. 8?
The Acting Speaker (Ms. Thibeault): First, we adopted the amendment to Motion No. 8. We
are now voting on Motion No. 8 as amended. Is it the pleasure of the House to adopt the
motion as amended?
Some hon. Members: Agreed.
(Motion No. 8, as amended, agreed to)
The Acting Speaker (Ms. Thibeault): I declare Motion No. 8, as amended, carried.
The next question is on the amendment to Motion No. 9. Is it the pleasure of the House to
adopt this amendment?
Some hon. Members: Agreed.
Some hon. Members: No.
The Acting Speaker (Ms. Thibeault):
All those in favour of the amendment will please say yea.
…
All those opposed will please say nay.
…
In my opinion the nays have it.
Some hon. Members: On division.
The Acting Speaker (Ms. Thibeault): I declare the amendment lost.
The next question is on Motion No. 9. Is it the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
Some hon. Members: No.
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The Acting Speaker (Ms. Thibeault): I declare Motion No. 9 lost.
(Motion No. 9 negatived)
The next question is on Motion No. 10. Is it the pleasure of the House to adopt the motion?
…
All those in favour of the motion will please say yea.
…
All those opposed will please say nay.
…
In my opinion the nays have it.
Some hon. Members: On division.
The Acting Speaker (Ms. Thibeault): I declare Motion No. 10 lost.
(Motion No. 10 negatived)
The next question is on the amendment to Motion No. 11. Is it the pleasure of the House to
adopt the amendment?
Some hon. Members: Agreed.
Some hon. Members: No.
The Acting Speaker (Ms. Thibeault): All those in favour of the amendment will please say
yea.
Some hon. Members: Yea.
The Acting Speaker (Ms. Thibeault): All those opposed will please say nay.
Some hon. Members: Nay.
The Acting Speaker (Ms. Thibeault): In my opinion the nays have it.
Some hon. Members: On division.
The Acting Speaker (Ms. Thibeault): I declare the amendment lost.
(Amendment negatived)
The next question is on Motion No. 11. Is it the pleasure of the House to adopt the motion?
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Some hon. Members: No.
The Acting Speaker (Ms. Thibeault): I declare Motion No. 11 lost.
(Motion No. 11 negatived)
Mr. Bob Kilger: Madam Speaker, I rise on a point of order. I believe earlier in the debate on
this important subject matter there was a recorded division requested on Group No. 1. I think
you would find unanimous consent to deal with the matter at this time.
The Acting Speaker (Ms. Thibeault): Does the hon. government whip have the unanimous
consent of the House to proceed in such a fashion?
Some hon. Members: Agreed.
The Acting Speaker (Ms. Thibeault): The House will now proceed to the taking of the
deferred recorded division at the report stage of the bill.
The question is on Motion No. 1. Is it the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
Some hon. Members: No.
The Acting Speaker (Ms. Thibeault): All those in favour of the motion will please say yea.
Some hon. Members: Yea.
The Acting Speaker (Ms. Thibeault): All those opposed will please say nay.
Some hon. Members: Nay.
The Acting Speaker (Ms. Thibeault): In my opinion the nays have it.
Some hon. Members: On division.
The Acting Speaker (Ms. Thibeault): I declare the motion lost.
(Motion No. 1 negatived)
Hon. Allan Rock (for the Minister of Finance, Lib.): moved that the bill be concurred in.
The Acting Speaker (Ms. Thibeault): Is it the pleasure of the House to adopt the motion?
Some hon. Members: Agreed.
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(Motion agreed to)
Mr. Bob Kilger: Madam Speaker, if you would seek unanimous consent, I believe the House
would agree to proceed to third reading of this bill.
Mr. Ken Epp: Madam Speaker, I rise on a point of order, which is one of clarification. It
seems to me that the request for a recorded division was made yesterday. Therefore, we should
now be ringing the bells to proceed with the vote, unless the whip would specifically ask for
the vote to be further deferred.
Mr. Bob Kilger:
Madam Speaker, if it would help the House, particularly in addressing the issue raised by my
colleague from Elk Island, earlier I asked for the unanimous consent of the House to dispose
of the deferred vote that was requested on Group No. 1. I want to assure the member that we
dealt with the matter in the best traditions of the House.
The Acting Speaker (Ms. Thibeault):
The hon. government whip asked for consent and the Chair did not hear any disagreement to
the request, so we proceeded as if consent had been given.
The hon. government whip has asked for consent to proceed immediately to third reading.
Does the House give unanimous consent to proceed in such a fashion?
Some hon. Members: Agreed.
Hon. Stéphane Dion (for the Minister of Finance, Lib.) moved that the bill be read the third
time and passed.
Mr. Roy Cullen (Parliamentary Secretary to Minister of Finance, Lib.): Madam Speaker,
I am pleased to rise at the third reading of Bill C-22.
I would like to thank members for their co-operation and their indulgence. We have dealt with
a number of amendments that were presented just days ago, or in some cases hours, and I think
we have accommodated a number of the concerns of the members who proposed amendments.
In fairness to Canadians who are watching this debate, the substance of the bill is sound and
the amendments will add further clarity to the reporting mechanisms. The amendments will
certainly add value to the bill.
In my view it is important that the bill be sent to the Senate and promulgated so that law
enforcement agencies and financial institutions can finalize the development of the regulations
and the guidelines that will set this initiative into motion as quickly as possible. We know that
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money laundering will not go away. What we are trying to do with this legislation is curtail the
growth and decrease the levels of activity that are prevalent in Canada and internationally.
There have been extensive consultations, not only at committee, but with a number of
stakeholder groups. Bill C-22 provides a statutory minimum 90 day pre-publication
requirement for any regulation proposed under the legislation and a minimum 30 day notice
period if further changes are to be made. This goes well beyond what is provided in many
federal statutes and reflects the importance that the government attaches to public
consultations in this area.
In the same vein, the House should know about the guidelines that will be given the
institutions and the people, who, in order to meet the reporting requirements of this bill, must
establish the existence of reasonable grounds to suspect that the transaction is related to the
commission of a money laundering offence.
As we explained at committee, the guidelines will be issued by the proposed anti-money
laundering agency to assist with that determination.
Flexibility will be the key word in developing the guidelines and regulations. The money
launderers of this world are constantly changing their modus operandi. They are constantly
moving into new areas of activity. Therefore, we need to have some flexibility within the
regulations and guidelines.
As an example, there will need to be some clear rules around the professions. If an accountant
or an auditor is doing a regular attest audit and he or she comes across what might be a
suspicious transaction, the legislation does not put the burden on that person to report it. That
would create an unnecessary burden. However, if that person becomes party to a financial
transaction which involves a suspicious activity or an amount of money defined by regulation,
that person is obliged to comply with the legislation. In the normal conduct of professional
activities that would not be required. This will be spelled out in the regulations.
Our other G-7 partners are devoting considerable resources and energies to combatting money
laundering activities. With this law we will do the same.
At committee we heard very strong representations from lawyers in terms of solicitor-client
privilege. The bill specifically calls for respecting solicitor-client privilege. However, we
cannot allow the opportunity for lawyers who might be involved in transactions involving
money laundering operations to be exempt on the grounds of solicitor-client privilege. That
aspect of this law will be very similar to the law in other jurisdictions.
Bill C-22 targets the financial rewards of criminal activity by creating a balanced and effective
reporting regime. It protects the integrity of our financial systems and enables Canada to meet
its international obligations while protecting individual privacy. We will have an effective
money laundering system in place to ensure that Canada fulfils its responsibility both as the
founding member of the financial action task force on money laundering and as a member of
the G-8 to co-operate in the international fight against money laundering.
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Not only are we joining with other members of the financial action task force on money
laundering in order to make the reporting of dubious operations mandatory, but our system of
reporting will now be equal to that of most of the industrialized countries, including the other
members of the G-7, most European countries and many of our Commonwealth partners, such
as Australia and New Zealand.
Let us waste no time in passing this legislation. I urge all hon. members to accord this bill
speedy passage, as we have done to date. Let us pass this legislation so that Canadians can be
protected from money laundering activities.
Mr. Richard Marceau (Charlesbourg, BQ):
Madam Speaker, it is with great pleasure that I rise today to take part in this debate on the third
reading of Bill C-22. I can see that all my colleagues and the pages are eager to hear my
remarks and are deeply interested in this debate, which has a major impact on Canadians and
Quebecers.
First of all, I cannot help but deplore, once again, the fact that the committee had to rush its
examination of the bill.
We heard the last witnesses on Wednesday night at 5 p.m. or 5.30 p.m., and we had to sit the
next morning at 9 a.m. to begin the clause by clause review of the bill. It is easy to understand
that, after hearing interesting evidence, very intelligent and well documented evidence,
members should have been given a little time to weigh this evidence and come up with
amendments.
Unfortunately, this was just before our two week recess. We had some time to digest all of
this, and we came up with amendments that passed. I hope this will serve us a lesson to ensure
that, if we really want to give witnesses who appeared the credit, I would say, that they
deserve, the least the hon. members could do is take the time to assimilate and to re-read their
testimonies. The quality of witnesses who appeared before the Standing Committee on
Finance concerning Bill C-22 was particularly impressive.
I would be remiss if I did not tell members of the House that the Bloc Quebecois has probably
the most intelligent, balanced, concrete and imaginative anti-crime agenda of all political
parties represented in the House. It is an anti-crime agenda that does not fall into populism,
into demagogy, and I think we can see the result with Bill C-22.
I would remind hon. members that the 1997 election platform of the Bloc Quebecois—I know
this is almost bedtime reading to you, Madam Speaker—provided for and clearly asked for
such a measure to fight money laundering.
Indeed, as early as 1997, even before the federal government introduced Bill C-22 and its
doomed predecessor, Bill C-81, the Bloc Quebecois was already working on this issue,
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holding numerous intensive meetings with different crime fighting agencies. This is only one
example. We could give others.
For instance, I introduced a bill to take $1,000 bills out of circulation. The federal government
decided to listen to the Bloc Quebecois and to take them out of circulation to fight money
laundering.
We spent a full opposition day trying to get all the parliamentarians in this House to agree to
have the Standing Committee on Justice look into the problem of organized crime in Canada.
It is a third victory for the Bloc Quebecois.
These three victories are quite impressive. I would be remiss—and I am pretty sure that all the
members would hold it against me—if I overlooked the relentless campaign against organized
crime that the member for Bagot is engaged in, despite all the risks involved, particularly in
his region where farmers live in fear, terrorized by criminal groups who grow marijuana in
their corn fields and other fields. It deserves the support of all members of the House.
Those were four specific actions taken by the Bloc, and we claimed victory on three of them.
Of course, when we hear the clever and convincing arguments brought forward by the Bloc
Quebecois, it is hard to imagine that the House would decide not to follow the lead of the Bloc
on this matter.
Coming back to Bill C-22 per se, and I repeat that it was an original idea of the Bloc, it is
important to mention that it is indeed an obligation, as the parliamentary secretary for the
minister of Finance said, an international obligation for Canada to fight this worldwide
phenomenon known as money laundering. Canada meets its obligations in this regard.
On the whole, this is a good bill. The amendments proposed, again, by the Bloc Quebecois
bring some pretty major improvements to the bill. I see a number of people agreeing with that.
The regulative jurisdiction is one of the main problems of this bill. It was extremely broad, and
one can understand the logic of all that.
The centre that will be created under this bill will have to be flexible. Indeed, considering the
ever changing new technology, it will have to be able to adjust very quickly. This is why the
regulatory power is very broad.
We wanted to ensure that not only would the Access to Information Act and the Privacy Act
apply, but also that parliamentarians would be properly informed about the centre's operations.
This is why I moved Motion No. 8, which was carried with an amendment, but which still
ensures that the policies and benchmarks set by the centre are known by members of the
House, who are ultimately accountable to the public.
This bill deals, among other things, with the issue of privacy. Given today's technology, that
issue can raise some concerns and this is understandable. It is therefore important to give
elected members of the House, who are the only ones accountable to the public, at least an
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opportunity to understand and the authority to ask what is going on in a centre that could
potentially have excessive powers.
I congratulate the House, and particularly the Bloc Quebecois, which promoted the idea of
fighting money laundering and of reporting suspicious transactions over $10,000. This great
victory for the Bloc Quebecois is made even sweeter by the fact that several of our
amendments were accepted by the House, and for good reason.
Again, the House showed great wisdom in supporting the amendments proposed by the Bloc
Quebecois. I congratulate the House, and particularly the Bloc Quebecois for its excellent
work in the fight against crime.
Mr. Jim Abbott (Kootenay—Columbia, Canadian Alliance): Madam Speaker, this is
possibly the strangest bill I have ever had anything to do with in the eight years I have had the
privilege of serving the people of Kootenay—Columbia.
As the solicitor general critic I am fully aware of the consequences of the bill. It will be used
basically as a highly sophisticated sieve to be able to look at countless billions of dollars of
transactions literally on a daily basis. The bill is a highly sophisticated response to a highly
sophisticated problem.
In one presentation during the course of our committee work the law enforcement people
showed us a graph with three different pictures. When we first looked at it, it appeared as
though there was a yellow sun approximately 30 inches in diameter and there were some
notations around its perimeter.
When we looked very closely at it, we realized they were all simply lines. It was much like
taking the wrapping off a golf ball and looking at how the elastic band was wound on it.
Another section showed a bit closer that indeed they were lines, but they were so complex that
it was difficult to perceive any kind of pattern.
A smaller section was blown up to the same size as the original sun and we could see the
number of transactions by organized crime they had traced in this one instance to take a look
at the money coming in from illegal activities that are dragging down society such as drugs,
prostitution and so on. Those activities were detailed in the study by this law enforcement
organization. Of everything I saw, the graph was the most graphic illustration of what we are
discussing today.
We now have the ability because of the power of computers to enact all sorts of transactions
and exceptionally sophisticated transactions on the part of organized crime.
I have been exceptionally critical, and I think rightfully so, of the solicitor general, the finance
minister, the Prime Minister and the government for the fact that they have strangled the
ability of law enforcement agencies in Canada to come even close to the level of sophistication
of which even the most rudimentary organized crime units are capable.
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It is not only organized crime. We are also talking about the laundering of money, much of
which ends up sticking to the fingers of people involved in terrorism. The new immigrants to
Canada, the people who come here to help us build our great nation, the people who see the
opportunity and seize it, are most disadvantaged by the fact that the Liberal government
consistently strangles the ability of law enforcement to get to the bottom of terrible terrorist
organizations that not only plague the world but indeed individuals in Canada.
The speed by which the legislation is going through the House today and over the last couple
of days is well warranted. It is something we desperately need to do, but we put that against
the fact that over the last three years the government has dillied and dallied. It has dragged its
feet and has not got around to giving us the necessary legislation. In just a second I will
describe the process that led up to the point where the government finally brought the
legislation to the House of Commons.
Unfortunately the legislation has been subjected to crass opportunism on the part of the Liberal
government which sees this Chamber and the work of the people here as being worthy of
nothing more than being treated as though it were a rubber stamp, as though we do not have a
function in the process.
I was elected in my constituency not just to represent the people there. Along with the other
300 members in the House of Commons, we were collectively elected to come here to work on
behalf of the people of Canada. I find it absolutely appalling that the government continuously
treats the opposition and this Chamber as though it was a matter of yet another rubber stamp.
I can give an example. I am deeply concerned that the bill will be so egregiously flawed that
we will run into the problems in two, three or four years after the bill is enacted and the centre
gets going. We will find all sorts of flaws because of the terribly bad process it has gone
through.
We have spoken during report stage about the number of things that were going on in the
background. First, we ended up with negotiations between all parties on a work schedule. The
government will say that the work schedule for the committee was on the basis that we would
be hearing witnesses up to a particular point. The hearing of witnesses was to close at 5.30
p.m. one day and at 9 a.m. the next day we would start clause by clause consideration.
For those who are not familiar with how bills go through the House of Commons, clause by
clause is exactly that. Every law is made up of any number of clauses to a bill. The number of
clauses can be as few as two or three. In most instances there are 100 or more clauses to a bill.
Those describe in great detail so that judges, law enforcement officials and interested
Canadians can see what the intent was of the people in this Chamber with respect to any kind
of legislation.
When we go through clause by clause on any bill there is the government side and, depending
on how contentious the bill may be, there is the opposition that will then debate each word,
each parse, each phrase and each piece of punctuation to make sure that it is indeed the way
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the government wants it. Of course at the end of the day the government will prevail. That is
the parliamentary process.
What happened in this instance was we had a number of very interesting witnesses who gave
all of us pause for concern. They made us stop and realize that we have to make sure that our
Canadian legislation reflects the values within the Canadian Charter of Rights and Freedoms.
A witness, a law enforcement official from the U.K., gave us illustrations. I asked him some
questions about his illustrations on what was being done in the U.K. We very clearly
discovered that if we are going to have the Canadian Charter of Rights and Freedoms, every
piece of legislation has to match it. Therefore the bill was working around the restrictions of
the Canadian Charter of Rights and Freedoms that many of our ancestors or relatives of our
ancestors currently living in the U.K. do not have to work around. We realize in every
jurisdiction in all of the G-7 countries and any of the signatories to any of the agreements with
respect to money laundering that there will be different platforms that legislation will be
working from.
We listened to different professional agencies. We listened to businesses that were going to be
affected by the legislation. We had some very thoughtful presentations from most of the
presenters. One or two of the presenters we collectively found were a bit over the top but that
is fine. That is their right and their privilege to come before us in committee.
Against the 2,000 or 3,000 lawyers the government has in the justice department, the solicitor
general's department, the finance department, every government department, against the 2,000
lawyers the government has on its side who could be taking apart this testimony, the official
opposition has one lawyer. Count him. There is one lawyer who is basically responsible for
three different ministries, that is 2,000 to one in terms of strength.
I acknowledge that the work schedule was agreed to by all parties, my party included, but
when we came to the conclusion of this process it was very evident that the work schedule was
no longer workable. That we were going to be hearing witnesses at 5.30 p.m. on Wednesday
and at nine o'clock in the morning on Thursday we were supposed to be prepared to do clause
by clause study was clearly and specifically unworkable. I drew that to the attention of the
parliamentary secretary.
In good faith I went to that committee session. My colleague from Charlesbourg went to that
meeting. We both basically said that we needed more time. The member from Sarnia who was
at the meeting actually put forward a motion that we needed to have time over the two week
parliamentary break when members are at home working with their constituents. That period
of time would give our lawyer an opportunity to take a look at the testimony and to parse it to
see how it related to all of the clauses.
The government saw fit to vote down the motion put forward by the member from Sarnia over
the objections of three members of the opposition. Therefore we did not take part in the clause
by clause study. The reason I did not take part in the clause by clause study was that quite
candidly I was not prepared. I have not received counsel. This is an exceptionally complex
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bill. I say again it is going to screen countless billions and billions of currency in and out of
Canada. I wanted to be prepared. There was no way I could be prepared.
Let us fast forward to bringing this matter to the Chamber yesterday. What a disgraceful
display that was. This was brought into the Chamber yesterday while we were still in the
process of discussions. As a matter of fact I recall the clerk at the table stood to introduce
Group No. 1 and the Speaker at the time began to read the motions. We were all running back
to our seats halfway through negotiations as to how we were going to be handling the various
amendments.
We got into the process and then the Liberals ended up discussing things with the Bloc
Quebecois, which is entirely their privilege. I do not think much of that myself but I do think
very much of the fact that I represent Her Majesty's Official Opposition. We were left out of
any discussions of that type. All of a sudden the government was presenting motions to the
Chair which the Chair could not receive.
I say for the third or fourth time this bill is basically responsible for acting like a highly
sophisticated sieve involving countless billions of dollars on a daily basis and we are running
around giving motions from the Government of Canada that the Chair cannot receive. It is no
wonder I asked that the debate be adjourned. It was only logical. It gave the government an
opportunity to get a breather.
What a disgraceful display for a government of a G-7 nation to come forward with this kind of
vital legislation and to do it in such a slipshod way. It has been the height of folly. It has been
absolutely frustrating to try to perform my duties on behalf of Her Majesty's Official
Opposition when we have seen this type of chewing gum and baling wire.
As I pointed out on Group No. 3 that was just passed, again the government member from
Sarnia presented a motion to amend the bill as written. That is what can happen at report stage,
just so the people who are not familiar with the parliamentary process understand. That motion
actually had some merit. I think it would have strengthened the bill not in a large way but
certainly in a small way, and for something as sophisticated as this bill every little small part
helps.
What happened? The member included a phrase that unfortunately was unworkable. The
phrase would have caused a situation where the centre that will be doing the work would have
to reveal far too much detail in public, and I understand that. My understanding in
conversation with the member from Sarnia is that there had been agreement that he would
agree to the removal of that phrase.
My colleague from Charlesbourg for his own very good reasons brought forward an
amendment. He wanted to remove the word “government” and insert the word “parliament”
thereby freezing the Senate out of the ability of being involved in the five year review of this.
This is important.
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Had the government been on the ball, and I drew it to the attention of certain government
members at the time, and had it inserted the amendment to the motion by the member from
Sarnia and then my colleague had put his subamendment, we could have had that
improvement to the legislation in the bill. This just happened within the last hour.
Instead the government was remiss and did not do that. As a consequence, as we voted down
the amendment by the member for Charlesbourg, we closed off the ability to make the
necessary amendment for that improvement to the bill. I just despair for this process.
I have not been involved in a lot of the legislation that has gone through the House in terms of
shepherding it through the House for Her Majesty's Official Opposition. I have not been as
involved in the detail. Heaven forbid that the the process on every piece of legislation is as
messed up as the process that was involved in this piece of legislation has been.
I recognize we are reaching the time when the Speaker will tell us it is time for members'
statements. I will want to complete my speech following question period. I will conclude this
portion without talking about the substance of the bill, which I will happily do following
question period.
I state again that I have the greatest feeling of despair for this piece of legislation because of
the fatally flawed process through which it has rumbled through this Chamber. This is where
the Senate does come in. God bless their souls over there. They do have the ability to take a
look at this legislation. Hopefully they will not go through as badly flawed a process.
The government now wants to get this bill through like greased lightning and wants to get this
bill enacted finally after three years. I would hope that if the Senate comes forward with
meaningful amendments the government will not take those as hostile and that we will not be
involved in another seriously flawed process in the event that the bill ends up coming back
from the Senate.
The Speaker: My colleague, of course you are absolutely correct that you still have close to
22 minutes. I am sure it will fit in with your plan to give us the second half of your talk today.
As it is almost two o'clock, we will go to Statements by Members.

May 9, 2000 [Senate]
The Hon. the Speaker informed the Senate that a message had been received from the House
of Commons with Bill C-22, to facilitate combatting the laundering of proceeds of crime, to
establish the Financial Transactions and Reports Analysis Centre of Canada and to amend and
repeal certain Acts in consequence.
Bill read first time.
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The Hon. the Speaker: Honourable senators, when shall this bill be read the second time?
On motion of Senator Hays, bill be placed on the Orders of the Day for second reading,
Thursday next, May 11, 2000.

May 11, 2000 [Senate]
On the Order:
Second reading of Bill C-22, to facilitate combatting the laundering of proceeds of crime, to
establish the Financial Transactions and Reports Analysis Centre of Canada and to amend and
repeal certain Acts in consequence.
Hon. Dan Hays (Deputy Leader of the Government): Honourable senators, with leave of
the Senate and notwithstanding rule 58(1)(i), I move:
That, notwithstanding rule 63(1), the proceedings on Bill C-22, which took place on Tuesday,
May 9, 2000, be declared null and void.
We have before us an unprecedented situation, on my inquiry, which is that the text of Bill C22 that was sent to this place by the other place does not in fact reflect a series of amendments
that were made to Bill C-22 in the other place. My information is that they are the amendments
that were set out in the second report of the Standing Committee of Finance of the other place.
There are several of them. Accordingly, what we have referred to in Item No. 4 is not correct.
The error appears to be of a clerical nature, but it is a substantial error. It must be remedied
because we are not talking about the same piece of paper in the two Houses in terms of what is
described therein, namely, the parchment.
The House of Commons has responded to this by sending to us what I believe is the correct
parchment. However, we must dispose of this matter here, in the absence of any other way of
dealing with this unprecedented problem.
Honourable senators, this is a matter that I have had an opportunity to discuss with the Deputy
Leader of the Opposition. I would propose that we deal with this through unanimous consent.
Senator Prud'homme is not listening; nevertheless, we will deal with it by passing the motion
that I have put.
The Hon. the Speaker: Is it your pleasure, honourable senators, to adopt the motion?
Hon. Marcel Prud'homme: Honourable senators, as a word of explanation, what does this
imply? I will cooperate on this issue.
Senator Hays: I appreciate your agreement to cooperate, Senator Prud'homme.
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Senator Prud'homme: The difficulty, senator, is that you must realize that senators talk to
each other. Some say that I am shy. I do not know exactly what is going on, so I do not like to
get up. Sometimes I do know; however, I am concerned about the new senators. When I
became a senator seven years ago, I did not dare get up for fear of embarrassing myself.
Will the Deputy Leader of the Government please tell us what this implies so that we are all on
an equal footing in understanding the mistake that took place?
Senator Hays: Thank you, Senator Prud'homme. Before I say anything, though, I wish to
point out to honourable senators that I did try to be as precise and as clear as I could in
explaining. Nevertheless, let me explain again.
On Monday of this week, we received Bill C-22, which is Order No. 4 on the Orders of the
Day. It was given first reading on Monday.
The parchment did not contain amendments that were made in the Standing Committee on
Finance of the other place. They are referred to in the second report of that committee. There
are several of them, and they are substantive. The error — and it is a clerical error but it is a
substantive clerical error — was discovered. We have now received from the other place
another parchment, which is the same bill, Bill C-22, with the corrections made in it.
Honourable senators, we cannot have two Bill C-22s, so after discussion with the Deputy
Leader of the Opposition and the Table, we have proposed a solution to this unprecedented
situation. The solution is that we give unanimous consent to the motion that I read and that His
Honour put. Perhaps His Honour could put it again to ensure that everyone has heard it and
understands exactly what we propose.
The Hon. the Speaker: Honourable senators, since that order has not yet been called, I do not
think as Speaker that I should deal with it. We are still on the previous order, which is the
second reading of Bill C-20. I will deal with Bill C-22 when that item is called.
Motion agree to and order withdrawn.
…
Hon. Dan Hays (Deputy Leader of the Government): Honourable senators, under
Government Business, I should like to call Bill C-22, next.
The Hon. the Speaker informed the Senate that a message had been received from the House
of Commons with the reprinted Bill C-22, to facilitate combatting the laundering of proceeds
of crime, to establish the Financial Transactions and Reports Analysis Centre of Canada and to
amend and repeal certain Acts in consequence.
Bill read first time.
The Hon. the Speaker: Honourable senators, when shall this bill be read the second time?
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On motion of Senator Hays, bill placed on the Orders of the Day for second reading Monday
next, May 15, 2000.

May 16, 2000 [Senate]
Hon. Richard H. Kroft moved the second reading of Bill C-22, to facilitate combating the
laundering of proceeds of crime, to establish the Financial Transactions and Reports Analysis
Centre of Canada and to amend and repeal certain Acts in consequence.
He said: Honourable senators, it is my privilege to speak to you today at second reading of
Bill C-22, the proceeds of crime, or money laundering, bill.
Money laundering is the process whereby the proceeds from criminal activities are converted
into assets that cannot easily be traced back to their illegal origins. The process typically
begins with the placement of cash into financial channels. It may also involve a series of
complex financial transactions in which the dirty money is layered to further disguise its
origins and then integrated or invested in seemingly bona fide assets.
Open borders and globalized financial markets provide today's criminals with the opportunity
to launder millions of dollars every day in illegal profits. No country, including Canada, is
immune from these activities.
Given the clandestine nature of money laundering and of the crimes that generate the funds
that need to be laundered, it is difficult to put a precise figure on the size of the problem.
However, studies have estimated that between $5 billion and $17 billion in criminal proceeds
are laundered in and through Canada each year. These sums, which are very large by any
standard, are linked primarily to proceeds from drug trafficking.
What has Canada been doing to address this problem? In 1989, the government took important
steps to address money laundering through amendments to the Criminal Code, the Food and
Drugs Act, and the Narcotics Act. Thus, the building blocks of anti-money laundering have
been in place for some time. That legislation made money laundering a criminal offence and
established procedures for seizing, restraining and forfeiting proceeds of crime.
The current Proceeds of Crime (money laundering) Act came into force in June 1991. It
provides Canada with its current system of record keeping and client identification for
financial transactions conducted through financial institutions, as well as professionals that act
as financial intermediaries.
In addition, certain deposit-taking institutions entered into cooperative arrangements with the
RCMP in 1993 to provide for the voluntary reporting of suspected money laundering activities
to the police.
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Further, in partnership with the provinces, territories and law enforcement agencies, the
federal government has taken several steps against organized crime, including initiatives to
fight smuggling and seize proceeds of crime.
In spite of having taken these actions, it is clear that Canada now needs to do more.
(1930)
As money laundering techniques become more sophisticated, detection and deterrence have
become increasingly difficult. Traditional methods used by law enforcement, such as
storefront sting operations, have generally only been effective in dealing with money
launderers who use smaller money service businesses, such as street level foreign exchange
houses. At the same time, the current anti-money laundering measures of record keeping and
limited voluntary reporting by deposit-taking institutions tends to focus only on the initial
placement of cash into financial channels.
The effectiveness of the current reporting scheme is limited by its voluntary nature and by the
fact that illicit funds can enter the system other than through deposit-taking institutions. This is
borne out by international anti-money laundering organizations. They have noted the tendency
for illicit funds to enter the financial system through such diverse points as insurance
companies, security dealers, casinos, currency exchange businesses and professionals,
including lawyers and accountants.
The call for stronger legislation in Canada has come from various sources. Law enforcement
agencies in Canada and abroad need help to deal with the new realities of international
organized crime. They have made the case to the federal government for legislation that
requires the reporting of suspicious and prescribed transactions such as large cash transactions
above a certain amount and of cross-border movements of currency.
At the international level, Canada has come under increasing scrutiny for gaps in our antimoney laundering arrangements. A 1997 review by the Financial Action Task Force on Money
Laundering found Canada's arrangements to be lacking in certain key areas. The FATF
strongly encouraged Canada to meet international standards that required the mandatory
reporting of suspicious transactions.
In recent years, the other 25 members of the task force have made great strides in
strengthening their anti-money laundering laws. Except for Canada, all other FATF members
currently have suspicious transaction reporting requirements in place similar to those
contained in this bill. The measures taken in these other countries have facilitated international
cooperation among them, in fighting money laundering.
Honourable senators, the bill we are debating today is the government's response to the need
for stronger legislation. It updates and strengthens the existing act and will improve the
detection, prevention and deterrence of money laundering in Canada. I must emphasize,
however, that this legislation was designed with the goals of giving law enforcement agencies
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the tools they need while at the same time protecting individual privacy. This bill meets both
goals.
I should also point out that the bill was developed in consultation with many other
stakeholders, including the provinces and territories, the financial community, consumer
groups and organizations concerned about privacy issues.
Honourable senators, I should now like to discuss briefly the measures in the bill. Bill C-22
continues the record keeping and client identification features of the existing Proceeds of
Crime Act. In addition, it provides for the mandatory reporting of suspicious transactions and
prescribed transactions, the reporting of large cross-border movements of currency and the
establishment of the new Financial Transactions and Reform Analysis Centre.
I should like to take a moment to describe these new measures because each is important in its
own right. Taken together, they constitute a coherent package that will strengthen Canada's
anti-money laundering capabilities. These measures will also bring Canada into line with
accepted international standards in the fight against money laundering.
I shall begin by discussing the mandatory reporting provisions of suspicious transactions. One
of the cornerstones of anti-money laundering systems around the world is the legal obligation
to report transactions where money laundering is suspected. By implementing this measure,
Canada now joins the other member countries of the Financial Action Task Force on Money
Laundering that already have some form of mandatory, suspicious transaction reporting in
place.
Regulated financial institutions, casinos, currency exchange businesses and certain other
financial intermediaries, such as lawyers and accountants who act in this capacity, will now be
required to report any financial transaction in respect of which there are reasonable grounds to
suspect that it is related to the commission of a money laundering offence. In addition, specific
types of transactions, like the receipt of cash above a prescribed amount, such as $10,000, and
large electronic transfers, will be outlined in regulations and must also be reported.
Honourable senators, Bill C-22 also requires that the movement of large amounts of cash
money or monetary instruments like travellers' cheques across the Canadian border be declared
to Canada Customs. This measure complements the other reporting requirements of the bill by
discouraging a shift in money laundering activity across the border.
If individuals or businesses fail to comply, a customs officer can seize the currency. However,
any cash or monetary instruments that are seized will be returned once the fine has been paid
unless Customs has reasonable grounds to suspect that the money represents proceeds of
crime, in which case the money may be forfeited to Her Majesty. Naturally, there will be
mechanisms in place for the review and appeal of cross-border seizures and penalties.
The third major element of Bill C-22 involves the establishment of the new Financial
Transactions and Reports Analysis Centre of Canada which will be tasked with receiving and
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analysing all of the reports mandated by this bill and determining whether limited information
should be passed on to the relevant authorities. The centre does not have investigative powers.
Honourable senators, it is important to emphasize that there will be safeguards in place to
ensure that the collection, use and disclosure of information by the centre will be strictly
controlled. The centre will be an independent body acting at arm's length from law
enforcement agencies and other agencies entitled to receive information from the centre.
In addition, where the centre has reasonable grounds to suspect that information would be
relevant to the investigation or prosecution of a money-laundering offence, the centre will only
pass on a specified limited amount of information to the police and other designated agencies.
The information that the centre can disclose will be limited to key identifying information
relating to reported transactions such as the name of the client, the numbering of the account
involved, the amount of the transaction and other similar information.
Given the limited nature of this information, law enforcement authorities will be required to
build a case for prosecution purposes and obtain a court order for disclosure to obtain further
information from the centre. The centre will not be subject to subpoenas except in respect to
money-laundering investigations and prosecutions. I should note, too, that these safeguards are
backed by criminal penalties for any unauthorized use or disclosure of personal information
under the centre's control.
Further, the centre will be subject to the Privacy Act and its protections. In addition, each
House of Parliament will receive an annual report on the operations of the centre. There will
also be a parliamentary review following five years of the committee's operation.
Honourable senators, it is clear from this description, and certainly from a close reading of Bill
C-22, that careful consideration has been given to ensuring that this legislation will create a
balanced and effective anti-money laundering scheme while protecting individual privacy.
Before closing, I wish to touch on the bill's regulation-making authority concerning the
coverage of entities, client information, record keeping and reporting requirements. This
authority will provide much needed flexibility to respond quickly to the ever-changing nature
of money laundering and to adapt the regime to changes in the way financial intermediaries
conduct their business.
This bill also allows greater flexibility to respond to issues raised by stakeholders in
complying with the legislation. Extensive consultations have already started on regulations and
these will continue in the next few months to further refine the current proposals and develop
additional ones regarding the form and manner of reporting. The government's aim is to
develop regulations that are consistent with the principles underlying the bill. This means
striking an appropriate balance among the objectives of law enforcement, protection of
personal information, minimum compliance cost and support for Canada's contribution to
international efforts to combat money laundering.
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This bill requires a 90-day pre-publication period for regulations and a 30-day notice period
for further changes. These requirements go well beyond what is provided in many federal
statutes and reflects the importance the government attaches to public consultations in this
area.
I have noted institutions and professions covered by this legislation will be required to report
suspicious transactions to a new anti-money laundering agency. The government recognizes
that guidance will be needed in determining whether there are reasonable grounds to suspect
that a particular transaction is related to the commission of a money-laundering offence.
This guidance will be in the form of official guidelines issued by the new agency. This is the
approach that is being taken in many other member countries of the Financial Action Task
Force, including Australia, the United Kingdom and the United States. The proposed
guidelines will be developed in full consultation with stakeholder groups and will reflect the
circumstances of the businesses and professions that have a reporting obligation under the bill.
(1940)
Anti-money laundering guidelines that can serve as models for this purpose already exist. For
example, the Superintendent of Financial Institutions issued his guidelines for deterring and
detecting money laundering in 1996. In addition, the guidelines and experience of other
countries that require suspicious transactions to be reported can be drawn upon in the
development of appropriate guidelines for our legislation.
Honourable senators, Bill C-22 is specifically aimed at helping to defeat the vicious cycle of
crime by going after criminals where it hurts most, in their wallets. This legislation achieves
several things. First, it targets the financial rewards of criminal activity and protects the
integrity of our financial system in Canada. Second, it creates a balanced and effective
reporting scheme to uncover criminal activity while protecting individual privacy. Third, it
complements other federal initiatives against organized crime by helping Canada to meet its
international commitments in this area.
It is essential, as we all know, that Canada fulfils its responsibilities, both as a founding
member of the Financial Action Task Force on Money Laundering and as a member of the G8, to cooperate in the international fight against money laundering. Bill C-22 ensures that
Canada meets these responsibilities. I urge all senators to move this bill forward to committee
and to final stage without undue delay. It is a matter of serious importance to Canadians and to
our international obligations.
On motion of Senator Kinsella, for Senator Kelleher, debate adjourned.

May 17, 2000 [Senate]
Senator Hays: I wonder, honourable senators, if I might ask and hopefully receive leave to
not see the clock for approximately five minutes on the following basis.
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First, I propose that we not proceed with the order of the Senate so that Senator Murray can
complete his answer and deal with any other questions in the balance of his half-hour time
frame. Second, I propose that we then call Order No. 4 under Government Business, namely,
resuming second reading debate on Bill C-22, so that we might hear a speech by Senator
Kelleher, which is very short and which may be the last speech at the second reading stage of
this bill.
The Hon. the Speaker: Is leave granted, honourable senators, that I do not proceed with the
order of the Senate and that we resume debate on Bill C-22?
Hon. Noël A. Kinsella (Deputy Leader of the Opposition): Honourable senators, it is
understood that committees will hold in abeyance the commencement of their meetings until
the Senate rises.
Debate suspended.
Proceeds of Crime (Money Laundering) Bill, Second Reading
On the Order:
Resuming debate on the motion of the Honourable Senator Kroft, seconded by the Honourable
Senator Bacon, for the second reading of Bill C-22, to facilitate combatting the laundering of
proceeds of crime, to establish the Financial Transactions and Reports Analysis Centre of
Canada and to amend and repeal certain Acts in consequence.
Hon. James F. Kelleher: Honourable senators, I am pleased to rise today to speak on second
reading of Bill C-22, a bill which, when passed, will create a new Proceeds of Crime Act.
As Senator Kroft mentioned yesterday, money laundering is a serious issue in Canada and has
been for some time. It is estimated that between $5 and $17 billion pass in and through this
country illegally every year.
Bill C-22 builds upon the existing Proceeds of Crime Act and attempts to address
recommendations made by the Financial Action Task Force on Money Laundering, a task
force created by G-7 leaders in 1989. Unfortunately, Canada is one of the last countries in the
industrialized world to take the necessary steps to meet the minimum standards set by the
Financial Action Task Force.
Bill C-22 proposes to bolster Canada's anti-money laundering efforts by requiring banks, trust
companies and a host of other financial intermediaries to report information about the financial
transactions of their clients and customers. Bill C-22 will also establish, in association with the
Canada Customs and Review Agency, a system of reporting large cross-border transactions.
The details about these financial transactions are to be collected by a new central data
gathering and analysis body known as the Financial Transactions and Reports Analysis Centre
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of Canada. This new centre will analyze and assess reports, together with other information
available to it, and provide leads to law enforcement agencies.
As a former solicitor general of Canada, I find it odd that the new centre will report to the
Minister of Finance. It seems more appropriate that an agency that will be involved with law
enforcement would report to a minister with some expertise in the area such as the Office of
the Solicitor General. Nonetheless, I am pleased to report that the Progressive Conservative
Party of Canada supports the broad purposes and aims of this bill; that is, the prevention and
reduction of money laundering in Canada.
I must also tell honourable senators, however, that several aspects of this proposed legislation
give us cause for concern. We note, for example, that, at a time when there is an ongoing need
for government to show fiscal restraint, this government is proposing to create yet another new
agency. Moreover, the government has not made clear exactly what its new centre will cost.
We understand that our colleagues in the other place were told that the centre would cost
approximately $10 million to operate annually. We in this chamber are hearing that the real
cost is, in fact, closer to $15 million. Quite frankly, this is unacceptable. We cannot, as
parliamentarians, give our stamp of approval to this or to any other piece of legislation without
knowing exactly how much taxpayers' money the government proposes to spend.
We are also concerned that the bill does not clearly define the types of financial transactions it
will require banks and other financial intermediaries to report. The definitions provided are
unclear and much of the necessary clarification is being left to the regulations. Without clear
definitions, the dangers exist that financial intermediaries may neglect to report transactions
that should be reported. Conversely — and I am not sure which is worse — they will overreport and thereby provide the new centre with an overflow of data about the financial
transactions of innocent Canadians. This leads me to our next concern.
Perhaps the most troubling aspect of this bill is whether it adequately protects the privacy
rights of Canadians. Canadians are legitimately concerned by the government's continuous
collection and sharing of their personal information. Just yesterday, the Privacy Commissioner
released his annual report and indicated that the government now has a file on almost every
single Canadian, with files containing as many as 2,000 pieces of information. The power this
new centre will have to collect and disseminate personal information, information it can store
for up to eight years, will only exacerbate Canadians' concerns.
The Privacy Commissioner's report also states that the new centre could, in addition to
information pertaining to an individual's criminal history, amass information relating to an
individual's employment, financial transactions and travel history, as well as information
relating to an individual's income status, business or professional relations, and possibly even
personal relations.
While Bill C-22 stipulates that information collected by the centre can only be disclosed under
limited circumstances, in reality we may never be certain if the information gathered about our
financial transactions is being improperly disclosed. We do know that the new centre will be
monitoring our transactions. What we do not know is who will be monitoring the monitor. The
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Office of the Privacy Commissioner simply does not have the necessary resources to conduct
an annual audit of this and every other government department and agency.
Our party wishes to ensure that the provisions of this bill do not result in the personal
information of Canadians being indiscriminately disclosed. Given our concerns, we will also
be giving careful consideration to the need for a strict review of the new legislation every five
years.
Finally, honourable senators, let me repeat that we support the government's attempts, albeit
tardy, to bring Canada's money-laundering legislation into line with the rest of the
industrialized world. However, we also look forward to an opportunity to conduct a detailed
examination of this bill when it is referred to committee.
…
Hon. Dan Hays (Deputy Leader of the Government): Honourable senators, I believe that, to
complete Order No. 4, we should deal with the question.
The Hon. the Speaker: Are there other honourable senators who wish to speak to Bill C-22?
…
The Hon. the Speaker: If no other honourable senator wishes to speak, I will proceed with the
question.
It was moved by the Honourable Senator Kroft, seconded by the Honourable Senator Bacon,
that Bill C-22 be read the second time.
Is it your pleasure, honourable senators, to adopt the motion?
Hon. Senators: Agreed.
Motion agreed to and bill read second time.
Referred to Committee
The Hon. the Speaker: Honourable senators, when shall this bill be read the third time?
On motion of Senator Hays, bill referred to the Standing Senate Committee on Legal and
Constitutional Affairs.
The Hon. the Speaker: Honourable senators, the item for which leave was granted has now
been completed.
The Senate adjourned until Thursday, May 18, 2000, at 1:30 p.m.

May 18, 2000 [Senate]
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Hon. Dan Hays (Deputy Leader of the Government): Honourable senators, with leave of
the Senate, notwithstanding rule 58(1)(f), I move:
That Bill C-22, An Act to facilitate combatting the laundering of proceeds of crime, to
establish the Financial Transactions and Reports Analysis Centre of Canada and to amend and
repeal certain Acts in consequence, which was referred to the Standing Senate Committee on
Legal and Constitutional Affairs, be withdrawn from the said Committee and referred to the
Standing Senate Committee on Banking, Trade and Commerce.
The Hon. the Speaker: Is leave granted, honourable senators?
Hon. Senators: Agreed.
Motion agreed to.

June 1, 2000 [Standing Senate Committee on Banking, Trade and Commerce]
Senator E. Leo Kolber (Chairman) in the Chair.
[English]
The Chairman: Good morning, honourable senators. This morning we are meeting to discuss
Bill C-22.
We have from the Department of Finance, Mr. Charlie Seeto, who will make an opening
statement to fully brief us on all aspects of the bill.
Welcome, Mr. Seeto.
Mr. Charlie Seeto, Director, Financial Sector Policy Branch, Department of Finance:
Mr. Chairman, we appreciate the opportunity to speak to your committee today on Bill C-22,
the proceeds of crime, or money laundering, act.
Honourable senators, no country, Canada included, is immune to organized crime or money
laundering activities. Money laundering is the process whereby the proceeds from criminal
activities are converted into assets that cannot be easily traced back to their illegal origins.
The process typically begins with the placement of cash into financial channels. It may also
involve a series of complex financial transactions in which the "dirty money" is "layered" to
further disguise its origins and then "integrated" or "invested" in seemingly bona fide assets.
Estimating the magnitude of any illicit activity, including money laundering, is always
difficult. However, studies using methodologies that have been adopted by recognized
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international organizations have estimated that between $5 billion and $17 billion in criminal
proceeds are laundered in and through Canada every year. Consistent with the experience in
other countries, most of the funds laundered in Canada are linked to drug trafficking.
The social costs of money laundering take many forms. Once laundered, the proceeds of crime
can be used to finance further criminal activity, perpetuating a vicious cycle of crime.
In this same vein, because criminals must generally launder the proceeds of crime in order to
enjoy their illicit profits, money laundering helps provide the financial incentive for criminal
activity.
In addition, the large profits available to those involved in the money laundering process can
be used to corrupt otherwise law-abiding citizens. This can result in the distortion of business
and financial activity by the criminal element. Honest businesses can face unfair competition
from those that derive part of their income from money laundering. When money is laundered
through financial institutions, the reputations, and even the integrity, of the individual
institutions can potentially be undermined.
Canada has had the building blocks of an anti-money- laundering program in place since 1989,
when amendments to the Criminal Code, the Food and Drugs Act, and the Narcotics Control
Act made money laundering a criminal offence and put in place procedures for seizing,
restraining, and forfeiting proceeds of crime.
The 1991 Proceeds of Crime (money laundering) Act established our current system of record
keeping and client identification for transactions conducted through financial institutions, as
well as for professions acting as financial intermediaries, including lawyers and accountants.
Complementing these measures, certain deposit-taking institutions entered into cooperative
arrangements with the RCMP in 1993 that provide for the voluntary reporting of suspected
money laundering activities to police.
These and other measures taken to date have produced some positive results. The problem is
that money laundering techniques are becoming more sophisticated and detection and
deterrence increasingly difficult. It is clear that Canada now needs stronger and more effective
legislation than that currently on our books. The effectiveness of our current suspicious
transaction reporting scheme is limited by its voluntary nature and its very uneven coverage of
the different points at which illicit funds can enter the system.
While the scheme is supported by voluntary agreements between the RCMP and certain
deposit-taking institutions, no such agreements cover other points at which the placement of
illicit funds can occur, such as insurance companies, securities dealers, casinos, currency
exchange businesses, and professionals, including lawyers and accountants.
Extending existing arrangements for the voluntary reporting of suspicious transactions to other
institutions and professions is not the answer. Unfortunately, even where such agreements
exist, reporting has been extremely uneven. Experience shows that institutions have
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information about suspicious transactions that would be useful to the investigation of a money
laundering offence, but that is not being reported. Given these limitations, law enforcement
agencies have also relied on traditional methods such as conducting "sting" operations through
storefront money exchange businesses. However, these methods are only effective in
uncovering relatively small-scale money laundering activity and can only ever address a
fraction of the money laundering that is occurring.
In addition, the current measures have tended to focus only on the initial placement of cash
into financial channels. Though this will continue to be an important part of anti-moneylaundering efforts, broader coverage and mandatory reporting would also provide police with
valuable information to address the "layering" stage of money laundering, where complex
financial transactions are used to further disguise the proceeds of crime.
Law enforcement agencies both here and abroad, and the Financial Action Task Force on
Money Laundering, or FATF, to which Canada belongs, have called on Canada to make the
reporting of suspicious transactions mandatory.
As the honourable members of this committee may know, the FATF was created in 1989 by
G-7 leaders to set standards for combating money laundering at the national and international
levels. To this end, the FATF established 40 recommendations that all of its 28 members,
including Canada, have agreed to follow.
I am pleased to table with this committee three FATF documents that provide background on
the problem of money laundering, the international efforts to combat it, and the importance of
the kind of measures contained in Bill C-22. These documents are: the most recent annual
report of the FATF, its reports on money laundering typologies for 1999-2000, and the 40
recommendations. I understand that we have provided a copy to the Clerk.
One recommendation is that each country require its financial institutions to report to
competent authorities when they suspect that funds stem from a criminal activity. Canada is
the only country in the FATF that has not yet implemented some form of mandatory reporting
of suspicious transactions. The experience of other countries has demonstrated the benefits of
financial transaction reporting to law enforcement efforts. It has also provided a variety of
models that the government was able to consider in preparing this bill and in designing
Canada's anti-money-laundering centre.
With respect to the benefits, the effectiveness of reporting schemes in other countries can be
illustrated by the latest annual report of Australia's anti-money-laundering agency. The report
includes brief notes on a sample of some 200 cases in which information provided in financial
transaction reports either initiated or contributed to criminal investigations. As well, the U.K.
has estimated that, over the last four years, an average of about one-third of all suspicious
transaction reports provided added criminal intelligence value. On a smaller scale, statistics
from Belgium reveal that, of the approximately 24,000 suspicious transaction reports received
by Belgium's anti-money-laundering agency between December 1993 and 1998,
approximately 1,400 were sent to judicial authorities, and 117 resulted in convictions against
more than 200 people.
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In addition to reports of suspicious and "prescribed" transactions, law enforcement agencies
have also called for the reporting of cross-border movements of currency. Again, this type of
reporting requirement is consistent with the FATF's recommendations to all its members. This
measure is important in ensuring that the introduction of tougher anti-money-laundering
measures here in Canada does not simply shift the problem across our borders.
Mr. Chairman, Bill C-22 is the government's response to this need for stronger legislation.
While it continues the record-keeping and client identification features of the existing
Proceeds of Crime Act, this bill will provide for the mandatory reporting of suspicious and
other prescribed transactions, the reporting of large cross-border movement of currency, and
the establishment of the new Financial Transactions and Reports Analysis Centre of Canada.
Before describing these elements, I would like to emphasize that each, as well as the proposed
scheme as a whole, has been designed not only to meet the needs of law enforcement, but also
to protect the privacy of Canadians to the greatest extent possible. I will outline some of the
key protections contained in the bill in a moment when I describe the features of the proposed
centre.
With respect to mandatory reporting, regulated financial institutions, casinos, currency
exchange businesses, and other financial intermediaries will be required to report any financial
transaction where there are reasonable grounds to suspect that it is related to the commission
of a money laundering offence. Specific types of transactions such as the receipt of cash above
a prescribed amount, for example, must also be reported.
The bill's second provision requires that persons or entities that import or export large amounts
of cash or monetary instruments like travellers' cheques across the Canadian border must
report that to Canada Customs. Canada Customs will then forward the reports to the antimoney-laundering centre.
Currency can be seized if it is not declared and will be returned upon payment of a fine, unless
Canada Customs has reasonable grounds to suspect that it represents proceeds of crime. There
will be mechanisms in place for the review and appeal of cross-border seizures and penalties.
The third element in the bill involves the establishment of the new Financial Transactions and
Reports Analysis Centre of Canada. The centre's primary function will be to receive and
analyze the reports mandated by this bill. The centre's analysis will determine whether limited
information from the reports will be passed on to the appropriate authorities. Great care has
been taken to ensure that the centre's design and the legislative framework under which it
operates serve to protect the privacy of Canadians.
I would like to review some of the safeguards in the bill that ensure that the collection, use,
and disclosure of information by the centre will be strictly controlled.
A key feature of the proposed regime is that the reports mandated by the bill will not be
provided directly to law enforcement agencies. Rather, as I have mentioned, the reports will be
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sent to the anti-money-laundering centre. The centre will be an independent body, acting at
arm's-length from law enforcement and other agencies that are entitled to receive information
from the centre. This means that information reported to the centre about suspicious and
prescribed transactions, as well as cross-border movements of currency, will be subject to
independent review and analysis.
The information received by the centre will be subject to strict confidentiality provisions to
prevent its unauthorized disclosure. Any unauthorized use or disclosure of personal
information under the centre's control will be subject to criminal penalties, including fines of
up to $500,000 or imprisonment for up to five years.
In addition, the situations under which the centre will be authorized to disclose information
will be limited and clearly set out in the act. Only if the centre, on the basis of its analysis,
determines that designated information would be relevant to investigating or prosecuting a
money laundering offence, will it be disclosed to the police.
"Designated information" is defined in the bill and is limited to key identifying information
about the transaction or the cross-border currency movement concerned. For example, in the
case of a reported transaction, the information that can be passed on to the police would be
limited to such facts as the name of the client, the name and address of the business where the
transaction occurred, the account number, and the value of the transaction.
The centre will only be able to release additional information if law enforcement authorities
build a case for prosecution purposes and obtain a court order for disclosure of information
related to a money laundering offence. The centre will not be subject to search warrants.
The centre will also be authorized to disclose designated information to certain other domestic
government agencies, but only under specific conditions. For example, the centre will disclose
designated information to CSIS if it has reasonable grounds to believe that the information
would be relevant to a money laundering offence and also that it would be relevant to a threat
to national security.
The suspected link to money laundering is a test that must be met for any disclosure by the
centre. The centre's independence from law enforcement is an important element of this bill's
protection of privacy. Privacy considerations contributed to the choice of this model over those
of a number of other countries, where similar anti-money-laundering agencies are located
within law enforcement agencies or financial regulators.
The centre's independence and autonomy in determining what information shall be disclosed
to the police is balanced by its overall accountability to Parliament.
The Minister of Finance will be responsible for the centre. The centre shall report annually to
the minister, and the minister shall table a copy of the report in each House of Parliament.
While the day-to-day operation of the centre is clearly the responsibility of its director, the
minister will have the authority to direct the centre on matters of public policy and strategic
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direction. As well, the centre will be subject to the protections of the Privacy Act. For
example, the Privacy Commissioner will have the authority to obtain information from the
centre in order to investigate a complaint under that act. As is the case with other government
institutions, the Privacy Commissioner's office can use its authority to investigate complaints
by individuals against the centre, or to both initiate and investigate a complaint. As well, the
individual will have recourse under the Privacy Act to the Federal Court.
I would now like to discuss the bill's regulation-making authority with respect to entities,
client identification, record keeping, and reporting requirements. It is important that the
government be able to respond quickly to the ever-changing nature of money laundering and
adopt changes to how financial intermediaries conduct their business. This authority provides
that flexibility. The aim is to develop regulations that are consistent with the principles
underlying the bill. This means striking an appropriate balance among the objectives of law
enforcement, protection of personal information, minimum compliance costs, and support for
Canada's contribution to international efforts to combat money laundering. Extensive
consultations have already begun on developing these regulations with these goals in mind.
In addition, this bill requires a 90-day pre-publication period for proposed regulations, as well
as an additional 30-day notice period for any further changes to proposed regulations before
they become effective. These requirements go well beyond what is set out in many federal
statutes and give ample opportunity for parties to provide input.
The Chairman: Where are the regulations published?
Mr. Seeto: In The Canada Gazette.
The Chairman: There is no oversight there. What can you do about that?
Mr. Seeto: We would invite comments.
The Chairman: The only reason I bring it up is we are having this problem with every bill
that is coming to us. We receive the bill and then the bureaucracy has the right to put in any
regulations it likes with virtually no oversight. When there is oversight, it is by a parliamentary
committee that knows nothing about the bill.
I am having trouble with the whole notion of unchallenged regulatory authority. Maybe
someone will ask a question on that and perhaps you will respond. I did not mean to interrupt,
but I want you to know that it is a sore point.
Mr. Seeto: A closely related matter concerns the guidance that will be provided to institutions
and persons who, in fulfilling the reporting requirements under this bill, must determine
whether there are reasonable grounds to suspect that a particular transaction is related to the
commission of a money laundering offence. Guidelines will be issued by the proposed antimoney-laundering agency to assist with this determination. This approach has been taken in
many other member countries of the FATF, including Australia, the U.K., and the U.S.
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These proposed guidelines will be developed in full consultation with stakeholder groups, and
will reflect the circumstances of the businesses and professions that have a reporting
obligation under Bill C-22. It should also be noted that there are existing anti-moneylaundering guidelines that could serve as useful models. For example, the Superintendent of
Financial Institutions issued guidelines for deterring and detecting money laundering in 1996.
In addition, the experience of other countries that require suspicious transactions to be reported
will be drawn upon in the development of appropriate guidelines for the purposes of our
proposed legislation.
In closing, honourable senators, I want to point out that Bill C-22 was developed in
consultation with many key stakeholders, including the provinces, the territories, the financial
community, consumer groups, and organizations concerned about privacy issues. This bill
updates and strengthens the existing act and improves the detection, prevention, and deterrence
of money laundering in Canada. In addition, it gives law enforcement agencies the tools they
need, and at the same time protects individual privacy. Further, these measures will also bring
Canada into line with accepted international standards in the fight against money laundering.
Mr. Chairman, we will be pleased to answer any questions.
The Chairman: Clause 72 of the bill provides for a five-year review of the act by:
...the committee of Parliament that may be designated or established by Parliament for that
purpose...
This form of wording leaves open the idea that a Senate committee may be excluded from
such a review. Could you elaborate on that, please?
Senator Furey: The previous clause on the annual report clearly spells out reporting to both
houses.
The Chairman: Clause 72 does not.
Mr. Seeto: Clause 72 states that within five years of the coming into force of this clause, the
administration and operation of the act is to be reviewed by committee of Parliament. That
clause leaves it to Parliament to establish the committee that will undertake the review.
Parliament, that is to say, both the House of Commons and the Senate, will decide on its own
procedure for establishing the committee.
We also looked at other statutes and found that there was no standard wording for this type of
clause. The wording of the provision in Bill C-22 does leave it up to Parliament to determine
the make-up of the committee. The effect is the same as provisions in other legislation, such as
the Privacy Act, that refer to a committee of the House of Commons, of the Senate, or
committees of both houses, as may be designated or established by Parliament.
The Chairman: One of the problems in saying "Parliament" is that it really means the upper
chamber and the lower chamber.
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Mr. Seeto: Right. That is the intent.
The Chairman: I think it lacks a certain amount of -- excuse the expression -- clarity. Is there
any way we can get a letter from the minister saying that "Parliament" is intended to mean
both houses?
Mr. Seeto: Mr. Chairman, we will raise your suggestion with the minister.
Senator Furey: If you look at the previous clause, which requires an annual report, it clearly
spells out both houses. Why would it not be that clear in the following clause?
Mr. Seeto: The intent is to allow both houses to decide.
Senator Furey: You spell it out in clause 71 but not in clause 72.
The Chairman: If that is your intent, send us a letter that says so.
Mr. Seeto: We will recommend that to the minister.
Senator Tkachuk: Could we have an answer to the question that Senator Furey posed?
Mr. Seeto: I believe it was a drafting issue. It was meant to refer to the procedure by
Parliament, and "Parliament" means both Houses. That is the interpretation we have from the
Department of Justice on this issue.
Senator Kroft: I do not feel that because I am the sponsor and have already spoken on this
bill, that gives me the right to be over on your side of the table. Every Canadian must begin by
being troubled by this bill, and then we must see if we can find a level of comfort.
Conceptually, any bill that turns Canadians individually, and institutions, into whistleblowers,
or words less flattering, is troubling by its very nature. We must look at whether or not the
problem is sufficiently large and difficult that it needs an extraordinary response, and then
whether or not that response is balanced and appropriate. It is important to go through this
exercise because I do not think any of us like the fundamental concept.
I want to try to find my comfort level in a number of areas, so that we can be satisfied that it is
an appropriate response to a serious challenge. I have three specific issues to raise. There
could be many more, but I have three tests, or questions to ask.
First, can you give me some comparison of this bill with what is being done elsewhere? You
say that we are the last guys at the party in terms of bringing in some legislation. Can you give
us some sense of whether we are being less stringent than other jurisdictions, or more zealous?
Have there been particularly contentious issues? It is fine to say that we are developing
legislation, but how does ours fit with Charter-related concerns? How do we compare with
others in that regard?
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Second, what level of agreement has been reached with other recognized guardians of our civil
liberties? I am not sure who will be speaking to that point, but I understand from my briefing
that there have been consultations with the Canadian Bar Association and so on. I should like
to know the status of those consultations. Have comfort levels been reached? That would
apply equally to the accountants. In particular, as a lawyer, I wish to know about your
discussions with lawyers, because it is an incredibly sensitive area. I see in the wording that
"privilege" is protected, but you are talking about lawyers in a different role. It is a particularly
interesting issue.
Third, what has been the nature of your discussion, and to what extent have you reached a
comfort level, with the Privacy Commissioner?
Mr. Seeto: I will ask Mr. Richard Lalonde to respond to your first two questions.
Mr. Richard Lalonde, Chief, Financial Crimes Section, Financial Sector Policy Branch,
Department of Finance: Regarding comparable regimes in other jurisdictions, we were privy
to how other countries had attempted to do this when we were developing the proposal. Our
guiding light has been the international standards of the Financial Action Task Force on antimoney-laundering measures. Our proposal is based on those international standards. It just so
happens that, over the last decade, other countries have also put in place similar regimes that
apply the same standards, recognizing that there will be some differences from one country to
another, depending upon their privacy legislation, constitutions, charters, and internal
government organizations. In some countries, the proposed agencies are adjuncts of their law
enforcement agencies. In others they are completely separate and independent, which is the
case with the proposal before you today. It is difficult to say whether our regime is more or
less stringent than those of other countries. However, we have benefited from their experience
in designing the proposed regime. It has all of the positive features of other regimes. It
certainly respects our Canadian Constitution, our Charter, and builds in features appropriate to
that context.
Senator Meighen: Is it possible to develop some sort of table indicating which of the 28
members have a mandatory reporting regime, and which ones require reporting to an
independent agency as opposed to a law enforcement agency?
Mr. Lalonde: We can certainly come up with such a table, but everyone except Canada has
mandatory reporting at this point. Your focus, senator, would be on which jurisdictions have
which kind of models?
Senator Meighen: Yes. I had not realized we were the last of the 28 members.
Mr. Lalonde: We can provide the committee with that information.
Senator Kroft: Have your discussions with the Canadian Bar Association and the Privacy
Commissioner reached a peaceful conclusion?
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Mr. Lalonde: We have had a number of discussions in the past few months with
representatives of the Canadian Bar Association. While they will support the objectives of the
bill, they have expressed a number of concerns about the role that it would have lawyers play
in terms of reporting, in particular in the reporting of suspicious transactions. We have
indicated to them that the bill states clearly that nothing in the bill requires them to breach
privilege, or to report anything that falls within the category of that privilege. I gather you will
be speaking with them soon. Their concerns remain, nevertheless.
We have indicated to them, and would indicate to you as well, that our interest in providing
that lawyers are covered by this bill is to ensure that there are no gaps in the financial sector.
We know that lawyers perform many roles, one of which is as financial intermediaries. In that
role, they are not very different from other players within the financial sector who are covered
by the scope of this bill.
We are prepared to make it clear that the scope and application of this proposed legislation
applies to lawyers insofar as they are acting as financial intermediaries. We will have to find
the appropriate wording, but that is the concept, and certainly one that we intend to carry out.
Senator Kroft: And the Privacy Commissioner?
Mr. Lalonde: Again, we have had discussions with the Privacy Commissioner's office over
the past few months. Notwithstanding those discussions, they do not have specific issues on
the way the bill was drafted. Their fundamental concern remains that the proposed regime is a
choice for Parliament to make, in that it does impose a requirement for individuals to report on
their clients, and therefore raises significant privacy issues.
I do not know whether the provisions of the bill that protect individual privacy would raise any
particular concerns with the Privacy Commissioner.
Mr. Seeto: I want to add that we had a number of discussions with the Privacy Commissioner
as we went through the bill. These were the words of his staff: "Given the objective, it looks
like the `plumbing' is in a good state." We have tried to address their concerns, given the
objectives of the bill.
Senator Kelleher: Some of my questions have already been partially addressed. Given that
we were the last to come forward with a proposal, we have had an opportunity to observe and
examine what other countries have done. I am concerned about whether we really needed an
independent government agency for this purpose, with its inherent costs and added layer of
bureaucracy.
Perhaps, Mr. Chairman, it would be wise to wait and review what other countries have done,
in light of Senator Meighen's sensible request for some sort of chart. We can leave that
discussion for now, but it is certainly an open question in my mind as to whether we should be
adding another layer of bureaucracy by creating a new agency. I gather that not all countries
are doing it this way?
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Mr. Lalonde: Not all, but many countries have done it in the same way that we are proposing.
The United States, Australia, and France are three examples. Germany may be the exception.
Japan has a separate agency as well. I could go on.
The fundamental difference here is that, in the context of our Canadian Charter and our
Constitution, the independence of law enforcement from government is necessary in order to
balance both the rights of individuals and the needs of law enforcement overall. To house the
proposed agency within law enforcement would tilt that balance. That is why we so carefully
structured the provisions in Part 3 of the bill.
Senator Kroft: We have now another expert here in the person of Senator Kelleher, who has
raised the economic issue. I am curious to know, in light of his past ministerial responsibilities
for other agencies that may well have been possible alternatives, whether Senator Kelleher has
any thoughts on whether any of those might serve well in this context?
Senator Kelleher: Perhaps that can be a joint question from you and me, Senator Kroft.
Ancillary to this is not only the added layer of another agency and the inherent costs, but
second, I am wondering why -- and I guess I am showing my former partiality for the Solicitor
General's office -- the reporting is to the Minister of Finance rather than to the Solicitor
General. I do not disagree with the principle of keeping it as arm's-length, but since this is
primarily a law enforcement measure, why not have the agency report through Parliament to
the Solicitor General rather than to the Minister of Finance?
With the greatest of respect, the Ministry of Finance is doing quite a lot of work here in
Ottawa, and it would not hurt to share some duties with other ministries. How is that for being
diplomatic?
Mr. Seeto: The existing Proceeds of Crime Act is the responsibility of the Minister of Finance
because it deals with financial intermediaries.
Much of the discussion on the development of this bill and its framework centred on how to
set up the centre to meet the Charter issues. How do we deal with a successful Charter
challenge on invasion of privacy? We had long and difficult discussions on that issue.
We looked at having the agency report to the Solicitor General. At the end of the day, the
experts advised that the agency should report to someone who is not responsible for law
enforcement. It was decided that the agency would report to the Minister of Finance. It was not
something that the Department of Finance advocated.
Senator Kelleher: Perhaps, Mr. Chairman, it would be useful to have a separate witness from
the Ministry of the Solicitor General to discuss this issue, because with the greatest respect, I
am not totally convinced by Mr. Seeto's answer. People who report to Parliament on basically
a law enforcement issue should have experience and knowledge in the law enforcement area.
With the greatest respect, that is the Solicitor General's office, and not the Ministry of Finance.
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I know there is someone here this morning from the Solicitor General's office, but that does
not really satisfy me. That puts this official between a rock and a hard place.
Mr. Seeto: I would like to ask Stan Cohen from the Department of Justice to answer this
question.
Senator Kelleher: I was just saying that I do not think he is the appropriate witness. I would
like to have the opinion of a senior official from the Solicitor General's office.
The Chairman: Senator, we will arrange to do that. In the meantime, let's hear from this
gentleman. Perhaps he can shed some light on the subject.
Mr. Stanley Cohen, Senior Legal Counsel, Human Rights Law Section, Department of
Justice: Perhaps I can explain some of the thinking that went into this caution. My job is to
give advice on the Charter issues affecting the criminal justice system, and in this case, issues
affecting the phenomenon of money laundering.
As to the caution of placing this agency under the aegis of the Minister of Finance as opposed
to some other minister, it is true that in terms of pure efficiency, it might have been preferable
to have placed it within the realm of law enforcement. However, the dynamic at work in this
context is pretty well new to Canada, and certainly precedent-setting in terms of the Charter.
This agency essentially receives personal information without benefit of a warrant, the
obtaining of judicial authorization, or oversight before information is collected. That
information is collected at a standard in the bill of "reasonable suspicion," which is not the
"reasonable and probable grounds" that affects the appropriation of information pursuant to a
search warrant.
There is a massing of information within a central agency that essentially has not yet reached
the standard of reasonable and probable grounds for believing that an offence of any kind has
been committed. Thus there is a need -- and I think I could point you in the direction of case
law -- to protect privacy, which is evident just from the very design and the very orientation of
the entire system.
One starts with the view that before this information, which is gathered at a low level of
suspicion, a low standard, is passed on to law enforcement, there must be some vetting and
some assessment.
Essentially, there was a need for some independence from law enforcement; otherwise, you
might just as well have a straight flow-through to law enforcement, which would make it
purely a surveillance and information-gathering device of really quite substantial proportions.
Once you accept that there should be some body interposed between the initial gathering and
the furnishing of the information to law enforcement, it becomes necessary to address the kind
of model.
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You could set up a model within law enforcement, but you would have to create substantial
bureaucratic means of separating the initial intake from the final disposition of the information
to police investigators if you really wanted to protect privacy. You must remember that other
models, like CSIS, have quite an extensive, sophisticated, and costly bureaucratic structure as
well. There you have an Inspector General and the agency itself, and then you have the
minister, in some sense removed from CSIS, and also elaborate reporting requirements.
Placing this body outside of law enforcement is seen as a means of ensuring that the whole
enterprise can "lift off"; that you will not have expended a huge amount of public funds, only
to see it flounder in the first substantial constitutional challenge that there has been a
warrantless appropriation of private information belonging to Canadians.
The thinking was that the proposed structure better protects privacy and still accomplishes the
law enforcement need in an efficient manner.
Senator Kelleher: With the greatest respect, I do not think you have totally answered my
concerns.
Assume for the moment that we agree with you that the best way to do this is through an
independent agency at arm's-length. I am suggesting that the reporting minister be the Solicitor
General as opposed to the Minister of Finance, who frankly is not as learned in the areas of
law enforcement as the Solicitor General, for example.
Mr. Cohen: If you placed the reporting relationship under the Solicitor General, you would
have a minister who is responsible for policing -- in other words, the oversight of the RCMP -and for national security surveillance through CSIS, also running an agency that is supposed to
be operating at arm's-length from law enforcement. Given the public impression that that
might give rise to, it would be a difficult sell. It is possible to do it, but you would create an
impression that there is a much closer relationship than the public or the courts might like.
Senator Kelleher: We can leave that for another day.
Senator Furey: It seems to me that the bigger concern is not so much the public perception,
but whether or not it would survive a Charter argument. Is that correct?
Mr. Cohen: That is correct.
Senator Furey: That is really more where you are coming from.
Mr. Cohen: We certainly start with that, but it takes you back to the whole notion of what is
involved here and the initial appropriation of the information. The Charter argument will
centre around invasion of privacy. How do we protect privacy? That takes you then into the
architecture of the entire enterprise.
Senator Furey: I hope nobody is talking about notwithstanding clauses.
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Senator Kelleher: Following along, if I may, with the potential impact of the Charter of
Rights -- and I think we have the appropriate witness "in the stand," if you will -- are you
confident that the search and seizure provisions in the bill and the mandatory reporting
provisions would survive a challenge under section 8 of the Charter, which is, as you know
better than I, a protection against unreasonable search and seizure?
Mr. Cohen: The best way to answer that question is to say that the scheme has been designed
with a number of substantial safeguards that would affect the way any court would assess the
constitutional validity of the enterprise.
You have an independent agency at arm's-length from law enforcement as one of the
guarantors of privacy, privacy lying at the heart of section 8.
Secondly, you have an impartial agency that stands between the initial intake of information
and its disclosure to law enforcement. That is the FTRAC, the Financial Transactions and
Reports Analysis Centre. That is a safeguard for a limited initial disclosure of information.
Rather than just turning over the whole file or everything that this agency has gathered, you
have a limited disclosure of information -- "tombstone data" is the way it is described -- to law
enforcement. Law enforcement still has to build a case before it can get access to further
information.
There is also the safeguard of what I can call the "unamenability" of the agency itself to
compulsory disclosure beyond money laundering investigations. A sort of wall has been
erected, in the sense that information can pass to law enforcement, to police agencies, but it
does not automatically flow to Revenue Canada, Citizenship and Immigration, or CSIS, unless
there is a link from the money laundering to the specific mandates of those particular agencies.
Before any additional information can be disclosed by the agency, a special warrant or order
has to be obtained. Again, this is a safeguard built into the scheme.
Other safeguards include the annual report that has already been referred to, a five-year
review, and criminal sanctions for unlawful disclosure.
We think that we are striking a balance that can be seen as protective of individual privacy
rights while not frustrating the aims of law enforcement efficiency.
Senator Kelleher: There appears to be a certain lack of definition in the proposed legislation,
if I can put it that way, of the types of transactions that must be reported to the centre. I think
this could lead to Charter problems, as well as the reporting of a lot of extraneous information.
Perhaps, looking at it from the other side, not enough of the kind of information for which they
are really looking will be reported. Do you feel that there is some way we can tighten up or
particularize the definition of the types of transactions that must be reported?
Mr. Cohen: I think the difficulty on which you have put your finger, senator, is how you
define a "suspicious transaction." Of course, the regulations themselves will have to partly
address that.
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Senator Kelleher: That is the kind of thing that concerns not only the chairman but many
members of the committee. Too much will be left to regulation.
Mr. Cohen: Part of the answer to that, I think, comes back to the review. Five years may be a
long period of time, but we will certainly have experience with how the system is operating
and how well it is serving the Canadian public. I think another part of the answer may lie in
how both Houses of Parliament choose to oversee those regulations.
The annual report could conceivably be a device for further enlightening the public as to what
exactly has occurred in regulations. Reasonable suspicion, or what constitutes a suspicious
transaction, is always going to elude precise definition to a certain extent. Certainly Charter
case law on just this standard of reasonable ground to suspect, or reasonable suspicion, is itself
constantly in need of clarification. The best definition of reasonable suspicion -- and this
comes from a case endorsed by the Supreme Court of Canada -- is that it is "a constellation of
objectively discernible facts which give the detaining officer reasonable cause to suspect that
the detainee is criminally implicated in the activity under investigation." A hunch based
entirely on intuition gained by experience cannot suffice, no matter how accurate that hunch
might prove to be.
That does not give us a great deal of precision, but the courts actually deal with that standard
and apply it to particular factual situations in the criminal context to determine whether
officers did or did not have reasonable grounds to suspect that a crime was being committed.
To a certain extent, it will have to emerge from experience and from the refinement of
guidelines. Guidelines themselves can contain examples or hypothetical situations that might
be more precise than just the standard itself. That may serve to clarify the way in which
information is initially gathered.
Senator Tkachuk: In this case, however, it is not people at the centre but people doing the
reporting who are deciding what is suspicious. This could be a bank, an institution, a casino. It
is these people who will be making a decision regarding "suspicious nature." These are not law
enforcement officers, but civilians in the business community. How will amateurs make that
decision?
Mr. Seeto: The bill provides for two classes of suspicious transactions. We will prescribe that
certain transactions be reported to the centre. For example, we would want the bank to report if
someone comes in with $10,000 in cash, which is unusual. They would have to report that to
the centre.
Senator Tkachuk: What about $9,999?
Mr. Seeto: They would not have to report that.
The second class is, they would report a transaction that they believe to be suspicious. If
someone came in with $9,999 and asked at what level does the bank report a transaction to the
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centre, you might consider reporting it. However, you would have to be certain of the grounds
on which you think it is a suspicious transaction. There are two classes provided for in the bill.
Senator Tkachuk: It is the use of the cash that leads to the suspicion, so whether it is $10,000
or $9,999 or $7,950, you are still asking an amateur to make a decision. At $10,000 and up,
bells automatically ring, but with anything under that, there is a subjective decision to be made
here.
Mr. Seeto: To assist these institutions, we propose to have the centre develop guidelines to
help determine whether a transaction is suspicious or not. As I pointed out, the Superintendent
of Financial Institutions has a set of guidelines for federally regulated institutions to help them
decide whether a transaction is suspicious or not. Other countries have similar regimes, and
have developed guidelines on suspicious transactions based on experience. We will review
those, and the centre will come up with a set of guidelines to help the different types of
financial intermediaries decide what is a suspicious transaction.
Senator Oliver: My concern is that this will perpetuate ethnic stereotyping. If I were to walk
into one of the institutions after arriving from Nigeria or Jamaica or places in India, as a
visible minority person, certainly I will be more suspect than if I were a white person coming
in with $9,000 in cash from Bay Street. It seems to me that you are really setting up yet
another instance where bureaucrats and lawyers can perpetuate negative stereotypes of
minorities, and I think it is totally wrong. I think that it is just perpetuating systemic racism.
That is how bad it is.
Mr. Cohen: I do not know quite how to answer the suggestion that bank tellers and others will
participate in a way that fosters systemic racism. There are two levels of intake for the
information before it gets anywhere where any significant damage can be caused. There has to
be an intake level. If a person comes into a bank, the teller will prepare a report, depending on
whether it falls into the prescribed or suspicious transaction category. It is true that that
information goes to the Financial Transactions and Reports Analysis Centre, but it does not go
further until it has been assessed in a more detached and expert fashion, having regard to a lot
more information than simply the one report itself. Thus there is a second, professional vetting
of the information before it can make its way over to law enforcement.
That is another safeguard and another reason for the interposing of this agency between the
institution and law enforcement.
I think that that at least is something that addresses the issue of whether significant
consequences will flow to individuals as a result of the initial gathering of information. There
is no disclosure to law enforcement until a second set of eyes has appraised the information
and decided to pass it along.
Senator Oliver: Can you give us the citation for the Supreme Court of Canada case from
which you quoted the definition of "reasonable suspicion"?

Appendix A - Page 370

Commission of Inquiry into Money Laundering in British Columbia

Mr. Cohen: That case initially was a decision of the Ontario Court of Appeal. However, it
was endorsed in a Supreme Court decision by the name of Regina v. Jacques. The citation I
have is 1996, 110 Canadian Criminal Cases, 3rd, page 11.
Senator Angus: This is a very interesting piece of proposed legislation. Obviously, it is
complicated, and I am delighted that you could come to brief us on it this morning.
Some of my questions might appear to be a bit naive. However, please realize that they are
sincerely directed. The words "money laundering" have taken on a "folkloric" kind of
definition, if you will. A few of us were discussing just what is money laundering the other
night. You talk about money that is derived from an illegal act. We started to ask ourselves, to
what kinds of illegal acts is this really directed? Some believe that it is tax evasion, for
example, and that this bill is a concentrated effort among the majority of those 28 countries
you mentioned to crack down on tax evasion and this flow of money that is outside the system.
Others say that it is drugs and other things.
Could you give me a short primer on the kinds of crimes that you are talking about, and
perhaps a couple of examples of how the money gets laundered and becomes the fruit of
crime? We all watch TV programs that bandy these words about; but we are now at the
legislative stage and we are trying to be as precise as we can. We need to understand it.
Mr. Lalonde: Mr. Chairman, I can give a brief explanation of what laundering is all about.
However, we also have here witnesses from the RCMP who are prepared to provide you with
more detailed examples than I can.
In its simplest form, money laundering concerns the proceeds of a criminal activity. Our
Criminal Code defines the predicate offences for which you can be convicted of money
laundering. It is taking those proceeds of criminal activity and putting them into the financial
system by trying to disguise their illicit origins through a series of transactions. That is in its
simplest form.
Senator Angus: Can you give me a simple example, other than a drug dealer?
Mr. Lalonde: For example, a securities dealer attempting to defraud some of his clients will
perhaps take some of his monies, in cash form or otherwise, and try to enter that into the
banking system. Not having elicited any particular suspicions, he will continue with a
succession of other transactions to further blur the trail from the original criminal activity.
Senator Angus: I did not quite understand that. Are you talking about a securities dealer
getting money from a client?
The Chairman: Might I make a suggestion, senator? Dave Beer, who is Superintendent,
Proceeds of Crime Branch, RCMP, is here today. Perhaps he could give us an example.
What you are talking about, with respect, senator, is a totally different kind of problem. You
are talking about straight fraud, that is, stealing, as opposed to drug activities, which is all in
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cash. You are giving us an example of something that would rarely happen in the securities
business, I assume.
Senator Angus: Apparently, it happens a lot.
The Chairman: Could someone from the RCMP try to elucidate?
Mr. Dave Beer, Superintendent, Proceeds of Crime Branch, Royal Canadian Mounted
Police: Mr. Chairman, in order to perhaps put this into perspective, I will call in a moment on
my colleague, Inspector Garry Clement, the officer in charge of the Proceeds of Crime Branch
office, which is the operational unit here in Ottawa.
Money laundering is the movement of ill-gotten gains by criminal organizations and the
failure of law enforcement to dismantle or disrupt organized criminal activity by conventional
means. Essentially, it is taking the lid off organized criminal groups. We have struggled for
years with the middle or lower levels of criminal groups through substantive investigations.
Money laundering investigations allow us to reach the top levels of organized criminal groups,
which is ultimately where the assets travel. That being said, it is a very complex and, now, a
transnational problem of the movement of the money and the manner in which it is layered and
distributed once it is obtained through an illegal activity, in order to launder it and move it into
the "legitimate business world," if you will.
I will now call on Inspector Clement to give you a couple of examples, other than drugs, of the
sort of criminal activity about which we are talking. Essentially, any criminal activity where
there is cash to be made has a potential for that money to be laundered and moved to
legitimate areas in order to hide it.
Senator Angus: I welcome this additional information. However, inherent in my question was
the issue of the underlying reason for this and the companion legislation in the other 27
countries, which is to get at organized crime and its international network, as opposed to tax
evasion in Canada. Is that right?
Mr. Beer: Organized crime is the objective.
Senator Angus: I realize that the proceeds of crime are taxable, so it involves evasion too.
However, it is not civilian tax evasion that you are particularly after here, although it will get
swept in I suppose?
Mr. Lalonde: Let us be clear. In Canada, you can be convicted of laundering the proceeds
from a number of different crimes. These could be anything from prostitution or a designated
drug offence to child pornography -- a number of crimes are listed in the Criminal Code. Tax
evasion is not listed as a predicate offence for laundering in Canada. In other jurisdictions, for
example, the U.K., tax evasion is a predicate offence for money laundering. In this sense,
while our and their main objective is to combat organized crime, this bill is clearly designed to
go after the laundering of the proceeds of a number of predicate offences.

Appendix A - Page 372

Commission of Inquiry into Money Laundering in British Columbia

Mr. Beer: I will ask Inspector Clement to describe a couple of issues that do not deal
specifically with drugs.
Mr. Garry Clement, Inspector, Officer in Charge, Integrated Proceeds of Crime Section,
"A" Division, Royal Canadian Mounted Police: Mr. Chairman, let's take as an example
something that we read about all the time. Let's consider the motorcycle gangs that are very
prevalent. We read about it and we know what is going on in Quebec with some of the biker
wars. I have been involved in enforcement in this area since the early 1970s, and we have
watched them grow from what I like to describe as "street thugs" to multinational corporations
as far as criminal activity is concerned. The reason for that is we have targeted groups for
narcotics. We targeted one cell and watched them grow. We were successful in seizing some
narcotics, but we were never able to seize the proceeds. Organized crime moves to wherever it
can make money. If that happens to shift to some other offence tomorrow, and most of them
fall into the enterprise crime offences that are prescribed in the Criminal Code, then there are a
number of offences that can be deal with. One is prostitution. Today, the "female slave trade,"
as I refer to it, is very large throughout the world. These gangs are making large amounts of
money from that. Today we are able to go after that using the proceeds of crime legislation.
We all thought that we were doing a good job in law enforcement. However, we took a look at
two ingredients, that is, whatever the criminal activity was and what the individuals were
doing. We then tried to take the individuals out, but we missed one of the most fundamental
things -- the profit. All these criminal activities generate a high degree of profit. Arms
smuggling is another area that is growing and generates a lot of profit. The issue of
immigration smuggling is before the House now, but it is not an enterprise crime offence.
However, it is something that will have to be looked at.
Those types of activities are generating large amounts of money. The only way that we can
target organized crime is to treat it as a continuing enterprise crime conglomerate and attack
them at their financial thresholds, because that is where the money is and the power is held.
We will never be successful as long as we continue looking only at that criminal offence.
Senator Angus: That is helpful. In terms of the predicate crimes, folklore generates comments
such as, "See that restaurant? -- it is owned by the Hell's Angels." You kind of shrug it off as
somebody who has a vivid imagination and has watched too much T.V. However, could you
give us a couple of examples of how this laundering takes place in that context?
Could that be the type of thing -- that a legitimate business is founded with money from the
Hell's Angels?
Inspector Clement: The whole idea behind money laundering is that individuals are trying to
make themselves appear legitimate; thus they use the financial infrastructure that the world has
to offer. A very successful organization, something like an outlaw motorcycle gang, is using
offshore countries for their banking secrecy and setting up trusts, holding companies, and
numbered companies. They get into schemes where they will buy the "mom and pop"
restaurant down the street with money borrowed from a corporation out of Liechtenstein,
which happens to be their corporation. It is called a "loan-back" technique. When the bill
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before you today finally becomes law, we will be able to capture some of that movement of
funds. The information will go to the centre once the suspicion is raised. They have criteria to
analyze and determine that that has all the hallmarks of money laundering. As a result, that
will be given to us with "tombstone data."
With our intelligence banks, we will be able to factor into that very nicely. We have been
receiving notice of suspicious transactions from banks on an ad hoc basis for the last six years,
and that has proved very beneficial to us. However, they are not always consistent, and that is
exactly what I think everybody is grappling with. It is very sporadic and there really is no
mechanism to ensure that that takes place.
I think that will shore up what is lacking in Canada and will help us in this money laundering
area. We will be able to get behind the companies in these offshore havens. We will find out
more about our organized crime groups. This is not a panacea by any stretch of the
imagination, but it will definitely help.
Senator Angus: Mr. Seeto, I have just one other question. It still troubles me, especially in a
society like Canada where we take these privacy issues seriously, that we are the last of 28
countries to be "coming to the party." Why is that? It seems embarrassing for Canada to be the
last of 28 nations to do so.
Mr. Seeto: As I understand it as a latecomer to this file, one of the biggest concerns was
designing a structure that could be defended from the Constitutional perspective. It took a lot
of time to review the different possible structures before we came up with an appropriate one
that we think is defensible -- a structure that will provide more tools to law enforcement, and a
balance, while still protecting privacy as much as possible. I think that is the reason. We were
presented with a uniquely Canadian situation with regard to the Constitution and laws.
Mr. Lalonde: I would like to add something and correct one perception. Canada has had a
regime in place with its record-keeping, the identification of clients, and other legislation. It is
not as if we are starting from base zero. We have many of the pieces of the architecture in
place. The voluntary reporting system, albeit with some shortcomings, has yielded some
positive results as well. That is probably the reason why, given all these circumstances, it has
taken Canada a little longer to put into place the additional "plumbing" that other countries
now have.
Senator Angus: Am I correct that Bill C-22 will consolidate these earlier provisions of
legislation into one bill?
Mr. Lalonde: That is correct.
Senator Angus: I guess then that it flows for the law enforcement side of the panel. Are you
comfortable with the architecture that has been arrived at? Is it adequate, and will our bill, if
passed as drafted, have the teeth to work in co-operation with our partner nations in trying to
address this problem?
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Mr. Beer: I think that Mr. Lalonde adequately addressed this subject. We had the opportunity
to examine systems within the G-7 and we are satisfied that we will uphold Canadian
democratic principles at the same time as we will meet some of the goals of law enforcement
that we really feel are necessary in terms of mandatory reporting.
Senator Angus: Do you mean "some" of the goals?
Mr. Beer: Yes. Clearly we will not meet them all. The arguments and concerns about privacy
in a democratic system must be and have been addressed. I believe we found an adequate
balance.
Senator Furey: My question is related to the establishment of this new agency, and most of
the questions that I had pertaining to it have been covered. However, there are a couple of
questions remaining. What is the estimated cost? Has any cost analysis been done, bearing in
mind some of Mr. Cohen's comments about separation within that agency?
Mr. Horst Intscher, Executive Director, Transition Team -- Financial Transactions and
Reports Analysis Centre of Canada, Department of Finance: Mr. Chairman, the
Department of Finance has set up a small transition team to make some preparations for the
establishment of such an agency once the bill is passed. We have given careful thought to how
other agencies of this type have been set up in other jurisdictions. We have looked at the
mandate that is prescribed in Bill C-22 and we have come up with some, albeit still rough,
estimates as to the probable ongoing cost of such an agency. We estimate that it would be
approximately $15 million per year and that it would employ approximately 90 persons. This
would include the technical support for the receipt of such reports; the analysis of the reports;
the verification of compliance by reporting entities; and the management of disclosures to the
law enforcement agencies.
This is roughly comparable to a similar agency established in Australia. The amount is
considerably less than what we believe the United States is expending for this purpose. We are
still grappling with the magnitude of the start-up costs to put the information technology
systems in place that will process this kind of information.
Those would be one-time costs spread out over a year or two of the operation of the centre.
We think that on an ongoing basis, it will be somewhere in the neighbourhood of $15 million
per year.
Senator Furey: Do you have any idea at all how that would compare to setting up a system
within an existing agency, bearing in mind Mr. Cohen's comments?
Mr. Intscher: Given the requirement to be arms-length from law enforcement agencies, I
think the costs would be very similar. There might be some small savings in administrative
support, but the systems requirement, which is probably the major component of this type of
agency, would still have to be separate from the other systems. Therefore, I do not think there
would be major savings if it were located within an existing agency.
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Senator Furey: Is your estimate $15 million annually?
Mr. Intscher: Yes, although I would emphasize that is a fairly rough estimate at this time.
The Chairman: I will ask one question of the RCMP, and if you can, answer yes or no,
please. Would you have been happier if this had been given to you?
Mr. Beer: With my policeman's hat on or as a citizen of a democratic country? No, senator, I
think that it is properly placed where it is. I truly believe that, in the interests of privacy and
the democratic principles that we uphold, that it is not a bad idea to have it once-removed from
policing.
The Chairman: We are the diplomats here, not you.
Mr. Beer: To be absolutely frank, if the information were coming directly into the hands of
the police, the operation would clearly be more efficient and more effective. At the same time,
it would be open to all sorts of abuse. That is one of the reasons that it will go, we hope, where
it is proposed it go.
The Chairman: Questions have been asked about tax evasion. Is this not the opposite of tax
evasion? When you legitimize money, you start paying taxes on it, do you not?
Mr. Seeto: In that case, yes.
The Chairman: It should pay for itself. We will go on to the next questioner.
Senator Tkachuk: I have a number of questions, some resulting from the comments that
Senator Kroft made earlier, that the plumbing of the bill was fine. I am not sure what that
means. In the Privacy Commissioner's annual report for 1999-2000, they express a number of
concerns. One is around notification, collection and disclosure of clients' information. In other
words, Senator Kroft, Senator Kelleher, or I have gone to a bank, where they decide that there
is a suspicious nature to the transaction and it is reported. Are we told, even though in the end
people say, "Well, you know, that is okay"? Is Senator Kroft notified that his information is
being sent to the agency?
Mr. Seeto: The obligation of the financial institution to report to the centre can be
communicated to the client. The institution could, for example, post signs, or make brochures
available to clients describing what the reporting requirements are. In addition, the institute
could choose to notify a client that it is reporting a prescribed transaction to the centre. Such a
transaction could involve, for example, cash of the amount prescribed in regulations. However,
the bill does prohibit anyone who makes a suspicious transaction report from disclosing that,
or the contents of that report, with the intent to prejudice a criminal investigation.
Senator Tkachuk: Therefore the bank, or any financial institution, can simply say, "This is
suspicious." Remember, there is a clause that gives more leeway than just a dollar amount,
because maybe it looks funny or "smells" funny. In any case, the transaction looks suspicious
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and is reported. However, the agency decides that this is a straight shooter and there is no
problem with this transaction because they have investigated the individual's life -- sex life,
banking records, employment history and everything else -- and have found nothing
suspicious. What happens then? Is that person notified that he has been under this
investigation, even though it has not been reported to the police?
Mr. Lalonde: Let us clarify for a moment.
This proposed agency has no investigative powers. Indeed, that was one of the criteria in
developing the proposal.
Senator Tkachuk: We will get to that later, but answer the question first, please.
Is the citizen notified?
Mr. Lalonde: No. The citizen has all of his rights protected under the Privacy Act. Our bill
does recognize that, but we should not expect, in the case of a suspicious transaction report
made under clause 7, that the fact that a report has been made will be disclosed to the
individual or to the client. The reasons are twofold. First, the effectiveness or the enforcement
of the proposed legislation might be compromised were the fact of the report having been
made divulged to the client. If the client happened to be involved in organized crime and had
easy access to the fact that a report had been made, he would be able to determine under what
circumstances future reports might be made. That would frustrate and undermine the
enforcement of this proposed legislation.
Second, suspicious transaction reports are obviously made at the discretion, or "at the call," if
you want, of a financial institution, a teller, or a compliance officer.
If an individual on whom a report is made had access to the fact that a teller, a compliance
officer, or other particular individual had made that report, that might also undermine,
frustrate, or compromise the enforcement of the bill. One might ask whether a compliance
officer in a bank would feel comfortable making a report if he knew that knowledge of the fact
could go back to the individual. He may fear for his personal safety in those situations.
When we are talking about other transactions that are reported under the bill, for example, the
prescribed transactions, everyone knows that it is set out in the regulations that banks shall
report these kinds of transactions. There is no secret to that and the individual will know that.
Similarly, when someone makes a declaration that he is crossing the border with $10,000 or
more in cash or monetary instruments, he knows that a report will go to the centre. We are
talking about reports on suspicious transactions made pursuant to clause 7. As I tried to
explain, it would compromise the effectiveness of the legislation and undermine its purpose,
were the fact of a report having been made disclosed to that individual.
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Senator Tkachuk: There are two issues. If a citizen deposits $11,000 in a bank account, for
example, he or she knows full well that that will be reported, even though the circumstance of
the deposit is that the person owns a restaurant and has had a good day.
The person making the deposit knows that the transaction will be reported. However, he does
not realize that it is being reported as suspicious. My question was not whether the person
would gain some legitimacy from the fact that he is notified.
I imagine when the centre receives the report, they would do a criminal record check.
According to this document, the Privacy Commissioner seems to believe that the centre could,
in addition to the information pertaining to the individual's criminal history, amass information
relating to employment, financial transactions, travel history, income status, and possibly even
personal relations. Can the centre do that before it even reports to the police?
Mr. Lalonde: There are several issues here.
Senator Tkachuk: I would say so.
Mr. Lalonde: Aside from the reports, does the centre have access to other information? The
legislation spells out that the centre could only enter into agreements in order to obtain access
to police databases if it is relevant to money laundering. In other words, the information
obtained from police databases must be relevant to the purpose of the bill, which is to deter
and detect money laundering.
I think that the bill is clear as to whether or not the centre would have access to databases with
completely extraneous information. The information must be relevant to the deterrence and
detection of money laundering.
Senator Tkachuk: The fact that it is reported is automatic, right?
Mr. Lalonde: The report, yes.
Senator Tkachuk: The institution reports, the agency then investigates, right?
Mr. Lalonde: Yes.
Senator Tkachuk: Will it collect this kind of information? Are you giving me assurances that
it will not collect this information, or are you saying it will?
Mr. Lalonde: It will collect reports.
Senator Tkachuk: From whom?
Mr. Seeto: The centre will be a passive recipient of these reports that are made in compliance
with the proposed legislation. It cannot go back. For example, if a suspicious report comes
from a bank and the centre believes that it is interesting, it cannot get more information about
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the particular client from the institution. That would be exceeding its mandate under the
proposed legislation.
Senator Tkachuk: What does it do?
The Chairman: If I may jump in for one second. You are getting me really confused.
Senator Tkachuk: Yes, I am confused.
The Chairman: Either you, or someone before you, said that the centre has no investigative
powers. Now you are telling us that it does.
Mr. Seeto: They do not have investigative powers.
The Chairman: If you are amassing information, what are you doing?
Mr. Seeto: It could be to do data analysis. Perhaps it is terminology.
Mr. Beer: I think the word you are looking for is "analysis" as opposed to "investigation."
The Chairman: Come on.
Senator Tkachuk: How do you determine whether the police should investigate that
transaction? Do you just get the piece of paper from the bank? Do you just decide you do not
like his name, or do you do some investigation on that file of the kind the Privacy
Commissioner is concerned about -- employment, financial transactions, travel history, income
status, business or professional relations, and even personal relations?
The Chairman: Maybe you ought to do an investigation. I do not know.
Senator Tkachuk: I do not know that either.
The Chairman: Otherwise, what is the purpose of the centre? Are you just a numbersgathering group? I hope that you are not, because to be efficacious you must do something.
Are you saying that the enforcement of your investigation, which you say you do not do,
should be left to police agencies?
Mr. Beer: Could we jump in here?
Mr. Clement: Mr. Chairman, I think I can possibly help you out. I have probably read in the
last five years, as has my colleague in the back, somewhere in the neighbourhood of several
thousand suspicious transaction reports that were given to us.
I think that there is a misunderstanding of the term "suspicious transactions." They are
suspicious because there is a bank manager in a small town who knows his clientele. Bank
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managers are no different from us. We know our constituents very well. If an individual walks
into that bank and does something totally out of the ordinary, after being a client for years, that
raises suspicions. Therefore, they report a suspicious transaction.
I have dealt with many managers over the years at the local level, and in larger banks. They
put these reports in because something is out of the ordinary. Most of the time it can be
explained. It is not of a criminal nature. We are getting those kinds of reports today.
The other side of the coin is that there are quite a few cases of money laundering. For example,
it was stated in the House of Commons in about 1992 that over $800 million flowed through
one of the big six banks here in Ottawa that came from the contraband smuggling trade. Had it
been a requirement to go through the reporting centre, those types of transactions would have
been identified far sooner. We would have been able to take enforcement actions.
The Chairman: I do not want to interrupt Senator Tkachuk; nobody is taking issue with that
part. All we want is some clarification. First we were told there was no investigation. Now you
are saying there is a difference between analysis and investigation. Actually, I thought
investigation was analysis.
Perhaps the centre should be able to investigate. I am simply saying that the bill is not very
clear.
Mr. Intscher: Perhaps I could try to offer some explanation of what the centre will do with
the information that it receives.
First, it will receive information from a wide range of reporting entities -- banks, trust
companies, credit unions, cheque cashiers, currency exchange places, casinos, and so on. The
centre will examine all of the data it has received from all of these different reporting entities
to see whether there has been a similar report from another entity. The centre will determine if
the individual about whom this report has been made is also the client of several other
institutions where he or she may also be making transactions that are somewhat out of the
ordinary. We would then also check the data with respect to reports on cross-border currency
movement. For example, Mr. Blodgins, who is the subject of a suspicious transaction report at
the bank, has also been the subject of a recent report on moving large amounts of currency
across the border. In that case, we would look at all the data that we have received to see
whether there is a pattern that suggests that there may be laundering activity going on, or
whether the pattern is simply that of normal business activity.
In addition, the centre will be able to negotiate arrangements for access to certain databases
maintained for law enforcement purposes. Thus, if we have received these reports and a
number of them relate to an individual about whose transactions we are not clear, we may try
to find out whether the CPIC database has information about this. If it turns out that this
individual has been convicted of smuggling in the recent past, for example, that might raise
our suspicions.
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If we also have information from a foreign financial intelligence unit that this individual, or his
bank account, has been associated with some activities that have come to their attention, we
would add that to the picture. We would then make an assessment. Is it reasonable to suspect
that there may be money laundering going on here? In which case, we would disclose the
minimal amount of information, the "tombstone" information, to the appropriate law
enforcement agency. We would inform them that Mr. Blodgins made this transaction at such
and such an institution on such a date, and we suspect that it may involve money laundering.
At that point, the analyzed information that we have collected would be filed, and the police
would conduct the investigation. If the police develop a case that gives them reasonable
grounds to believe that money laundering is occurring, or has occurred, they can then seek a
court order to obtain the rest of our analysis.
Senator Tkachuk: On page 25 of the bill, paragraph 55(3)(b) is spelling out the relevance to
investigating or prosecuting a money laundering offence by referring it to the appropriate
police force, which is good, or:
(b) the Canada Customs and Revenue Agency, if the Centre also determines that the
information is relevant to an offence of evading or attempting to evade paying taxes or duties
imposed under an Act of Parliament administered by the Minister of National Revenue.
Returning to the concern that Senator Angus raised on this matter, you have definitely a tax
role to play here, as well as a money laundering role.
Mr. Intscher: The trigger for any disclosure to Revenue, CSIS, or Immigration would be the
determination that a particular transaction or series of transactions gives rise to a suspicion of
money laundering. If, in addition to a suspicion of money laundering, we also suspect that
there may be tax evasion, then we could make a disclosure to the Revenue agency.
However, if we have information about Mr. Smith and we think that he is not paying his taxes,
but there is no indication of money laundering, we would not be able to disclose that
information.
Senator Tkachuk: Maybe a lawyer could help me with this, but it states in subclause 55(3):
...has reasonable grounds to suspect that the designated information would be relevant to
investigating or prosecuting a money laundering offence...
It seems to mean even if money laundering was not found to be a problem, you could say,
"Maybe we should report this to the taxman." You can do that without money laundering
being the problem.
The Chairman: Is it a fact that when you launder money, or try to launder money, it starts as
illegitimate money? Otherwise, you would not be laundering it. If you have illegitimate
money, does it not follow that you are evading taxes? Unless I have something wrong here.
Mr. Seeto: The two are often associated.
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The Chairman: What do you mean "often"? Should they not always be associated?
Mr. Lalonde: I cannot say for sure. I would leave that to law enforcement to answer. Perhaps
criminals want to maintain some air of legitimacy, and paying taxes may be part of that.
The Chairman: Are you telling me that drug runners who are paid in cash tell the government
that they will pay tax on it?
Mr. Yvon Carrière, Senior Counsel, General Legal Services, Department of Finance: If
you do not mind, I will start with the chairman's question and then come back to yours. You
mentioned illegitimate money. The bill defines where illegitimate money comes from, and it
talks about proceeds of crime. That is defined in the Criminal Code.
Proceeds of crime is defined as proceeds of drug trafficking, but also proceeds from other
infractions, such as weapons trafficking, making an automatic firearm, and child pornography.
However, tax evasion is not one of those infractions.
If your bank suspects you of depositing money from tax evasion, they do not have to report
you under the bill. That is not laundering the proceeds of crime. However, if the centre, having
received and analyzed the report, suspects you of money laundering, they will report you to
the police. If they also suspect you of tax evasion, they can report you to CCRA. However,
there must be both circumstances.
The bill is clear that there must be both reasonable grounds to suspect that the information
would be relevant to the investigation or prosecution of money laundering, and an additional
determination that it is relevant to tax evasion. Thus, tax evasion alone is not sufficient
grounds for the centre to report it to the CCRA.
Senator Tkachuk: For the centre to report it to the income tax agency?
Mr. Carrière: That is right.
Senator Tkachuk: That is not what it says in the proposed legislation, so I may be
interpreting it wrongly. It says "or prosecuting a money laundering offence."
It seems to me that once you receive the information from a financial institution and you
decide that there is no money laundering problem, but possibly an income tax opportunity, you
can refer it to Revenue.
Mr. Carrière: When the bill says "would be relevant to investigating or prosecuting a money
laundering offence," it must be "prosecuting a money laundering offence." Tax evasion is not a
money laundering offence. It must be a money laundering offence, which I described as a drug
offence, child pornography, arms trafficking, slavery, or along those lines. Tax evasion would
definitely not be one of them.
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The key subclause is 55(3)b), the provision from which you were reading, "if the centre also
determines." "Also" means that there must be both money laundering and tax evasion.
Senator Tkachuk: You mentioned in your address that unauthorized use of personal
information under the centre's control will be subject to penalties, including fines up to
$50,000 and imprisonment of up to five years. To whom does that apply?
Mr. Carrière: That applies to centre employees, to people who have contracts for goods and
services with the centre. In other words, it applies to everyone who has access to the
information that the centre possesses.
Senator Tkachuk: They will be personally responsible for the $50,000 fine, and the
government will not be paying for it?
Mr. Carrière: That is correct, yes.
Senator Tkachuk: Once the information goes to the police, does the same thing apply to
them?
Mr. Carrière: No, the police are subject to confidentiality under their own legislation.
Senator Tkachuk: To get it out in the paper as soon as possible.
Mr. Carrière: They are also subject to the Privacy Act. Therefore, they could not reveal
personal information about someone whom they are investigating unless, of course, it comes
to a charge. That is dealt with in the act that governs the police.
Senator Tkachuk: Mr. Chairman, I still have many concerns about the bill. I have one more
question, and then I will continue this line of questioning with other witnesses.
Does the government anticipate that social insurance numbers will be used to analyse and link
data that you are pursuing in the centre?
Mr. Intscher: The short answer is no.
Senator Tkachuk: You can give an assurance of that. Thank you.
The Chairman: We will wind up with a short question from Senator Kroft, but I would just
like to hear from you, Mr. Seeto, about this regulation item that was brought up previously. I
want a letter telling me how it will be handled, because our committee is beginning to feel
inundated by the entire question of regulations.
Frankly, we are not sure how to handle it, short of asking for an amendment that once a year
your regulations must be tabled with this committee. I am not suggesting that that is what will
happen. However, the only way around it that I can see is that regulations from the various

Appendix A - Page 383

Commission of Inquiry into Money Laundering in British Columbia

bills we get are tabled once a year. We do not have to have hearings on them, but if something
sticks out like a sore thumb, we would certainly like to know about it.
Senator Angus: We would have the right to have hearings.
The Chairman: Yes, of course.
I would like to know what your department thinks about that idea. How would you handle it?
Are we going to have a fight or find a compromise?
Senator Kroft: My question is very brief. Can you give us any estimates of the number of
reports that you think would come to the centre in the course of a year? Would it be a hundred,
or would it be 100,000, or would it be 10 million? Provide me with some sort of order of
magnitude.
Mr. Intscher: That is an issue with which we have been grappling for some time. It has
important implications for the kind of systems that we need to receive and analyse this
information, and it is difficult to estimate.
We have looked at the experience of other jurisdictions, notably the Australians, the
Americans, and the British. Those agencies report that initially there is a spike of suspicious
transaction reports until the financial institutions get some indication of what the receiving
centre would regard as suspicious. They then drop off and becomes a fairly stable number.
In the case of Australia, I think that in their first year of operation, they received 15,000
suspicious transaction reports. That then dropped to about 8,000 reports per year, and it has
been pretty steady at that level. Those are suspicious transaction reports.
We have been trying to estimate, through consultation with the financial industry, what
volume of cash transaction reports we would receive if we had a threshold of $10,000. Our
guesstimate is that it would be in the neighbourhood of 2 million to 3 million per year.
However, we are looking at ways of focusing that reporting requirement in order to get the
number down a little.
We really can only guess with respect to cross-border currency reports. My intuitive feeling is
that initially, we will get a large number of reports. People will then become aware of a
reporting threshold for cross-border currency movements, perhaps $15,000. Many travellers
will simply arrange their affairs in such a way that they are carrying that amount or less.
That has certainly been the experience in the United States, which has had a US $10,000
reporting requirement for quite some time. Most Americans travelling abroad will be carrying
cash, money orders, or traveller's cheques under that amount. U.S. officials receive relatively
few cross-border currency reports. I think it is quite modest for the United States. I think it is
in the neighbourhood of several thousand reports per year.

Appendix A - Page 384

Commission of Inquiry into Money Laundering in British Columbia

Senator Meighen: I have a question of clarification for Mr. Lalonde. When you provide us
with this chart that you kindly agreed to put together, could you indicate to whom an
independent agency reports?
I have another question that I do not think has been answered. Is there a geographical
preference as to where the centre should be located? Is it important that it be in Ottawa, for
example?
Mr. Beer: I do not think it is important, given today's communications capability. Emerging
trends will have an impact on where we deploy our resources to respond to information that
comes to our attention. It is likely that we will focus, in the initial stages, on the major
financial centres of Toronto, Montreal, and Vancouver. We will have to take a reading on the
trends as they emerge.
The committee adjourned.

June 7, 2000 [Standing Senate Committee on Banking, Trade and Commerce]
Senator E. Leo Kolber (Chairman) in the Chair.
[English]
The Chairman: Ladies and gentlemen, we are here to continue hearings on Bill C-22. We are
privileged today to have as our first witness Mr. Jean Spreutels, who is the president of the
Belgian Money Laundering Centre.
Please bear in mind that one of the objectives of this bill -- I say only one of the objectives -- is
to harmonize with the rest of the world, which apparently we have not yet done.
Welcome to Canada, sir. I understand that you have some remarks to make and that you will
make them in French. Please proceed.
[Translation]
Mr. Jean Spreutels, Chair of the Belgium Centre on Money Laundering: It is a great
honour for me to appear before your committee. I prepared the written text of my brief, but
since I was unable to prepare an English version, because of a lack of time, the Canadian
Department of Finance has very kindly proposed to provide the English version.
I am Deputy Attorney General of the Supreme Court of Belgium, but it is mostly in my
position as Chair of the Financial Information Group that I appear before you today. This
Group is the equivalent of the Centre for Analysis which the bill you are studying would like
to create.
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I was the president of the FATF (Financial Action Task Force) in 1997-98. Currently I chair
an ad hoc group of the FATF dealing with countries and territories which are non co-operative
and our responsibility is to put together a list of these non-co-operative countries in our
continuing struggle against money laundering. This list must be created within the next two
weeks.
I would like to deal with several points. First of all, I would like to speak of the scope of the
phenomenon of money laundering and the need to combat it. Then, I will tell you about how
the anti-money-laundering system in Belgium succeeded and the international context in
which this system fits. I will perhaps spend more time, within the international context, on the
importance of creating the obligation to declare suspect transactions and that such declarations
should be made to a central independent unit. And I would also perhaps add a few words
regarding the organizations and professions who have preventive mechanisms in place. And
lastly, I would like to give you a brief description of the Belgian system which meets these two
essential conditions, namely a system where a statement is compulsory where there is
suspicion and the creation of an independent central authority or central service.
As to the size of the phenomenon and the need to combat it, all I can do is quote Mr. Michel
Camdessus, then Director General of the IMF. In February 1998, he stated:
Money laundering has a negative impact on how markets work and therefore is a detriment to
economic growth.
While of course keeping in mind:
... the social and political consequences of organized crime and of money laundering which
result, the suffering of the victims and the general weakening of the social fabric and the
collective ethic. It is therefore important to combat money laundering, by attacking criminal
activities where they are the most vulnerable, in other words where these illegally obtained
funds come into the financial circuit.
This illegally acquired money represents a vast amount which is difficult to evaluate with any
precision, but which various experts set at between 500 and 1000 billion dollars U.S. per year.
There has also been made mention of 2.5 per cent of the global gross domestic product.
The main sources for this money come from organized crime in all its forms, and not only
drug trafficking, but also, since of course crime has diversified over time, from economic and
financial crimes which have a tie to more traditional forms of organized crime. It is therefore
an enormous mass which may well destabilize the world economy, have a negative effect on
the redistribution of the money supply, infiltrate legitimate economic structures, and even -because these sums are also source of corruption -- put certain political systems at risk.
Therefore, the dangers of this phenomenon of course attracted the attention of the international
community, who intervened by adopting legislation which on the one hand, deals with the
repressive aspect of incrimination, of the criminal offence of money laundering, of seizures,
confiscations and, on the other hand, develops what we call a preventative aspect, because the
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repressive side does encounter certain limits given the sophisticated nature of the moneylaundering operations and their naturally clandestine aspects. Therefore, the preventative
system quickly appeared to be the best way to preserve financial structures and to put an end
to the exponential multiplication of money-laundering operations by early detection, at the
outset, of these operations where they are principally using the financial sector and currently
also other professions. We are seeing a movement of the money-laundering activities from the
financial system towards non-financial professions.
My second point deals with the very real results of a system which has put in place the
compulsory declaration of suspicion of money laundering, and created a central administrative
unit which has an independent status and full autonomy, which would receive and then
analyze the suspicious operations.
This is the Belgian system. Of course, one has to realize that we are dealing with a system in a
small country whose means are limited. The system was implemented in 1993. It has been
around for about seven years. Over this time, we have received 38,000 statements of
suspicions from financial organizations and other people specified under the Act. These are
not automatic declarations, but only statements of suspicion. A preliminary analysis must be
carried out by authorities within the financial institutions or other professions concerned.
These 38,000 statements allowed us to open within our office, a little over 7,000 separate files.
After analysis and discovery of serious indications of money laundering, the Group transferred
2,200 of these files to the prosecuting attorney, namely 31 per cent of all the files created. In
terms of statements of suspicion, that represents some 62 per cent of all the statements. This
demonstrates that there is good co-operation from the financial sector first, and now with the
other professions concerned, and that these professionals and organizations are quite
intelligent since 62 per cent of the statements which were sent to us were then tied to serious
crimes as set forth in our legislation. The amounts involved in these cases which were then
forwarded to legal authorities totalled 214 billion BF, which is a little over $7 billion
Canadian.
The underlying forms of criminal activity in these files which were then conveyed to the
authorities include 60 per cent of drug trafficking, which would appear to confirm the
estimates made by other countries. It is not only a matter of drug trafficking; there are also
other forms of organized crime, such as a variety of illicit traffic of goods or merchandise.
Of course, the legal system must then absorb this new caseload. I have the numbers for June
30 of last year. The courts and the tribunals, based on the files which were sent over by the
Group to the prosecutor, brought down guilty verdicts in 184 cases. Therefore prison sentences
were handed down, fines were handed down, and an amount equivalent to over 8 billion BF,
approximately $240 million Canadian has been confiscated.
I can safely say that without this compulsory declaration mechanism to a central and
independent authority, the vast majority of these crimes would have gone unpunished. Police
statistics show that 90 per cent of money-laundering files in Belgium, which are dealt with by
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police services, come from statements of suspicion which financial institutions and other
people concerned by the legislation forward to us.
This system has not led to any useless supplementary costs or any disproportionate costs for
financial organizations. On the contrary, it has allowed them to reenforce their internal audit
system and thus to improve the detection and prevention of fraud, both internally as well as
externally, of which they may be victims. No sector is currently complaining about any costs
which would have stemmed from the implementation of the money-laundering system in
Belgium, to the contrary.
From an international perspective, I must indicate that the first initiatives were carried out
back in the 1980s when, for the first time, we requested active cooperation amongst financial
organizations with authorities in charge of enforcing the law. The first text along these lines
stem from the Committee in Basle, the committee dealing with the rules and practices of
banking operations of which Canada is a member. And on this occasion, I would like to
mention Canada's very active role in various international organizations which have led to a
more systematic policing of the fight against money laundering. The main organization in the
fight against money laundering, namely the FATF, as you know, stems from the G-7 which
put together 40 recommendations. On the international scene I could also mention a European
directive of 1991 which basically repeated for a European Union context the 40
recommendations of the FATF.
The FATF is actually comprised of 26 States and independent territories and two international
organizations. Three new members will belong to it as of the end of the month: Argentina,
Brazil and Mexico. Of course, all these countries have to subscribe to the principles of the
FATF, but they are not the only ones. I can mention, without giving a complete list, the
member States of the Commonwealth. I believe that there are 52 of them, even if there is an
overlap at times. There are 10 States within the Extraterritorial Banking Authority Group, 11
member States of the Black Sea Economic Cooperative, 11 members of the Caribbean
Financial Action Group, 22 members of the Council of Europe Select Committee on the
Evaluation of Anti-Money-Laundering Measures, and 17 countries of the Asia-Pacific Group
dealing with money laundering. The list is incomplete because we would also have to mention
the initiatives adopted by the CICAD, the Inter-American Drug Abuse Control Commission,
stemming from recommendations of the FATF, within the OAS which has 33 members.
Therefore it goes much further than simply the United Nations -- it has a truly global scope -and we are preparing a convention against organized international crime which will contain a
certain number of measures in the fight against money laundering which will be drawn directly
from FATF recommendations and which include the obligation to identify clients and
economic areas, the registration of financial operations, the creation of a central service for the
collection, analysis and information dissemination, the compulsory declaration of suspect
declarations to this service as well as co-operation and exchange of information between the
various services working in this area in all member States of the UN. This convention is being
negotiated in Vienna for the time being, and it seems to be moving along well and will soon
apply throughout the world.
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This all goes to show that there is currently a large number of countries who have subscribed
to the rules considered to be a minimum when trying to fight money laundering. The FATF
took the initiative with regard to the cooperative States, and that is the ad hoc group that I
chair for the time being. Amongst the criteria that have been established whereby we
considered a State as non-cooperative, and again it is not an exhaustive list, you have to take
into account how all the systems work. Amongst these criteria, there is the lack of the
compulsory nature of declaring suspect transactions and the lack of centralization of these
statements within a central body. These criteria also apply if one wants to become a new
member of the FATF and for the time being, three countries are being evaluated.
I would like to underline the crucial importance of a declaration of suspicion. It is at the very
heart of the international instrument that I have just mentioned, not only for the FATF. I could
also have added the United Nations Commission on Narcotic Drugs and Interpol, as those
organizations also insist on that criteria. The FATF has evolved since 1996, because what was
once an option has now become compulsory.
It is also the case in a new model of legislation on money laundering and the proceeds of crime
established in 1998 by the United Nations Program to eradicate the international drug trade.
Obviously, the system does bend the principles of discretion or of professional secrecy of
financial organizations, or even where it exists, banking secrecy.
I think -- and I am not the only person who says so since I have given you a list of all the
States and international organizations who have also made statements along the same lines -that it is one of the principal models, if not one of the only ones currently available, which can
expeditiously counteract these increasingly complex operations. You have to have as much of
an overall view as possible of the phenomenon. The fact that this mechanism has now become
compulsory is without a doubt the best way to ensure that there is equity among the clients of
the organizations, who can no longer make arbitrary decisions as to whether such and such a
file should be sent on.
Any suspicious operation must be reported, an obligation whose effectiveness is guaranteed
through a sanction mechanism which, according to the country, can be either criminal or
administrative. Finally, this mechanism for the mandatory reporting of suspicious operations
requires the creation of a body to process the information. In order to be effective as well as
legitimate, and by that I mean in order to offer the greatest protection for the privacy of the
various organizations' clients as well as fundamental freedoms, this agency must be
independent in its management and especially in the decision-making process.
These are the conditions that are required so that trust may be established among the
organizations, the people operating under the law, and the body that collects and analyzes the
declarations of suspicion which act as a filter, so that only the serious cases of money
laundering arising out of serious criminal activities will be reported to police and the justice
system.
I might add that the Canadian bill seems to offer the greatest protection in terms of freedoms
and privacy, and is also quite strong in the autonomy and independence to be granted to the
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centre that will be created. The one example I will quote is the fact that it prohibits the search
of the analysis centre and will allow police access to the information held by the centre, with a
warrant, only under the conditions set out in the Act. The same applies to the guarantees of
solicitor-client privilege for legal advisors and lawyers. This is also becoming more and more
common among the related international instruments which affect not only financial
institutions but also the non-financial professions, particularly the legal and accounting
professions.
The FATF made a statement to this effect in 1996. The European guideline is being
renegotiated at present. Its jurisdiction will be deliberately extended to professions such as
securities brokers, real estate professionals, casinos, as well as those in the accounting and
legal professions, including lawyers. Of course, we must not single out the lawyers, but they
must be included when they act on behalf of clients in financial dealings. We have no intention
of affecting the fundamental role of the lawyer in exercising the right to a defence. I am now
ready for your questions.
[English]
Senator Kroft: We appreciate your coming so far to help us with this bill.
I have two or three unrelated questions. When you spoke of the amounts of money involved
globally in these transactions that lead to the need for this response, I think you used figures of
$500 billion to $1,000 billion U.S. per year. Forgetting whether or not we are internationally
using the zeros in the same way, it is a lot of money.
You talk about the ability of that amount of money to destabilize economies or governments. It
is a very frightening prospect. Would you have any comment on how coordinated or organized
that money is? It is one thing if all that money is under the direction of one person, one board
of directors or one family, but is there not some overstatement of the threat? Is it not a statistic
that is drawn from such a vast, diverse number of transactions that the threat sounds worse
than it is? In other words, how organized are the bad guys? I will leave it at that and go to
another question when I have a response.
[Translation]
Mr. Spreutels: I fear that the criminal groups are well organized and perhaps the increase that
we are detecting is only the tip of the iceberg. The figures that I gave you come from the
International Monetary Fund, but they have been corroborated through other studies. For drug
trafficking alone, the annual amount that is laundered is estimated at between 300 and 500
billion American dollars. According to a recent United Nations report on the offshore
accounts, of the $5,000 billion deposited in tax havens, it is estimated that 500 to 800 billion
dollars come from organized crime. This is from a recent 1999 United Nations report. That is
what they call the black hole of the world economy.
[English]

Appendix A - Page 390

Commission of Inquiry into Money Laundering in British Columbia

Senator Kroft: Thank you. The other question I have is rooted in my overwhelming concern,
a concern that I think most of us share, granted there is a problem, regarding the
appropriateness of the response in terms of the question of civil rights and privacy, the
collective issues of individual rights. You have pointed out that this seems to be a protected
statute.
Take Belgium as an example for a sort of comparative law question. We have our Charter of
Rights and Freedoms, which protects these rights. To the best of your knowledge -- and this is
perhaps an unfair question -- would you say that the legal environment in which you work is
more sensitive or less sensitive to these issues? I am trying to judge whether, if your
experience is good and non-problematic, it is because your threshold of concern in Belgium
may not be as high as ours is in this country on matters of individual rights. I appreciate that it
is an awkward question and I hope you have been able to discern what I am getting at.
[Translation]
Mr. Spreutels: Yes, and I might also tell you that I am also, incidentally, a professor in
comparative criminal law at the Université de Bruxelles. In that capacity I compare the various
legal systems, whether they be common law or continental. I think I can say that if the legal
mechanism is different, the practical result is quite similar. What I mean is that in Belgium,
fundamental rights, including the respect for privacy, are part of our Constitution.
Moreover, we are signatories to the European Convention on Human Rights, the Convention
of the Council of Europe, which, in clause 8, also provides for the protection of privacy. This
protection is guaranteed through the remedies that can apply, not only with respect to domestic
law, but also international law, involving courts and tribunals, in particular the Cour de
cassation of which I am a member.
And that is not all, because we also have laws that are much more specific, for example, those
that protect personal information. We also have wiretap legislation, but with respect to
personal data, or data bases, we have a law which created a privacy commission which, I
believe, is very close to your Privacy Commissioner here, and which also exercises control. It
is a control which is indirect.
I believe the same thing applies here also. If the citizen does not have direct access to our data,
he is entitled to file a complaint with the Privacy Commissioner who can determine whether or
not our system complies with the protective legislation.
I will admit that the system we now have is born of compromise, but also of balance.
Moreover, in Belgium, we have managed to strike such a balance by setting only two
conditions for imposing the active co-operation of individuals or private undertakings such as
banks and other professionals, which, consequently, affects the privacy of their clients.
First of all, we can only fight against serious criminal activities, and not simple tax fraud. The
second guarantee is that we created the group for processing financial information, with its
independent status. It acts as a filter that only releases those cases where a clear link with
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serious forms of crime covered by the law have been established. This information is sent only
to the prosecuting authorities -- not administrative or taxation services. I think that is the only
condition that will give us a well-balanced system.
[English]
Senator Kelleher: Thank you for coming this long distance. I am somewhat interested in
money, other than money laundering. Could you tell us if you have any idea what it cost to set
up this commission and what are the annual operating expenses of this commission?
[Translation]
Mr. Spreutels: Yes, it varies according to the country. However, in Belgium, the total
administrative cost for the unit is 60 million BF. That is not very much.
[English]
Senator Kelleher: What type of transactions must be reported by the various financial
institutions and financial intermediaries?
[Translation]
Mr. Spreutels: On the one hand, in cases where financial organizations or brokers are certain
that the transactions involve money laundering, but that is very rare, and second, transactions
that are suspected of involving money laundering.
The operation must be suspicious. It results from an analysis made by the designated moneylaundering specialist in each financial organization. The analysis is based on whether or not
the operation appears normal, as well as on the organization's client profile or on certain
characteristics of the operation. We have managed to determine a profile of operations related
to drug trafficking with the Netherlands or with Russian organized crime, for example, which
is active to a certain extent in Belgium. We therefore have criteria allowing us to determine
whether or not an operation is suspicious.
For the casinos, we have a system for automatic reporting. A list of indicators has been
established -- which can evolve and be revised -- through which the casinos must report all
operations that meet these criteria. Other organizations and individuals are themselves
responsible for reporting.
[English]
Senator Kelleher: Does your legislation set out criteria and examples of what would
constitute a transaction that should be reported?
[Translation]
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Mr. Spreutels: For casinos, yes. For other financial institutions and financial intermediaries,
no. Of course, we work closely with the professional associations involved and representatives
of the various sectors to develop guidelines, lists of suspicious transactions and classification
systems that vary from one sector to another, and are constantly changing, in keeping with the
ever increasing knowledge that we are acquiring of the phenomenon.
We therefore take into account the classification work done by the FATF and by other
international organizations. We have our own files, we conduct discussions with
representatives from the sectors involved, and they are the ones who are responsible for
communicating to their members the criteria that may be used to determine whether or not a
transaction is suspicious.
[English]
Senator Kelleher: If I were a lawyer practising in Belgium and entered the role of a financial
intermediary and felt it was necessary under your legislation for me to make a report, is my
client informed, or do I have the right to inform my client, or does he remain uninformed
about my making a report?
[Translation]
Mr. Spreutels: It is a very widely accepted rule, in all the international instruments developed
to combat money laundering, including the FATF recommendations, that intermediaries may
never inform their clients that they have reported a suspicious transaction. This is a rule that is
found universally in all systems that suppress money laundering, and I think that it is an easy
one to understand.
Currently, in Belgium, the system does not yet cover lawyers. We are waiting until completion
of the amendments to the European directive that applies expressly to lawyers when they are
acting as financial intermediaries. When this is the case, lawyers who discover a laundering
transaction and are not retained to defend their client in court, will, like other financial
intermediaries, have an obligation to report the transaction to the analysis centre and will not
be able to inform the client that it has been reported.
[English]
Senator Kelleher: I have one further question. Under our proposed legislation here in Canada,
once a report is made, let us say by a lawyer fulfilling the function of a financial intermediary,
and the government agency or the commission or whatever you want to call it determines that
they need more information and they want to pursue it, they would have the power here to
enter, inspect and make copies of the records of the financial intermediaries without a warrant.
Of course, that is causing a great deal of concern for lawyers because they feel it infringes
upon the solicitor-client relationship. Have you any comments with respect to that? Are you
going to produce similar legislation in Belgium?
[Translation]
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Mr. Spreutels: In the current Belgian system, people who enjoy a legally approved
professional privilege must report transactions to the centres spontaneously. This includes, for
example, the public notaries mentioned in the Act or the "réviseurs d'entreprise," that is, the
statutory auditors or external accountants, as well as other people to whom professional
privilege applies. However, they have no obligation to answer complementary questions that
are asked by the centre.
Those who are entitled to exercise professional privilege may remain silent when asked to
testify in court if they believe that the information is legitimately covered by professional
privilege. Therefore, they make a judgment. However, the law says that they are not infringing
on professional privilege by conveying this information, by reporting to the analysis centre.
Consequently, reporting is mandatory, but responding to a question put by the analysis centre
is optional and left to their judgment. On the condition, of course, that professional privilege is
not abused.
[English]
Senator Kelleher: Would that apply to records of the lawyers as well as talking to them?
Would they have access to the lawyers' papers and records?
[Translation]
Mr. Spreutels: They have access only to the documents related to the transaction which they
themselves spontaneously reported as suspicious.
[English]
The Chairman: I think there is a little confusion with regard to what the centre would have
the right to do. We will try to get that clarified later. It does not appear that it would have the
right to go in without a warrant. It would have the right to determine whether the institution
was in compliance. I cannot explain the difference, but that is a question we should ask of
someone else later on.
Senator Kelleher: It is my understanding that this would apply to a lawyer in the role of a
financial intermediary.
The Chairman: I do not want to debate it now. We will get someone to elucidate that matter
later.
Senator Furey: I also wish to thank you for being with us today. I want to return to the line of
questioning begun by Senator Kelleher. Could you explain further the setup of the agency? Is
it a stand-alone agency? Is it affiliated with existing enforcement organizations? How many
people and of what type are employed there?
[Translation]
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Mr. Spreutels: It is an independent administrative body that is under the external control of
the Ministers of Justice and Finance, so that there is dual oversight. It is an external control in
the sense that the ministers or departments cannot interfere with the agency's decision-making
process. The agency's executive, which makes its decisions as a group, is made up of six
people. Three members come from the judiciary -- these are public prosecutors who are
seconded to the agency -- and the other three are financial specialists who usually come from
organizations that oversee the financial sector, for example, the commission that oversees the
banks or the agency that monitors the insurance sector. We have a staff of 20 officers,
including nine analysts. We have three permanent liaison officers who are seconded from the
major police forces, who are subject to professional privilege, and we have agency members
and staff who work as contacts with police forces.
[English]
Senator Furey: My next question pertains to what you do with the information you receive.
For example, when a bank reports suspicious activity to your agency, what do you do with that
report? I am wondering whether it is analyzed internally or whether you use external people to
assist in analyzing the information you receive.
[Translation]
Mr. Spreutels: No, it is all analyzed internally by our staff and by ourselves. We have powers
that are not the investigative powers of a police force, but powers that allow us to obtain
information. We have the authority to ask any financial organization composed of people
mentioned in the law for any additional information in their possession. As far as professional
privilege is concerned, there is the exception that I mentioned earlier.
We can also request any information we think would be useful from the Belgian police forces,
from any government administration, including the Finance Department, and, therefore, tax
authorities. However, we cannot provide any information to either police forces or tax
authorities. We can also have access to certain information that is provided for the agencies
that oversee the financial sector.
Finally, we have developed bilateral co-operation mechanisms with similar foreign agencies,
including a whole series of guarantees. To date, I have signed 25 co-operation agreements with
similar foreign bodies. From all of this financial, administrative and police information that we
process ourselves, without conducting field investigations or questioning the people involved,
we determine whether or not a connection exists between the financial transactions and the
serious crimes covered by the legislation. If we have serious reasons to believe so, we must
then transmit the file to the authorities responsible for prosecution.
[English]
Senator Furey: You initially do an internal investigation or analysis, but you have the
legislative authority to go beyond that and speak to outside agencies.
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I am not sure whether you said there were 38,000 declarations of suspicious transactions since
1993 or in 1993. In any event, I am more interested in the breakdown.I believe you said that
31 per cent of those files went nowhere and 62 per cent of those declarations determined
criminal activity. Did I hear that correctly?
[Translation]
Mr. Spreutels: Yes, there have been 37,000 reports since the agency was created, in just
under seven years. We do not have an automatic reporting system. These were there for all the
transactions that were deemed to be suspicious by the financial organizations themselves. So
62 per cent of the reported transactions were handed over to the prosecuting authorities, and
the others were filed away at the agency. This means that we closed our files. Of course, we
can always reopen them if ever we receive additional elements. Among our sources, we now
have a huge internal database that allows us to cross-check information within the agency,
without having to use databases from other institutions.
[English]
Senator Furey: If you make within the agency a determination that 31 per cent of these files
are going to be closed, are the clients notified they have been investigated?
[Translation]
Mr. Spreutels: No, but we do advise the financial organizations. We notify the people who
reported the transaction that we have closed the file, but that this may only be temporary and
they should therefore remain vigilant in case they ever discover more suspicious transactions
connected to the same client. We do not clear the names of these clients ourselves, but we
nevertheless provide some feedback to the people who reported them to us.
[English]
Senator Furey: Surely, you would find information that would indicate that at least some of
them, let us say a very small number, were innocent transactions and had innocent
explanations so that they would in fact be closed.
When you send it back to the reporting institution, it would be highly unlikely, I would
suggest, that the reporting institution would notify the client. Therefore, an innocent client who
has been investigated has no way of knowing that they have been investigated. Is that what
you are saying?
[Translation]
Mr. Spreutels: I do not see what such a client would gain by knowing, because nothing has
happened and everything stays within the agency, which is an intermediary. That is precisely
one of the safeguards given to clients of financial institutions, thanks to the creation of a
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sealed-off agency that acts as a filter, because if the transaction was reported immediately to a
conventional agency, similar to a police force, an innocent client would have a police file and
traces would always remain. Whereas now, the information remains solely within this agency
and does not go farther.
[English]
Senator Oliver: Are you familiar with Canada's Charter of Rights and Freedoms? If you are,
are you aware that lawyers in Canada have a responsibility when a client comes in to see them,
say on a commercial transaction or a securities transaction, to keep much of that information
confidential so securities information does not leak out and offend securities rules, like the
stock exchange?
Are you aware that, in addition to the obligation for confidential information, lawyers also
have obligations regarding privileged communications? When a client tells the lawyer or the
financial advisor certain information, he or she has a right to know that that information will
remain confidential and privileged. Are you aware of that rule applying to the professions in
Canada?
[Translation]
Mr. Spreutels: This rule is exactly the same in Belgium.
[English]
Senator Oliver: You have referred to the Canadian statute. Clause 11 of Bill C-22 says that
nothing in Part 1 requires a legal counsel to disclose any communication -- the word is
"communication" -- that is subject to solicitor-client privilege. Communication does not
include an activity; it does not include a transaction, as in "every prescribed financial
transaction" from clause 9; nor does it refer to confidentiality. That being the case, my
question to you as an expert and as a lawyer is this: Do you think that the language in clause
11, dealing only with communication, is broad enough to protect accountants, lawyers and
other financial intermediaries who are dealing with something like a securities transaction?
[Translation]
Mr. Spreutels: You are referring to clause 11, which says that "Nothing in this Part requires a
legal counsel to disclose any communication that is subject to solicitor-client privilege"?
[English]
Senator Oliver: Yes. I am talking specifically about the word "communication."
[Translation]
Mr. Spreutels: I see that this word is not contained in the French version of the text.
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[English]
The Chairman: Could someone tell us what the French version says? Senator Oliver, do you
have that there?
Senator Oliver: Yes, I have. The French translation is on the right and it talks about a secret
professional, a judicial counsellor.
My submission to you is that the language in the English version is not substantial or broad
enough to protect lawyers, accountants and other financial intermediaries from the burden of
confidentiality and privilege they have by virtue of their professions.
[Translation]
Mr. Spreutels: I greatly fear that I am not competent to undertake such a detailed analysis of
the proposed system, which is very complex, very balanced also, and which contains a whole
series of safeguards. However, when I first read the clause in French, I had the impression that
this notion of solicitor-client privilege seemed sufficiently clear.
[English]
Senator Oliver: It does not refer at all to confidentiality.
To go to a separate area, a different kind of question, in the Canadian statute the threshold for
accountability is $10,000. What are your comments as to the appropriateness of that threshold,
whether it is high enough, too high, or too low?
[Translation]
Mr. Spreutels: I believe that this is the threshold over which a client must be reported, in the
case of an occasional client. This figure is perfectly in keeping with the provisions of the laws
of the European Union member states.
[English]
Senator Oliver: How much is it there?
[Translation]
Mr. Spreutels: It is 10,000 euros.
[English]
Senator Oliver: When you made your opening remarks, and before Senator Kelleher asked
you questions, you said that lawyers should not be covered comprehensively. Then when
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Senator Kelleher started asking you questions about the client-solicitor privilege, you did
indicate that when they function as financial intermediaries, lawyers should be covered
comprehensively. I find that a contradiction. Perhaps you can assist me by explaining what
you meant.
[Translation]
Mr. Spreutels: The profession of a lawyer and the social role of the lawyer are very complex
things. I think that everyone realizes that it will not always be a simple matter to distinguish
between the lawyer who is acting as a financial intermediary and the lawyer acting as counsel
in defending the client before the law.
In this regard, a key role must be played by the disciplinary authorities for lawyers, and
therefore the lawyers' associations that should participate in them. This will be the case in
Belgium, where they will cooperate very closely in formulating this legislation and, above all,
in applying it, so as to ensure that such a provision does not lead to breaches. The solicitorclient relationship is one of the pillars of our democratic system; on the other hand, however, a
democratic society cannot permit a profession that acts as a financial intermediary to be the
missing link in a system to protect against laundering the proceeds of crime. It is not easy. We
have to achieve a balance and I believe that the good will of all the parties will be essential.
[English]
Senator Kroft: My supplementary is directly on this point. I would ask your opinion in
summing up Senator Oliver's and Senator Kelleher's inquiries. Since your centre was
established, have you generally satisfied the public and the profession that a line has been
drawn successfully between lawyers as financial intermediaries and lawyers as counsel,
lawyers as lawyers? Is that a contentious matter? Would you say it is an ongoing problem?
How would you characterize your success in this area?
[Translation]
Mr. Spreutels: I believe that this balance has been achieved with respect to the professions
that are currently covered by the law, the professions which exercise professional privilege
like public notaries or some accounting professions, which in the beginning had also set out
some obligations in principle with regard to their inclusion in the system. In fact, it was thanks
to the cooperation of the professional associations and the close contacts that we maintained
with them that we achieved a balance. Now I no longer hear any complaints about the system.
As for lawyers, I cannot tell you anything because they are not yet part of the system in
Belgium.
[English]
Senator Wiebe: This question could be a supplementary to the questions of Senator Kroft and
Senator Oliver. It could be based in part on my understanding of the translation. In your
opening remarks, you mentioned that Bill C-22 is the most highly protective of privacy and
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civil rights. Did you mean that in comparison to legislation that you are aware of in other
countries?
[Translation]
Mr. Spreutels: Yes, absolutely. I was very impressed in particular by the provision that states
that no search warrant may be issued for the centre, thereby providing special protection for
the confidentiality of the very sensitive data that the centre must maintain. Moreover, as part
of an upcoming review of the Belgian law, as a result of the amendment of the directive, I will
be urging my government to introduce a provision of this type into our system, so as to
strengthen the protection and the privacy of the information available to the centre. Actually, it
was after a comparative study of the other laws.
[English]
Senator Wiebe: From your experience, do you feel that the bill's highly protective nature
regarding privacy and civil rights will hinder or complement the effectiveness of the
legislation?
[Translation]
Mr. Spreutels: No, I think that this would rather contribute to its effectiveness inasmuch as,
thanks to this enhanced protection, there will be a relationship of trust between the financial
institutions, the other people covered by the legislation and the analysis centre. In my view, it
is a way of ensuring its effectiveness.
[English]
Senator Tkachuk: You mentioned earlier the budget of 60 million Belgian francs to operate
the centre. You also talked about the number of employees who were seconded. When an
employee is seconded from the police or from other departments is their salary paid by the
department from which they were seconded or is it included in the 60 million Belgian francs?
[Translation]
Mr. Spreutels: Yes, I believe that each national system has its own institutional arrangements.
It is hard to transpose one system to another with regard to such practical considerations. Since
we are highly autonomous, we recruit our staff members ourselves and we pay them ourselves,
out of our budget. However, the salaries of the agency's board members, including myself, a
member of the judiciary, are paid by the government and do not come out of the agency's
budget. Similarly, the police officers who are seconded to the agency remain on the payroll of
their original police force.
[English]
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Senator Tkachuk: So the police officers and the people who work directly for the board are
paid from outside of that budget. What is that expense? If all were paid out of the same budget,
would the budget need to be twice as big or three times as big or 50 per cent bigger?
[Translation]
Mr. Spreutels: No, it is quite insignificant because, apart from the three prosecutors who are
seconded to the agency and work full time -- although I personally do not work full time,
although my colleagues do -- the other staff members are part-time employees and only attend
meetings. There is one meeting per week, during which we make decisions as to closing files,
transmitting files or collecting additional information. It would be unreasonable to charge the
total salaries of these people to the agency's budget because they also have other duties. As for
the three police officers, I believe that it is very insignificant in relation to the total budget.
[English]
Senator Tkachuk: You have been in operation for seven years. You said that 38,000 of those
pieces of paper have rolled into your office. What percentage would have been referred to the
police? What percentage of that amount would have been prosecuted successfully?
[Translation]
Mr. Spreutels: The 38,000 reports of transactions were grouped together in 7,000 files
because many reports may deal with the same person, the same company, the same case. We
therefore processed 7,000 files. Of this number, 1,800 were referred for possible prosecution. I
do not yet have the most recent figures for the past year, which will not be available until the
end of the month, but the judicial outcome was 180 convictions. However, there are still at
least 100 cases that were sent to court but have not yet been tried.
Occasionally legal proceedings are dropped. But, in the majority of cases, the investigations
are still under way because they are generally of a complex nature. As you are well aware,
these are never very simple cases, justice is slow and investigations are slow too. There are
often international connections in these investigations, which also slows them down. For the
time being, I am pressing the government to take more effective legal action on the files
transmitted by the agency. This is also part of the new security plan that the government
adopted only last week.
[English]
Senator Tkachuk: I believe that that would amount to about 26 successful prosecutions per
year, on average, from your department alone. That does not take into account people that
police outside of your agency may have caught using the banking system to launder money.
How many would have been caught without your agency?I am wondering whether the agency
is necessary. The agency is catching only 26 per year and only looking at 1,800 files. Surely
many of those files would have exceeded 10,000 euros, which means that they would have
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been sent to the police in any event and the police would have investigated them without your
agency. I am wondering how many could have been handled otherwise.
[Translation]
Mr. Spreutels: No. I would like to remind you that we do not have an automatic reporting
system for suspicious transactions. A transaction does not have to be reported to the agency
just because it exceeds 10,000 euros. The 10,000-euro threshold applies only to identifying
clients. What we receive are only the transactions that financial organizations, after conducting
their own analysis, consider as suspicious, regardless of the amount. There are a number of
systems existing in the world. We have one which is not an automatic reporting system.
The figures that I cited refer only to files that were opened by the agency in response to a
report of a suspicious transaction. Of course, the police opens other money-laundering files,
because the police may have knowledge of offences from other sources. The police unit that
specializes in fighting money laundering indicated in its last annual report that 90 per cent of
the investigations carried out by the specialized police unit were initiated by files transmitted
by the agency.
Let me also add that the advantage of a central agency is that it is able to specialize in one
particularly difficult area and thus acquire expertise that a regular police force would not
necessarily be able to acquire. When we send a matter to prosecution, all of the financial
information in the file has already been analyzed. That greatly facilitates the work of the
police.
[English]
Senator Tkachuk: How many successful prosecutions for money laundering did you have per
year before your agency was set up?
[Translation]
Mr. Spreutels: Money laundering became a criminal offence in Belgium in 1990. The
preventive system of reporting suspicious transactions was put in place in 1993. I think it
would be fair to say that over this period, no one was found guilty of money laundering in
Belgium.
[English]
The Chairman: Thank you, Mr. Spreutels, it was very kind of you to be with us.
Our next witnesses are from the Certified General Accountants Association of Canada.
Mr. Everett Colby, Colby & Associates and North American Forensic Accountants,
Certified General Accountants Association of Canada: I am a certified fraud examiner as
well as a certified general accountant. I own both Colby & Associates and North American
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Forensic Accountants. With me today is Dawn McGeachy, GCA, who is the manager of the
public sector with CGA-Canada. I should like to thank you for having us appear before the
committee today.
The Certified General Accountants Association of Canada is a prominent, respected, selfregulating professional body responsible for the education, certification and professional
development of over 60,000 certified general accountants and CGA students in every
constituency in our country. Many of our members provide accounting, taxation and related
services to individuals and businesses of all sizes, especially small and medium-sized
businesses. Others occupy financial, administrative and policy positions in governments,
financial institutions and not-for-profit organizations.
CGA-Canada is charged with ensuring that our members adhere to the highest standards of
professional conduct. As you know, we also regularly appear before parliamentary committees
to address public policy issues of concern to our membership and to provide our expertise to
policy-makers such as yourselves whenever appropriate.
We are pleased to advise that, in principle, CGA-Canada supports the initiatives contained
within the proceeds of crime bill, Bill C-22. We recognize that money laundering and the
cross-border movement of proceeds of crime are becoming increasingly difficult to deter and
detect and that traditional means of investigating those activities are proving less effective.
The proposals in the bill will provide Canada's law enforcement agencies with the tools they
need and access to valuable data that they may not otherwise be able to obtain. However, our
association has four specific concerns with this bill.
First, we suggest that some of the ambiguous wording contained in Part 1 of the bill could lead
to broad interpretation beyond what is intended. For example, clause 5 of the bill states that the
legislation will apply to 12 different kinds of organizations as well as their employees. It also
provides that it will apply to persons engaged in a business or profession described in the
regulations. While we understand that this is meant to include accountants, it does not
specifically state so, as the regulations are also ambiguous and do not specify what professions
are included.
Further, clause 7 addresses the requirement to report suspicious transactions. We would like to
suggest, as we have in other committees, that the clause be revised to more properly reflect the
true intent: namely, its application to a professional who is involved in the business of
transacting monies or acting as a financial intermediary.
Our analysis of the backgrounder to the legislation and of the consultation paper has identified
the potential misunderstanding that entities and individuals acting as financial intermediaries,
such as lawyers and accountants, will be required to report any financial transactions that they
have reasonable grounds to suspect are related to a money laundering offence merely by
becoming associated with the information and not necessarily being involved in the
transaction. The consultation paper says that clause 7 requires every person or entity subject to
Part 1 to report to the centre every financial transaction where there are reasonable grounds to
suspect that the transaction is related to money laundering. We understand the intent. That has
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been brought to our intention before. However, this wording is broad enough that it could
apply to those situations where we are merely associated with the information and not
necessarily involved in the transaction.
The Chairman: Please explain to us what "associated with the information" means.
Mr. Colby: For example, if I prepare financial statements for a company, I am associated with
that information even though I may not have acted as a financial intermediary in any way with
that company on a financial transaction. Accountants in general are typically viewed as being
associated with the information if they audit it or prepare tax returns.
A more precise presentation would ensure that the wording limits the reporting requirement to
professional accountants like CGAs who are directly involved in the actual transaction, which
is what we understand the intent of that section to be.
Second, we are concerned with the receipt and management of information being provided to
the centre. The bill does not provide for the establishment of regulations regarding criteria for
determining what are reasonable grounds to suspect money laundering. Rather, the
consultative paper states that the centre will develop guidelines to assist reporting entities to
identify characteristics and circumstances that might lead to a determination of reasonable
suspicion. The paper further states that the information to be contained in these reports and the
means by which the reports are to be transmitted to the centre will also be prescribed by
regulation.
As this leaves much to the unknown, we are left with the impression that something will now
be designed and then imposed, and we will just have to trust that the reporting system will be
an efficient and cost-effective process. The bill implies that it is the responsibility of the
professional to determine whether a particular transaction is suspicious. Accountants will be
called upon to exercise considerable judgment in recognizing whether a transaction is in fact a
money laundering transaction as contemplated by the bill.
We recommend that the legislation include actual regulations rather than simply provide
guidelines regarding specific criteria for determining those characteristics and circumstances
that might lead a professional to conclude that there is a reasonable suspicion. In
circumstances where we are leaving it up to the judgment of hundreds of thousands of
individuals, how can the provisions for failing to report be enforced against someone who has
exercised their judgment if their judgment differs from that of the centre?
Part 5 of the bill addresses defences and protections available under the legislation.
The Chairman: As a forensic accountant, what would your criteria be for a suspicious
transaction?
Mr. Colby: Due to my expertise and work experience, I have worked on cases involving
money laundering. I also have a banking and investigation background in the United States.
Therefore, I am quite familiar with those situations. The average accountant who typically
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prepares financial statements, tax returns and the like will not have the specific training and
background to enable them to recognize suspicious activities such as repeated transactions or
multiple people presenting cheques payable to one company that is unknown to them. Those
of us who are familiar with what constitutes suspicious activity would not have a problem with
that.
Our organization alone has a membership of 60,000. There are, in addition, the Institute of
Chartered Accountants and the Certified Management Accountants Association. All those
professionals will not have the same level of expertise. Therefore, there will be several
hundred thousand people exercising different judgments than would you or I. This bill leaves
matters to their judgment. It seems to me that it would be difficult to enforce the provisions
against failing to report if it is left up to their judgment and the judgment of the centre is
different from theirs. It becomes a difference of opinion. If the criteria were specifically
regulated, that would provide to the professionals untrained in that area a measuring stick by
which to judge whether those transactions constitute suspicious activity.
Senator Kolber: Are you willing to suggest some measuring stick?
Mr. Colby: I would suggest that the Certified General Accountants Association of Canada is
more than happy to assist the Department of Finance, the Department of Justice and whoever
else may be involved in establishing those regulations. We would absolutely want to be part of
that as we are one of the main professions affected by this legislation.
I will continue in regards to the defences and protections available under the legislation. While
we recognize that clause 10 provides a general immunity provision, we are apprehensive that
this may prove ineffective within the context of a civil or professional disciplinary proceeding.
The Certified General Accountants Association has already had to propose amendments to our
own code of ethics and rules of professional conduct to allow us to comply with this act.
There are various elements of the required reporting. We believe there needs to be a "safe
harbour" provision for those professionals who, in good faith, do submit a report, as required
by the act, regarding a conclusion of a suspicious activity that later proves to be unfounded.
Although we are obligated not to report to the client that we have reported, and the centre
theoretically would never say to them that a report has been made, we have all seen many
examples of information leaking from various agencies and departments. The likelihood of
something getting out at some point is highly probable. In other words, we would like
assurances that this legislation will include protection, legal and otherwise, for employees in
this situation: A report is made in good faith but later turns out to be unfounded. For whatever
reason, the client finds out about it and tries to bring action against us as professionals under
our own codes of ethics and rules of professional conduct.
Further, it is our belief that the bill should address incidents where an employee makes a report
to the centre and subsequently loses employment as a result. As well, it should address the
possibility of legitimate circumstances under which no report should be made. That should be
covered by the proviso of a "reasonable excuse" defence.
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Third, we would like to see the role of the centre more clearly defined. Comprehensive
information must be provided to the Canadian public regarding the accountability of the
centre. Although clause 55 addresses prohibited disclosures by the centre, we do not believe
the centre should be immune from prosecution in the event that information it provides to law
enforcement agencies or others proves to be in error or slanderous. There is literally no
accountability.
While we agree that the centre should be authorized to provide information to law enforcement
agencies, we are alarmed that they are also permitted to disclose this information to the
Canada Customs and Revenue Agency, CSIS and the Department of Citizenship and
Immigration.
Although this is not specifically worded in the backgrounder papers, the same people who will
staff the centre and be taught to recognize and analyze the criminal offence of money
laundering will now also be expected to look for tax evasion. Those are two widely divergent
criteria to judge.
The Chairman: Why should we ignore tax evasion? I do not want to get into it now but I am
having trouble with your point of view. That is all.
Mr. Colby: Subclause 55(3) states that the centre must first determine whether it has
reasonable grounds to suspect that the information would be relevant to investigating or
prosecuting a money-laundering offence before disclosure can be made to those other
authorities. However, the bill does not state what constitutes reasonable grounds to suspect
that the information would be relevant.
What springs to mind in all of this is data mining. The safeguards proposed for the release of
information appear at this point to be weak. There are no provisions for third-party reviews of
decisions prior to the release of information. Again, we are in a position of trusting that, once
the regulations are developed, they will be palatable to the public.
The most distressing aspect of the proposed legislation to our association is contained in
clauses 62 to 65, which provide the power for representatives of the centre to enter a
professional's office and copy documents from the office without the need for due process. We
find this to be highly intrusive. It also raises the question of whether the legislation is contrary
to the provisions of section 8 of the Charter of Rights and Freedoms, which provides that
everyone has the right to be secure against unreasonable search and seizure.
While the creation of the centre seems to have gone to certain lengths to maintain the
perception of protection of individual privacy, a warrantless search of a professional's office
seems to violate the same principle of privacy. There is an expectation by the public that an
accountant enjoys privilege much as there exists in a lawyer-client relationship. While such is
not the case, it is reasonable to expect that a client's files should not be freely available, thus
making receipt of a warrant prior to entry a mandatory part of the process a natural conclusion.
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We also wish to recommend that the legislation be clarified to restrict the powers of access to
only those records that relate to financial intermediation activities.
To come back to an earlier point, clause 11 relates only to legal counsel, meaning a barrister
and solicitor or lawyer. It does not extend to accountants or other professionals who may have
a pseudo-client relationship that is intended to be kept confidential.
In addition, in clause 64(2), under the enforcement and compliance procedures, when staff go
in supposedly to search for these documents and to copy them, if they are in the possession of
legal counsel, then that privilege may be claimed. I am an accountant, not legal counsel, but in
my activities as a forensic accountant or perhaps on certain tax consulting engagements, I may
be in the possession of privileged documents. I may be performing the engagement on behalf
of legal counsel. These clauses do not extend to me or to those privileged documents in that
capacity. We would like to see that wording modified in the sense that any documents to
which solicitor-client privilege may be maintained, not just those in the possession of the legal
counsel, should be afforded the same rights under the legislation.
Mr. Chairman, for further details on our association's viewpoint, please refer to our written
submissions.
Senator Furey: My question is brief. I do not understand why you feel you need a "safe
harbour" when the only requirement for you to have immunity, in clause 10, is that you act in
good faith. Then it gives you immunity from all criminal or civil proceedings. What more do
you want?
Mr. Colby: The codes of ethics and rules of professional conduct that various professions fall
under would not be covered under the civil or criminal proceedings. They would be
administrative tribunals governed by the associations themselves since we are self-regulating
bodies.
Senator Furey: Are you saying that there are clauses in this bill that would require you to
violate your various codes of ethics?
Mr. Colby: Potentially, yes. We have already seen some modification. We adjusted our code
just to allow us to comply with the reporting on the suspicious activity section. We still have
not been able to resolve, for example, the reporting of a monetary transaction in excess of
$10,000. Our code says we are not allowed to disclose that. This act requires me to disclose it.
I am in a quandary. Do I do what the act says -The Chairman: This is the law.
Senator Furey: It is not a quandary. The legislation takes priority over your code.
Mr. Colby: We would like to know that when we act in good faith -The Chairman: You cannot supersede the government.

Appendix A - Page 407

Commission of Inquiry into Money Laundering in British Columbia

Mr. Colby: That is not our intent, but we would like to know that we have protection for
ourselves in our professional capacities, because a client can bring action against us under our
own regulations.
Senator Tkachuk: The government is supposed to protect the people. That is the job of the
government.
The Chairman: If they are doing something illegal, you do not protect crooks.
Senator Tkachuk: You do not know. That is his point.
Mr. Colby: My understanding is that the government in general has tried to stay away from
dictating policy to the various professions and has allowed them to become self-regulating.
Most of our associations, whether the bar association or the accountants' association, have
adopted fairly similar codes. They express the underlying principles and values that we all
hold. However, we are having to modify and change our codes to be in compliance with the
law. We will have to do whatever it takes to allow us to comply.
Senator Furey: That is what happens, it is not? When new legislation is passed, if a
professional body finds that it is operating with a code of conduct that is not in compliance
with that legislation, then it is the code of conduct that will have to change.
Mr. Colby: Yes.
Senator Furey: There is no need to change the immunity section in this act. It gives incredible
immunity, and the only requirement for anyone asking for it is that they act in good faith.
Mr. Colby: Okay.
Senator Tkachuk: On page 7 of your brief, you talk about a safe harbour and the difficulty of
amateurs, really, submitting information to the centre. Would you be of the view that because
they are amateurs, to err on the side of safety, they would be making a whole bunch reports
that were not necessary? In other words, if I do not know for sure, I will err on the side of
safety and send it in, because I do not want to get into trouble.
Mr. Colby: That is a possibility. There are many different people whose judgment will be put
to the test in that regard.
Senator Tkachuk: As an association, would you not ask your people to do that?
Mr. Colby: We would undertake as an association to try to inform them of what the actual
criteria might be, but we do not necessarily think that it should be our job to do it if that might
conflict with the intent of the legislation. Other than in guidelines that are proposed, why not
set down in regulations what those criteria are? Then you would have the measuring stick by
which anyone in the various professions could judge.
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Senator Tkachuk: You mentioned that the distressing aspect of the proposed legislation is the
power that allows representatives of the centre to enter a professional's office and copy
documents without the need of due process or warrant. Why would they be doing that?
Mr. Colby: It comes under the section for compliance with the act. I guess the theoretical
approach here is that in order to ensure that there is compliance with the act, they will have the
ability to enter my office and copy, and presently it says there is no limit on what they can
look at. They can just review and copy documents at my expense to ensure that I am in
compliance with Part 1 of the act.
Senator Tkachuk: Do you think that perhaps the person from the centre would in reality be
doing an investigation?
Mr. Colby: That would be the logical conclusion.
Senator Tkachuk: That would be the only reason they would come down.
Mr. Colby: I would hope so, other than a fishing expedition.
Senator Tkachuk: That is interesting. I will have to check back as to what they said they
would do, exactly. Somehow I thought they would not be doing investigations at the centre but
simply reviewing the information they had.
Right now, the way the act reads, if they walk into your office and ask for a document, is it a
document that you would have filed or that someone else would have filed? In other words,
would it be something about someone that had been filed by a third party? Could it be?
Mr. Colby: Subclause 62(1) states:
An authorized person may, from time to time, examine the records and inquire into the
business and affairs of any person or entity referred to in section 5 for the purpose of ensuring
compliance with Part 1...
I am not a lawyer, so this may be a matter of interpretation, but this tells me that, at any given
time, without prior knowledge of them coming, and for whatever reason it may be, they can
come and knock on my door, examine all of my files, without limit, and ask me questions
about my own business and affairs to see if I am in compliance with this act. I find that
intrusive.
Senator Tkachuk: I do too.
Senator Fitzpatrick: I want to go back to your comment on client confidentiality. You said
that legal counsel is protected but that you would not be if you were performing on behalf of
legal counsel. I thought the arrangement would be that you would be engaged by legal counsel
to do whatever work it is. Under that situation, the protection that is extended to legal counsel
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would follow you as engaged by legal counsel. You are protected because it is an engagement
that legal counsel has arranged. Are you trying to tell me that, if you are engaged by legal
counsel and the legal counsel is protected, you think that you are exposed as an accountant?
Mr. Colby: Subclause 64(2) is the compliance and search and seizure section. It says:
If an authorized person acting under section 62 or 63 is about to examine or copy a document
in the possession of a legal counsel who claims that a named client or former client of the legal
counsel has a solicitor-client privilege in respect of the document, the authorized person shall
not examine or make copies of the document.
Again, I am not a lawyer, but I relate this back to the exclusion in clause 11, which says that, if
it is a document over which a lawyer claims privilege, it is not to be examined. This says "in
his possession." Not being a lawyer, I am concerned. If I have a lawyer's document but it is not
in his possession, can I claim that? The way the bill is presently worded, I do not think so, but,
again, I could be wrong in my interpretation.
Senator Fitzpatrick: You are saying that the client-lawyer privilege arrangement would be
subverted.
Mr. Colby: I think it is highly probable that it would, and perhaps there should be a change to
the wording to allow for any document that may have solicitor-client privilege attached to it to
be covered by that exclusionary provision, regardless of whose possession the document is in.
Senator Kroft: I presume that in the course of your work you are familiar with the similar
provisions that would apply under the Income Tax Act?
Mr. Colby: I am aware that under the Income Tax Act, section 231, they have the power to
come in and examine my books and records, but when it involves client books and records, if
they were my working papers, those are not covered by that supposed search and seizure
section. They would have to get a search warrant to take my records. Case law, as far as I
understand it, shows that the papers that an accountant prepares are his property and not the
client's property. To come to my office to search my files, they need a search warrant. If I have
the actual client's books, they have access under the act to examine those books and records.
Senator Kroft: Going back to the general provisions, are you saying that there is no symmetry
between the provisions of the Income Tax Act on the rights of the agency to obtain evidence
and the provisions of this bill?
Mr. Colby: I understand what you are trying to say.
Senator Kroft: I am wondering what the differences are between what you are saying and
what is proposed here.
Mr. Colby: The Income Tax Act applies directly to the individual who is required to report,
regardless of what third parties may have assisted that person to report. This act applies to
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third parties rather than to the specific individual who is conducting the suspicious activity or
the financial transaction.
Under the Income Tax Act, the books and records of the taxpayer can be examined, but there
is no right to examine my books and records simply because I was associated with or assisted
the taxpayer.
Senator Kroft: There is a different purpose. We should not expect it to be exactly the same
because the purpose of the legislation is different.
Mr. Colby: Let us say that the bill provided for examining the records of Joe's Money Order
Shop, because reports were received about Joe. The centre wants to inspect Joe's books and
records. I understand that is different than inspecting Joe's files found in the office of Joe's
lawyer or accountant or whatever other professional.
The provisions in this bill that allow for that access are so broad, as written, that the staff are
not limited only to looking at the files or documents relating to the subject of the report. They
can look at anything they want. There is no limit.
Senator Kroft: That seems to be the idea.
The Chairman: What about subclause 64(2)? You wanted to be included. Legal counsel can
have a solicitor-client privilege in respect of a document. The authorized person from the
agency shall not examine or make copies of the document.
Mr. Colby: I understand the reason for the clause. I should like it to be modified.
The Chairman: You want accountants included in that general description?
Mr. Colby: I should like to see any professionals or others covered regarding any document
that can have solicitor-client privilege attached. That document could be held by a doctor, a
lawyer, an accountant or a government official.
Senator Furey: Presumably, if you were engaged by a solicitor to review such a document,
that document is deemed to be in the possession of the solicitor and solicitor-client privilege
would apply, would it not?
Mr. Colby: I do not know the legal interpretation of that, nor the intent behind the wording in
this clause. What does it mean, to be in the possession of legal counsel?
In a fraud examination, for example, I may be retained by counsel to actually conduct the
investigation. I am conducting an engagement. I am retained by that counsel and all my work
is subject to their solicitor-client privilege. I may be accumulating documents and evidence
that the lawyer does not even have a copy of yet because I have not yet submitted my report.
We would need a legal interpretation of whether those documents are deemed to be in the
lawyer's possession.
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Senator Furey: I think it is clear.
Senator Fitzpatrick: You are concerned because you do not want the chain of solicitor-client
privilege broken when it comes to you or any other professional?
Mr. Colby: That is correct.
Senator Fitzpatrick: My colleague says he thinks it is clear that it would not be, but, Mr.
Chairman, that is something we should examine.
The Chairman: Thank you, witnesses.
The next group of witnesses will be from the Royal Canadian Mounted Police. Please proceed.
Mr. Tim Killam, Assistant Commissioner, Technical Operations Directorate, Royal
Canadian Mounted Police: Honourable senators, we welcome this opportunity to raise
awareness of the need to identify strong and effective measures to combat criminal
organizations predisposed to the laundering of criminal assets. We also welcome the
opportunity to appear before the committee today in support of Bill C-22 as it pertains to
money laundering and to discuss the effects of money laundering on the legitimate economy
and what we see as a way ahead in an attempt to stem the tide against organized crime money
laundering.
I have made available a short document prepared April 3 entitled "Royal Canadian Mounted
Police -- Proceeds of Crime Enforcement in Canada." This document outlines the evolution of
our proceeds of crime program, the legislative changes and the structure of the program for
reference purposes only. I will summarize that reference material so you can better understand
the context.
Money laundering is defined as a process by which one conceals the existence of an illegal
source or an illegal application of income and then disguises or converts that income to make
it appear legitimate. In other words, money laundering is a conversion of illegal proceeds from
a cash-based system into the business-based system.
The objectives of criminal organizations are to place illegally obtained proceeds beyond the
reach of law enforcement by moving the bulk cash through the financial system, thereby
cycling it into the economy. The attempt is to make it as difficult as possible to identify and
trace. Once the funds are moved through the money-laundering stages, the income appears
legitimate, which makes it more difficult to detect and prosecute. The profits can then be used
to provide working capital for future activities. It allows these organizations to expand and
open new markets, thereby becoming more powerful. Criminal organizations derive earnings
not only from illegal activities but also from investments in legitimate enterprises. Proceeds
allow them to penetrate into legal economic areas.
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The RCMP Proceeds of Crime Program is directed at restraining and forfeiting illicit and/or
unreported wealth accumulated through criminal activities. Presently, 22 Proceeds of Crime
units are scattered throughout Canada and they vigorously pursue criminal organizations both
nationally and internationally by attacking their illegally obtained assets.
The objectives of the Proceeds of Crime Program may be described as follows: identifying,
assessing, restraining and forfeiting illicit and unreported wealth accumulated through criminal
activities; prosecuting offenders; restraining and seizing assets pending judicial forfeiture; and
identifying to the courts assets that could not be seized to justify judicial penalties. The
program's primary focus is to remove the incentive for committing crime.
Our objectives are met by performing the following tasks: We conduct investigations relative
to the laundering of proceeds derived from designated substance offences, designated customs
and excise offences and enterprise crime offences. As well, we respond to requests for
investigative assistance from foreign and domestic police agencies, and we foster international
cooperation in the area of money laundering investigations.
The second focus of the Proceeds of Crime Program is prevention. Our field units carry out
community policing and crime prevention initiatives by making presentations to the financial
and business communities, government departments and agencies and the general public; by
distributing pamphlets and related material; by promoting strategies developed locally or by
the Proceeds of Crime Branch; and by liaising with other police departments and agencies to
identify criminal trends and activities relating to the Proceeds of Crime Program.
The third focus is on training. Investigators coming into the Proceeds of Crime Program
receive appropriate training, and we actively provide international training as well.
The fourth focus of the Proceeds of Crime Program is policy development and
implementation. We identify areas of legislative weakness and seek statute amendments
through the Department of Justice. We develop and publish RCMP policy, and we do program
evaluation of each unit.
As the former officer in charge of the Proceeds of Crime Program for Canada, I diligently
worked with my colleagues in attempting to ensure that Canada was protected by a broad
range of measures aimed at strengthening organized crime enforcement by preventing the
laundering of profits of illegal activity. Early on, it became clear to me that Canada's financial
systems were being exploited by criminal organizations to conceal, legitimize and transport
their illicit profits, thereby financing their future activities. It was felt that Canada required a
systematic, coordinated and cooperative approach to ensure that our financial systems were
sound as well as free of criminal taint.
Money laundering is the economic engine that runs all criminal organizations around the
world. Preventing dirty money from entering Canada's financial system would mean not
allowing those predisposed to this activity from ultimately strengthening criminal
organization. The Canadian government has taken the fight against organized crime very
seriously; by extension, the RCMP, as the federal police force, is on the front line of this fight.
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We heard from Mr. Spreutels that estimates of the amount of illicit drug money laundered
annually worldwide range between $300 billion and $500 billion U.S. The UN estimates that
in excess of U.S. $1 trillion in illegal profits is generated by organized crime annually. The
inclusion of laundered illicit funds from economic and other non-drug crime could potentially
double those figures. The magnitude is staggering. The flight of capital and the chaos spilling
over the borders of the former Soviet Union and into jurisdictions in Europe, the U.S. and
elsewhere are examples of just how complicated these matters can be. A portion of these funds
ends up in Canada, which is seen internationally as a haven. The RCMP is unable to quantify
the exact amount of money laundering in Canada annually but has empirical data to show that
it is in fact happening at an alarming rate.
Money launderers are attracted to Canada and consider it a haven for a number of reasons.
First, Canada has a stable economy with a relatively strong currency and a banking system
whose efficiency, stability and security is second to none. Second, there is a long, undefended
border between Canada and the United States with a huge volume of commercial and financial
trade occurring. Third, Canada is located next to one of the world's largest illicit drug markets,
the United States. Last, and likely most important, is the lack of controls in Canada over crossborder movements of currency and the lack of a mandatory unusual transaction reporting
system.
What this means for Canada essentially is that there exists an ever more challenging regulatory
and law enforcement environment, particularly in a time of reduced barriers to trade and
finance. It is the opinion of the RCMP that, in order to effectively combat organized crime,
Canada must institute a legally defensible mandatory unusual reporting system to assist in the
investigation of the laundering of proceeds of crime.
As far back as 1993, during the Commission on Crime Prevention and Criminal Justice held in
Vienna, the Secretary General of the United Nations put forward an unsettling portrait of the
control organized crime has on a worldwide scale. He said:
As revenues generated by organized crime increase, the necessity to control banks becomes a
priority for criminals...businesses controlled by organized crime generate a seventy (70)
percent profit margin on their investments. This is achieved at the detriment of law abiding
competitors who must worry about profit margins, overhead, repayment of bank loans. All in
all the infiltration by organized crime tends to introduce distortions in the interplay of market
forces. In the long run it is the taxpayer and consumer who are affected. The profits of
organized crime are so huge that no economy is immune to the impact of this underground
economy...we must improve investigative techniques and limit secrecy to appropriate
dimensions.
The situation described by the U.N. Secretary General seven years ago is identical to the
situation being observed in Canada today.
All financial institutions such as banks, trust companies, "near banks, insurance companies and
intermediaries, such as solicitors and accountants, as well as casinos, who deal with client
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funds on a daily basis, have a front line role to play in reporting unusual and suspicious
transactions. Under voluntary disclosure, as we have today in Canada, there is no systematic
and reliable way of detecting money laundering activity. A permissive system grants wide
discretion to individual financial institutions to determine their commitment to the battle
against money laundering and ultimately organized crime. The anecdotal evidence that the
RCMP has seen underscores the varying commitments in Canada.
At this time, there is no overall coordination or control of reports, which is fragmented at best,
and thus there is no way of ensuring that the available information is being used to its full
potential via a central agency as proposed under Bill C-22.
It is accepted that it is a struggle to reach an appropriate balance between privacy and
enforcement considerations, and it seems clear that the balance can never be struck once and
for all time. Rather, the balance requires constant examination as ways of doing business,
record keeping and retrieval systems and methods of fraudulent transfers all evolve.
From the enforcement viewpoint, the benefits of the creation of a financial transaction and
report analysis centre of Canada as envisioned in Bill C-22 are many. The centre, according to
us, would, among other things, provide a deterrent by making it more difficult to use
traditional financial institutions to hide the profits from illegal activities, therefore reducing
Canada's reputation as a haven for money laundering. The centre would fulfil our international
obligations. It would provide a mechanism for enlisting the support and cooperation of banks
and other financial institutions in identifying possible currency violations. The centre would
identify investigatory targets for possible laundering of proceeds of crime, and the centre
would provide corroborating evidence against individuals identified through other sources
such as informants and other agency referrals.
At the end of the day, senators, countries are only as strong as their weakest link. Of the 26
member countries of the Financial Action Task Force, only Canada, Singapore and Germany
have not yet implemented mandatory systems of reporting suspicious or unusual transactions.
In addition, Canada does not meet the standard required for the Egmont Group, a collection of
financial intelligence units of which there are 53 member countries around the world, who set
the standards and share financial intelligence data in order to combat money laundering.
The bottom line is that money laundering ultimately entails the use of the lawful commercial
system for unlawful means. The addition of a mandatory suspicious transaction and crossborder reporting regime will serve notice to Canada's criminal organizations, and indeed the
world's criminals, that Canada has an effective transaction reporting system and that their
money is not welcome here.
The problems caused by organized crime are not the sole responsibility of the police. Bill C-22
allows for a partnership with police, government and the private sector, and it will discourage
the continued use of Canadian financial institutions for depositing large amounts of illicit cash
and concealing it in accounts around the world. In reality, money laundering is a national and
international cross-border phenomenon. In order for law enforcement to reach over the fence
and join hands, it seems logical that we should be obligated to cooperate amongst our national
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institutions and across international borders with at least the same effectiveness as those who
launder the proceeds of crime.
Whether it is a known motorcycle gang that specializes in violence or intimidation or the
Mafia who use corruption, we are faced with organizations that are structured to maximize
their profit at the expense of the state and its citizens. I humbly submit, honourable senators,
that it is therefore the state's responsibility to contribute and place an additional tool into the
law enforcement toolbox to assist in impacting on the perverse reflection of society
predisposed to laundering the proceeds of crime. Individually, these problems are formidable.
Collectively, they may seem overwhelming. A mandatory reporting regime should not be
viewed as a panacea. Rather, it is an integral part of a broad range of measures aimed at
strengthening organized crime enforcement.
Senator Tkachuk: We are all in favour of your efforts. In a democratic society it is a difficult
thing, as you said earlier, to balance the need to capture this illegal cash with the need to
protect the rights of innocent citizens who may be caught in the crossfire of an investigation.
While this may not be as violent as being caught in the crossfire of bullets, which often
happens in a shootout between bad guys and the police, we have here the possibility of people
being caught in the crossfire by this huge organization being set up throughout the country
using lawyers and accountants -- all major professionals, it would seem, who handle a dollar -as part of this solution.
We have estimates for the amount of money laundered annually worldwide, but what do you
estimate as being laundered annually here in Canada?
Mr. Killam: Because of the nature of this kind of activity, we cannot estimate it. As a matter
of fact, the Financial Action Task Force has been trying for the last number of years to figure
out what it is internationally. Those figures are just guestimates at best. They are
extrapolations of the kinds of crimes that go on and the kinds of money involved. Because
money laundering is trying to make the money legitimate, it is very difficult to quantify.
The best way to understand it is that there are many organizations -- and we see them in the
paper -- prosecuted for regular traditional offences and they do not have to go through
processes to get their money. They use criminal activity to get their money. They are huge
organizations and have lots of profits. We can see that. That is the empirical evidence.
Through the cases we now investigate, we know that there is a lot of money in those
organizations, but all we can see is one part of the picture. We see one piece of the puzzle.
Right now, when we start an investigation, we see one piece of the puzzle. If you have ever
done a puzzle, you can understand what I am saying. We see one little piece. Perhaps we get
that piece from a bank on a voluntary basis right now.
The Chairman: Senator Tkachuk, the Library of Parliament has an answer for you. It says the
federal government estimates that between $5 billion and $17 billion in criminal proceeds are
laundered in this country each year.
Senator Tkachuk: Between $5 billion and $17 billion?
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Mr. Killam: It is so wide that it is very difficult, but it is a huge figure.
Senator Tkachuk: You successfully prosecute money laundering activities now under the
present legislation?
Mr. Killam: Yes.
Senator Tkachuk: How many successful prosecutions would we have reported in a year in
Canada?
Mr. Killam: I do not know.
Senator Tkachuk: Maybe you could use one province, such as Ontario or Quebec.
Mr. Killam: I cannot tell you exactly what the figures are.
Senator Tkachuk: Hundreds?
Mr. L. R. J. (Lou) Goulet, Staff Sergeant, Proceeds of Crime Branch, Federal Services
Directorate, Royal Canadian Mounted Police: In terms of the number of people actually
charged or convicted, I do not have that figure here with me. The best I can give you is in
terms of recoveries, revenue, fines and referrals over the past four years, by one method of
measuring. I will round out the figures from 1996 to 1999. The recovery rate was $142
million, of which the revenue amounted to $50 million that accrued in actual forfeitures.
Referrals to other agencies, we identified $90 million. In terms of fines, it came out to about
$7 million. Those are the actual dollar figures.
Senator Tkachuk: To be sure I understand the first number, the $50 million is the amount of
illegal cash you actually captured; is that correct?
Mr. Goulet: That is correct; the $150 million is the amount that was restrained.
Senator Tkachuk: Is that per year?
Mr. Goulet: No, that is for the last three years, 1996 to 1999, based on our limited resources
of the 22 units, which is approximately 287 regular members of the RCMP who are
predisposed to investigations in this area. Our integrated units are made up of a team concept
that includes forensic accountants, lawyers from the Department of Justice, and police. Those
are the end results of our unit to this point in time.
Senator Tkachuk: I assume there will be a lot more investigations going on once this agency
gets up and running.
Mr. Goulet: We are expecting quality leads, of course. The information that will be received
will be acted upon as best we can. We may already have investigations ongoing where the
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information will complement, or it may be something brand spanking new that we were not
familiar with regarding that particular individual and the details provided with that disclosure.
Yes, we expect an increased workload. By way of example, over the same time frame, in the
Netherlands there were approximately 16,000 disclosures and there appeared to be a trend
where approximately 20 per cent to 24 per cent of those filtered down to their police agencies
after being raised from the unusual to the suspicious level in the methodologies that they use
there.
Regardless of the total number of suspicious transactions that the agency receives eventually,
we could expect 20 per cent of the volume. That is law enforcement, not just the RCMP.
Senator Tkachuk: Will you have money in your budget to increase the number of people you
will need from 297?
Mr. Killam: There will not be any more money for the investigation itself. There is a
provision for some money to augment the investigation once we receive a report from the
agency. The report or information will come to us at way below any kind of level of legal
threshold where we can go back. It will just be tombstone data. That is what will come to the
police from the agency. It could say my colleague here and his name and the fact that he did
some kind of activity at certain banks. There is much more that was done at the agency, but we
will not get that. It comes to us at a certain legal threshold, then we have to conduct a
preliminary investigation to allow us to get the production order from the agency in order to
get the rest of the file. There is much work we have to do after we get a report. Some money
will come to help us with the investigation at each unit so that we are able to do that part of the
investigation, which is new. We did not get these leads from there before.
The Chairman: To follow up on that, are you telling me that when the agency does its
analysis, whatever else it does, they will not give that to you?
Mr. Killam: They will not give us the analysis.
The Chairman: Does that not seem to be a very cost-inefficient way of carrying on? We are
going to have two government agencies doing the same thing twice.
Mr. Killam: It is coming that way for the privacy considerations and the Charter
considerations. You have heard Mr. Spreutels' comment that this legislation is very protective,
and it is for exactly those reasons.
The Royal Canadian Mounted Police was involved in the discussions with regard to the
buildup of this piece of legislation. I was at the table for most of those discussions in my prior
job.
For those reasons, we feel it is a legally defensible system that protects the privacy of people.
It requires a lot of us, yes, but that is the society we live in.
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Senator Fitzpatrick: Commissioner, I know this is a difficult question to answer, too, but do
you have any idea what business activities or companies this laundering process takes
advantage of? For example, how much goes into publicly traded companies through the stock
exchange? In turn, where does that lead with respect to regulatory requirements and policing
stock exchange activities?
Mr. Killam: This goes back to the answer I began earlier. By the very nature of this activity,
you do not know it. By the very fact that we do not have this centre in operation, we will never
know it. The centre will be able to get some kind of information from the leads that may come
in later on.
At the end of the day, the centre may be doing those kinds of investigations. There is no
requirement right now. We have heard our colleagues from the CGAA. There are concerns
about being part of the solution. It is not a police problem. It is society's problem. I happen to
be paid full time to do this, but we all should be looking out for this.
This bill would provide a standard expectation that people put that information into the centre.
That information will come in. In the report to Parliament that is required, you will see more
information, probably in a closed setting.
Senator Fitzpatrick: My next question is unrelated. What is your opinion with respect to
phasing out $1,000 bills? Will that have a real impact on money laundering activity?
Mr. Killam: That would have an impact. Very few countries have denominations of that size.
I am in favour of stopping that production. Such bills can be concealed more easily and be
carried internationally. The largest denomination in the United States is $100. Even though our
dollar is worth less, we still experience many smuggling cases where $1,000 bills are used.
Senator Fitzpatrick: These $1,000 bills can be smuggled out of the country. Then they come
back into publicly traded companies through the stock exchange and can penetrate industry in
that way?
Mr. Killam: Absolutely.
Senator Kroft: I will ask a general question that, I warn you in advance, calls for an opinion.
We all understand that, to achieve a sound piece of legislation, a balancing act is required
between solving the problem and protecting citizens' rights. Let me put this on a scale of
"toughness." I am asking your opinion as amongst yourselves and I would be surprised if you
do not have a sense of this from your own conversations. As an overall observation, would you
say that the drafters of this legislation, in terms of toughness, have it too tough, too easy or just
about right?
Mr. Killam: I was involved in the drafting and I happen to be a legally trained police officer. I
can understand the legal issues and I think this is a good balance.

Appendix A - Page 419

Commission of Inquiry into Money Laundering in British Columbia

In Canada we do have requirements that are tough. We do have stringent privacy
requirements. We have a charter to protect citizens, rightfully so. I think this bill works. It
makes our work harder but that is the price of living in Canada and I am proud to be here. I do
not mind being required to be involved in these activities. Sure, it will be tough and it would
be easier if no agency were involved, but this is the way things should be.
Senator Kelleher: I see this as essentially criminal legislation. The object of the bill is to deal
with criminal matters and the proceeds of crime. Therefore, I am a little surprised that the
reporting mechanism is through the Minister of Finance. I am somewhat prejudiced, of course.
I would have thought a better reporting mechanism would have been through the Solicitor
General. What is your feeling on the reporting mechanism?
Mr. Killam: This was the subject of many discussions. It boiled down to the fact that the
centre should not be in the police, even though its administration would be much easier.
Senator Kelleher: I am not asking that.
Mr. Killam: I know, but by the same reason, the RCMP reports to the Solicitor General and
has a close relationship with that ministry. In our view, the same charter concerns that arise
with the police would arise with the Solicitor General. Quite frankly, it is an amendment to the
old Proceeds of Crime (money laundering) Act, which was the responsibility of the
Department of Finance. This is just an extension of or an amendment to that act. It stays with
the same department. We did have that discussion.
Senator Tkachuk: I have a question on a clause that has bothered us a lot and it deals with
your relationship with the actual agency. If a file comes in and an investigation is begun,
would you be involved from the beginning? Not at all? The centre will speak to no police
officer until the file is actually referred to the police?
Mr. Killam: The act prohibits the agency from such disclosure to anyone. That is because of
the charter protection. Eventually, if a case comes to the threshold where it should be reported,
we will deal with that, but it will have been sifted and filtered by then.
To better understand it, we have put these charts on the wall to show what this agency will do
for us.
Mr. Goulet: Under the existing act, provisions are made to allow access to government
databases. Depending on how that works out, we could have access to the actual CPIC system,
the Canadian Police Information Centre system.
Senator Tkachuk: Does that show criminal records?
Mr. Goulet: That is right. We would not be involved in the actual investigation.
We have a chart that shows a "wagon circle." This concept was borrowed from my friends at
the Financial Crimes Center in the United States. A sanitized case is shown with colour
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coding. Yellow is used for actual transactions. Pink denotes business names. Brown denotes
account numbers.
The data would be considered and a link analysis would be done. Based on the disclosure, we
would investigate and build up our evidence, hoping for sufficient grounds to obtain a court
order, a production order, and then we would attend to the agency. In our view of the world,
the agency can produce this kind of report at the end of the day.
As you can see, if you look at the number of transactions, it is an onerous task. We have been
asked in the past whether there is an ability to handle this volume of information. Our answer
to that is yes. There is artificial intelligence, which is what produced these particular charts for
the sake of demonstration.
Mr. Killam: That is what we expect to come out of this agency. In other words, now we make
it a piece of information that goes all across the country. It comes in on a voluntary basis, with
no real standard, just what may come through our relationships with the financial industry. As
some of the earlier witnesses said, there are varying degrees of commitment to that and
varying degrees of understanding and ethics and so on.
There is a picture out there, and we just get that one little piece of the puzzle. That is what I
was trying to talk about before. This agency should be able to pull those pieces of the puzzle
together to get a better picture. You might not get the whole puzzle, but when that piece comes
to us, it may be a good part, and we may be able to do something with it. The best way I can
visualize it is that they are bringing a lot of the pieces of the puzzle together at that agency.
Senator Tkachuk: It would not normally be the practice of the police, of course, to release
names of people who are simply being investigated but who have not been accused of
anything.
Mr. Killam: No.
Senator Tkachuk: Yet it happens.
Mr. Killam: It has happened in the past. It is not normal practice.
Senator Tkachuk: It does happen quite a bit, actually.
Mr. Killam: We attempt not to. It is certainly not our policy to do that.
Senator Tkachuk: I understand that, but it does happen.
Mr. Killam: Absolutely.
Senator Tkachuk: It happens on a fairly regular basis that people are being investigated and
somehow it gets in the paper. Some reporter finds out. Why do you think that will not happen
at the agency? Are they better people?
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Mr. Killam: I just do not believe the same kinds of investigation will take place. My
understanding of the way the agency will work is that it will be in an office; it will be done in
more of a closed way, with privacy protections.
Senator Tkachuk: We live in Ottawa, where reporters and bureaucrats hang around together
at cocktail parties, go out for dinner, talk. Let us say a nice, juicy name comes across the desk;
the reporter might be interested in that, right? Some teller at a bank sends to the agency a piece
of information with a name attached and it happens to be the name of a prominent person -someone people are interested in reading about -- and even though that person has not been
doing anything, it is possible that it would just happen to leak to a reporter. That could happen,
and it will happen.
Mr. Killam: Absolutely, it is possible.
The Chairman: It is a pleasure to welcome, from the Office of the Privacy Commissioner of
Canada, Mr. Bruce Phillips, the Privacy Commissioner. Mr. Phillips informs me that he does
have an opening statement, and then senators may ask questions.
Mr. Bruce Phillips, Privacy Commissioner, Office of the Privacy Commissioner of
Canada: Senators, attending with me today are Julien Delisle, who is the executive director in
my office, and two of our legal staff, Stuart Bloomfield and Martine Nantel.
The first thing I want to say is that this is quite a piece of legislation. It does seem to me to be
breaking new ground in the sense of the amount of personal information that the state is
prepared to demand of its citizens.
The Chairman: When you say it is "quite a piece of legislation," do you mean it quite good or
quite bad?
Mr. Phillips: That is a judgment for you to make, although I do have some observations about
specific problems with it.
The Chairman: I am just kidding.
Mr. Phillips: You might catch me a little bit later on.
It has the potential and the likelihood of placing a very substantial proportion of the population
under what amounts to a more or less constant form of surveillance. Given the possibilities,
and owing to the very broad information-gathering authorities of having essentially detailed
life profiles constructed of a great many Canadian citizens, I think it is worthwhile to bring to
this committee's attention the very obvious concern that Canadians at large have with this kind
of activity, especially given our recent experience with a comprehensive database at the
Department of Human Resources, which, so far, has generated no fewer than 50,000 demands
by Canadians for access to those records. It is a matter of some public concern, as well as
having importance as a piece of legislation.
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It is for this committee to decide whether the problem defined by the sponsors of this bill is
sufficiently severe to warrant the kind of information gathering that is made possible by the
bill. I appreciate that money laundering is an important issue, but I must be concerned about
the impact on the privacy of Canadians.
We have here a proposal to collect information on uncountable numbers of Canadians, largely
without their consent when you get beyond the prescribed reporting requirements, largely
without their knowledge and, so far as we are concerned after examining the bill in its present
state, with no real right of access to those records. Essentially, therefore, it vitiates the rights
that are contained in the existing Privacy Act.
I will sum up our first objections regarding what we consider to be vagueness, ambiguity and
lack of precision. Banks, trust companies, insurance companies, credit unions, investment
counsellors, other organizations providing financial services and even casinos are being
required to report "every financial transaction" where there are, according to the bill,
"reasonable grounds to suspect that the transaction is related to the commission of a money
laundering offence." What are these reasonable grounds? We do not know. They are not part
of the proposed legislation. The bill requires businesses and individuals to make subjective and
possibly speculative assessments of the character and activities of their clients without
providing the statutory or regulatory guidance about what constitutes reasonable grounds.
In fact, you could argue that this legislation encourages excessive reporting of personal
information. Given that organizations and individuals required to report suspicious
transactions can be fined as much as $500,000 and imprisoned for up to six months, it seems
to me that reporting organizations will be very likely to err on the side of submitting too much
rather than too little. Further, the lack of clear definitions of "reasonable grounds" and
"suspicious transactions" invites excessive reporting and increases the likelihood that innocent
citizens will have their privacy invaded. The point must to be made again and again that the
vast majority of persons who will be captured in this immense collection of information will
be innocent people.
The observations of Mr. Seeto of the Department of Finance were very interesting. In trying to
weigh the value of the information from an investigative or evidentiary point of view with the
amount being collected, he tells us that, in Belgium, which apparently is one of the few places
where there are any comprehensive statistics, 24,000 suspicious transactions were reported in
the six-year period from 1993 to 1999. Of those 24,000 reports, 1,400 went to judicial
authorities and 117 convictions were registered. I think the argument that must be posed and
that the Senate must consider is whether the cure here is not a little worse than the disease.
Where the objective criteria do exist that trigger mandatory reporting, such as two or more
transactions on the same day totalling $10,000 or more in cash, although I am no expert, I
would respectfully suggest that this will result in the collection of information about a very
large number of people. There are discussions about the thresholds here, and although that gets
a bit beyond my brief, it does seem to me they are very low.
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The organizations required to collect and report this information will send it to the Financial
Transactions and Reports Analysis Centre without the client's knowledge or consent on the
basis of these yet undefined suspicions. In some cases, this information will never be used for
criminal purposes. It is our belief that without convincing evidence that notification of purpose
-- that is, telling the client why the information is being collected -- would seriously undermine
the criminal investigation process, people's rights to be informed should not be abrogated in
this way.
Paragraph 54(b) of the bill provides that the centre may collect personal information "relevant
to money laundering activities." Again, as in the case of "reasonable grounds," the legislation
does not attempt to define "relevant." Given that they have access to almost any database in
the possession of the federal government, no matter where it is located, and access to
databases of provincial governments and other sources as well, it would seem that the centre
could amass information relating to such things as employment history, income, professional
relationships and travel patterns, all of which could be considered relevant, in addition to the
information provided by financial institutions and other organizations covered by the
legislation.
This seems to me to be giving a licence to the centre to collect information for the compilation
of comprehensive profiles of individual life and behaviour. Because of the lack of definitions
and guidance in the legislation, we do not know whether the centre will collect this
information. We think we need to specify the type of information that can be collected, as well
as the possible sources of information, with a good deal more precision. We object to the
breadth of the information the centre is mandated to collect and use. We believe that the types
of information considered relevant to the proper assessment of whether a given transaction is
suspicious, as well as the sources of those data elements, should be specified, preferably in the
statute.
One of the fundamental principles underlying both the Privacy Act and the new Personal
Information Protection and Electronic Documents Act is that organizations should collect only
as much information as they need. The legislation needs limits placed around it.
The establishment of the centre as an agency at arm's length from the police, subject to the
Privacy Act, or so we are told, is, I suppose, preferable to having the reporting organizations
disclosing information directly to the police. However, the protection afforded by the Privacy
Act, in my opinion, is largely illusory. The public's ability to lodge complaints and the
commissioner's power to investigate complaints will be meaningless given the secrecy
surrounding the collection of information by the centre. As a result of this secrecy, members of
the public will not know what information is being collected about them, short of what is
prescribed in the bill or that they may be being investigated. Citizens will not be able to use
the Privacy Act or the Personal Information Protection and Electronic Documents Act to
determine if information has been collected about them. Although in one part of the bill the
centre is said to be expressly subject to the federal Privacy Act, we have been informed by
officials connected with this operation that the centre will routinely deny access requests
pursuant to section 16 or paragraph 22(1)(b) of the Privacy Act.
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Bill C-22 also amends the Personal Information Protection and Electronic Documents Act to
include reporting organizations as organizations that can disclose information to the centre
without consent and authorizes the centre to inform an organization that it cannot disclose the
fact that it has sent information to the centre.
Without evidence of harm, access to personal information should not be denied to an
individual as a matter of routine or a matter of course. At a minimum, individuals should have
access to the information collected by the centre as a matter of statutory right if they have not
been subject to a criminal investigation as a result of that collection.
Clause 55 of this bill authorizes the centre to disclose designated information to law
enforcement organizations, the Canada Customs and Revenue Agency and other bodies
without warrant. However, subclause 55(7) of the same bill gives the minister the authority to
add to this any other similar information that may be prescribed. That poses the risk that the
centre could simply become a conduit through which other information could be channelled to
law enforcement bodies, circumventing the controls normally applied to the collection of
evidence in criminal investigations.
In summary, therefore, our problems boil down to four. There is the lack of statutory or
regulatory guidance about what constitutes reasonable grounds and suspicious transactions.
These terms should be defined in the legislation or regulations, not in guidelines developed on
an ad hoc basis between the centre and interested parties. If these terms are defined in
regulations, the committee should have an opportunity to review them.
There is the scope and the quantity of the information the centre is authorized to collect and
the potentially very large number of citizens that will be under surveillance. Terms such as
"relevant information" and "law enforcement" must be defined in the legislation or in
regulations, and the number of individuals about whom information is collected should be kept
to a bare minimum.
Above all, citizens should be able to use their access rights under the Privacy Act or under the
Personal Information Protection and Electronic Documents Act, unless it can be clearly
demonstrated that informing them that information may be sent to the centre or that giving
them a right of access would jeopardize the intent of the legislation.
Finally, we are concerned about the possibility that the information provided to law
enforcement bodies will be expanded. That must be kept to a minimum.
In a Supreme Court majority decision respecting privacy and law enforcement, Mr. Justice La
Forest stated:
The restraints imposed on government to pry into the lives of the citizen go to the essence of a
democratic state....where privacy is outweighed by other societal claims, there must be clear
rules setting forth the conditions in which it can be violated. This is especially true of law
enforcement, which involves the freedom of the subject.

Appendix A - Page 425

Commission of Inquiry into Money Laundering in British Columbia

I am asking you today to take this under advisement to ensure that Bill C-22 does contain clear
rules. If you feel that this legislation is needed, then I urge you to ensure that it contains
definitions and rules that will minimize the intrusiveness of the legislation.
I should like to add one footnote to that. One of the basic principles under the Privacy Act is
that we have, as individual Canadians, the right of access to information the government holds
about us. The Office of the Privacy Commissioner of Canada is established to investigate
complaints in cases of denial of access. The normal process for us is to look at the documents
concerned, make a judgment and offer recommendation to the relevant department. If the
recommendation is not accepted, if it happens to be a failure of disclosure, we do have the
right to go to court on behalf of the complainant. As we see this bill, we do not have that right.
We can look at the information, but the bill, as nearly as we have observed, stipulates that
there will be no disclosure by a court of any document contained in the centre unless it meets
certain conditions that are contained in the bill. They certainly do not include a
recommendation from the Privacy Act. We get a sense from this bill that the judge would be
required to say, "I am sorry, because this bill overrides the Privacy Act I cannot entertain an
application to the court for disclosure of the document."
The Chairman: This committee obviously has a dilemma, because we are informed that there
is a great deal of criminal activity going on and something should be done about that. On the
other hand, do you give law officers licence to do whatever they want? I do not pretend to
know the answer. I do know, however, that the trend seems to be changing a little. Do you
remember the famous Miranda rules, where even if a guy had a smoking gun you would not
touch him until you had read him his rights? Apparently that procedure is now under fire and it
looks like it will be changed. You pose a difficult dilemma, I think.
Senator Kelleher: Prior to your presentation to us, would the Department of Finance and the
drafters of this bill have been aware of the views that you just recited to us?
Mr. Phillips: Indeed they are, yes. We have conveyed these views to the department.
Senator Kelleher: Obviously it has not had too much effect upon them.
Mr. Phillips: I would not say it has had no effect, but it has had very little. Originally, this bill
would have denied the Privacy Commissioner the right even to see any of these documents.
They have amended it to that extent. However, the ability of the commissioner to function as
an ombudsperson and to make recommendations to the centre is really vitiated by our inability
to bring any relief to a complainant we feel has a just complaint.
Senator Kelleher: Were you made an interested party to the drafting process? Were you
asked for your views on this legislation?
Mr. Phillips: Yes, senator. A consultation document issued early on in this process was sent to
us, among many interested parties, and we conveyed our views back to the department in
response to that consultation document. We have had meetings with the Department of
Finance. We have put our views on record.
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Senator Kelleher: Have you offered any specific drafting to alleviate some of your concerns?
Mr. Phillips: No, not specific. I do not feel it is the proper business of my office to be writing
regulations or writing statute law. We are not qualified to do that. However, we think we know
what it should not be doing.
Senator Kelleher: If this committee wanted further and more detailed assistance from you
with respect to possible amendments, would you be able to provide that for us?
Mr. Phillips: We would certainly try to help, yes. You are far better equipped in that respect.
You have legislative counsel and experts of that nature available to you. We would certainly
be happy to look at any amendment proposed and give you our opinion of its effect on the
totality of the legislation.
Senator Furey: Most of my concerns were addressed in your presentation, but I want to recap
two of those. Commissioner, you indicated that in the first instance you would prefer to see
clients notified that they were being investigated at the investigative stage, unless there was
compelling evidence to show that it would interfere with the investigation. Is that correct?
Mr. Phillips: That is correct.
Senator Furey: The second part of my question is that once an investigation has been
conducted and a client is deemed to be innocent, that party should be notified. Is that correct?
Mr. Phillips: I did not specifically say that, but it is not a bad idea. What I am arguing for here
is a bit more transparency in this process. If it is deemed necessary for them to collect all this
information, you know as well as I do that the vast majority of transactions will be found
completely innocent and lawful. One analogy is the police R.I.D.E. program. It operates on a
statistical assumption that, if you stop 100 cars on Christmas Eve, a certain percentage of those
people will be found to be violating the law. This, equally, is law enforcement by statistics.
You assume that in 1 million transactions a certain percentage will raise suspicion.
I think we all have views about that approach, because it involves fishing expeditions and
collecting information about many people without probable cause. Those concepts are not
consistent with our general view of the proper role of law enforcement in a society such as
this.
You are being asked, in the first place, to set aside the normal considerations here because of
what the law enforcement authorities say is such an urgent problem and of such enormity that
normal rights must be set aside. My argument is that, if that is so -- and it is for other people to
make that argument and to convince this body that it is so -- I do not think they need to go as
far as they are going here with respect to the great majority of the people whose information
will be collected here, in terms of violating their existing rights under the federal Privacy Act
and under the Personal Information Protection and Electronic Documents Act applicable to the
private sector.
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If you, senator, make a couple of $5,000 deposits in the bank that get reported to the centre, it
is difficult for me to see any reason why the information should remain in a file for five years - or longer, if you do it again a year later, because they essentially are in a position of
maintaining a rolling, perpetual file about you, with no reason whatsoever to keep it based on
the information at hand. I do not think that is right. Furthermore, there is no reason why you
should not know it is there. Second, if they are keeping information for the statutory five-year
term, there is no reason, if it has not generated a suspicion -- and on what terms a suspicion is
generated I do not know -- why you should not have access to that information, unless it can
be demonstrated by the holders of the information that to disclose it to you, the individual
concerned, would somehow or other impair a criminal investigation.
That is the principle now embodied in the Privacy Act. In most cases, investigative bodies
working under the Privacy Act must demonstrate an injury if they deny access to the
information. That this group should be exempted from that or that they should routinely deny
any access requests to this, as they have told us they intend to do, strikes me as an arbitrary
and unjustified position. They may say, as Mr. Seeto of the Finance Department has said, that
the Privacy Act covers this. However, if you look carefully at this bill, you see that the
coverage is a bit of a chimera because they have written in clauses that essentially make the
ability of the Privacy Commissioner to act on behalf of any complaint meaningless.
Senator Furey: I agree with an earlier comment you made that reporting agencies no doubt
will err on the side of protecting their own interests. As a result, I can see a whole host of
transactions being reported that end up being purely innocent transactions. If the individuals or
clients who are reported are not told about this, they have no opportunity to go back the next
time to ensure that the transaction is more transparent so that it does not get caught in this web.
One of my concerns is that the failure to notify people will mean that they do not have the
opportunity to ensure that they do not continuously get snagged up or caught up in it.
Mr. Phillips: Senator, I could not put it better myself.
Senator Oliver: Mr. Phillips, every time you appear before one of our committees you leave
us with a big challenge and you have done it again today, with comments on clause 55 of this
bill and section 16 and subsection 22(1). Clause 55 is the one that authorizes the centre to
disclose designated information about a Canadian citizen to law enforcement organizations
and the Canada Customs and Revenue Agency.
From reading the bill, I have the impression that this bill gives a lot more powers than are
necessary to do the job of combatting money laundering in Canada. Some of the powers given
are intrusive. I think you would agree with that.
Because section 55 gives this extraordinary power to give information to other agencies, such
as the Canada Customs and Revenue Agency, I also have the impression that this is a
backdoor way for the federal government to say, under the guise of controlling money
laundering, "Let's go a couple of steps farther and try to find out if we cannot combat the
whole underground economy." If they find someone has given $5,000 cash to someone and
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then another $5,000 cash, they have the power under clause 55 to give that information to the
Canada Customs and Revenue Agency. In my opinion, that could be used for purposes of
trying to combat the underground economy. I should like to hear your comments on that.
Mr. Phillips: We did look at that section. The purpose for the reverse direction of the
information flow, if you want to put it that way, did seem a little obscure to us. I do not think
we ever did question any of the officials about that particular section. In the end, we came to
somewhat the same view, that this certainly would permit the use of information given by a
financial institution, for example, to the centre for purposes of money laundering
investigations also to be transmitted to the revenue authorities for the disclosure of unreported
income. Whether that is right or wrong is something you might want to consider, but it did
seem to me to be getting a bit beyond the stated purposes of this bill, which they repeatedly
say in various places is only for the purpose of money laundering investigation.
There is a broader issue there, senator, which is the question of whether, when people have at
hand what they think may be evidence of criminal activity, they should disclose it to another
authority. What does merely reporting a sum prove to the financial centre about a person's
relationship with the Canada Customs and Revenue Agency? It is well worth looking at,
absolutely.
Senator Oliver: You also make the amazing revelation that your department has gone to the
Department of Finance and said, "Tell us about the Privacy Act and its position vis-à-vis this
act," and you have said that you have been reliably informed that the centre will routinely deny
access requests by you. In other words, in Canada, we have a right of privacy. One of the
powers you have now to enforce that right of privacy is to go to agencies and seek to get
information. Now you have been told, before this act gets Royal Assent, "There is no point in
your coming because we are routinely going to turn you down."
Mr. Phillips: Yes.
Senator Oliver: Do you think that language such as "such consent shall not be arbitrarily or
unreasonably withheld" might strengthen your position under the Privacy Act?
Mr. Phillips: I suggested some language in my brief opening remarks, to the effect that, where
the information collected about financial transactions has not precipitated and is unlikely to
lead to a criminal investigation, the person concerned with that information should have a right
of access to it. The only conceivable explanation for refusing such a request for access would
be if that access were injurious to a lawful investigation of money laundering.
Senator Oliver: What reasons did they give for telling you that they were routinely going to
refuse to give you this information?
Mr. Phillips: I will refer you to Mr. Delisle, who attended the meeting at which those
statements were made.
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Mr. Julien Delisle, Executive Director, Office of the Privacy Commissioner of Canada: I
should like to clarify a point, senator. Section 16 and paragraph 22(1)(b) are Privacy Act
sections that deal with an individual's right of access. What the Department of Finance is
saying is that individual Canadians making an access request under the Privacy Act may be
routinely denied under section 16 and paragraph 22(1)(b) of the Privacy Act. That has nothing
to do with the authority of the commissioner to investigate complaints on their behalf. He will
be permitted to do that.
Mr. Phillips: The point I am making is that even though we can go and investigate the
complaint and come to a conclusion about the merits of the complaint, pro or con, if we should
in the case of a denial of access decide that the complaint is justified, we cannot force the
centre to grant access. As you know, as ombudsmen we do not issue orders, we issue
recommendations to the departments holding the information. If they do not accept our
recommendation, we then have the option of applying to the Federal Court for a hearing of the
complaint and our recommendation.
The way this bill is structured, I can make a recommendation, and they can look at it.
However, since they have decided in advance, as evidenced by their statements to us, to deny
access, what is the point of the investigation? They have already told us in advance, "We do
not care what you recommend."
Senator Oliver: You can still go to the Federal Court.
Mr. Phillips: No, we cannot. Clause 60 is worthy of your attention. We can go to the Federal
Court, but this bill says that this information can be disclosed only under the circumstances
that are set forth in clause 60. That does not include the Privacy Act, which is overridden
specifically by clause 60. That clause states that, despite any other act of Parliament, the
information may be disclosed only under these very narrowly defined circumstances.
In other words, we are shut out of the court process unless a Federal Court judge is prepared to
say that, in his view, this is a denial of natural justice or that it offends administrative law in
some other way. On the face of it, though, as we see it, the commissioner is effectively
blocked from ever providing relief, even when he may feel that the complainant has a fully
justified complaint.
Senator Oliver: Has your department looked at the charter and at this particular statute to see
whether provisions of the charter have likewise been infringed?
Mr. Phillips: I do not think we have come to any conclusion about the charter argument. It
has been raised elsewhere. The Canadian Bar Association made some comments that struck us
as reasonable observations.
Mr. Stuart Bloomfield, Policy Branch, Office of the Privacy Commissioner: The Canadian
Bar Association is concerned about section 8 of the Charter but also about the vagueness of
several provisions within the bill, such as the uncertainty surrounding what may constitute a
"suspicious transaction."
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One rationale for establishing the reporting centre at arm's length from the law enforcement
body is to insulate the authority from a Charter challenge. This is because the centre is not an
investigative body, even though it ostensibly performs an investigative kind of function.
Yes, we did consider the charter issues. There may still be some outstanding concerns in that
regard that need to be resolved.
Mr. Phillips: Senators, you have just heard a very good lawyer being very careful. I will tell
you what the commissioner thinks.
True, the centre is not an investigative body as defined in the regulations, but, when it talks
like a duck -- et cetera. The sole purpose of the centre is to facilitate law enforcement
investigations into money laundering. You have just heard a good deal of evidence from police
witnesses about how useful and essential this centre will be. Law enforcement is its raison
d'être. It is difficult for me to accept the notion that it is not involved in investigations.
Senator Kroft: I do not think Canadians like this legislation in the sense that we do not like
the kind of society that calls up this kind of legislation. It is part of a bigger feeling. I did not
like putting in my first burglar alarm system because it said something about the community
where I lived.
Our job is to find the best way of doing things, often amongst alternatives. Today, in the
absence of this legislation, where are we? Investigations are certainly going on now for money
laundering. In your official office, do you have any access to police investigation reports? If
this bill is not passed, obviously police activity will fill the gap. Is that system not even more
protected, even more impenetrable, by any kind of process?
Mr. Phillips: The Office of the Privacy Commissioner does have access to police
investigation records if a complaint on an investigation is filed with our office. We also have
authority under section 27 of our act to audit the manner in which government agencies and
departments are managing the personal information that they collect.
Yes, we do have an insight. If you are asking my view on how they do their work, I hesitate to
go very far along that track. We are not there to tell people how to do their jobs, only to look at
the way they manage personal information.
Senator Kroft: I am just trying to confine the question to accessibility. For example, do
people who were investigated ever know that they were investigated? My colleague raised that
question.
Mr. Phillips: Sometimes yes and sometimes no. For example, the Privacy Act does provide a
process by which a government department can refuse to confirm or deny the existence of
personal information if it qualifies for exemption under some of the exempting clauses of the
bill. For example, the Canadian Security Intelligence Service routinely refuses to confirm or
deny the existence of personal information when people write in to ask for any personal file
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that involves them. CSIS's justification for doing that has been tested in the courts and upheld.
CSIS argues that, if they confirm or deny the existence of personal information, it could be a
very valuable tool for terrorists, for example. A terrorist would want to know if Canada was
not watching. It is the so-called mosaic effect.
Senator Kroft: Judging from the reactions you have heard, do you think that this proposal is
roughly equivalent to the way CSIS operates?
Mr. Phillips: There was an attitudinal view demonstrated to us by their statements about
refusing to grant access to any information.
We are dealing with a somewhat different issue here. This is not capturing information on
people who are suspected of anything. It is capturing the information on thousands of people
on the statistical assumptions that people have made. If you collect enough information, you
will find a crook. If you go through enough houses in the city of Ottawa without warrant and
without telling people, doing it while they are away on vacation, you eventually will find some
stolen property.
Those are the analogies. CSIS is an entirely different matter. It is conceded, and the statistics
so far prove, that the vast majority of this information will concern the innocent, entirely
lawful business of Canadians. Some limited proportion will be helpful to law enforcement
authorities.
The normal reasons police collect information, which lead to probable cause to feel that
someone is committing an offence, are set aside here. This is essentially based upon the
proposition that, if you get enough information about enough people, somewhere in that
enormous body of information you will find reasons to suspect a criminal act. That sets aside
the normal rights of people dealing with probable cause as a principle of law.
The Chairman: You are defining "probable cause" in your way. Their "probable cause" may
be different. A bank customer who makes deposits at a bank three times a week may be totally
innocent, but that may be probable cause for a police officer.
Mr. Phillips: Granted.
The Chairman: It is hard for us to discern what is suspicious and what is not. I do not think
you can define it. I am not arguing with you, but I am saying that I do not know how to deal
with it.
Mr. Phillips: I would be the last person to argue that this is an easy question. This is one of
the many cases where we must strike some kind of a reasonable balance in the face of a
national problem.
It is my contention that the centre will collect all this information but that most of the
information will clearly not involve criminal activity. I see no compelling argument why those
innocent people whose information is in that database should not have access to it, or, for that
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matter, that they should not be notified that the information has been collected and that no
fault has been found with it. Why can they not put that in the bill and make that a statutory
requirement?
It is very disturbing, senator, to have officials of a department in this country telling us, before
the thing is even law, "Well, they can ask for it if they want to, and even though the Privacy
Act says that an injury has to be demonstrated, we are going to deny access automatically and
routinely."
The Chairman: It sounds stupid.
Mr. Phillips: It is offensive to me. At any rate, it constitutes a very strong argument for
putting right in the legislation that, if no criminal investigation has resulted from the
accumulation of this information, people should have access to it, at least.
The Chairman: Which means they have to be informed.
Senator Furey: Did you not also say, Commissioner, that you did not have standing before
the court to take it that further step?
Mr. Phillips: We do in normal cases, yes.
Senator Furey: Not here?
Mr. Phillips: Clause 60 of this bill seems to override the normal process of our right to apply
to the court.
Mr. Delisle: I wish to apologize, senator. I misled you and, I think, the commissioner. He was,
in fact, referring to section 37 of the Privacy Act, which deals with audit, not section 27.
The Chairman: The commissioner's omission.
Senator Tkachuk: This bill troubles me greatly because of its enlisting of the Canadian
citizenry to send paper to the government on their friends and neighbours and the people they
do business with, which is much like stopping crime in a neighbourhood by putting cameras in
everyone's house. The term "suspicious transaction" bothers me because, just a while ago, a
black man in New York who was thought to be suspicious had 42 bullets put in him by welltrained people. Of course, he was an innocent bystander. Here, we are going to have amateurs
doing this, bank tellers, who do not know the law itself.
I asked the bureaucrats when they were here why people could not get information on their
own file, and they did not really have any answer except "No." In all this discussion, did they
give you the reason they would not release a file on a person who just happened to have his
paper cross the desk of the commission? Were you told why they want to keep it?
Mr. Delisle: Sorry, I missed the last part of your question.
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Senator Tkachuk: Why do they want to keep the file? A person's file comes in, they
investigate, there is nothing there. Why do they want to keep the file for five years and why
would they not allow a person access to his file if he wanted it?
Mr. Delisle: They want to have the information for a set period of time in order to decide if
there is some kind of pattern or if there is any information that should be passed on to the
police for criminal investigation purposes. I think there is also a requirement in the bill that the
information be purged after five years, if nothing has happened.
From our perspective, in order to bring more transparency to the process it is important to
develop the statutory right of access so that individuals could see what is in their files, if that
information is not subject to a criminal investigation. If it is subject to a criminal investigation,
then one could understand why they should not get access to it. It seems to us to be the quid
pro quo for denying a person his fundamental right of privacy.
The Chairman: Thank you very much, gentlemen. I do not know that we got any further, but
we know more.
The committee adjourned.

June 8, 2000 [Standing Senate Committee on Banking, Trade and Commerce]
The Chairman: Honourable senators, I call the meeting to order. We are here to continue our
hearings on Bill C-22.
This morning, I am pleased to welcome the Information Commissioner of Canada, the
Honourable John Reid.
Hon. John Reid, P.C., Information Commissioner of Canada: Mr. Chairman, I want to say
at the beginning that I appreciate the opportunity to come before you to talk about this bill.
This is also not the first time that a commissioner has come before this Senate committee to
ask that legislation be changed. My predecessor, John Grace, came here a number of years ago
to ask for amendments to a labour bill that also had the effect of removing information
available to Canadians from a piece of legislation.
Senator Angus: Mr. Chairman, I have a point of order. We have had no documentation on
this presentation.
The Chairman: We received it last night.
Senator Angus: It was not circulated to the senators, and everything Mr. Reid is about to say
seems to have been available on the Internet this morning, while we did not have it yet. Do
you think that is a good thing?
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The Chairman: No.
Senator Angus: I think you should register your disapproval and ensure it does not happen
again.
The Chairman: You have done so.
Mr. Reid: On that point, Mr. Chairman, I gave similar testimony earlier this week to the
Justice Committee of the other place. Any information that came out of that testimony is, of
course, in the public domain.
The point I want to make, however, is that Bill C-22, which seeks to create a new government
institution, is a direct attack on the access to information legislation and the principles behind
it.
Clause 85 of Bill C-22 provides that all required reports of financial transactions in respect of
which there are reasonable grounds to suspect that the transaction is related to the commission
of a money laundering offence, all voluntary reports about suspicions of money laundering,
and any information prepared by the centre from information received concerning suspicious
transactions or transactions involving sums of money of a value equal to or greater than a
specified amount to be set by regulation, will be exempt from the Access to Information Act.
The Department of Finance was kind enough to invite us over for a brief discussion of these
matters. We asked them what, if any, of these aspects of the activities of the new agency
would not be protected under the existing provisions of the Access to Information Act and
whether they could give us examples. They could not give us any examples and they could not
be specific.
I have been unable to find any justification for this provision. If this provision goes through
the House of Commons and the Senate and becomes law, how can we justify having CSIS, the
RCMP, the Department of National Defence, or a number of other departments that hold
information that, in many ways, is far more important, far more confidential, and far more
dangerous to the health of the country than this, included in the act and this minor piece of
information outside? If this is allowed to take place, it will create a "black hole" in the
governmental system. Black holes, as you know, have a tendency to draw in a whole range of
other information.
This is not an unusual attack on the Access to Information Act. In doing some research for this
meeting, we discovered that the number of exemptions to the act has been growing very
rapidly. When the act was passed, there were 33 statutes listed in Schedule II, which is where
exemption from the operations of the act are found. Three years later, there were 38. In 2000,
some 50 statutes are listed in Schedule II. Therefore, this is a continuing process by
government and the bureaucracy to ensure that more and more information is kept away from
Parliament and the citizens of Canada. This means a lessening of accountability. It means that,
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in effect, we must put more trust in the bureaucracy and the government to ensure that proper
scrutiny of these activities takes place.
When the act was reviewed by the parliamentary committee in 1986, it recommended that, as a
result of three years experience, Schedule II be done away with because it was not possible to
justify intellectually the exemptions already in place under the Access to Information Act.
Senator Kelleher: Mr. Reid, did you have discussions with the Department of Finance
regarding your concerns prior to the bill being tabled and passed by the House of Commons?
Mr. Reid: Yes.
Senator Kelleher: Did you have any success as a result of voicing your concerns to Finance?
Mr. Reid: I will ask Mr. Leadbeater, who organized the discussions, to reply to that.
Mr. Alan Leadbeater, Deputy Information Commissioner: Senator, it is fair to say that the
department gave us a very fair hearing. We had a full opportunity to discuss our concerns with
the experts in the department.
As to whether we had success in changing their minds, the answer is no. We agreed to
disagree. We were of the view that all of the sensitive information that deserves protection
could be protected under existing provisions of the legislation. The department felt they
needed an "abundance of caution" approach. Although they could not come up with specific
examples, they believed that this information was so sensitive that they would like the
assurance of a "blanket of secrecy." That is where we agreed to disagree.
Senator Kelleher: Specifically dealing with clause 85, to which you have just objected, did
they give any specific raison d'être for wanting this exemption?
Mr. Leadbeater: As you know, senator, the act requires all individuals to report suspicious
transactions. That is fairly sensitive information. The centre is independent of the law
enforcement agencies and it will examine it carefully and decide what to pass on. In that
circumstance, they felt that for the public to have confidence in their integrity and
independence, they wanted to be able to assure them there was absolutely no chance this
information would ever get into the public domain.
I think that was the rationale for taking the "abundance of caution" approach.
Senator Kelleher: Did you have specific discussions with them about the lack of a definition
of "suspicious transaction"?
Mr. Leadbeater: No. We felt that however "suspicious" was defined -- and that certainly
becomes a privacy issue with regard to how intrusive this legislation should be -- the existing
provisions in the Access to Information Act protected what was sensitive but also permitted
the public to have access to accountability information. This organization will, after all, have a
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fairly intrusive role in Canadian society and Canadians will want access, for example, to any
internal audits that may be done on its administration and effectiveness. This provision could
prevent them from having access to that type of information.
Senator Kelleher: Did you raise any concerns with them over the fact that the citizen would
never know he was being investigated, and if it was decided that there was nothing wrong with
the transaction, he would not even then be notified that there had been an investigation and
that he had been cleared?
Mr. Leadbeater: We did express concern about that in the sense that if the institution were to
be covered by the existing provisions, section 19, which protects the privacy of individuals,
would be available to them. However, there is a public interest override to that section. In
certain cases, the public interest in disclosure might outweigh the privacy rights of individuals.
That weighing, which we think should go on, and Parliament says should go on, under the
Access to Information Act, would no longer be possible because of the changes to Schedule II.
Mr. Reid: As you see, senator, it becomes a black hole into which a great deal of normal
information about a department can fall and be protected.
Senator Kroft: Good morning, Mr. Reid. My question goes to the root of the bill. I think we
would all agree that it would be preferable if we did not need such legislation. However, the
governments of the world, in the face of modern realities, have concluded that we need to
protect ourselves in this area. The question then becomes, what is the least socially damaging
thing we can do while still achieving the purpose? That is the way I approach it.
Is there a distinction between information that the analysis centre would have, which is
collected by agencies of the state, be it police, CSIS, or others, and information that a broad
range of Canadian citizens and institutions have the obligation to provide to try to capture
illicit funds?
Does the fact that that information comes from ordinary citizens, rather than as a result of
professional state agency work, change the nature or quality of the material? It seems to me
you have some obligation to the people on whom the duty to provide the information is being
imposed. It is of a fundamentally different quality when it comes from you, me, or someone
else who has to make this report. Does the source of the information change anything about
the situation?
Mr. Reid: No. If you look at the activities of the RCMP, CSIS, as well as other regulatory
agencies that have powers similar to this projected agency, you will find that information that
needs to be protected is well protected under the Access to Information Act. There are
exceptions that provide for the protection of that information.
I should say that about one-third of our work -- perhaps more -- goes into the enforcement of
various provisions of the Privacy Act to ensure that information that ought not to come out
does not become public. If you were to take a look at the kinds of information that will be
gathered by this new agency, and examine the exemptions as listed in the Access to

Appendix A - Page 437

Commission of Inquiry into Money Laundering in British Columbia

Information Act, you would be hard pressed to find any piece of information considered secret
that would come out. That is because the provisions of the act would protect it for the
necessary period of time.
We have no problems at all working with CSIS. We have no problems at all working with the
RCMP, who after all, in their day-to-day activities have information that is much broader,
much deeper, and much more significant in a whole range of other areas than what this agency
will be collecting and collating.
Mr. Leadbeater: The question you asked, senator, has another aspect to it that is worth
mentioning. By placing this provision in Schedule II, Canadians will get the idea that they can
come anonymously to this centre and say whatever they want and give whatever information.
However, Canadians should remember that once the centre analyzes this information, if they
feel there is a reasonable basis for the involvement of law enforcement, it will be passed on.
There are no guarantees of anonymity once things gets into the criminal investigation and
subsequent prosecution system.
I do not think it is fair to Canadians to give the impression at the very outset that this is an
anonymous "snitch line," if you will, that they can phone in tips and never be involved
subsequently. They may become involved, and they may as well know that right at the outset.
Senator Furey: Are you saying then that you would want access to the information for which
they used the euphemism "for investigation analysis" at the analysis stage?
Mr. Leadbeater: We are saying that there would be an adequate exemption for the
information at the analysis stage, subject to a public interest override, if the protection were to
be for personal information under section 19 of the act. The information that is not related to
the actual suspicion of money laundering, such as the administrative and personnel
information of the institution, would also be accessible, subject to the ordinary exemptions to
which all government institutions are subject.
Senator Oliver: Mr. Reid, because something is inconvenient, that should not be a
justification for the denial of a fundamental right, such as the right of access to information or
privacy. The document that we saw on the Internet contains remarks that you made earlier. I
will quote two paragraphs and ask you to comment on them and explain them to this
committee. It states the following:
We already know the Chrétien government does everything possible to block improvements to
Canada's freedom of information laws. Now it wants to exclude even more government-held
material from public scrutiny. The federal Information Commissioner, rightly, wants it to stop.
Farther down in the story it states that 17 years ago, some 33 agencies and departments were
exempted. Now with Bill C-22 there will be 51. The article goes on to state:
Even worse, it seems the main reason for wanting the centre excluded is not to protect
confidential financial records -- sufficient safeguards already exist in the access act and its
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corollary, the Privacy Act -- but because it would be "inconvenient" for the centre to have to
respond to requests for documentation.
What do you say to that?
Mr. Reid: I say that the government has attempted to take other legislation out of the ambit of
the Access to Information Act a number of times. An example I gave in my presentation was
the labour legislation. My predecessor, John Grace, came to the Senate to seek to have that
removed.
I also gave the example of the way in which the number of exemptions in Schedule II of the
act has increased steadily at a very rapid rate. There has been an increase of almost 100 per
cent in the 17 years since the act came into effect. The parliamentary committee that reviewed
this said section 24 is not necessary because the exclusions in the act protect all of this
information. Not only is there the abundance-of-caution argument, which Mr. Leadbeater
mentioned, there is also the desire to hamstring the act in a variety of ways by removing a
significant amount of information from the purview of the Information Commissioner. This is
a continuing, and normal, I suppose, bureaucratic battle. I feel that it should stop. I feel that
section 24 should be removed from the act and that clause 85 should be removed from this bill.
The Department of Finance has advanced no substantive argument as to why it is required. It
can be "macho" reasons in saying, "I'm out and you're in." It can be an abundance-of-caution
reason. It can be because I do not want to have to go through the agony that the access
legislation provides for. There is no substantive reason, which is to say that there is no
information that this agency will receive that is not already protected where necessary.
Senator Oliver: Your main submission, which is succinct, brief and clear, is that you would
like to have clause 85 removed from Bill C-22. Do you have a proposed draft amendment or
wording? Second, have you and your staff looked at any other ways in which the problem
could be solved other than by complete removal?
Mr. Reid: In the first case, I have not been convinced that there is a problem. The Department
of Finance has been unable to advance any substantive argument that this information and this
agency will have a status higher than that of other secret and police agencies like the RCMP
and CSIS. They have been unable to do that. Therefore, a simple amendment such as, "I move
that clause 85 of the bill be deleted," would be satisfactory; and to report back to the other
place that this clause has been deleted and to ask for their concurrence. That was the process
used the last time an information commissioner came before a Senate committee.
[Translation]
Senator Poulin: Since the implementation of the Access to Information Act, there have been
major changes in the communication field in Canada. What we consider as being private is far
from being really private. This is what we see more and more of in every area. Have the new
communication technologies influenced your legislation?
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[English]
Mr. Reid: The new forms of communication, such as the World Wide Web, e-mail, and other
forms of electronic communication are covered under our act -- not as clearly as we would like
them to be, but they are covered. We take into account e-mails, for example. We take into
account electronic documents created by government. Voice messages are also covered under
the act, but no one has yet found a way of recording them. Decisions are often communicated
using voice mail and no record of them is kept. We find a considerable amount of useful
information on the Web, and that departments are increasingly using it as a means of
information publication.
We have a problem with that because our act clearly refers to publications being in the Gazette
or in the library depository system. However, publication on the Web is a greater source of
information than the other more traditional means in many cases.
We are very conscious of the problems with electronic documentation. You know that I have
complained vociferously about the collapse of the government's filing system, and we still do
not have an electronic filing system in place. It is no wonder that records within the
Government of Canada tend to be in a chaotic state. It makes it difficult for people to get the
information that they want. It makes it difficult for departments to find that information.
[Translation]
Senator Poulin: Considering that explosion of communication technologies, is it not a real
challenge for our government to balance ensuring access to information and accountability on
the one hand, and the management and follow-up of information on the other hand?
Do you not think that in the spirit of Bill C-22, as Senator Kroft so well said, this balance is
particularly important during the transition period? Sometimes it may be better to be overly
cautious than to have a system overly accessible and open.
[English]
Mr. Reid: I agree that the question of balance is very important. However, Parliament has
decided that the balance shall be met through the Privacy Act and the Access to Information
Act. To further ensure that that balance is available to members of Parliament, there are two
commissioners with separate mandates. In my case, I spend about 30 per cent to 35 per cent of
my time enforcing the Privacy Act. Thus there is considerable balance.
Second, in terms of the activities of CSIS, the RCMP, and other enforcement and regulatory
agencies, that balance has been demonstrated beyond a doubt after 17 years of experience with
these two acts. I do not believe that there has ever been a case on either the privacy side or the
access to information side, where the rights and needs of Canadians to have that balance has
been found to be invalid. It is a wonderful record that I think goes back to the designers of the
original legislation.
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[Translation]
Senator Poulin: What is the main source of requests made under the Access to Information
Act, to public agencies that comes under that legislation? Are those requests coming from the
general public, Members of Parliament or journalists? What is the proportion of each source?
[English]
Mr. Reid: The greatest source of requests is from the business community. They make up
about 40 per cent of the volume. Increasingly, however, we see requests from members of
Parliament and senators climbing very rapidly. I have been told there is a study going on into
where members of Parliament get their information. After the first six interviews with backbench Liberal MPs from the House of Commons, the people conducting the study were
amazed to find that they all said that the Access to Information Act was their number one
method of obtaining information about government activities. Therefore, the Access to
Information Act has now superseded the techniques for which I had some responsibility when
I was in the House of Commons. They are seldom used now because the Access to
Information Act gives citizens rights against the government. The government has an
obligation to provide that information within 30 days. If they are dissatisfied with the
information they have requested, and they are dissatisfied with the exclusions that the
department has made, they can appeal to the Information Commissioner, who will conduct a
thorough investigation. The Information Commissioner has very adequate powers to do that. It
is a very good balance, in my judgment.
Senator Angus: We were told by the officials who came to brief us about the reasons for this
bill, et cetera, that the principal underlying one was the need to combat organized crime. We
were told it was to do our bit as a member of a group of 28 nations working together to deal
with so-called "money laundering," which I refer to as sort of a folkloric term that television
has created. These television definitions far exceed the definition set out in the bill.
At any rate, do you agree that the main and only purpose of this bill is to help combat
organized crime on an international scale?
Mr. Reid: Yes.
Senator Angus: I was told before this briefing that there were other reasons, such as the fact
that they are after tax dodgers, tax evaders, and not necessarily organized crime.
Senator Oliver: As well as the underground economy.
Mr. Reid: I am not capable of making that kind of judgment. We focused on how the act
impacts on the Access to Information Act. That is my mandate. I dare not go beyond it.
Senator Angus: From what I can see, sir, you do your job very assiduously. I am happy as a
citizen that you are doing it with the zeal and competence that you and your colleagues bring
to it. Let us say it is a given that the principal and underlying reason for this somewhat
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Draconian bill is to help Canada do its bit in combating organized crime on a large scale. Do
you know of other legislation or other databases that result from legislation designed to
combat crime on this scale where that information would be available to the public?
Mr. Leadbeater: All the policing agencies of the federal government -- the security service,
the RCMP, the policing agencies associated with the Correctional Service of Canada, the
Immigration service, the Customs agencies and so forth -- all play a very vital role in the
security of the nation. They all came before Parliament at the time the Access to Information
Act was being proposed to say, "Don't, whatever you do, make us subject to this act because it
will be the end of law enforcement." Parliament said, "No, sorry. We think we have given
sufficient exemptions." They were all made subject to the act. Three years later, Parliament
reviewed the act and not one law enforcement agency came before it to say that it had been
crippled.
I think the experience in the law enforcement and related fields has been clear -- and this is not
strictly law enforcement, it is a related field -- that this legislation does not interfere with them
accomplishing their programs. At the same time, it gives the public a window into what they
do.
Senator Angus: It is but an opaque window.
Mr. Reid: Yes, because the information that is important to the ongoing business of a
regulatory department, the police, or CSIS is protected under the act. That is why we find it
very difficult to understand why this agency is superior to all of the other agencies of
government that handle confidential and important information such that it should have a
special exemption.
Senator Angus: That was going to be my next question. It seems to flow from your written
material and from your statement that you believe that the powers that be could carry out their
intentions under this bill without clause 85.
Mr. Reid: Yes. As I say, they have been unable to advance a substantive argument as to why
clause 85 is vital to the functioning of this agency.
Senator Angus: Is there any other element in this bill that offends you in terms of your
mandate?
Mr. Reid: No, this is the only clause. I look upon this as part of a continuing attack.
Senator Angus: That is what worries me. I would rather hear you say that this specific bill is
highly offensive. As my colleague, Senator Oliver, indicated, it appears that the present
government is running roughshod over these main precepts of the privacy laws of the country.
I think, therefore, that my staff and I will look more deeply into that.
However, I refer specifically to this bill, which is receiving a fair amount of international
attention. We are told that it is urgent, that Canada is the last of 28 countries to do it, and that
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we had better hurry up and get this on the books. Now we find that that it is not quite accurate,
that Canada already has quite good teeth in its criminals laws, et cetera. If we enact this bill,
not only will we be one of 28 countries that have done something, but we will probably have
gone beyond what those other countries have done. We are waiting for a chart from officials
that will set out a comparison of all these elements, to see whether our government is asking us
to go way beyond what the other 27 countries have done.
Mr. Reid: I can assure you that I believe that all the other information that is collected under
other acts of Parliament is subject to the Access to Information Act.
Senator Angus: You have made that clear, and I was not fully aware of that. That includes the
CSIS legislation and our main criminal statutes, but conditionally, of course.
Mr. Reid: Yes, because there are exemptions.
Senator Angus: Yes, and you folks bring the balance to it.
In preparing for today and examining Bill C-22, have you had occasion to look at laws of this
nature in other countries to see whether they go beyond what you think is reasonable?
Mr. Reid: No, we have not.
Senator Angus: You cannot tell us that Canada will be more Draconian than other countries if
we enact this bill?
Mr. Reid: We cannot make that judgment.
Senator Kroft: Perhaps Mr. Reid's answer obviates the need for my question. However, I am
also interested in how we are doing compared with other countries.
Yesterday, we heard from a senior official from Belgium who had broad experience in the
organization of this kind of legislation internationally. He also said that he was a professor of
comparative law and would speak wearing that hat too.
When we asked him how this bill compared with laws internationally, he said that it was more
"protective," I believe was the word he used, and that it went further than other legislation he
had seen toward protecting the interests of citizens.
Senator Oliver: He did not say that. That is not accurate.
Senator Kroft: I think that if you check the transcript, you will find that he did.
Senator Oliver: He did not say that.
Senator Tkachuk: That is a nice spin.
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The Chairman: I think he did say that, but I will have to check the transcript.
Senator Kroft: I invite you to look at the transcript and see what your reaction is to see what
he said.
Senator Tkachuk: Belgium has always been a great example for us to follow and we should
get right on it.
Since it was our government that passed both the Privacy Act and the Access to Information
Act, we on our side feel a strong responsibility to protect that legislation. A number of issues
were raised by the Privacy Commissioner yesterday that caused us great concern. Of course,
you raise others today.
On page 3 of your brief you mention the black hole of secrecy that will be created if clause 85
is allowed to stand. You said that it could, for example, be a basis for refusal to disclose audits
of the effectiveness of the centre's operation.
Could you expand on that? To what audits do you refer?
Mr. Reid: Generally speaking, one of the management tools we have seen develop over the
last few years is an audit of programs to ensure that delivery is proper, that you have the right
resources, and that the administration is up to scratch. These audits are, according Treasury
Board, to be posted on a Web site, and the draft audits have been accessible for some time
under Access to Information legislation. With the kind of exemption contained in this bill, it
could be legitimately argued that those audits will no longer available, only a report on the
administration of the program.
Senator Tkachuk: I believe this bill provides for one parliamentary review in five years, and
then Parliament never reviews it again unless the government passes another bill or amends
the act. Are you saying that audits will not necessarily be done, or that they will not be
revealed?
Mr. Reid: I cannot say whether they would be done, but if they were, they would not have to
be revealed according to this clause.
Senator Tkachuk: If someone asks for information about an issue in a department that is
being dealt with in this centre, can that be used as an excuse not to give access to the
information? They will be getting information from tens of thousands of people across
Canada.
Mr. Reid: If the department controls the information, under this bill, it cannot come out. Also,
if that information is in the hands of someone else because it is owned by this department, it
will not come out. It would probably also be protected under the Access to Information Act,
but in this case, because it is taken out of the act, it is an absolute prohibition.
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Senator Poulin: Do you not believe, Mr. Reid, that there is a fundamental difference between
this centre, CSIS, and the RCMP in terms of the fragility of information that could be accessed
through the bill?
Mr. Reid: In a hierarchy, I would say that CSIS has by far the most sensitive and wideranging information, with the RCMP ranking second and this agency third. It does have
significant privacy implications. However, the Privacy Act protects much of that information.
I do not see a particular conflict between the Access to Information Act and this agency,
because we have had plenty of opportunity over the last 17 years to work out these differences,
difficulties, and problems with the agencies that have sensitive and important information.
This is the new boy on the block, and it would fit into the already existing practices.
Senator Angus: Did you say that CSIS was first on the spectrum of sensitivity?
Mr. Reid: Yes.
The Chairman: Thank you very much, gentlemen. We appreciate your being here.
I call the next group of witnesses from the Canadian Bar Association. I would like to welcome
Ms Tamra L. Thomson and Mr. Greg DelBigio.
Ms Tamra L. Thomson, Director, Legislation and Law Reform, Canadian Bar
Association: Mr. Chairman, the Canadian Bar Association is pleased to be able to present its
commentary on Bill C-22 today. The Canadian Bar Association is a national association,
representing over 36,000 lawyers in all aspects of practice in all areas of the country.
Amongst our primary objectives are improvement in the law, and improvement in the
administration of justice. It is from that optic that we make our views known today.
You have received a copy of our submission, as well as a covering letter that addresses some
amendments that were made in the other place after we had made our submissions to that
committee.
I will ask Mr. DelBigio to address the substance of our concerns with this bill. Mr. DelBigio is
a member of the criminal justice section and past Chair of the Vancouver group in that section
of the CBA.
Mr. Greg DelBigio, Canadian Bar Association: The Canadian Bar Association expresses
two general concerns in its final submission on this bill.
We are concerned about the way in which this bill might interfere with legitimate business
activity. I will not dwell upon that today, as it is set out in our submission.
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More important, the CBA is concerned about the way in which this bill will interfere with the
lawyer-client relationship, in particular, with respect to privilege and confidentiality, which are
both essential to that relationship.
As some of you may know, privilege and confidentiality are related but distinct concepts. Both
protect information that lawyers receive from clients.
Confidentiality is of course an ethical duty. It is a duty that prohibits lawyers from disclosing
information received in their professional capacity to others.
Privilege is a narrower concept. Privilege belongs to the client. Once again, however, the
lawyer is prohibited from disclosing that kind of information.
It is the position of the Canadian Bar Association that this bill undermines and erodes the
lawyer-client relationship, which is different from any other existing professional relationship.
That difference is recognized in law. It is a difference that must be maintained, and that is
threatened by this bill.
It is the position of the CBA that there is little doubt that the objectives of this bill are the
deterrence of crime and the enforcement of criminal law, and perhaps in particular, the
deterrence of organized crime as it relates to money laundering. When considering the bill, it
is important to bear in mind existing law, in particular, Part XII.2 of the Criminal Code. That
is the existing money laundering legislation, which provides a very comprehensive scheme,
including offence-, search-, and forfeiture-related provisions. There are also special provisions
within the Criminal Code dealing with organized crime -- for example, the wire tap and
penalty provisions.
I say this to illustrate that the topics that are covered by the bill already exist within the
Criminal Code in many respects. Is Bill C-20 as it pertains specifically to lawyers necessary?
Is there a current void within the Criminal Code that needs to be filled? It is the position of the
Canadian Bar Association that the answer to those questions is a simply stated no.
The existing laws deal effectively with money laundering and organized crime. Even if it is
necessary for the bill to become law, it is not necessary for lawyers to be included as they now
are.
The bill will require that lawyers fundamentally alter their relationship with their clients. In
some instances, it will require that information be passed from the lawyer to the agency, and
that that passage of information be kept secret from the client.
Uncertainty about the meaning of the term "suspicious" might lead to over-reporting. In other
words, in the face of that uncertainty, it might well be that lawyers will err on the side of
reporting rather than not reporting. More information may be collected than is absolutely
necessary.
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I am fully aware of the privilege protection contained in the bill, but again, it is different from
confidentiality. That does not protect confidentiality in any way.
We have very specific concerns about the compliance measures and the ability to enter to law
offices to search for and collect information. There is a similar provision in section 488.1 of
the Criminal Code, which deals with the search of law offices. That has come under
constitutional attack in Alberta, British Columbia, and Ontario. In all but one case, section
488.1 has been found to be unconstitutional.
That is because it does not adequately protect the privilege, which belongs to the client. In
many respects, the provisions within the bill match, or mirror, section 488.1. The Canadian
Bar Association is concerned that, for reasons very similar those already found by the courts,
privilege is not protected. Privilege can be lost through inaction on the part of a lawyer and
that then destroys the client's interest.
Senator Kelleher: I am not sure that I have everything completely straight and I want to
confirm a few things with you. As I understand it, after the initial information has been given
to the centre and they decide that further research is required, the centre can, under clause 62
of this bill, go to the lawyer's office and demand to see records and information that are stored
on computers, et cetera. Then, as I understand it, under clause 64(2), the lawyer has the right to
claim solicitor-client privilege with respect to those documents. That does not help much
because it gives that lawyer the right to have the documents sealed. Then, under clause 64(4),
the lawyer has the right, within 14 days I believe, to go to court at his client's expense to try to
prove solicitor-client privilege. In other words, I sense that the onus has been shifted. If I want
to claim solicitor-client privilege, then I have to go to court and bear the expense of proving it.
Is that correct?
Mr. DelBigio: That is correct, and that is the precise concern -- inaction on the part of the
lawyer will result in the loss of privilege. Once again, the privilege belongs to the client, not
the lawyer. Inaction, either by failing to claim privilege at the outset, or through failure to act
within the 14 days, will result in the loss of privilege. That is precisely why the courts found
section 488 of the Criminal Code, in relation to the search of law offices, to be a failure.
Senator Kelleher: What have common law jurisdictions similar to Canada's, such as Britain
and the United States, done about this problem? Have their lawyers, under similar legislation - and we are the last to enact such legislation -- had the same problem of losing solicitor-client
privilege?
Mr. DelBigio: I am afraid I cannot give you a comprehensive answer to that question, senator.
I can only give you a partial one. First, it is important to keep in mind the demands of Canada's
Constitution. That distinguishes Canada from Britain and from the United States. My
understanding, and I stand to be corrected, is that in the United States, different states have
different protections against the search of law offices.
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Senator Kelleher: I think it is fair to say, from what I understand, that the government is
somewhat anxious to have this legislation passed before we adjourn for the summer, if at all
possible. The senate regularly encounters that at this time of year.
Would it be possible for the Canadian Bar Association to do a little research on this and get
back to us around the first of next week? Let us know how Britain and the United States have
handled this question. Obviously, their legislation has been in effect for a number of years.
Why should we "reinvent the wheel," so to speak? This must have been a problem for them,
and somehow they have dealt with it. They are quite law-abiding countries and it might be
helpful to see what they have done.
Mr. DelBigio: We will attempt to put together some information for you, although a
comprehensive legal brief of comparative law might not be possible within a week.
Senator Kroft: This is a direct follow-up to Senator Kelleher's question on the issue of where
the burden of responsibility to establish the privilege lies. Can you tell us how the current
proposal compares with what exists now under our Income Tax Act?
Mr. DelBigio: I am afraid that I cannot give you an immediate answer on that.
Senator Kroft: I should tell you that my understanding is that the proposal is the same as
what is currently the practice under the Income Tax Act. I would like to know if I am correct.
Senator Kelleher: From my knowledge, you are probably correct. However, I think the
difference, if I may suggest, is that under the Income Tax Act, a person supplies the
information himself when filing his tax return. Therefore, he must bear some responsibility for
his own acts. In this particular case, we have third parties.
Senator Kroft: I am talking about the narrow issue of privilege.
Senator Kelleher: I think you are correct, Senator Kroft.
Mr. DelBigio: It is important to recognize that there is a distinction drawn within the Income
Tax Act between audits and special investigations. Special investigations are more akin to a
criminal prosecution. The objectives of the bill are very much criminal rather than regulatory.
The special investigation is to deter and detect criminal activity, in particular, organized crime.
In considering the safeguards that are necessary, it is important to have regard for that
background and those objectives.
Senator Furey: My question concerns the mass of information that will be gathered on private
citizens who will ultimately be found innocent of any criminal behaviour. The way that the bill
is set up now, there is no mechanism for notifying any of those people that they were ever
under investigation. Has the Canadian Bar Association taken a position on this?
Mr. DelBigio: We have not addressed that specifically. There is a concern about the collection
of information and about its subsequent use. There is a concern about information that is
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collected in private, although the Canadian Bar Association has not specifically addressed that
in the submission.
Senator Furey: Do you feel that ordinary Canadian citizens who have done no wrong, and
have been investigated, have a right to know that?
Mr. DelBigio: We are sensitive to the needs of the police to sometimes conduct investigations
without the target of the investigation being aware of it. However, the greater concern of the
Canadian Bar Association is, again, the risk of reporting much too much information to the
agency because lawyers are protecting themselves in the face of uncertainty. The lawyer could
potentially wash his or her hands by saying, "I have done my job, now let the agency treat the
information as they see fit."
Senator Furey: At what point do you think that the poor citizens who do not know that they
are under investigation should be informed in order that they can seek legal counsel?
No matter what this called, whatever euphemisms are used, a criminal investigation is being
conducted.
Mr. DelBigio: Yes, as it now exists, and certainly with the section on exception of obstructing
a criminal investigation. Currently, if a lawyer becomes aware that a client is the target of a
criminal investigation, there is nothing that would prohibit that information regarding
obstruction of justice laws from being disclosed.
Senator Furey: We are hearing a lot on that topic these days. T
Senator Oliver: Is it the position of the Canadian Bar Association that some provisions of this
bill are ultra vires? To refresh your memory, you state in your brief:
Bill C-22 imposes significantly intrusive regulation upon businesses, financial institutions and
professionals, including the legal profession, to the extent that we believe it may be ultra vires
of Parliament.
Is that your position today?
Mr. DelBigio: Yes, it is.
Senator Oliver: What, if anything, are you recommending be done about the ultra vires nature
of this bill?
Mr. DelBigio: It is our position that a bill like this inextricably combines business interests
with criminal investigations. That separation needs to be made. The bill cannot purport to both
regulate business and business interests and conduct criminal investigations at the same time.
Senator Oliver: You referred to clause 11 of the bill. I have asked a number of witnesses
about the language of that clause regarding solicitor-client privilege. It states:
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Nothing in this Part requires a legal counsel to disclose any communication that is subject to
solicitor-client privilege.
The word "communication" is key. To me that word does not mean activity; it does not mean
transaction, such as in subclause 9(1), nor does it mean confidentiality, as you have stated.
What could we do to strengthen clause 11 to afford the protections that the Canadian Bar
Association feels need to be extended? I am thinking about what language we could use to
strengthen clause 11 of this bill to overcome the weaknesses of the word "communication".
Mr. DelBigio: We would prefer not to have such a limited remedy. Our first position is that
lawyers should be exempt from the bill. Second, if that is not done, privileged information
should extend beyond mere communication and should include transactions. Third,
recognition should be given to the importance of the ethical duty of confidentiality. Fourth,
intrusion into law offices should take place only with a warrant, and only in a way that
properly protects privilege and confidentiality. That might be done through mandatory
provisions that give notice to third parties, the clients.
Part XII.2 of the Criminal Code provides for third-party notice. That concept is not foreign to
existing criminal law.
Senator Oliver: Do you have wording or draft amendments to give effect to the suggestions
that you have just made to assist us in our deliberations?
Mr. DelBigio: We do not have them now, but we would be happy to provide them.
Senator Oliver: My final question relates to what some people have referred to as the low
thresholds for disclosure, the $10,000 figure. You are a criminal lawyer. There is certainly
much confidentiality involved in routine commercial transactions conducted by corporate
lawyers, for example, in a new public issue. Many things have to be kept confidential for a
time before they become public.
Are you concerned about the low threshold in this bill? Do you think that that will inhibit
activities that come to lawyers' offices on a routine and regular basis?
Mr. DelBigio: We are very much concerned with the low threshold. The threshold could best
be determined through consultation with people who are engaged in commercial transactions.
Ten thousand dollars would seem to capture far too many transactions.
Senator Angus: On the issue of constitutionality, Mr. DelBigio, you indicated that section
488.1 of the Criminal Code is essentially identical to the provisions in this draft legislation?
Mr. DelBigio: It is not identical, but it is very similar.
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Senator Angus: I believe you quoted some jurisprudence to the effect that section 488.1 has
already been held by certain courts in Canada to be ultra vires, as breaching the fundamental
rights of solicitor-client privilege and the ethical standards of confidentiality. Is that correct?
Mr. DelBigio: That is correct.
Senator Angus: In your knowledge as a practitioner, have there been any further attempts by
enforcement agencies to rely on section 488.1 since those decisions were rendered by the
courts?
Mr. DelBigio: I cannot answer that question with certainty, senator. To my knowledge,
limited as it might be, no law office searches have been conducted since it was struck down.
Senator Angus: Since some courts have effectively struck it down, it is a very fine precedent
upon which to rely. Despite your excellent testimony, if the government decides to go forward
with this bill as drafted, in your view, one could raise the court decision as a defence. A lawyer
who was searched, or was asked to comply with the provisions of this proposed legislation,
could say, "Sorry, it is unconstitutional and to heck with you," right? Is that your position?
Mr. DelBigio: Yes, that is our position. This would fail for the same reasons that section 488.1
of the Criminal Code failed. It is my understanding that in the Alberta case, which is called
Lavallee, leave is being sought to go to the Supreme Court of Canada. Leave applications have
been filed.
Senator Angus: When you supply us with this other information for which we asked, in
particular the proposed amendments that you feel would do the trick, can you give us these
citations? The citation on the case where they are seeking leave to go to the Supreme Court
would be helpful.
I understand that whereas there may be other elements of the bill that would be of interest, and
maybe not pleasing elements, to the Canadian Bar Association, you are here today only on the
point of privilege?
Mr. DelBigio: Our main concern is that of privilege.
Senator Oliver: Does that include confidentiality?
Mr. DelBigio: That is correct.
Senator Angus: Do they go together?
Mr. DelBigio: We have broader concerns. We are very much concerned with the easy flow of
information to the agency and then to law enforcement. Although there is a provision that
states that the agency operates at arm's-length from law enforcement agencies, in fact the
wording permits a very large and easy flow of information. As it applies to lawyers, it means
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that it is potentially very quickly out of the law office into the agency, and into the hands of
the RCMP or other appropriate law enforcement.
Senator Angus: Perhaps the information would reach law enforcement agencies in
Switzerland, or somewhere else?
Mr. DelBigio: Yes, that is exactly it.
Senator Angus: In any event, I think that you have made your point well, and certainly the
Canadian Bar Association does an excellent job of monitoring the bill and bringing these
potentially unconstitutional provisions to the attention of Parliament before they become law. I
think that is great, and I am sure we will take what you have said into account.
May I ask you another question? I detected a sensitivity in your evidence to the need of the
"state" to have certain special powers to combat the evils of organized crime, both
domestically and internationally. From that, I gathered that perhaps the general spirit of the bill
is not anathema to the CBA. Is that right?
Mr. DelBigio: There is no doubt that money laundering and organized crime exist. There is
also no doubt that law enforcement would be more effective with a police officer on every
corner, with powers that would permit every police officer to search every person's automobile
without warrant or reasonable grounds. That is going to make for more effective law
enforcement. Additionally, compelling law offices to disclose information will make for
potentially more effective law enforcement.
The first question is, is it necessary? The second question is, is it constitutionally acceptable?
The Canadian Bar Association says that the intent and objectives of the bill will not be
undermined if lawyers are exempt, and in any event, it is not permissible to include lawyers.
Senator Angus: You have presaged the second question. The first question was, is it legal and
is it constitutional? You say no. I was going to ask you if it is it necessary to have this illegal
provision to make the bill effective. You said no to that as well.
Mr. DelBigio: Yes.
Senator Angus: That seems to cover the waterfront. Thank you very much.
Mr. DelBigio: In the litigation that has occurred, the law societies of Alberta, British
Columbia, and Ontario in a Court of Appeal case that will be proceeding, have intervened and
have agreed that section 488.1 is unconstitutional.
Ms Thomson: Just to note, please, that the citations for all of the cases that we have
mentioned in our oral presentation today are found in our submission. For the Lavallee
decision, in particular, the citation is at page 5 of the English brief and page 6 of the French
brief.
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Senator Tkachuk: When the department officials came before us, they left the impression
that we were far behind the rest of the world in attending to the problems of money laundering,
but in reality we have had laws to that effect for quite some time, actually even before
Belgium had them. I was shocked. They said yesterday that laws against money laundering
were passed in 1990, and before that there were none, but in reality we have had quite
effective laws, as you stated.
To help me understand the philosophy behind this bill, I will be more specific. Presently, if a
lawyer has a client who is participating in an illegal act, he has the responsibility to report that,
does he not?
Mr. DelBigio: There is certainly a responsibility to not participate in that act. I would say
there is disagreement as to when it becomes mandatory to report an illegal act. Some say that
the mandatory reporting of an illegal act occurs when there is an imminent threat of bodily
harm. Smith v. Jones in the Supreme Court of Canada discussed these issues. It might not be
necessary to report the theft of a chocolate bar, but it would certainly be necessary to report a
contemplated murder.
Senator Tkachuk: If a financial institution believes that someone is acting illegally, do they
not presently have an obligation to report it? In other words, I believe the law now provides
that if someone brings in over $10,000 in cash, financial institutions must report that for
government records, but I am not sure to whom it should be reported.
Mr. DelBigio: Yes. There is a record-keeping scheme now in place. Indeed, I understand
financial institutions are vigilant in knowing their customers and not participating in financial
transactions that they regard as not in keeping with the standards of their institution.
The Chairman: Could you clarify that, please? Is that not a voluntary reporting system?
Mr. DelBigio: Is it voluntary?
The Chairman: Yes.
Mr. DelBigio: There is a scheme in place such that transactions in excess of $10,000 must be
reported. That is my understanding.
The Chairman: I do not think so, but please proceed.
Senator Tkachuk: If a bank, financial institution, law office, or accounting office is caught
participating in money laundering, they are also liable to prosecution under the present
legislation?
Mr. DelBigio: Absolutely. The current definition of money laundering in the Criminal Code is
very broad and will capture all kinds of transactions in which lawyers, accountants and banks
might engage. There is already a scheme under which certain persons engaged in certain
financial transactions can be prosecuted.
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Senator Tkachuk: Therefore, this bill is not so much to make laws for the prosecution of
criminals who are taking part in money laundering, because we already have laws that
encompass everyone -- if you get involved in such an activity, you run the risk of being
arrested and charged. Actually, the bill is for the purpose of allowing them to know all of your
business so that they can make a decision, rather than you making the decision. Is that not
really what they seem to be doing in this bill?
Mr. DelBigio: It is a much easier means of collecting a great deal of data upon which a
prosecution might follow.
The Chairman: Our last witnesses today are from the Canadian Institute of Chartered
Accountants. Welcome, gentlemen.
Mr. Ian Murray, Chairman, Advisory Group on Anti-Money Laundering Legislation,
Canadian Institute of Chartered Accountants: Mr. Chairman, on behalf of the Canadian
Institute of Chartered Accountants, we would like to thank you for allowing us to be here
today to provide comments on the government's bill to combat money laundering.
I am a partner in the firm of KPMG and I chair the advisory group established by the CICA to
examine this bill. With me today is Simon Chester, who is legal counsel to the CICA.
The CICA submitted a brief to the Department of Finance in February that commented on the
government's consultation paper that preceded Bill C-22. As the basis for that submission, the
CICA drew on the work of an advisory group that reviewed the consultation paper along with
the draft legislation and regulations. Our brief broadly supported the bill, but we believed, and
still believe, that it would benefit from some changes.
Our submission dealt with five areas that we want to focus on today -- narrowing the scope of
the bill; defining "suspicious transaction"; avoiding the duplication of reporting requirements;
restricting powers of access to records; and broadening available defences and safeguards.
I will speak first to the scope of bill. I would like to repeat at the outset that the CICA supports
the government's bill and its focus on financial intermediaries. We recognize the importance of
having an effective international regime to outlaw money laundering. We believe that financial
intermediaries who have direct involvement in financial transactions should take primary
responsibility for reporting suspicious transactions.
We accept that when a chartered accountant acts as a financial intermediary, he or she should
have the same reporting responsibilities as other financial intermediaries. We understand that
the bill is only intended to apply to professionals such as CAs when they are directly involved
in a financial transaction -- for example, CAs who handle cash for clients or are in a general
management position in a company.
That focus is appropriate. Such CAs should know where they stand. However, focus also
means clarity, and clarity implies limits.
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We understand that the reporting requirements of the bill are not intended to apply to those
who are not directly involved in financial transactions within their companies -- for example,
internal auditors, strategic planners, tax accountants, and assistant managers. The reporting
requirements are not intended to apply to CAs acting in an advisory capacity -- essentially
those who act in a third party role providing services to clients -- such as auditors, forensic
accountants, management consultants, business evaluators, and tax advisers.
Notwithstanding this intention, we are concerned that the wording of the bill and the
government's agreed-upon regulations could be interpreted to suggest that the profession as a
whole could be subject to these provisions. Paragraph 5(i) provides for Part 1 of the bill to
apply to persons engaged in a business profession or activity described in the regulations.
An existing regulation, which we understand will be retained, indicates that the act applies to
"every person who is engaged in a business, profession or activity in the course of which cash
is received for payment or transfer to a third party." We are concerned that this wording is too
broad. It is not clear that the bill would apply just to those individuals who are directly
involved in such transactions. It could be interpreted to apply also to all individuals who
belong to a business or profession in which some individuals may engage in such transactions.
Our concern is exacerbated by wording contained in clause 7 of the bill that requires the
reporting by persons or entities of suspicious transactions that occur in the course of their
activities. We believe that this wording is so open-ended that it does not limit the reporting
requirement to professional accountants who are directly involved in financial transactions.
The net would extend far beyond that.
We are concerned that the broad wording of the existing regulation, taken together with clause
7, could be interpreted as applying the reporting requirements much more broadly to the
accounting profession as a whole.
Let me give a simple example. A forensic accountant is asked to assist a client in investigating
their involvement in potentially suspicious circumstances. Any forensic accountant would be
placed in a position of conflict between assisting the client and reporting to the centre, and
may have to decline the engagement. The client would be deprived of needed assistance. There
are many other situations where, in the absence of clarification, CAs could be drawn into the
web of reporting requirements.
We think that the needed clarification should fall within the bill itself. However, we recognize
the realities of the legislative timetable. If amendments are not possible, clarification should be
made by regulation.
In that regard, we note that the bill includes a provision under paragraph 5(j) allowing for
regulations to be made that limit the application of Part 1 to defined activities of businesses
and professions. We think that a regulation under that clause should contain the following
wording:
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Part 1 of the Act applies to every professional accountant, who, in the course of engaging in a
business or profession, receives cash for payment or transfer to a third party.
We believe that the focus, the intended subjects of the bill, should be determined by activity,
not status, and not by the nature or title of our profession, but by the activities in which we are
involved.
This change would make it clear that the bill will apply only to those directly involved in
financial transactions. In this regard, we note the assurance provided by senior officials of the
Department of Finance during the Finance Committee hearings on Bill C-22. Officials
clarified that it is the government's intention to ensure that the bill only applies to professionals
acting as financial intermediaries.
Officials also confirmed during those hearings that, "The regulations will indicate very clearly
that the reporting obligations will not apply to the auditing function of the accounting
profession."
We understand that officials are working on amendments in response to commitments made
during the hearings, and that further consultation with stakeholders is planned. However, we
do not know whether clarifications to the bill will be made.
We have not seen the amendments to date. We strongly reiterate the need to make changes that
clarify how our profession will fit within the requirements of this bill.
The definition of "suspicious transaction" is my next topic. Of significant concern is that
neither the bill nor the regulations contains a definition. The success of the mandatory
reporting regime will depend on the extent to which clear and unambiguous criteria can be
developed.
In the absence of this criteria, there will be overreaching and inconsistent reporting, because
all professionals will have to make an important judgment call on what they believe to be
suspicious. Although the reporting centre will develop guidelines to help identify appropriate
characteristics and circumstances, they will not have the force of law. We think clarity belongs
in the law, not in guidelines.
We recommend that the regulations contain a prescribed definition of suspicious transaction,
one that sets out clear criteria. As a clear, unambiguous definition of a suspicious transaction is
a tall order, it should be supported by examples and case studies to illustrate when reporting
something required and when it is not.
The Chairman: Excuse me, have you taken a crack at the definition?
Mr. Murray: We have not attempted to do that. However, we have indicated our willingness
to work with members of the department to assist in that process.
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The Chairman: I think all of us probably have some trouble with actually zeroing in on a
clear definition. I have tried to do it, but it is a little bit like beauty -- it is in the eye of the
beholder, which is, I guess, what "suspicious" means. Please let us know if you come up with
some bright ideas.
Mr. Murray: We will certainly be pleased to do that.
The Chairman: Thank you.
Mr. Murray: Should interim guidelines be put in place for any reason, they should ultimately
be included in the regulations so that they are subject to public scrutiny and input and have the
force of law.
Furthermore, we recommend that the effective date for commencement of reporting of
suspicious transactions be deferred until criteria have been established and examples
developed.
The third issue is duplication of reporting requirements. We are also concerned that the bill is
unclear about professionals such as CAs who may be working for entities specifically covered
under clause 5, and who are directly involved in financial transactions. On the one hand, such
CAs have a reporting role as an employee working in an entity covered by the proposed
legislation. On the other hand, they have a responsibility as professional accountants to report
suspicious transactions.
This is confusing, and would appear to be a duplication of the reporting requirement that
applies only to individuals who happen to be both employees of such entities and professional
accountants.
Should such an individual report to their supervisor, they are protected by subclause 75(2)
from punishment as an employee. However, they could still be open to punishment for failing
to report to the centre as a professional accountant. We believe that the protections afforded
the employee should clearly apply to protect the CA -- the same person -- in such situations.
The fourth issue is restricting the powers of access. The compliance measures in clauses 62 to
65 allow an authorized official from the reporting centre to examine the records and inquire
into the business and affairs of any person or entity referred to in clause 5 for the purpose of
ensuring compliance. We are concerned that even if Part 1 is amended to restrict its scope to
financial intermediaries, these provisions appear to be very broad powers allowing access to
all records -- not just those relating to financial intermediation activities -- without a warrant.
We therefore recommend that the bill be clarified to restrict the powers of access to only those
records that relate to financial intermediation activities. We also think that such access should
be allowed only under authorization of a warrant.
Our last point is on defences and safeguards. We would like to make some comments about
the defences and protections available under Part 5 of the bill.
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Other jurisdictions include a defence for "reasonable excuse," for example, where the fear of
physical violence or other menaces make it unreasonable for someone to report or to refuse to
act for a client. There may be circumstances where third parties may be able to deduce the
source that gave rise to an investigation. While there may be certain defences under common
law similar to reasonable excuse, this defence is not available under the bill.
We are also concerned that the bill does not provide protection or remedies to those who lose
their jobs as a result of making a report in good faith. Furthermore, the bill is not clear as to
how to deal with situations where the bill conflicts with other legislation requiring
confidentiality, such as the Quebec Charter of Rights and Freedoms.
We recommend that a reasonable excuse defence be included in the bill, along with additional
protections for those who report.
Last, we recommend that the bill be amended to deal with situations where the bill conflicts
with other statutes requiring confidentiality.
In closing, let me stress again that we support the intent of this bill when applied to those who
are directly involved in financial intermediary transactions. However, we believe that the
wording of the bill lacks clarity in prescribing who within the CA profession must report. We
believe this is a significant problem, and strongly encourage you to clarify the activities to
which the bill would apply for the CA profession.
We also strongly urge to you include a clear, unambiguous definition of suspicious transaction
in the bill so that those with the obligation to report apply consistent criteria.
We would be pleased to answer any questions.
Senator Fitzpatrick: I want to follow up on the chairman's remarks regarding the definition
of suspicious transaction. The CICA indicated that they would be happy to advise or consult
with the department. If I may, Mr. Chairman, it might be helpful if you could provide a list of
guidelines. Presumably, with your experience, you would have some idea of cases or situations
that would be of a suspicious nature.
I believe, Mr. Chairman, that prior to the drafting of the regulations, it would be helpful to
have a submission, should they be prepared to do that.
Mr. Murray: We are pleased to try to do that. I think the department has clearly gathered
some examples of what other jurisdictions are doing and so have developed some best
practices, which is not easy to do. Nevertheless, they have started that process. The best
process, I suggest, would be to collaborate with them in that regard so as not to duplicate
efforts.
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Senator Fitzpatrick: Well, we are a bit like you, I guess. We have not seen any of that so far.
We either get a list from you or a list from the department. In that way, we know what we are
looking at.
Mr. Murray: If we could get something from the department to start the ball rolling, we
would be happy to look at that and provide guidance on it.
Senator Angus: The words, "We are sensitive to the legislative timetable" seem to me to have
no place in your submission. I would rather that you tell us what, in your opinion, is the best
thing to do to fix this bill. In other words, are you saying, "Could you do some regulations, "
for the lack of anything better?
At the beginning of these hearings, our chairman was heard to say that there are too many
regulations and it is very difficult to supervise them. These regulations arrive and then they are
a fait accompli. There is almost a lack of accountability in the process. I wonder how much of
a compromise that is. Do you feel strongly enough about the excellent points that you have
made that you would like to see this bill amended in substance?
Mr. Murray: I think that we would like to see -- and I will let Mr. Chester comment as well -the narrowness of the scope addressed. We understand that it is being addressed, although we
have not seen the wording. The definition of "suspicious transaction" is the other major issue,
and we would have a concern if the proposed legislation and regulations went forward without
attempting to provide some clarity on that issue. That could result in widespread confusion. If
the bill is to be successful, it must come up with some clarity on the definition of suspicious
transaction. We acknowledge that it is very difficult, but we think there should be some
guidance on this issue in the proposed legislation or regulations.
Mr. Simon Chester, Legal Counsel, Canadian Institute of Chartered Accountants: Could
we have participated willingly and openly with the department in discussing these matters over
some months? It was a couple of months ago that we were testifying before the House of
Commons Finance Committee, and there seemed to be agreement from the officials who were
testifying at that time that it was not their intention that the bill be applied so broadly and that
there would be amendments. When we stated that we were sensitive to the realities of the
legislative timetable, we were simply reflecting statements made by ministerial officials and
others that Canada has an obligation, under the international regime, to come forward.
Essentially, we would redefine the policy, and if that was not possible within the bill itself,
then it would necessarily be done in the regulations. We would have been comforted if we had
seen some wording at this point.
Obviously, we have the commitments made in testimony before the House Finance Committee
and we are comfortable in relying on those. At the end of the day, could this bill be improved?
Yes, we believe it could. Could it be clearer? Yes. If we are given a choice between
clarification, and regulations with no clarification at all, we will go for that, but our preference
would clearly be for the bill itself to be clarified.
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Senator Angus: Mr. Murray, we understand you to be with KPMG, which is a large,
international accounting firm. My question is in the context of Mr. Chester's interpretation of
what the officials said, that Canada has a commitment to 27 other countries, with which it is
working cooperatively to fight organized crime, to do something along the lines of this bill. As
a professional CA at KPMG, have you checked back through your network to see which other
countries in fact have brought in such provisions that would so impact on your profession?
Mr. Murray: Yes, we helped on that. For example, the U.K. does have similar legislation,
although it is our understanding that it is not quite as broad as what is proposed here. That
legislation has been in place for a couple of years now. One of the challenges in the U.K. is the
definition of suspicious transaction. It is an evolving situation and they are trying to come up
with a better definition as they go along, based on experience. That is one example of a
jurisdiction with similar legislation in place.
Senator Angus: However, it is not as far-reaching.
Mr. Murray: I do not think that it is. I am not sure that I can quote specifically, but it is more
restricted to certain illegal activities such as drug trafficking, et cetera. It is not quite as broad,
but it does have a similar reporting requirement.
Senator Angus: What about in the U.S.?
Mr. Murray: My understanding is that they do not have similar legislation in place at this
time.
Mr. Chester: They have other comprehensive legislation dealing with money laundering that
gives their federal authorities some of the tools that this agency would have under this bill.
However, there is nothing exactly comparable.
Senator Angus: We have all been coming at it from different angles to try to find out just how
far behind Canada really is -- how late we are coming to the party -- in a cooperative effort to
combat this kind of organized crime, particularly drug dealing. You are here today as
representatives of the CICA, so I would like you to take my question in the context of how the
bill impacts your profession. Based on your own knowledge and research, to what extent does
this seem to represent the most onerous provisions that you have seen, or does it?
Mr. Chester: We have not done an exhaustive comparative review. I can say that the
circumstances under which chartered accountants act as financial intermediaries is relatively
small. There will be situations, for example, when an accountant is acting as a trustee in
bankruptcy or in a management capacity within a corporation, when they would be actively
involved in financial transactions -- I am not qualifying them as suspicious or otherwise. The
vast majority of the activities of the CA profession, whether that be auditing, providing tax or
strategic advice, forensic accounting, or consulting, are nowhere near suspicious
circumstances involving reportable transactions. We felt that it was important to clarify that
this bill properly impacts upon the CA profession when people are acting as financial
intermediaries.
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Senator Angus: Those are financial intermediaries who actually handle the money?
Mr. Chester: If those people are playing an active role, absolutely they should be reporting.
Senator Angus: Could you give me examples of some circumstances where they would be
handling the cash?
Mr. Murray: Yes. Our insolvency practitioners, for example, would be handling trust funds.
They would be authorizing the release of funds, receiving and disbursing funds. That is one
example within the profession.
Senator Angus: I believe I saw you at the back of the room when the people from the
Canadian Bar Association were here. They were commenting earlier. One of the concerns that
they expressed was about a sizeable law firm. You folks are now getting into this multidisciplinary world, I am told. I read that in The Globe and Mail.
Mr. Chester: I am a partner in the firm of McMillan Binch. I am in that situation.
Senator Angus: You know what I am talking about then.
Mr. Chester: Yes.
Senator Angus: Let us take the example of Ernst & Young, which is a major member of the
CICA. They have some 2,900 lawyers worldwide at the present time. I think some of the
things that our friends from the Canadian Bar Association said would apply to an accounting
firm involved in multi-disciplinary activities.
You could be wearing the two hats. Do you folks feel the same way as the lawyers? If the
authorities knocked on the door and demanded all the documents, would you feel constrained
at that point to say that it is unconstitutional and buzz off?
Mr. Chester: Let me make two comments. If a lawyer is practising within the framework of a
multi-disciplinary partnership, that lawyer will be subject to the professional and legal
obligations attached to that profession. There will be other people working within the
organization who have other professional and legal obligations. I think it is clear that the
Canadian Bar Association represents those lawyers and would have some of the same
concerns.
From an accounting perspective, it is clear that the accounting rules, generally accepted
accounting principles, our code of professional conduct, and the laws involving accountants
would apply to those accountants within the firms.
Senator Angus: It becomes known as "the firm." All of these firms have administrative staff,
a switchboard operator, and a reception area. Those people are not equipped to know which
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section should be involved. If one were faced with the men in the black hats with the bag,
coming for the papers, it would be hard to direct them.
Mr. Chester: One of the points that we made in our belief was that when the men or women
in the black hats arrive, they should be looking through the records related to those particular
suspicious transactions. They do not have carte blanche to look through the entire records of a
particular KPMG office, or even broader than that.
Senator Tkachuk: Are you saying that they will have that power under this bill?
Mr. Chester: They could have that power. The bill does not define what the records are.
Clause 60 talks about records. It does not talk about appropriate or relevant records. It simply
talks about records of the firm. We think that sort of clarity would be important to bring to the
bill, so that if the people in black hats arrive, they do not have a warrant to conduct a fishing
expedition.
Indeed, one of the problems we have is that they do have a warrant. They should be looking
specifically for the information that is relevant to their particular inquiry and respecting the
professional confidentiality that attaches to all other records within the organization or entity.
Senator Angus: The lawyers said, "Here is our shopping list. The bill is unconstitutional, so
take out these provisions, and furthermore, just to have clarity, exempt lawyers from its
application." I heard you say at some point that the accountants are properly included. You are
not seeking the same exemption as the lawyers. That is why I have this impression that with
both accountants and lawyers in the same firm, it could be confusing when deciding who must
report.
You can see my point. It serves to highlight the very difficult elements and almost frightening
aspects of this bill. It points to the complex position that professionals -- lawyers, accountants,
or other professionals -- could be in.
Mr. Murray: There is a difference between the lawyers and us in the sense that their rules of
professional conduct do emphasize confidentiality of information with their clients. However,
in the event that there is a legal requirement to do something, then that requirement prevails.
We have that embodied in our rules of professional conduct already. We do not have any
choice. The lawyers do have a different issue, of course.
Senator Poulin: I believe I heard you say that you are definitely supporting this bill because it
is important that Canada not only be perceived as not facilitating money laundering, but also
have the tools to prevent any such activities.
I am coming at it from the point of view of a non-lawyer and a non-accountant. I am coming at
it from the viewpoint of a former deputy minister who had the responsibility at one time to
implement a new agency. I am looking at this bill as enabling a new agency.
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I find that I am looking for, and seeing, opportunities for review, and also for ensuring that the
proper regulations are developed as the new agency is set up.
Legislative drafters in this country have a tradition of using language that is more open than
closed. Therefore, time is taken after the agency is set up to define different terms, powers and
responsibilities through regulation.
Mr. Chester, you said changes could be made either through amendments or through
regulation, and you made suggestions. Am I correct in saying that your concerns could be met
through appropriate regulation?
Mr. Chester: We have said that we regard the regulations as very important because they
provide the context within which the agency will work. They also provide guidance to all
professionals, and all those who are subject to the bill, to give them a sense of what falls
within the rules and what does not.
We think that it is important that that guidance should be embodied not merely in regulations,
but in handbooks and examples. All those things should be presented in an unambiguous way.
One problem that I have with the open texture of this bill is that I am not sure how I am
supposed to interpret it. As prudent professionals, we would give it the benefit of the doubt.
However, I refer you to clause 7, which states: "reasonable grounds to suspect that the
transaction is related to the commission of a money laundering offence." Those are almost
words that would be addressed to a peace officer, not to a working accountant or a working
lawyer, or any other sort of working professional who is going to have to make very tough
judgment calls, if that is all they have to go by.
We believe that those professionals will do their jobs better, and that the regime will be better,
if we are all working from a common understanding of what is inside and what is outside the
bill.
The CICA would be happy to work with the department at any time in the development of
such an exercise, because we believe that it does require that sort of collaboration between the
policymakers and the people who are facing the problems on a day-to-day basis.
Senator Poulin: In other words, you are recommending that once the agency is set up,
enabled by this bill, the agency and the department make sure that they include your
association, as well as the bar association, in ensuring that the regulations cover all of these
concerns.
Mr. Chester: Any other relevant bodies should be included also.
Senator Tkachuk: Not being a lawyer, an accountant, or a bureaucrat, but a parliamentarian,
my job is to protect people from the intrusions of government and to ensure that their civil
liberties are not trampled on. I need clarification with respect to the scope on page 3. The
second paragraph states:
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An existing regulation -- which we understand will be retained in the new legislation -indicates the Act applies to...every person who is engaged in a business, profession or activity
in the course of which cash is received for payment or transfer to a third party.
To what act does that regulation apply now?
Mr. Murray: I believe that is the existing legislation relating to money laundering.
Senator Tkachuk: What is this regulation referring to exactly, a reporting mechanism?
Mr. Murray: There is a reporting mechanism and voluntary reporting of suspicious
transactions under the existing legislation. I assume it relates to both of those.
Senator Tkachuk: Presently, the suspicious part applies to every person who is engaged in
business. It is voluntary now, but this bill would make it mandatory to recognize and report the
suspicious transaction -- in other words, you would be legislating a person who knows of a
suspicious transaction?
Mr. Murray: Yes, you are mandating the reporting of a suspicious transaction.
Senator Tkachuk: Whereas before it was voluntary.
Mr. Murray: Right.
Mr. Chester: I am reading from Finance Canada's, "Proceeds of Crime Money Laundering
Regulations" consultation paper. On page 3, it indicates that that wording was taken from the
existing PCMLA and PCML regulations, so it is the current act and the regulations.
Senator Tkachuk: Obviously then, you have been involved in this previously. Is that right?
Mr. Chester: Yes.
Senator Tkachuk: Does "third party" refer to a company? Is a company a third party?
Mr. Chester: I think that a third party is any entity outside the express relationship between
the professional and the client.
Senator Tkachuk: It says, "engaged in a business, profession or activity." If a person gets
cash and deposits it in a company, is that considered a third party transaction? For example, if
I receive cash and I deposit it in a company, is that company a third party?
Mr. Murray: No. However, if a person is an employee of the company and deposits it in the
account of the company, that would also not be a third party transaction.
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Mr. Chester: If you give the money to your legal adviser or to your accountant for deposit
with another entity, then that would be a third party transaction.
Senator Furey: I was not certain of your comments on defences and safeguards. Are you
saying that clause 10 is not broad enough?
Mr. Murray: No.
Senator Furey: Is there something else you were getting at?
Mr. Murray: Simply that there is no defence for "reasonable excuse." If a person believes that
they might be physically threatened, there is no protection in the bill for such circumstances.
Senator Furey: There is no out for not reporting. Is that what you mean?
Mr. Murray: Yes.
Mr. Chester: The United Kingdom has such a reasonable excuse defence in its legislation.
Senator Kroft: I was interested when Senator Angus was taking you through a reference to
comparative legislation. I am not looking to you as experts in legislation, but I am curious
about your response when it came to the U.S. Do I understand that there is no comparable
American legislation? I may have misunderstood.
Mr. Murray: My understanding is that there is no comparable reporting mechanism in the
U.S.
Mr. Chester: I think I said that there are, scattered throughout the United States, code specific
obligations that relate to money laundering and reporting on money laundering, but there is
nothing that looks like this Canadian bill. There are individual elements for banks that are
parallel. Law enforcement authorities have individual tools, but there is nothing identical to
this. Therefore, it would not be possible to do a clause-by-clause comparison between U.S. law
and this bill, because the U.S. law comes from so many different places to the same
destination.
Senator Kroft: This is perhaps an unfair question. Can you comment on whether or not the
collective impact of those various pieces of legislation would have the same, greater, or less
affect than the proposed bill?
Mr. Chester: I think we would be happy to take that under advisement and get back to you.
One concern that I have is that I regard this as a work in progress -- legislation in embryo.
There will clearly have to be further developments to see how the agency will work, what sort
of guidelines are developed, and how the relationships between this entity and the existing law
enforcement authorities will work. At the end of the day, I believe it would be possible to do
such a comparison. However, at the present, there is an awful lot of open texture in this bill
and many elements that require further development. We understand that the Finance

Appendix A - Page 465

Commission of Inquiry into Money Laundering in British Columbia

Department is working on those and that there will be further announcements as the agency
comes fully into being.
Senator Kroft: To your knowledge, is there an agency in the American system where this
collection is carried out?
Mr. Chester: I have no such knowledge, but I will be happy to look into that.
Senator Kroft: We can look into that. I was wondering what information you have at hand as
you approach this. If you are comparing it to something, I was wondering what that something
is.
Mr. Murray: For example, there is no requirement for colleagues in my firm in the U.S. to
report suspicious transactions. There is no such comparable reporting requirement for
colleagues in my firm in the U.S. as what is being proposed here.
Senator Kroft: Do you have any comment, Mr. Chester, from the legal profession? Is there a
comparable reporting obligation?
Mr. Chester: I do not believe so, but I would be happy to make inquiries. I have not, in my
travels in the United States, heard about lawyers having to make reports to the FBI or to any
other federal agency. In the United States, the attorney-client privilege is taken extremely
seriously, as it should be.
Senator Tkachuk: Do we have any departmental officials here who may be able to help us on
this question?
Senator Kroft: They would have to volunteer themselves if they had any such information.
Senator Tkachuk: They would not be hiding, would they?
Mr. Yvon Carriere, Senior Counsel, Transition Team, Financial Transactions and
Reports Analysis Centre of Canada, Department of Finance: I am senior counsel with the
transition team. I understand that there is an organization in the U.S. that is comparable in
many ways to the new agency that will be set up here. I understand that there is a requirement
to report a suspicious transaction in the U.S. This requirement applies to financial institutions,
banks, trust companies, and such. This requirement does not yet apply to lawyers in the U.S.
Senator Tkachuk: Does it apply to accountants and accounting firms?
Mr Carriere: I believe it does apply to accounting firms, but I am not absolutely certain of
that.
Senator Tkachuk: We were told at the beginning that we were so far behind the rest of the
world that we must catch up. Some information has questioned that.
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Senators, correct me if I am wrong, but were we not supposed to receive some kind of a chart
from the department explaining the process in other countries? Were we not told that we are
going to get that tomorrow? Good.
The Chairman: Thank you, gentlemen.
The committee adjourned.

June 14, 2000 [Standing Senate Committee on Banking, Trade and Commerce]
Senator E. Leo Kolber (Chairman) in the Chair.
[English]
The Chairman: Honourable senators, we are here to continue our hearings on Bill C-22.
Appearing before us today is Mr. Roy Cullen, Parliamentary Secretary to the Minister of
Finance, and a host of witnesses from the Department of Finance, the Canada Customs and
Revenue Agency, the Department of Justice, and the Office of the Solicitor General of
Canada.
Welcome, please proceed.
Mr. Roy Cullen, Parliamentary Secretary to the Minister of Finance: Mr. Chairman, I
appreciate the opportunity to speak to your committee today on Bill C-22, the proceeds of
crime or money laundering bill. I should like to use this opportunity, if I may, to highlight why
this bill is needed, the safeguards that are built into the bill to protect individual privacy, and
the importance of early passage of the bill. I should also like to respond to a number of
concerns that have been raised by witnesses before this committee and by members of this
committee.
Honourable senators, while there are different ways of estimating the magnitude of money
laundering, and it is difficult to do so with great precision, there is no doubt that it constitutes a
problem of staggering proportions. In Canada alone, it is estimated that between $5 billion and
$17 billion in criminal proceeds are laundered in and through Canada each and every year. The
IMF has estimated that it represents some 2 per cent to 5 per cent of global GDP.
Money laundering imposes significant social costs, fuelling further activity and perpetuating a
vicious cycle of crime. It can lead to the corruption of otherwise law-abiding citizens. It can
result in the distortion of business and financial activity by criminals.
When money is laundered through financial institutions, the reputation and even the integrity
of individual institutions can potentially be undermined. The current tools at our disposal no
longer suffice to detect and deter money laundering. It is clear that Canada now needs stronger
and more effective legislation than what we currently have on our books. This committee was
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informed of the limitations of the current voluntary reporting arrangements, the existing
statutes, and the traditional law enforcement methods of uncovering money laundering
activity.
Law enforcement agencies here and abroad and the Financial Action Task Force on Money
Laundering, the international body to which Canada belongs that sets standards for combating
money laundering and that monitors compliance, have called on Canada to make the reporting
of suspicious transactions and large cross-border movements of currency mandatory. Those
organizations have also called on Canada to establish a central anti-money laundering agency.
Our own law enforcement agencies here in Canada need and want this legislation to combat
money laundering.
While the details of various regimes differ, Canada is the only country in the Financial Action
Task Force that has not yet implemented some form of mandatory reporting of suspicious
transactions. The experience of other countries has demonstrated the benefits of financial
transaction reports to law enforcement efforts. It has also provided a variety of models that the
government was able to consider in preparing this legislation and in designing Canada's antimoney laundering centre.
[Translation]
As committee members have requested, I am pleased to present a table comparing the models
put in place by the G-7 and other countries. It shows that the model proposed in Bill C-22
contains several characteristics that are similar to models in other countries.
[English]
With respect to the benefits, officials and other witnesses have cited statistics demonstrating
the effectiveness of reporting schemes in other countries. Money laundering is a global
problem. International cooperation is essential to combat increasingly complex forms of
laundering. The prerequisite for cooperation is the implementation of common and effective
anti-money laundering controls. Failure to do so allows criminals to exploit the weak links in
the chain.
Honourable senators, Bill C-22 is the government's response to this need for stronger
legislation, but it does so while ensuring the protection of individual privacy. It is significant,
in my view, that the expert witness, Mr. Jean Spreutels from Belgium, noted before this
committee that, compared with legislation in other jurisdictions, Bill C-22 is most protective
of individual privacy.
[Translation]
We have been careful to ensure that the centre's structure as well as the legal framework in
which it operates will protect Canadians' privacy. Allow me to point out the following
protection measures.
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[English]
First, the reports required by this bill will be sent to an independent agency and not directly to
the police. Second, only if the centre has reasonable grounds to suspect that the information
would be relevant to an investigation or prosecution of a money laundering offence will
certain information be disclosed to the police. Third, the centre cannot disclose all its
information to the police, only designated information. Only key identifying information as
defined in the bill and regulations can be disclosed by the centre. Fourth, if the police want
additional information from the centre, they must request that the Attorney General obtain a
court order for disclosure, specifying the type of information or documents sought from the
centre. Fifth, there are severe penalties for unauthorized disclosure of information by the
centre's employees. Sixth, the centre is subject to the Privacy Act. That means that its
operations will, in effect, be subject to the oversight of the Privacy Commissioner. It also
means that individuals have rights under the Privacy Act in relation to the information that the
centre has about them.
With respect to the importance of early passage of the bill, police across Canada and
provincial and territorial governments have been asking for this legislation for several years.
Police see this initiative as a litmus test of the government's commitment to fighting organized
crime.
Promoting the implementation of international anti-money laundering standards and
cooperation is a high priority for G-7 countries and the Financial Action Task Force. The
Financial Action Task Force will be deciding next week whether to publish a list of countries
that failed to implement key anti-money laundering controls. Without this legislation before
you here today, senators, Canada clearly does not meet the standards that these countries are
being measured against. This is the single most important initiative undertaken by the
Financial Action Task Force of the G-7 in recent memory. Canada must shoulder its
international responsibilities and lend as much credibility to this initiative as it can.
I should also like to remind the honourable senators that Canada remains a non-compliant
member of the FATF, the Financial Action Task Force, having been publicly criticized in
1998. Canada will be reporting to the FATF next week on its progress in correcting the
deficiencies in its system. For these reasons, Mr. Chairman, there is a pressing need to have
this legislation passed before the Senate rises for the summer.
A number of witnesses and committee members have raised some legitimate concerns. We do
not believe that these concerns strike at the foundation of the bill, but we believe that they
must be addressed. Therefore, I should like to make a commitment to this committee that,
following passage of Bill C-22, legislation will be introduced, as soon as possible after
Parliament returns in the fall, to amend the bill to deal with the following four issues. These
issues and the government's commitment to address them by bringing forward amendments
are described in detail in a letter from the Secretary of State for International Financial
Institutions to the Chair of the committee, dated today. It is my understanding that that letter
may be tabled later. I will not go into the details of what is proposed in the letter. It is my
understanding that one of the senators will describe that in more detail later. I will describe the
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headings or the subject matters that the letter addresses: first, the ability of non-lawyers to
ensure that solicitor-client privilege is protected; second, the Privacy Commissioner's recourse
to the Federal Court; third, the scope of the designated information that can be released by the
centre; and fourth, the destruction of records by the centre.
Mr. Chairman, this committee has asked us to respond to three other issues, one of which is
the five-year review. Clause 72 of the bill states:
Within five years after this section comes into force, the administration and operation of this
Act shall be reviewed by the committee of Parliament...
I wish to confirm to you that the section leaves it to the Parliament, that is both the Senate and
the House of Commons, to establish the committee that will undertake the review of the
administration and operation of the act. Moreover, the clause further requires that:
...the committee shall submit a report to Parliament that includes a statement of any changes to
this Act...
With respect to regulations, the committee expressed concerns regarding the regulationmaking authority in this bill. I should like to remind honourable senators that clause 73 of the
bill requires a 90-day pre-publication period for regulations and an additional 30-day notice
period for any further changes to proposed regulations. These requirements go well beyond
what is set out in many federal statutes and they provide interested persons with ample
opportunity to be informed of the proposed regulations and to provide comments and critique
to the government on their content.
The committee believes that there would be added value in establishing a further mechanism
by which the committee would be informed on a yearly basis of regulations made pursuant to
the proposed legislation. We have given this matter careful consideration and believe that the
most effective means of providing this information to the committee would be to include it in
the annual report of the Financial Transactions and Reports Analysis Centre of Canada, which
is to be tabled by the Minister of Finance in each House of Parliament. That would ensure that
updates of the regulations would be available to Parliament on a yearly basis, coinciding with
the tabling of the centre's annual report. It would also mean that a regulation report would be
communicated not only to the committee, but also to all interested parties.
Therefore, I undertake to this committee that we shall ensure that the Financial Transactions
and Reports Analysis Centre of Canada will include, in each of its annual reports, a report on
the regulations made pursuant to the proceeds of crime (money laundering) bill during the
period covered by the report.
Before we move on to questions, Mr. Chairman, allow me to address the issue of the
independence and accountability of the centre. The table on international comparisons that you
have before you shows that, more often than not, the central repositories of financial
information are independent agencies set up at arm's length from the police and accountable to
ministers of finance or other ministers.
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It demonstrates a preference for separating the financial intelligence gathering function from
the police investigative function. The model proposed under Bill C-22 is justified, not just for
purposes of structural efficiency but, more important, as a means of safeguarding individual
privacy. The safeguards required for protecting individual privacy are such that merging the
financial intelligence gathering function with an existing agency would provide minimal
savings overall.
[Translation]
In conclusion, Mr. Chairman, I would like to clarify that Bill C-22 was developed in
cooperation with several interested stakeholders including the provinces and territories, the
financial sector, consumers' groups and privacy organizations.
[English]
This bill will update and strengthen the existing act and improve the prevention, detection and
occurrence of money laundering in Canada. Together with the undertakings that we are
providing to the committee, Bill C-22 will give law enforcement agencies the tools they need,
but in a way that maximizes the protection of individual privacy. Furthermore, these measures
will also bring Canada into line with accepted international standards in the fight against
money laundering and allow Canada to fulfil its responsibilities in the international fight
against money laundering.
Senator Tkachuk: Mr. Chairman, we have the letter that was sent. Is there a French copy?
Senator Meighen: No, there is not.
The Chairman: I was told that it was faxed to your offices about two hours ago.
Senator Tkachuk: It was, but there was no French.
Senator Hervieux-Payette: I was not there, so I do not know if I received one.
The Chairman: Is there a French copy?
Senator Tkachuk: I thought you might be concerned.
Senator Hervieux-Payette: I was in Montreal this morning.
Senator Tkachuk: I am certain that your office has a French copy.
The Chairman: I do not think there is a French copy, because it is being translated.
Mr. Cullen: It is on its way, as we speak. We may have it in the next few minutes.
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The Chairman: Continuing, there are two parts to the meeting.
Senator Tkachuk: Should we address the issue of the letter?
The Chairman: After we have questions we will do a clause-by-clause review, on which we
will have to agree or not agree. The purpose now is to ask any questions of the minister and all
of the other experts.
Senator Tkachuk: On the question of regulation, you mentioned the parliamentary review at
the end of the fifth year. The concerns were not the fact that it was being reviewed but whether
it would be reviewed on a regular basis, because it seems that that is sunsetted -- that is, the
review is after a five-year period and then it never happens again.
Mr. Cullen: I will have a first stab at that question and then perhaps Mr. Lalonde could
respond as well. The reality is that the Parliament of Canada is able to review any piece of
legislation or matter, at its discretion.
Mr. Richard Lalonde, Chief, Financial Crimes Section, Financial Sector Policy Branch,
Department of Finance: Honourable senators, I would add that, as part of the five-year
review, it is open to parliamentarians to propose extending that five-year review for a further
period. It could be proposed to amend the legislation.
Senator Tkachuk: It would require amendments to the legislation to have that happen?
Mr. Lalonde: That is correct.
Senator Tkachuk: On the subject of the regulations, I do not know if I understood what you
were saying. I know you are having them posted. However, this has been a concern from both
sides in committee. Were you saying that the bill will be laid before Parliament and that the
regulations would be sent to the appropriate members of the committee, which is what most
parliamentarians would be seeking?
Mr. Cullen: I will address the general question of why so much is left to regulation. "So
much" is a subjective term, I suppose. In this legislative package, with the new centre we are
starting something relatively new. As we all know, money launderers, like any criminal, will
look for loopholes the whole time. As we proceed with this, the intent is to be as flexible as we
can so that if money launderers begin to change their patterns of operation, the centre will
have the flexibility to alter its approach. The centre is basically leading with this for the first
time in this particular context.
With respect to the actual tabling of regulations, they will be under this statute. There is a
minimum 90-day pre-publication requirement for any regulation proposed under the bill, and I
presume that would be gazetted in the normal way. There is a minimum 30-day notice if
further changes are made to the proposed regulation.
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We are sensitive to the fact that there is some volume left in terms of regulation for this bill.
This gives any stakeholder groups, including parliamentarians, a full opportunity to comment,
critique and provide input into those regulations or changes in regulations. The 90-day
requirement exceeds by far what is available in any other statute.
Senator Tkachuk: We understand that there seems to be more and more regulations because
the executive and the bureaucracy want to have more flexibility to change, rather than having
to deal with that nuisance called Parliament where it would be necessary to make amendments
for certain things. Our concern is that, as the regulatory framework builds, there is no
parliamentary responsibility.
I understand that it is posted. Let us say that I object. So what? What can I do about it?
Nothing really. I can write you a letter. I can complain, but in the end there are no witnesses,
no discussion with the people affected, no anything. Unless it is formalized, it is difficult for
parliamentarians to deal with this. You could post it on July 1, when Parliament is not in
session. Things like that.
Mr. Cullen: I understand what you are saying. This bill and the regulations that will follow
the bill have already been developing the guidelines, for example, that are already used for the
voluntary reporting. Other regulatory matters will be completed while consulting broadly with
comprehensive stakeholder groups.
Money launderers will change their shape and form. If we had to go back to Parliament every
time to change what would more optimally be a regulatory issue, we would lose as Canadians.
Senator Tkachuk: I want to get back to the letter. By the way, Chair, we did receive the letter
before, and some of us were actually in our offices when it arrived. It was very much
appreciated as well, Mr. Cullen. I think you addressed many of the issues that we have. We
have other issues that I am sure other senators will discuss with you. I want to point out that
we appreciated this.
Senator Kelleher: There is an issue that I should like to discuss that we raised in great detail
the other day. It is not dealt with at all in your letter. The issue is that of the diminishment of
the solicitor-client privilege. That concept is fundamental to people's privacy. It is not dealt
with at all. I should like to go through it with you and get your comments, please, if I may.
As I understand the bill, under clause 62, someone from the new commission could deem it
necessary to continue. In other words, someone has looked at the report that came in from a
financial institution and that person says, "I think this bears further investigation." Then, under
clause 62, they could, without a warrant, come into my office as a lawyer, and demand to see
the various and assorted documents relating to the matter of the investigation. Under clause
64(2), if I say to that person, "Hold on here, I want to claim a solicitor-client privilege," the
person who wandered into my office could determine to put everything under lock and seal.
That person could tell me that my client and I could go to court within 14 days, at our expense,
to try to prove to the court that there is a solicitor-client privilege.
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Not even the tax department today can wander into my office on a tax matter, except under a
warrant. You people are giving yourselves this rather, to say the least, extraordinary privilege
of wandering in without a warrant. To the best of our knowledge, the existing U.S. legislation
does not even deal with the solicitor- client privilege. There is no authority under the U.S.
legislation to do this.
It is our understanding that no other country permits the authority that has been established to
wander into a lawyer's office without a warrant. I should like to know why you are asking for
this extraordinary privilege. I would love to hear your explanation. We feel that if you want
someone to wander into the lawyer's office, they at the very least should have a warrant.
Mr. Cullen: Let us assume that the centre has information. Only if the centre had other
corroborative evidence that would lead the centre to believe that there was adequate suspicion
would the centre then report some tombstone information, if you like, to the RCMP. In other
words, information arriving at the centre on its own does not start anything. It is only if that
information is corroborated with other information that the centre would then report to the
RCMP. If the RCMP corroborated that with other information or data that they had, they
would then go to the Attorney General to request more information if they wanted it.
In terms of someone from the centre arriving at a lawyer's office, there must be some
confusion regarding when that might happen. The only time the centre would do that would be
to do with a compliance issue with respect to reporting. In other words, if the centre had
reason to believe that a financial intermediary should be reporting, they would make contact
with that financial intermediary and begin a dialogue to ascertain whether or not that financial
intermediary realized what the responsibilities were. The centre would attempt to determine if
there was any notion of any transactions that they were involved in.
In any case, if at some point the centre felt that there was still a suspicion that the reports
should have been provided to the centre but were not, then they could go to the office of the
lawyer or the accountant or any financial intermediary and do a very targeted review of
information. The issue of solicitor-client privilege may crop up in such a situation.
I wanted to make it clear that the centre itself will not send someone to the office of a financial
intermediary to investigate further potentially suspicious transactions. That only happens
through reporting to the police. If there are other reasonable grounds, and the police
themselves then feel there are additional reasonable grounds, they could ask for a warrant. We
could come back to that in a moment.
As I understand it, in the United States, accountants and lawyers are required to report certain
defined transactions to the IRS. The U.S. money laundering centre can in fact obtain that
information from the IRS.
In our legislation, we are sensitive to the issue of tax evasion. Our objective through this bill is
to attack money laundering and, only as an incidental, perhaps an important incidental, tax
evasion. Our procedure goes the other way. Clearly, one could be laundering money with a
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high probability of evading tax. However, the first priority is money laundering. There would
be coordinated efforts by law enforcement agencies.
I am a chartered accountant myself, and I do not mean to disparage lawyers. If you weave a
hole in the system, there is a potential for the launderers to go to that hole. We are trying to
ensure that this bill covers the major financial intermediaries.
I should like Mr. Carrière to expand on the topic of solicitor-client privilege.
Senator Kelleher: Before we go to Mr. Carrière, I wish to point out that our concern is not
about you trying to plug the loophole of the accountants and lawyers. When I was solicitor
general, I was the one responsible for the money laundering legislation that is presently in
place. I know a bit about this area. I am concerned only about the issue of solicitor-client
privilege and access to my office or the office of any lawyer you suspect is a financial
intermediary, and access without a warrant. It really is as simple as that.
Senator Oliver: You have not dealt with the warrant part of it as yet. That is the essence of
our concerns.
Mr. Yvon Carrière, Legislative Senior Counsel, General Legal Services, Department of
Finance: An official of the centre could not enter into a lawyer's office. He is authorized only
to enter to determine if the lawyer filed the reports that he is required to file.
Senator Kelleher: Where does it say that?
Mr. Carrière: Subclause 62(1) says:
An authorized person may, from time to time, examine the records and inquire into the
business and affairs of any person or entity referred to in section 5 for the purpose of ensuring
compliance with Part I...
Part I does not talk about detecting money laundering or not being involved in money
laundering. It says that one shall file a report when required to file a report. Therefore, when
the centre is doing a compliance check, it is verifying that the lawyer has reported the large
cash transaction in which they were involved. It is not checking whether the lawyer's clients
were involved in money laundering. We would not be authorized to do so. That is a
fundamental point I want to bring to you.
Senator Kelleher: I do not understand that explanation. As far as I am concerned, under the bill
you may come to my office and under paragraphs 62(1)(a), (b), (c), and (d), you could request
all kinds of access to my records. I am saying that if you want access to my records, you
should have a warrant.
Under the Income Tax Act, as I am sure you are probably aware, you used to be able to go into
offices without a warrant. The lawyers in question challenged that. As a legal person, you
would know that there are numerous cases that hold that you cannot do it. It is
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unconstitutional, and you need a warrant. I do not understand why, for this bill, we are
suddenly going against the grain. No other country permits this kind of access without a
warrant. I do not understand why you feel you are entitled to get this under this bill. It is quite
a departure.
Mr. Stanley Cohen, Senior Legal Counsel, Human Rights Law Section, Department of
Justice: I believe that what is perhaps engendering some difficulty is the distinction that exists
between a search and seizure and a regulatory inspection. In terms of the constitutional law,
that distinction carries a great amount of significance. As has been explained by Mr. Carrière
up to this point, these inspectors -- not police officers -- who carry out searches are looking for
compliance with the statute. The case law tends to hold that a lower standard applies with
respect to regulatory inspections. This is an administrative matter and there is Supreme Court
of Canada jurisprudence. I can give you two cases, although not the citations: one is Comité
paritaire, and the other is Potash or Tabah. Both of those cases uphold the rights of inspectors
to inspect on a lower standard than would otherwise be the case in a criminal investigative
setting.
I believe that, if one were to examine the nature of the statute that is under consideration and
the powers that are being exercised in this instance, those cases would basically support the
ability of the inspectors carrying out a regulatory purpose to ensure compliance with the
legislative scheme. If one examines the types of powers that were accorded in the particular
statutes that were involved in those cases, one would find very wide-ranging powers to enter in
order to inspect books and records and to copy documents and take away files, et cetera. Those
cases would tend to support the approach that has been advanced in this context.
Senator Kelleher: My concern is that an inspector might say that they are only wandering in
to see if there is regulatory compliance. In order to look around to see whether or not there has
been regulatory compliance, the inspector might go through all of the individual's client
records and documents. Therefore, you do through the back door that which I do not think you
should do through the front door. I do not know how a confirmation of regulatory compliance
could be done without going through all of the client documents and records.
Mr. Cohen: In response to that, the Supreme Court of Canada is leery about anything that
constitutes a pretext search. There is abundant case law on this subject. There are cases that
demonstrate that when police officers carry out functions under the Highway Traffic Act -stopping vehicles, et cetera -- where they try to transform that particular kind of activity into a
wider ranging search for criminal wrongdoing, they have lost the fruits of their investigation
and the evidence has been inadmissible. The leading case on that, for example, is R. v.
Mellenthin.
I would suggest that any inspector who enters a lawyer's office with the intention of trying to
gain access to files in a holus-bolus manner and who is not focused in terms of what they
request to see or into what areas they might enter would be running the grave risk of
compromising their ability to carry out that type of investigation. You cannot look for a
television in a desk drawer.
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Senator Kelleher: They are getting pretty small these days.
Mr. Cohen: They cannot do that which is inappropriate to the function that they are entrusted
with under the legislation.
Senator Kelleher: I am not disagreeing with that fundamental principle that you have just
enunciated. However, the clause, as presently worded, leaves it open to abuse. If I think that
the gentleman who has come into my office is abusing his position, I am the one who has to go
to court, at my client's expense, to prove the solicitor-client privilege. Under any normal
circumstance, you would have had to go through a preliminary procedure to obtain a search
warrant. I am concerned about the lack of that preliminary safeguard. Under this clause, you
have shifted the onus to the lawyer and the client, at their expense, to go to court on such an
issue. I do not see why it should be that way.
I think that it is commendable to talk about privacy and trying to shield the person, but I am
very concerned that inspectors would be able to skip the necessary procedure of having first
obtained a warrant. What other legislation do we have that permits someone from government
to wander into my law office and demand to see my client records without the assistance of a
warrant? Is there any other legislation that exists?
Mr. Cohen: I have an initial observation relative to the question that you asked. Basically, any
lawyer who is involved in any type of activity that would bring the lawyer within a field of
regulation would be subject to the rules and regulations that apply. Hence, a lawyer would be
subject to having his or her trust accounts examined by the Law Society. Lawyers are
regulated by the Law Society of the province in which they practice. Similarly, I am certain
that there are other statutes under which lawyers become subject to inspection, depending
upon the nature of their involvement. However, I cannot give you rhyme and verse on that.
Senator Kelleher: I do not think there are. How do you respond to the fact that our
examination of the other countries that have this legislation presently on their books shows
that they do not authorize this type of entry without a warrant?
Mr. Cohen: Again, I would not want to present myself as an expert in comparative law, but I
understand that in the United States there is a much broader umbrella that is cast over the area
of organized crime, in terms of their RICO statutes, the federal and state racketeer-influenced
and corrupt organization legislation. Lawyers are certainly highly implicated in the nature of
that scheme and are subject to a great deal of potentially invasive investigation under those
statutes.
Senator Kelleher: In the U.S, at present, there is no invasion of the solicitor-client privilege.
Our examination of the other countries showed that they do not have this on their books.
Everyone suggests that Canada has been late on this, but we have taken the opportunity to
review other countries' legislation. Why are we proceeding with giving something to this
commission that no other country has given to theirs?

Appendix A - Page 477

Commission of Inquiry into Money Laundering in British Columbia

Mr. Cohen: I am here to offer advice as to whether the kinds of questions that you are raising
enter the field of constitutional prohibition or are illegal in a constitutional sense. I can advise,
without offering legal advice on the matter, per se, that we have had regard to constitutional
norms and standards as well as to the kinds of considerations that the Supreme Court has said
are applicable in the context of inspections, searches and regulation. Basically, we have
attempted to provide advice to policy-makers who have constructed this particular legislation
in that regard.
Senator Kelleher: Mr. Cullen, I should like you to reconsider, if you would, this particular
clause with respect to the fact that this might perhaps be done after obtaining a warrant, as it is
for all other types of government investigations. It is not that big a thing to obtain a warrant. I
am not arguing, nor are we arguing about the necessity for stronger money laundering
legislation. I would be the last person to argue against that. I simply wish to ensure that there
are sufficient safeguards in place.
Mr. Cullen: I will certainly take that under advisement. The graph that you have in front of
you does not deal specifically with the point you raise in terms of how other jurisdictions deal
with this particular question. It deals with whether accountants and lawyers are covered, and
you are not debating that. In terms of the privilege aspects, we will certainly take your
comments under advisement.
Senator Kelleher: I am relying on research done by the researcher that Senator Meighen and I
have. This is the report that we received saying that no one else has that privilege at this time.
Senator Oliver: Before coming here, Mr. Cullen, did you read the testimony given before this
committee by the Canadian Bar?
Mr. Cullen: I have not read their testimony before this committee, but they did appear before
the House of Commons Standing Committee on Finance.
Senator Oliver: Senator Kelleher has asked you a series of questions regarding the concept of
solicitor-client privilege. The Canadian Bar dealt with that here and in the other place. They
also dealt with the concept of confidentiality. You have not addressed that.
Senator Kelleher asked you about a hypothetical circumstance of someone coming in the
office, looking for papers, finding papers and, therefore, breaching the confidentiality that is so
important to the client-solicitor relationship. In its brief, the Canadian Bar said that it is a
fundamental protection of both privilege and confidentiality. They said:
The importance of privilege and confidentiality has long been recognized in the law and it is
central to the rules of professional conduct governing lawyers. Clients must be able to seek the
assistance of a lawyer knowing that the information they communicate will remain with the
lawyer and go no further.
What can you say about that longstanding, several- hundred-year-old concept of clientsolicitor confidentiality that now seems to be breached in this bill?
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Mr. Cullen: Bill C-22 does recognize solicitor-client privilege.
Senator Oliver: In Clause 11. I asked them about that, and it is way too narrow in its
definition.
Mr. Cullen: The issue of confidentiality, as I understand it, is a much broader issue. Mr.
Carrière, could you expand on that?
Mr. Carrière: I am not an expert on confidentiality, but I understand that confidentiality is of
a different nature than solicitor-client privilege.
Senator Oliver: Exactly.
Mr. Carrière: Because of the necessity to ensure that everyone is filing the reports that they
have to file, the protection guaranteed by clause 11 deals only with solicitor-client privilege.
Senator Oliver: What does that say about confidentiality?
Mr. Carrière: All I can say is that it is not covered by clause 11.
Senator Oliver: That traditional right is being blown away by this legislation.
Mr. Cohen: I wonder if I could ask a question back.
Senator Oliver: No.
Mr. Cohen: I am trying to understand the nature of the question as it relates to the legislation.
If there is a situation in which an inspector comes into a lawyer's office and asks to see books
or records in order to determine compliance, the issue would simply be about whether or not
anything that is being asked for is shielded by solicitor-client privilege. The issue of
confidentiality does not arise in that particular context and the procedures that are created
under the legislation offer full protection.
Senator Oliver: No, they do not.
Mr. Cohen: One must consider a lawyer confronting an inspector and saying, "I am not going
to answer that question because it involves a matter of solicitor-client privilege and I will have
these documents sealed up." He is then asked a further question about whether or not there is
anything further of a confidential nature that can actually be disclosed in that context. A
lawyer should certainly be adept enough to protect his client's interests in that kind of a setting.
Senator Oliver: Not if they are being taken away by language like this. Since Mr. Cohen is
back again, I should like to ask a question I asked the Canadian Bar about clause 11. Clause 11
states: "Nothing in this Part requires a legal counsel to disclose any communication..." -- the
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key words here are "any communication" -- "...that is subject to solicitor-client privilege."
Does the word "communication," to you, include things like any activity, any transaction?
Mr. Cohen: Under the case law, including the case law to which you were referred at the last
meeting when the Canadian Bar was present, the understanding of the term "communication"
is that it is a broad notion that can embrace, depending upon circumstance and context,
transaction, the name of a client or a great range of information. One could, even on as basic a
matter as a name, assert solicitor-client privilege. Thus, confidentiality as regards that kind of
information is safeguarded through the assertion of privilege. Communication should not be
read as a narrow thing in terms of the case law.
Honourable senators, you have been concerned with these issues with respect to how this
legislation might fare in the courts and how it might be affected by some of the challenges
going on in the courts with respect to section 488.1 of the Criminal Code. That is the Lavallee
case out of Alberta. That case has gone to the highest level. You will find support for what I
am suggesting in that particular case. The notion of what is embraced by privilege and what is
embraced by the notion of a communication is broad enough to capture a transaction or a name
in a given circumstance.
Senator Oliver: An activity, perhaps, as well.
Mr. Cohen: Potentially; it would depend on context.
Mr. Lalonde: Mr. Carrière is quite right that Bill C-22 does not address confidentiality, which
is a much broader issue than privilege. Many professionals, including accountants and other
businesses such as financial institutions, banks, owe a duty of confidentiality to their clients.
The bill provides other provisions to ensure that the information that is provided to the centre
is protected. That is the way the bill deals with the broader issue of confidentiality between the
client and the professional.
Senator Angus: Mr. Cohen, I noted that you were present last week when the Canadian Bar
witnesses were telling us some of their concerns. In particular, I was struck as a lawyer by
their bald statement that they consider it very likely that this bill is ultra vires of Parliament. I
have been ruminating on that since, and I saw you scratching your head when the evidence
was given. I am asking myself why the legislators and you people behind this act would take
the chance of having it struck down when it is so easily remedied, or at least so I believe. I
refer to page 3 of the CBA brief where they say:
...we believe it may be ultra vires of Parliament. We recognize that the Federal Government
may rely on the Criminal Law power... However, we believe the Bill could be interpreted as
intruding upon the legislative jurisdiction of the provinces as to "property and civil rights" and
"administration of justice within the province."..
Are you very comfortable that the bill is intra vires?
Mr. Cohen: That particular issue is an issue of division of powers, not a Charter issue.
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Senator Angus: They talk about the Charter as well -- section 8.
Mr. Cohen: Under section 8, I do not think the Canadian Bar Association necessarily has as
much support as the statements that were made would tend to indicate. Even on a challenge to
section 488.1 of the Criminal Code, the case law is divided. There are decisions in Ontario that
uphold the constitutionality of that provision. It is not this provision, but it is similar to it.
On the question of whether this falls within the scope of the criminal law power -- and I
hesitate to use words of advice here -- it is difficult to see how a bill that addresses money
laundering as its subject matter does not fall within the federal criminal law power. I would
say that at the very least there must be a strong and persuasive case to be made for the vires of
this legislation and the constitutionality of the legislation.
Senator Angus: That is an elegant way of telling me that you totally disagree with what the
lawyer from the bar has said. I have a great deal of respect for you and your colleagues, and I
know you have put a lot of time into this. Candidly, do you see a risk that this could be held by
the courts to be ultra vires? If there is a risk, is it not quite easily remedied by an amendment
that would render it clearer?
Mr. Cohen: If the concern is with ultra vires, that it falls within provincial jurisdiction rather
than federal jurisdiction, I have not personally seen case law that supports that point of view.
With respect to the Charter, the jurisprudence is mixed on this subject at the lower courts in
relation to a similar statute, not this particular statute. The undertaking that has been given
with regard to solicitor-client privilege and subsequent amendment probably fortifies this
particular measure.
Senator Angus: You are comfortable with the bill as drafted.
Mr. Cohen: You would be justified in drawing that conclusion.
Senator Angus: My colleagues and I were discussing this unilingual letter before the session
began. We were wondering, from a legal point of view, whether it is worth more than the
paper it is written on in terms of enforceability. Can we bind Parliament to come back here in
September and introduce all these amendments? I want it on the record, if that is your legal
opinion.
Mr. Cohen: I am not here to offer a legal opinion on a subject of that nature. That is a political
question.
Senator Oliver: No, it is not. It is a legal question.
Mr. Cohen: I can tell you that I was involved in the recent passage of Bill S-10, which
originated here. It was a follow-up to Bill C-3 on DNA data banking and involved a similar
process of undertakings and then the introduction of subsequent legislation.
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Senator Angus: There is no question that there are precedents. I think you are perhaps using
one of your lifelines here. The precedents have been based on the goodwill of the committee
and the willingness of senators to not unnecessarily retard the process.
We have concerns about fundamental matters such as the ones that Senator Kelleher has raised
and those that other professions, such as the accountants, have raised about the intrusive
elements. I believe it could be remedied and would not take anything away from what we are
trying to do. As I said the other day, I heartily support the initiative, and I think Canada should
be doing its piece within the group of the task force. I am troubled that we would say, "Well,
we will satisfy you in these various ways, and we will come with an amending piece of
legislation in the fall." We are also informed that we might be in the middle of an election and
this parliament will have been dissolved. Mr. Peterson, who uses the first person singular in
introducing a bill, might not even be a member of Parliament at that time.
I am not asking you to give me a legal opinion, but I think it is fairly reasonable for me to ask
one of Her Majesty's law officers whether or not he feels this has legal weight.
Mr. Cullen: Not dealing at the moment with the question of legality, I can tell you that this
letter is a firm undertaking of our government. In the meantime, it helps to clarify the intention
of the bill. I know that the intent in terms of the government is absolutely cast in stone that we
will deal with these issues.
Senator Angus: The problem that I have is that it is then rather than now. These amendments
make sense to the government, without taking this other risk to which I alluded and which I
believe is real. Notwithstanding good faith and everything else on the part of the minister, he
just might not be here. I feel there are ways to amend this bill and to address them.
Senator Meighen: Senator Angus has been exploring the area that interested me. As Senator
Kelleher pointed out, Canada was in the forefront of anti-money laundering legislation in the
early 1990s, thanks in major part to his personal efforts. All of a sudden we seem to have
woken up. Now there is an incredible rush to produce legislation, which is clearly challenging
to draft so that it protects individuals as well as deals efficiently with the admitted problem of
money laundering. We rush into it, and by Minister Peterson's own admission, he is prepared
to propose, and I do not doubt his good faith and his good intentions, four or five amendments
in the fall.
I find it difficult to convince myself that the difference between the middle-to-end of June and
the middle-to-end of September is crucial to Canada's standing in the world with respect to
anti-money laundering legislation. I can easily convince myself that, by rushing, we can make
a serious mistake that it is not necessary to make with respect to people's fundamental liberties
and the basic question of solicitor-client privilege that Senator Kelleher explored. What
concerns me even more is that, similar to an act such as the EDC, we are suggesting that we
should not review this. Yes, we will review it, but only after five years.
With great respect, Mr. Cullen, I do not think this is good enough. If you are going to make
these amendments in the fall, I should like to see it reviewed by the end of the year. If that is
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not acceptable to you, and I would be surprised if it were, at the very least there should be a
three-year period, as opposed to a five-year period, to see how it is working.
The minister cannot control the Order Paper of Parliament. He cannot control whether
Parliament is sitting or not sitting. What he can control is to work with us in the Senate to get
the amendments through in an expeditious fashion so that when the bill is passed in a short
period of time, it does not run the risk of offending basic civil liberties. Why can we not, as
Senator Angus and others have suggested, work on these amendments, get them in, and then
change the review period from five down to three years? Why do we have to rush to pass what
may be a very imperfect and dangerous bill by the end of June?
Mr. Cullen: I understand there are some concerns. In the view of the government, with what
has been proposed and the response of the government, we do not believe the bill is fatally
flawed at this point.
The longer we wait, the easier it will be for money laundering activity to expand and grow.
We have a unique opportunity here to put in place some legislation that will give some teeth to
the law enforcement agencies.
Senator Meighen: Agreed. Let us do it in September.
Mr. Cullen: It will not be any easier in September.
Senator Meighen: Explain the danger of waiting until September. Are you telling me, Mr.
Cullen, that three months will imperil Canada's ability to deal fundamentally with the problem
of money laundering?
Mr. Cullen: As I said in my remarks, this must be dealt with on a coordinated international
basis. Right now we are in danger of falling behind. There are initiatives moving now that
need a coordinated response. Any further delay will simply mean that the money launderers
will be able to advance their activities and we will still be the open link for money laundering
activities to expand.
I am sure you, as a senator and a citizen of Canada, are not happy with the idea that Canada
would be labelled as a safe haven for money laundering activities. This is something I find
offensive and I am sure you do.
Senator Meighen: You know that is not what I said. What I said was that I am having trouble
convincing myself that three months makes a fundamental difference. You are suggesting that
it will place us in the category of a safe haven for money launderers. I do not accept that and
that is not what I said.
Mr. Cullen: I did not mean to imply that you were saying that there was that kind of tradeoff.
What I am saying is that, in our view, we have responded to some of the critique and we
believe we have improved the bill. At this point we do not think the bill is fatally flawed. We
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should get on with setting up the centre, putting things in motion, and being a responsible part
of the international community.
The police law enforcement agencies are waiting for this. You may find this hard to believe,
but one of the reasons for the delay has been the fact that we have been paying a lot of
attention to privacy issues, maybe not in as comprehensive a way as some senators would like,
but privacy is one of the areas we have focused much attention on. In fact, the expert from
Belgium confirmed that our structure, framework and legislative package pays more attention
to privacy issues than does any other jurisdiction in the world.
Senator Oliver: Yet two of the amendments you want to bring in the fall deal with that very
issue.
Mr. Cullen: Perhaps, senator, perfection is something that you can claim. I would not sit here
and say that this bill is perfect. What I am saying is that, in our view, the bill is in darn good
shape, particularly with the comments that we have received and the changes that we are
prepared to deal with. To delay these very important initiatives to counteract money
laundering would, in our view, not be in Canada's best interests.
I should just like to comment, because it may be germane in terms of the comments made
earlier by Senator Kelleher and Senator Oliver with respect to other jurisdictions or acts that
provide for access without warrants, I am advised that the Ontario Securities Act, section
11(4), provides for warrantless search powers similar to those contained in this bill. With
respect, I do not think that what is being proposed here is setting new precedents in that
context. I just wanted to put that on the record.
Senator Meighen: Is that with respect to third parties or with respect to individuals with their
own records?
Mr. Cullen: I believe this just deals with the issue of warrantless search powers, which
Senator Oliver raised.
Senator Meighen: I make a distinction between the Securities Commission coming in and
looking at my personal records, and coming into my office and looking at Senator Tkachuk's
records that I have by reason of the fact that I am his lawyer.
Mr. Cullen: This particular provision relates to registrants under the Ontario Securities Act.
Senator Meighen: That is very different. With respect, I do not think it is an apple-to-apple
comparison, but I could well be wrong.
In any event, I must weigh the decision as to whether a warrantless breach of solicitor-client
privilege is necessary in order to have this legislation in place before the summer recess rather
than in the fall, and knowing that, with the best goodwill in the world, there is no guarantee
that Minister Peterson can introduce much less see to the passage of these amendments.
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Mr. Cullen: I know that Minister Peterson is committed and the government is committed at
the highest levels to make these changes. Beyond that, I cannot give you the shirt off my back
at this particular meeting.
Senator Angus: I should like to address this document that has been placed before us today. I
believe I can refer to it as the chart or the table that some senators asked for in earlier sessions
on Bill C-22.
Mr. Cullen: Excuse me, this is the comparative chart.
Senator Angus: First of all, I should like it to be formally in the record. Who prepared it, sir?
Mr. Cullen: The Department of Finance.
Senator Angus: Are you familiar with it?
Mr. Cullen: Yes, I am.
Senator Angus: You have said this document was prepared by the Department of Finance and
that you are familiar with it, and you have colleagues with you who, I am sure, are equally
familiar. It is entitled "International Comparisons of Anti-Money Laundering Regimes." We
have page 2 of 2, but I understand that page 1 was simply a fax cover sheet. Is there a page 1?
Mr. Cullen: I just have this.
Senator Angus: Does yours say page 2 of 2?
Mr. Cullen: Apparently the footnotes were previously on page 2. Did we not need the
footnotes?
Senator Angus: I think it is reasonable: it does say page 2 of 2. Page 1 was the main table,
and the footnotes were at page 2.
Mr. Cullen: The footnotes have been incorporated onto page 1.
Senator Angus: I should like to have this document formally in the record. People under your
supervision dispatched that to the committee?
Mr. Cullen: That is correct.
Senator Angus: Could we let it form part of the formal record?
This document refers across the top to anti-money laundering authority. It lists Canada,
Australia, the U.S., the U.K., Belgium, the Netherlands, France and Japan. In the footnotes, I
notice Italy got a mention. That is nine countries, including Canada. What happened to the
others that are in the group?
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Let me elaborate by saying that, at the first hearing, when you gentlemen briefed us on this
bill, we were told that Canada was one of 28 nations involved in this cooperative effort. We
were further told that the bill was important because Canada was the last of 28 countries to get
up to speed and introduce legislation. It became apparent during the hearings that, in fact,
Canada might well be ahead of many of the other countries, having already passed the money
laundering legislation of the Senator Kelleher regime. Indeed, we heard that we were covering
the topic through provisions in the Criminal Code and so forth.
We asked for the comparative table so that we could see where we are at and where we are not
at vis-à-vis the other countries. I am having trouble understanding this document for a number
of reasons. I have mentioned one: Where are the other 19 countries mentioned? Furthermore,
one footnote says that this is to be done in regulation.
Without me asking questions and confusing the issue, could you address this document? Tell
us what it means and how it came to pass. Fill in some of my blanks for me.
Mr. Cullen: Perhaps, it would be helpful if Mr. Lalonde took the group through the chart. I
should preface that by saying that we are the last G-7 country to implement mandatory
reporting of suspicious financial transactions.
Mr. Lalonde: Just to amplify that, not only are we the last G-7 country, according to the
1998-99 annual report of the Financial Action Task Force, but that report also states quite
clearly that the reporting of suspicious transactions by banks is mandatory in all members
except Canada. We know that Canada is the only country within the 26 member FATF that
does not have some form of mandatory suspicious transaction reporting. We were trying to be
as comprehensive as possible in the table. Certainly, if we were to put all 26 countries down in
terms of whether or not they have suspicious activity reporting, the answer would be yes for
all 25 members of the Financial Action Task Force, with a blank for Canada.
In terms of our ability to obtain additional information, which may or may not have been
requested by this committee, we did our best to obtain as comprehensive a picture as we could,
in the time allotted, for the countries that are presented in this chart.
Senator Angus: In the time allowed by whom?
Mr. Lalonde: Well, since the time that we appeared before the committee on June 1, and the
present.
Senator Angus: Are those your comments?
Mr. Lalonde: I am happy to respond to any additional questions.
Mr. Cullen: Would it be helpful to take the senators through the various categories?
Senator Angus: It would be.
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Mr. Lalonde: I would be glad to. If we could take a look at the first line, "Accountability
Structure," we see that in most cases the financial information agencies are structured as
independent agencies and are for the most part at arm's length from the police. We notice, as
well, that in some cases the centres -- agencies -- are accountable to, or they report to,
ministers of finance, attorneys general or other ministers, as the case may be. There is no
particular pattern, but they are accountable to ministers of finance in a number of cases,
notably in France, Belgium and the United States.
I would just mention that in the United States, FINCEN is a branch of the Treasury
Department, much like the Bureau of Alcohol, Firearms and Tobacco or the IRS. They are
separate entities -- branches -- but they are within the Treasury Department.
As for the scope of legislation of entities that are covered, we notice that there is a fair bit of
uniformity in terms of the regulated financial institutions.
Senator Angus: Excuse me. To make it clear and for the record, this chart, insofar as Canada
is concerned, reflects what will be the case if this legislation passes. Is that correct?
Mr. Lalonde: That is correct.
Senator Angus: It does not show us where Canada is already, at least up to speed. Do you
realize what we are getting at here? We are saying, "Okay, this is good stuff, and we basically
support the initiative, but what is the big rush? We are not that far out of step with other
countries, and you are infringing on some rights. So let's get it right and go ahead in
September or whenever."
Mr. Lalonde: To clarify, it is perspective if we are talking about reporting requirements in
analysis and disclosure since Canada does not have mandatory reporting and these are the
criteria that we have. Certainly, if we are talking about record keeping or client identification
requirements, those are embodied within the current Proceeds of Crime (money laundering)
Act.
These businesses are covered presently by the record keeping and client identification
requirements. In that sense, we are acceptable in terms of record keeping.
As I indicated earlier, the scope and coverage looks pretty uniform when we are talking about
regulated financial institutions. It looks less so when we are talking about unregulated
institutions or financial businesses, such as credit card companies, for example. In the area of
lawyers and accountants, not in every country, but certainly four, in particular, address
accountants and lawyers directly. And in Belgium and France, notaries are covered by the
reporting scheme.
As indicated by Mr. Cullen earlier, the IRS requires accountants and lawyers to report the
receipt of cash transactions of $10,000 or more to the IRS. The information contained in these
records is accessible to FINCEN for purposes of enforcing its acts.
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The next category indicates the range of different kinds of reporting requirements, be they
cash transaction reporting requirements that are suspicious or cross-border reporting
requirements.
Finally, the last box is for information about some of our concerns, which involves the
performance of the amount of disclosures that are made to the police or reports received,
whether or not reporting entities can report electronically or otherwise.
Senator Angus: Mr. Lalonde, your comments and they are very helpful. May I ask you
whether, in your view, those boxes -- the mandatory reporting, the accountability, and so forth
-- cover the main elements of either Bill C-22's money laundering provisions or those that are
already in our law, or are there other key things that are needed and are in Bill C-22 that are
not referred to there?
Mr. Lalonde: Certainly, if we wanted to put down all of the safeguards to protect personal
privacy, we could have listed all the ones that we have and researched whether or not every
other jurisdiction has those protections as well. That would have required exhaustive research.
Perhaps that would have been helpful, but we were told by Mr. Spreutels in his testimony that
in his opinion our regime was fairly comprehensive. I do not know whether that would have
added too much to the chart itself.
We could certainly have found other criteria within the bill to add. We were trying to address
the main issues. The main issue raised with us when this chart was requested was essentially
what is addressed in the first line. There were some issues relating to accountants and lawyers,
so we thought that it might be useful as well to include a line on that. Also, we thought it
would be useful to include the different kinds of reporting requirements in the different
jurisdictions.
Senator Angus: It is very useful. I believe you mentioned the individual who came from
Belgium. My sense from him was that he thought that this bill was terrific. It goes beyond
anything they have seen in Belgium and they wish they had something like it there. Again, that
made me feel this is going beyond what other countries have, and it may end up serving as a
model in terms of being a terrific tool for combatting organized crime and money laundering.
It is just the urgency aspect, as I say, that bothers me.
Mr. Lalonde: Mr. Spreutels was referring to the safeguards to protect privacy, not so much
whether or not the regime that we have in place would be far and above anyone else's regime
in terms of combatting money laundering. Certainly, in the European context the protection of
privacy is a high priority and there is stringent legislation in member countries, so I do not
think that Mr. Spreutels would want to say that the basic protections that are afforded under
Canadian statutes to personal privacy are far and above those that are available in Europe as
well.
Senator Angus: You may have covered this on the earlier occasion but let me just ensure that
I understand your position. There has been an issue raised as to why this special agency should
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be set up to receive all this data, this suspicious information, as opposed to the RCMP. The
RCMP has a great amount of information, as we have found out over the years, and there are
exceptions, but, by and large, the citizenry tends to feel not so nervous about all this sensitive
information being in the hands of the RCMP, whereas there is more concern and fear that
these fundamental rights will be violated and breached in the hands of this new agency.
I should like to know once and for all what your position is. I know you do not want to change
it and I know you feel it is the right position, and that is fine. I just wish to hear the reasons.
The Chairman: We have gone over this ground at least five times, senator. Representatives of
the RCMP were here when you were here and said they did not want to take the responsibility
because it would end up being abused.
Senator Angus: Is that going to be the official answer, senator? I have always liked your
answers, we think alike on so many things, but it would not take long. It is my last question.
Mr. Cullen: I will start off by saying that there are tradeoffs in everything we do, but one of
the clear advantages of having the centre is that it acts as somewhat of a filter. It really
addresses some concerns that have been raised by you and others that information by itself that
is reported should not necessarily trigger a ground for suspicion. It triggers recording of the
information, against which other corroborative information is matched, and only in the case
where there are further grounds for suspicion would that information be forwarded to the
RCMP.
In a sense, I believe it protects citizens from having information go directly to the RCMP.
Even though I have confidence in the RCMP, I personally would feel that if frivolous
information were being reported to the centre and there was no other corroborative
information, then that is where it would end. It would not go further. In any regime, there are
pluses and minuses. I feel that is a pretty compelling advantage.
Mr. Lalonde: Mr. Cohen has given a very good explanation as to why it was advantageous to
have this function set up in a separate agency and at arm's length from law enforcement. I will
not go over that territory but will say simply that there are very good Charter reasons why that
is so.
We have also indicated to the committee that, even if you set aside Charter concerns and
personal privacy concerns, the cost savings of merging that activity within another agency
would be minimal.
Senator Tkachuk: The letter was sent to the chairman from Mr. Peterson; do you know
whether he would be willing to make changes in the letter?
We have some additional concerns. We appreciate the fact that he is willing to make
amendments so quickly. I, along with those on this side, do not understand why the changes
cannot be made now, but let us put that aside for a moment.
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Senator Kelleher has concerns under clauses 63 and 64 on client-solicitor privilege, under
clause 85 under access to information, and also about the review process of the bill. We have
tried to raise these points with the witnesses during our meetings. Do you know if Mr.
Peterson would be willing to add that as part of the process, or is this it?
Mr. Cullen: Minister Peterson has attempted to respond in a positive, concrete and
constructive way to the concerns raised by senators and other witnesses who came to this
body. At this point, I do not think he would be in a position to expand further on this letter.
Senator Tkachuk: Did this letter come about because the minister and his officials were
listening to the witnesses and they said, "Oh, these are the items"? Or was there a whole list of
items from which he decided?
These were not the only concerns raised. Many concerns were raised, some of which I have
indicated and some of which we explored previously during these meetings. Those were larger
matters than the ones addressed here by the minister.
The Chairman: I hear where you are going and obviously you are free to go wherever you
like, but my understanding was that you folks would not accept a letter of any kind. That is
why we worked out a letter that was acceptable to us to show to you. You had told me that
nothing less than regular amendments would do and that letters were not acceptable. You are
catching me unaware here.
Senator Tkachuk: There are two issues here. You had asked whether we would accept a
letter. Of course, over the last seven years while I have been here, there have been many letters
and nothing has ever happened.
The Chairman: I am not disagreeing with you. I am not suggesting you should accept it.
Senator Tkachuk: I am just saying that this letter caught us by surprise because it is unique.
This letter promised, at the earliest possible time, to entertain and pass amendments in the
other place. We do not get those kinds of letters. That is the letter I was talking about.
The Chairman: Would you reconsider your position? Would you accept a letter?
Senator Tkachuk: We would like to caucus for a minute, but our view would likely be that
we would entertain the acceptance of this letter. That is why I am asking whether it is possible
to have a couple of extra items included to cover the concerns that arose on this side. Some of
the concerns on your side have been addressed here.
The Chairman: I wish you had told me that a couple of days ago, because we could have
tried to work things out.
Senator Oliver: This is not the minister's letter? It is your letter that you wrote up?
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The Chairman: Senator Oliver, I find that a very inappropriate and silly remark. It is not the
letter that we wrote. It is the letter we ended up accepting.
Senator Oliver: That is not what you said earlier. The transcript will show what you said,
senator, with all due respect. You do not have to shout at me.
Senator Tkachuk: While they talk, may we speak, Mr. Cullen?
Mr. Cullen: I should like to say that Minister Peterson is aware. He has been following,
through staff and personally, the deliberations of this committee and the House of Commons
committee. He is aware of the range of issues and concerns. At this point in time, these are the
four issues that he is prepared to address in a letter. That is basically his position. He is aware
of other concerns but, at this point, this is the extent to which he is prepared to respond.
Senator Tkachuk: I want to make it clear and it is on record that when I was asked about a
letter, what came to mind immediately was the usual letter received from a minister saying that
certain things will be done, but nothing ever gets done. I have an example here regarding Bill
C-78. Meetings were supposed to take place. A new minister came in and refused to hold the
meetings. Nothing ever happened.
When this letter hit our desks, it was quite interesting because of the undertaking here to
introduce amendments. We were quite pleasantly surprised. We want to know whether there is
any chance that Minister Peterson could appear so that we could request the inclusion of a
couple of items also.
We support the substance and the principle of the bill. We have some serious concerns that we
want to see addressed, but we will be cooperative in dealing with this matter.
The Chairman: We should excuse the witness and discuss it. As far as I know, we must deal
with it today.
Senator Tkachuk: We can do what we want, Chair.
The Chairman: Of course, you can.
Senator Tkachuk: You can, too.
The Chairman: I understand.
Senator Oliver: Some of the proposed amendments in the letter that was sent to Chairman
Kolber are fundamental in nature. My question is this: If this bill were passed, is the minister
prepared to hold up proclamation until such time as these amendments can be made?
Mr. Cullen: Honourable senators, I can say that we certainly could discuss delaying
proclamation of certain clauses over the next little while.
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Senator Tkachuk: Is that up to and including the time of the amendments, say December 31
of this year? That would give you time, if the amendments were done. Does that seem
reasonable?
Mr. Cullen: Yes.
Senator Tkachuk: Which particular clauses?
Mr. Cullen: It depends. This is something new for me and I do not have the mandate to
commit the minister to any particular clauses.
The Chairman: You cannot make that kind of an undertaking?
Mr. Cullen: No.
Senator Tkachuk: He just did.
The Chairman: Frankly, I do not know how he could do that.
Senator Meighen: He is a member of Parliament.
Mr. Cullen: Just for the record, Mr. Chairman, we would be prepared to consider delaying
proclamation of certain clauses. That is all I can say. I am not the minister.
Senator Tkachuk: Could we have that answer by, say, Wednesday of next week?
Senator Meighen: That would be quite a good compromise when you think of it. We have
done that with the bankruptcy bill and with some other money bills.
Senator Tkachuk: Mr. Cullen seems to be open to that discussion. It is good that we knew
this before our discussion took place.
Mr. Cullen: To elaborate, it is something that could be discussed.
Senator Tkachuk: We understand.
Mr. Cullen: We would like to see the legislation.
Senator Tkachuk: We understand that, too.
The Chairman: I thank the witnesses for their time today.
Senator Tkachuk: Mr. Chairman, could we have five minutes to caucus by ourselves on this
letter?
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The Chairman: We can take a recess, of course. However, we will proceed to clause-byclause consideration when we return.
Senator Tkachuk: If we do that, then there is no use talking about anything -- no letter, no
nothing.
The Chairman: The letter will be appended to the report.
Senator Tkachuk: With no possibility that some of our concerns would be included in the
letter?
Mr. Cullen: Mr. Chairman, I think I said clearly that Minister Peterson is not prepared to go
beyond the letter at this point.
Senator Tkachuk: You made that commitment for him. At the same time you said other things.
Mr. Cullen: I happen to know, because I have discussed that particular matter with him.
Senator Tkachuk: Would you be willing to take up the matter with him about holding up
particular clauses?
Mr. Cullen: If the bill is passed, we could consider delaying proclamation of certain clauses.
We could have a look at it. That is what I committed to.
Senator Tkachuk: Would it be possible that you could have that decision to us by next
Tuesday or Wednesday and then we could do clause-by-clause consideration knowing that that
was going to happen?
Mr. Cullen: I do not think that is possible. It is a matter that could be considered in
discussions over the summer, but not before then.
Senator Tkachuk: It seems very strange that concerns of the government members were met,
but when our concerns come up, short shrift is given.
Senator Kroft: That is not fair at all.
Senator Tkachuk: Senator Kroft, tell me what is fair.
Senator Kroft: That is not accurate.
Senator Tkachuk: Tell me what is accurate, then.
Senator Kroft: The amendment about the Privacy Commissioner was an amendment
expressed from all sides of this table. Those issues were expressed as concerns generally
around the table. They are not identified one way or the other.
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Senator Tkachuk: We have a number of amendments.
Senator Kroft: Was that issue not a concern of yours?
Senator Tkachuk: Of course.
Senator Kroft: How can you say your interests are not expressed in the letter?
Senator Meighen: Other concerns are not.
Senator Tkachuk: I said concerns that we had, Senator Kroft.
Is it possible to have a recess?
Senator Grafstein: Mr. Chairman, could I have one or two minutes to comment on this? I did
not mean to speak, but Mr. Cullen is gone and one of the reasons I am interested in this bill is
that I am vice-chairman of the economic committee of the OSCE. To deal with international
money laundering was a major initiative by the OSCE, which Canada supported. Mr. Cullen
led in making sure that that was an issue. Quite frankly, the evidence we heard at the
international meetings is that this is an epidemic issue and the sooner we can close whatever
doors we can, the better.
I have come here to satisfy myself on the privacy questions and I received good satisfaction.
The key is to get things going as quickly as possible, not to delay. The fastest it can be
proclaimed, even the three quarters of bill that is satisfactory, the better it is for the interests of
Canada. We have an international reputation that can be enhanced by this bill. I say that not as
a member of the committee but as a representative of the OSCE and a vice- chairman of the
economic committee, which puts this at a key international priority.
The Chairman: We will recess for five minutes.
The committee recessed.
Upon resuming.
The Chairman: Honourable senators, we appear to have reached a compromise. We will
report the bill as drawn with the letter attached. We will also put wording in the report
indicating that both sides are suggesting that three more amendments are necessary. We are
suggesting them. We cannot bind anyone. The amendments are things that you guys have
drawn up. We will go along with them, and they will be in the report.
Senator Kroft: We will say "generally as expressed." We are not trying to tie it down to
specific wording.
Senator Meighen: The three areas are solicitor-client privilege, regulations, and the review in
three years instead of five.
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The Chairman: Now that it is on the record, does everyone agree?
Senator Tkachuk: I have copies of those. You will have to draw them in the proper form.
The Chairman: We are making the request that these be considered seriously.
Senator Kroft: We want to make it clear that the committee collectively recommends those
items.
The Chairman: We recommend that these changes be added.
Senator Meighen: Generally as expressed.
Senator Tkachuk: We have our amendments, and you can draw the wording.
The Chairman: Do the witnesses have a problem with this?
Senator Tkachuk: We understand it is not exactly the wording of the amendment, but all we
have is the amendment, so those observations must be drawn.
The Chairman: Would you make the motion?
Senator Kroft: I move that the committee complete clause-by-clause consideration of Bill C22. Must the reference to the letter be included? I would include in the motion that the bill
stands unamended but accompanied by the letter from the minister, together with observations
agreed upon by the committee.
The Chairman: By the entire committee.
Senator Kroft: By the entire committee on an additional three subjects.
Senator Meighen: As generally set forth.
Senator Kroft: As generally set forth. The report that we have agreed on is that the act goes
unamended accompanied by the letter. The letter is a commitment by the government, so it is
the bill plus the letter.
The Chairman: There are three recommendations.
Senator Meighen: The committee recommends, in addition to the minister's letter, three
further recommended amendments to the act.
Senator Oliver: What about proclamation?
The Chairman: We cannot get into that.
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Senator Kroft: The question has been raised, but with the letter plus these additional
amendments, we know we are trying to strike a balance here. We could go through a great deal
looking for perfection, but in fact we have a bill with which we are all comfortable.
Senator Meighen: He is committed to considering it. If he does not want to do it, he will not.
Senator Fitzpatrick: He said he would take the proclamation back for consideration and
advice.
The Chairman: All those in favour of the motion?
Hon. Senators: Agreed.
The Chairman: Carried. Thank you, senators.
The committee adjourned.

June 15, 2000 [Senate]
Hon. E. Leo Kolber, Chair of the Standing Senate Committee on Banking, Trade and
Commerce, presented the following report:
Thursday, June 15, 2000
The Standing Senate Committee on Banking, Trade and Commerce has the honour to present
its
SIXTH REPORT
Your Committee, to which was referred the Bill C-22, An Act to facilitate combatting the
laundering of proceeds of crime, to establish the Financial Transactions and Reports Analysis
Centre of Canada and to amend and repeal certain Acts in consequence, has examined the said
Bill in obedience to its Order of Reference dated Thursday, May 18, 2000, and now reports the
same without amendment, but with a letter and observations, which are appended to this
report.
Respectfully submitted,
E. LEO KOLBER, Chairman
(For text of documents, see today's Journals of the Senate, Appendix , p. 724.)
The Hon. the Speaker: Honourable senators, when shall this bill be read the third time?
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On motion of Senator Hays, bill placed on the Orders of the Day for third reading at the next
sitting of the Senate.

June 19, 2000 [Sentate]
Hon. Richard H. Kroft moved the third reading of Bill C-22, to facilitate combatting the
laundering of proceeds of crime, to establish the Financial Transactions and Reports Analysis
Centre of Canada and to amend and repeal certain Acts in consequence.
He said: Honourable senators, I spoke at some length on second reading of this bill and will,
therefore, keep my remarks this evening as brief as possible.
This bill strengthens the existing Proceeds of Crime (money laundering) Act by adding new
measures to improve the detection and deterrence of money laundering in Canada. Passage of
this bill will not only assist Canadian law enforcement in its fight against organized crime and
money laundering, but will allow Canada to be an equal participant in international efforts to
combat these serious problems.
While Canada has had the building blocks of its anti-money laundering program in place for
some time, the measures contained in Bill C-22 will bring Canada into line with international
anti-money laundering standards around the world.
In summary, Bill C-22 provides for mandatory reporting of suspicious and prescribed
transactions, reporting of large cross-border movements of currency, and the establishment of
an independent anti-money laundering agency that will receive these reports and other
information.
In implementing mandatory reporting of suspicious transactions, which I point out is a
cornerstone of anti-money laundering systems around the world, Canada will, with the passage
of this bill, join the other 26 members of the Financial Action Task Force that have put this
measure into place. When international comparisons are made, however, the legislation being
debated today is distinguished by the strength and extent of the privacy protections it contains.
I have referred briefly to the fact that this legislation will address the needs of law enforcement
while at the same time providing considerable privacy protections. I am pleased to add that the
committee devoted considerable time and energy during the course of its study of Bill C-22 to
ensuring that a proper balance was struck in the legislation between these two important
objectives. Honourable senators, I believe that such a balance has, indeed, been achieved.
I should like to take a moment to outline some of the privacy protections contained in Bill C22. In the first place, reports mandated by the bill will be sent to the new centre for analysis
and not directly to the police. The centre will be an independent body operating at arm's length
from law enforcement and other agencies entitled to receive information under the bill. I wish
to make it clear that the centre cannot disclose just any information to authorities. The centre
can disclose only limited key identifying information, such as the name of the client, the
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account number, the amount involved and other details of the transaction. Information as to
why a particular transaction is suspected of being linked to money laundering cannot be
released. Only if the centre, on the basis of its own analysis, has reasonable grounds to suspect
that certain information would be relevant to both a money laundering investigation or
prosecution and a tax evasion offence can it disclose the information to revenue authorities.
If the police want additional information, they will have to obtain a court order specifying
what information or documents they want. I should point out that the centre will not be subject
to subpoenas except for money laundering investigations and prosecutions.
Honourable senators, it is important to understand that these safeguards are backed up by
criminal penalties for any unauthorized use or disclosure of personal information under the
centre's control. In addition, the centre will be subject to the federal Privacy Act and its
protections, which means that its operations will come under the watchful eye of the Privacy
Commissioner. It also means that individuals have rights under the Privacy Act with respect to
the information the centre has about them.
(2210)
Honourable senators, I have said that the committee devoted much attention and effort to
assuring that a balance was struck in the bill between the necessary and legitimate law
enforcement requirements of the bill and the need to protect the personal rights of Canadians.
This was a preoccupation of every member of our committee, and I wish to thank all
honourable senators for their cooperation.
As a result of our efforts, we gained the agreement of the Secretary of State for International
Financial Institutions, the Honourable Jim Peterson, that certain changes should be made to
enhance individual protection in some areas. We received from the minister a detailed letter
dealing with four specific areas that set out the actual language for amendments the
government agreed should be made. This letter, which contains an undertaking to introduce
those amendments as soon as possible in the fall, forms part of our report.
In addition, the report contains three other amendments that the committee unanimously
recommends the government consider while making the agreed-to changes.
With today's globalized financial markets and open borders, criminals have the opportunity to
launder billions of dollars in illegal profits. The bill before us targets the financial rewards of
this criminal activity by creating a balanced and effective reporting regime. It also protects the
integrity of our financial system and enables Canada to meet its international obligations while
at the same time protecting individual privacy.
With the passage of Bill C-22, we will now have an effective anti-money laundering scheme in
place to help ensure that Canada is an equal participant in the international fight against money
laundering.
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Honourable senators, I strongly believe that the Senate, drawing on the commitment of all
sides, has done excellent work on this bill and has served Canadians well. I urge you to join
me in supporting it.
Hon. John Lynch-Staunton (Leader of the Opposition): Honourable senators, I should like
to ask the honourable senator a question. I am intrigued by the report of the committee, as it
recommends three specific amendments, which, I gather, were supported unanimously by the
committee. The minister, in his letter, seems to concur. Why did the committee not attach the
amendments to the bill in order that we might pass them here and have them ready for the
House when it returns in September?
It is all very well for the minister to say, "I will do my best in the fall," but he is at the mercy
of the House leader and this matter may not be the priority of his House leader when the
House returns.
Senator Kroft: The unanimous acceptance and judgment of the committee was that the
international urgency for the completion of this legislation was such that the procedure we
followed was acceptable. That was the unanimous concurrence of the committee.
Senator Lynch-Staunton: My question is not whether the procedure was acceptable. Why
were these amendments not included in your report to this chamber so that we could improve
the bill ourselves and then send it to the House for them to ratify in the fall?
These improvements, from my reading, will take much longer to achieve, since the House will
have to entertain them in the fall when they return, alongside other legislation, and I fear this
may not be one of their priorities. The amendments will take much longer to become law than
if you had included the amendments with the bill when you reported to this chamber.
Senator Kroft: As I pointed out, Canada was the last country to have joined into this
legislation. The judgment of the government, with which the committee members concurred,
was that any further delay would be unreasonable. Thus, the passage of the bill now, in view
of completing our obligations and having them fall into place over the coming months was
seen as, on balance, the appropriate way to deal with this. That was especially so when
coupled with the commitment not to review the bill but to have the specifically worded
commitments that have been included in the report.
Senator Lynch-Staunton: I will not prolong this, except to say that honourable senators are
being asked to pass legislation that committee members know is incomplete.
On motion of Senator Kinsella, for Senator Tkachuk, debate adjourned.

June 22, 2000 [Senate]
On the Order:
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Resuming debate on the motion of the Honourable Senator Kroft, seconded by the Honourable
Senator Wiebe, for the third reading of Bill C-22, to facilitate combatting the laundering of
proceeds of crime, to establish the Financial Transactions and Reports Analysis Centre of
Canada and to amend and repeal certain Acts in consequence.
Hon. James F. Kelleher: Honourable senators, I should like to speak briefly to Bill C-22. As
my honourable colleagues have mentioned, we on this side of the chamber support the intent
of this bill. Money laundering is a serious problem, both here and around the world. Canada
must take all reasonable steps to address this issue.
However, while we support the intent of this legislation, we are not as supportive of some of
its provisions. My colleagues have already spoken about some of the issues that concern those
of us on this side of the chamber and that concerned all members of the committee that studied
the bill.
As my colleagues have already mentioned, we have received a written commitment by the
minister to introduce amending legislation at the first available opportunity in the fall of this
year. Rest assured that we have every intention of holding him to this commitment.
We trust that he and his officials at the Department of Finance will also give very serious
consideration to the unanimous recommendations made by the committee. It is to these
recommendations that I should now like to turn my attention.
Honourable senators, we on the committee are very concerned by the powers given in this bill
to allow representatives of the new money laundering centre to enter into and search the files
in a lawyer's office without first obtaining a warrant. I believe that all of us here in this
chamber, lawyers and non-lawyers alike, recognize and appreciate the sanctity of the
relationship between a lawyer and his client.
When clients retains a lawyer, they have an expectation that they can share all manner of
personal and private information with their lawyer, without fear that strangers will have access
to this information. We are not aware of any similar legislation in other countries, legislation
that allows this type of intrusion, nor are we aware of other legislation in this country that
permits access to the files of lawyers without a warrant. We can think of no good reason, nor
were we provided with one, why an exception should be made in this case.
The second issue that I should like to address is the inadequacy of the review provisions in the
bill. Senator Tkachuk will touch upon that issue in his remarks. Senator Meighen discussed it
at length in the committee.
As written, the bill provides for a one-time review after five years. The committee has
recommended to the minister that it would be much more appropriate to have an initial review
after three years and subsequent reviews every five years thereafter. For example, this bill will
create a new money laundering centre that will have sweeping powers to collect vast amounts
of personal and private information about mostly innocent Canadians. In order to ensure that
the new centre is operating efficiently and that the private information of Canadians is being
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managed effectively, it was the unanimous view of the committee that the legislation be
subjected to a more rigorous review schedule than that which is required of less intrusive
pieces of legislation.
This, by the government's own admission, is an imperfect piece of legislation. Rather than
amend the bill now and wait a few short months to have it sent back to the other place, the
government has made it clear that it will pass the bill now without amendment. We do not
support this approach. We believe we should get this bill right the first time, especially since
there is agreement on both sides of this chamber that the bill needs to be amended. We should
not be leaving to chance and the vagaries of the fall schedule that which should be fixed now.
Therefore, on behalf of most of the senators on this side of the chamber, I repeat my earlier
assertion: We will be vigilant in ensuring that the government keep its word and introduce
legislation to amend the proposed legislation as soon as possible after the House of Commons
and Senate resume sitting in the fall.
Hon. David Tkachuk: Honourable senators, it was a pleasure having Senator Kelleher on the
committee during our study of Bill C-22. He was, of course, the minister in the government of
Brian Mulroney responsible for introducing legislation to counter money laundering in this
country.
As honourable senators may be aware, Bill C-22 received little attention in the other place. In
fact, a mere two committee meetings were held, a number of minor amendments were raised
and defeated, and the bill was speedily sent to our chamber. We gave it serious scrutiny. We
held four quite lengthy meetings, hearing a number of witnesses, culminating with the
testimony of Mr. Roy Cullen, the Parliamentary Secretary to the Minister of Finance.
Honourable senators, we on the Conservative side support the public intent of this legislation
and have gone on record at second reading saying so. We do, however, have some concerns
that could have been rectified with amendments to improve this legislation.
Immediately before our last committee meeting on June 14, we received a letter from Minister
Peterson, Secretary of State for International Financial Institutions, that outlined the
amendments he intended to bring to Bill C-22 this fall.
I reiterate that this bill passed the House in two committee meetings, with no amendments.
The letter that we received is quite unprecedented. It actually outlines how specific clauses
would be amended, and was in direct response to concerns expressed during our committee
meetings. I might add that the amendments spoken of in the minister's letter were ones wanted
by members on both sides. We were quite surprised that the minister sent this letter.
(1530)
I understand my colleague across the way, Senator Kroft, had a response to why these
amendments could not be passed now — he mentioned that in his speech — rather than
waiting for the government to table an entirely new bill that would amend this bill.
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We also had other concerns that we wished to bring forth to the minister. We figured that
while he is making these amendments in the fall — which he has promised to do — that he
might as well include a number of amendments that we wish to have included in the bill as
well.
Our problem was initially, when we were asked about the letter, a general mistrust. We have
received from ministers a number of letters attached to reports and, frankly, nothing happens. I
remember a letter from Minister Massé on Bill C-78 last June where he promised to take
whatever measures were necessary to ensure that discussions with employee and pensioner
representatives were re-established. We remember that letter. Of course, the government
shuffled ministers. Minister Robillard is there now and she says, "We shall not meet with
anyone."
We do not have a lot of faith in these letters, but this was an interesting one because it outlined
in specific terms the actual amendments that they wished to place in the bill. This is strange
considering they have a new bill and they have amendments, but they do not want to make
them right now.
We had tried to have amendments made during the committee. We asked and were told in
explicit terms that there would be no amendments considered. Mr. Cullen told us that there
would be no changes to the letter. We agreed to disagree, but we did, at least, unanimously
agree to place three of our concerns into the report and recommend that they be placed
together with the other amendments that the minister was promising in the fall. We expect to
follow the minister's intent.
I will not read the letter of June 14, 2000, but I will place on the record that the minister
wished to bring forth amendments. One would add a new subparagraph to subclause 64(9) in
regard to some of the concerns we had and Senator Kelleher had, but it did not adequately
address them. As well, there were a number of amendments to clause 61 and subclause 54(d).
Senators should refer to the letter attached to the report so that we ensure that we keep the
minister in place in the fall session.
We had a number of opportunities to do something important for the Senate. We had the
minister of the Crown saying that we needed to make amendments to his bill. Concerns were
expressed by both sides of the chamber with which the minister agreed. Concerns were
expressed by us with which government members agreed.
What is the rush, honourable senators? Senator Kroft mentioned in his speech that this bill is
necessary. How many times have we heard that comment about a bill?
I remember a bill in which I was involved, the CPP bill. It had to be passed by Christmas
because the administration and the board of directors had to be set up. The people of Canada
were waiting. As it happened, the board of directors was not appointed for two years.
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I know what will happen with this particular bill. Nothing will be done in the summer. There
will not be a bureaucrat working in Ottawa this summer. We all know that.
Senator Fairbairn: Nonsense!
Senator Robichaud (Saint-Louis-de-Kent): Senators will not be here either.
Senator Tkachuk: Senators will not be here; that is correct.
Senator Cools: That is not so. Some of us will be here.
Senator Finestone: Have a little respect for the people who work around here.
Senator Tkachuk: I do have respect for the people who work here. I am telling honourable
senators that nothing will happen with this bill until September or October of this year. We all
know that. There is no reason we could not have had these amendments made now, sent back
to the House, reported back to Parliament in the fall, and dealt with in an appropriate manner.
We did work well together, despite the criticisms that I am making here today. We do have
some frustration due to our numbers. I am expressing that frustration and I will continue to
express that frustration until we believe that we have full agreement. The executive branch of
government is telling us that we do not have the right to do this. This is something that we all
wanted to do as a chamber and we all wanted to do as a Parliament.
Here we are complaining about the fact that in the financial services legislation, and in Bill C20, the Senate is excluded. I wonder why. When we have an opportunity to make a difference,
we do not.
Senator Oliver: Just like the clarity bill!
Senator Tkachuk: Why should we not be excluded? The clarity bill is here. We all want to
make amendments to it. We will see how many senators on the other side get up to make them
and then complain that they are excluded. We are either a chamber of Parliament or not a
chamber of Parliament. If we continue to behave in a way unlike a full chamber of Parliament,
then we have no one to blame but ourselves for what the other place is doing to us.
Honourable senators, Bill C-22 is a good example of a situation where we could have made a
difference. We could have moved amendments. We could have sent it back to the House, but
we did not make any amendments. We only got promises from the minister. We know what
shall happen in the fall.
Senator Robichaud (Saint-Louis-de-Kent): You have a commitment from the minister that
there will be amendments.
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Senator Tkachuk: I have a letter here and others in my office indicating that nothing has
happened. Honourable senators know that we will have to hold their feet to the fire. We had
the opportunity and we did not act upon it.
Honourable senators, even though we have unanimous consent to some amendments, we shall
probably report this bill on division.
Hon. Donald H. Oliver: Honourable senators, I wish to add a few remarks to those already
made by Senators Kelleher and Tkachuk on Bill C-22.
I am concerned about the process that we have been forced to follow in relation to the exercise
of our duties as a body of sober second thought. We studied a bill and it was found to be
wanting. It urgently needed amendments, but we have been urged not to use our powers to do
what is right.
I am reminded that when amendments to the Canada Elections Act were before us, on two
occasions I rose in this chamber to express concern about the constitutionality of the thirdparty provisions of that bill. I stated it was my opinion that the provisions as listed would not
withstand the constitutional challenge.
Less than two weeks after the Canada Elections Act received Royal Assent and was
proclaimed, I read in the newspapers that a constitutional challenge had been launched in the
courts. It is, regretfully, my opinion that the challenge will likely succeed.
Honourable senators, we rushed through a bill and we did not get it right. If the Chief Electoral
Officer has to suspend provisions relating to third parties for the next election, as he has in the
past, this will mean havoc for candidates and parties.
Honourable senators, I have exactly the same concerns with Bill C-22. As you have heard
from Senators Tkachuk, Kroft and others, the Standing Senate Committee on Banking, Trade
and Commerce conducted a detailed examination of this bill, heard several witnesses and, as a
result of what they said and what we heard, we were moved to make several amendments. The
government did not want any amendments but said in a letter that it will bring in amendments
in the fall if we agree to pass the bill now.
Honourable senators, why do we not get it right now?
Throughout the hearings on Bill C-22, I raised several concerns with many of the witnesses,
the chief of which was whether the money laundering bill as drafted was constitutional. I had
substantial support for my concerns from the Canadian Bar submission, in which they said:
Bill C-22 imposes significantly intrusive regulations upon businesses, financial institutions
and professionals, including the legal profession, to the extent that we believe it may be ultra
vires of Parliament.
(1540)
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The Canadian Bar Association recognized that the federal government may rely on the
criminal law power for constitutional jurisdiction for Bill C-22. However, they believe, and I
concur, that the bill could be interpreted as intruding upon the legislative jurisdiction of the
provinces as property and civil rights and administration of justice within the provisions of
section 92 of the Constitution Act, 1867.
As Senator Kelleher has aptly pointed out, there may also be major faults that could give rise
to a successful Charter challenge. For instance, the provisions in the bill would mandate record
keeping by lawyers and other professionals, and then authorize what can easily be construed as
unreasonable search and seizure, offending clients under section 8 of the Charter of Rights and
Freedoms.
The final concern that I canvassed with the Canadian Bar Association and other witnesses,
including senior bureaucrats, was that the bill eroded the basic rights of Canadian citizens not
to provide private information to the state and the right to independent and confidential legal
representation under the Canadian Bill of Rights and under sections 7 and 11(d) of the Charter
of Rights and Freedoms.
As a practising lawyer, the entire issue about confidentiality of clients' information is, of
course, a major concern. The requirement of Bill C-22 would fundamentally alter the
foundation of the solicitor-client relationship, which is premised upon the protection of both
privilege and confidentiality. Confidentiality is an ethical concern that lawyers must address.
As the Canadian Bar Association said, the importance of privilege and confidentiality has long
been recognized in law and is central to the rules of professional conduct governing lawyers.
Clients must be able to seek the assistance of a lawyer knowing that the information they
communicate will remain with the lawyer and go no further. Uncertainty in the integrity of the
privilege or confidentiality will create uncertainty in and undermine the solicitor-client
relationship.
Honourable senators, these principles are so fundamental that they should be corrected now
before the bill receives Royal Assent and certainly before the bill is proclaimed. I am
concerned that there should be no proclamation of the offending clauses of this bill until such
time as the government can bring forward the amendments it has promised us in writing.
I raised this matter with Mr. Cullen, the Parliamentary Secretary to the minister, when I said:
...if this bill were passed, is the minister prepared to hold up proclamation until such time as
these amendments can be made?
Mr. Cullen responded as follows:
Honourable senators, I can say that we certainly could discuss delaying proclamation of
certain clauses over the next little while.
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Honourable senators, I call upon the Leader of the Government in the Senate, the Honourable
Bernard Boudreau, to ensure that Mr. Cullen's undertaking is met and that these offending
sections be delayed until the amendments recommended in the Banking Committee report to
this chamber have passed both Houses and receive Royal Assent.
A final comment I should like to make about Bill C-22 that causes me grave personal concern
is the fact of the low threshold of $10,000 and the discretion given to bureaucrats in
determining what is a suspicious circumstance. I raised with the departmental lawyer, Mr.
Cohen, who appeared before the committee, the issue of whether this could be yet another way
of perpetuating ethnic stereotyping. If, for instance, a person were to walk into a financial
institution covered by Bill C-22 with, say, $9,000 in cash, having just come back from Nigeria,
Jamaica or a place in India, being a person of a visible minority, certainly that to many
bureaucrats would be a "suspicious circumstance." Mr. Cohen said in response to my question,
inter alia:
I do not know how to answer the question about whether bank tellers or others will participate
in a way that is fostering a system based on systemic racism. There are two levels of intake for
the information before it gets anywhere where any significant damage can be caused...It
goes...to the Financial Transactions and Reports Analysis Centre. Thus, there is a second,
professional vetting of the information before it can make its way over to law enforcement.
I raise this issue, honourable senators, as something that we should all be watching for to
ensure that there is no further denigration in the principle of diversity that is so important to us
in Canada as a nation. This legislation as presently drafted opens the door to all kinds of
potential abuse and damage to individuals. I make these remarks as a caution to all senators to
be on the look out.
With these brief remarks, honourable senators, it is my hope that, at an appropriate time, we
will have another look at our role as a body of sober second thought. If legislation is wanting
and in need of amendments, why do we not have the courage to amend it and do the right
thing? Is this not what is meant by the oath we took when we arrived here?
The Hon. the Speaker pro tempore: Honourable senators, is it your pleasure to adopt the
motion?
Some Hon. Senators: Agreed.
Some Hon. Senators: On division.
Motion agreed to and bill read third time and passed, on division.
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June 29, 2000 [House of Commons]

I have the honour to inform the House that when the House did attend the Deputy to Her
Excellency the Governor General in the Senate chamber, His Honour was pleased to give, in
Her Majesty's name, the royal assent to the following bills:
…
Bill C-22, an act to facilitate combating the laundering of proceeds of crime, to establish the
Financial Transactions and Reports Analysis Centre of Canada and to amend and repeal
certain acts in consequence—Chapter No. 17.
…
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Appendix B
Amendments to the Proceeds of Crime (Money Laundering) and
Terrorist Financing Act, S.C. 2000, c. 17
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An Act Respecting Genocide, Crimes Against Humanity And War Crimes And To Implement
The Rome Statute Of The International Criminal Court, And To Make Consequential
Amendments To Other Acts, S.C. 2000, c. 24 (Bill C-19)
Citation

2000, c. 24

Royal Assent

June 29, 2001

Provisions
Amended

2

Hansard

April 6, 2000 [House of Commons]
Hon. Lloyd Axworthy (Minister of Foreign Affairs, Lib.)
...The act will enable Canada to surrender persons sought by the International Criminal Court
for genocide or war crimes. The person who is the subject of a request for surrender by the
court would not be able to claim immunity from arrest or surrender.
The act will also ensure that those who possess or launder the proceeds from war crimes can
be prosecuted. Money obtained from forfeited assets and the enforcement of fines will be paid
into a crimes against humanity fund for the benefit of all victims of these serious war crimes.
I hope the bill we are debating today can very quickly be put into the standing committee so
we can invite the full participation of all Canadians. Let us have a serious debate, because this
is one of the historic steps forward this country is taking in implementing a new legal order.
We must move forward so that we can affirm very clearly Canada's commitment to ensuring
that the world's worst criminals do not escape justice.
…
April 14, 2000 [House of Commons]
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC)
Madam Speaker, I am pleased today to be able to speak to Bill C-19, an act respecting
genocide, crimes against humanity and war crimes and to implement the Rome Statute of the
International Criminal Court, and to make consequential amendments to other acts.
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The Progressive Conservative Party supports and applauds this excellent initiative by the
Minister of Foreign Affairs. The purpose of Bill C-19 is to implement Canada's obligations
under the Rome Statute, which was adopted on July 17, 1998 by the United Nations
Diplomatic Conference of Plenipotentiaries on the Establishment of an International Criminal
Court.
As has been previously mentioned, this piece of legislation forces us to examine some very
disturbing matters throughout the world and oftentimes within our own borders.
Once the ICC has been set up it will be the first permanent international court empowered to
investigate the most serious of crimes under international law. These include genocide, crimes
against humanity and war crimes. We can all be assured that although Canada is showing great
leadership by making sure that war criminals will be prosecuted and punished for their awful
crimes against humanity during a war, there is more that we can and must do. The legislation
lays the groundwork to empower those officials within our borders to do just that.
Too many lives have been taken. It is time for the international community to work together to
ensure that something is done to provoke positive change in this area to bring about greater
accountability and to bring to justice those individuals who have performed and partaken in
these atrocities.
Canada's leadership throughout the century has been one for which we can all be proud. With
Bill C-19 we have an opportunity to do more. Canada is one of many countries taking steps to
implement statutes within a framework of national and international systems of law.
Although six states have already ratified the statute, Fiji, Italy, San Marino, Senegal, Trinidad
and Tobago, in light of the legislative initiatives brought forward by the federal government
last December 10, the Conservative Party is glad to say that Canada is one of the first countries
to take overall comprehensive legislative steps to implement the Statute of Rome.
I again congratulate the minister for his efforts and his leadership in pursuit of justice for war
criminals, and certainly on behalf of victims.
According to justice department statistics, there are presently 400 people living within the
boundaries of Canada who have allegedly been involved in the commission of war crimes,
crimes against humanity or genocide. It is simply unacceptable that many war criminals are
able to live out their quiet lives here as if nothing had happened, as if nothing they had done
was wrong and escape prosecution for terrible atrocities.
Most of these individuals in question hail from the Balkans, Africa and Central or South
America. Canada must not ever become or be seen to be a safe haven for war criminals. In
response to this problem, Bill C-19 is a great achievement.
Sadly Canadians and the world will have to wait until the international community gets
together to implement a permanent institution that can have genuine and necessary judicial
capacity to fulfill the mission to address the problem.
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In the meantime we have witnessed the carnage in Kosovo, in Rwanda and in other countries
around the world, which makes this legislation all the more important and all the more timely.
Basically Bill C-19 would implement the Rome Statute and replace the current provisions in
the criminal code with respect to war crimes. It creates two kinds of offences: offences within
Canada and offences outside our borders. Offences within Canada are encompassed in clause 4
of the bill. Pursuant to clause 4, every person is guilty of an indictable offence who commits,
in Canada, genocide, a crime against humanity or war crimes.
These definitions provided for the three offences are based on those found in sections 6, 7 and
8 of the Rome Statute. This is in addition to the criminal code where a person, if convicted of
one of these offences, shall be sentenced to life imprisonment if the crime was committed
intentionally. Obviously there is the burden of proof on the crown. In any other case, a person
is liable to life imprisonment, a very serious and appropriate response.
These provisions would apply to conduct committed in Canada and permit Canada to either
prosecute these offences or extradite individuals to the country where the atrocities occurred
and face prosecution in those lands.
This is a great addition since it was extremely difficult for the justice department in the past to
prosecute war criminals who had taken refuge here as a result of the supreme court ruling, the
now very infamous and famous ruling of R v Finta. In that decision, many will recall that Imre
Finta, who was legally trained as a captain in the Royal Hungarian Gendarmerie was in
command of an investigative unit at Szeged during the second world war.
It is documented that during that time over 8,000 Jewish people were detained in a brickyard,
forcibly stripped of their valuables and deported to horrendous, dreadful conditions in a
concentration camp as part of the Nazi final solution. This order for execution, the final
solution, was on the gendarmerie and certain police forces to carry out.
After the war Mr. Finta fled to Canada. In the early 1990s the Canadian courts challenged the
respondent under the Canadian Criminal Code war crime provisions with unlawful
confinement, robbery, kidnapping and manslaughter of the victims at that horrible death camp.
In his client's defence, Mr. Finta's lawyer argued correctly that the defence of obedience to
superior orders and the peace officer's defence were available under the criminal code, which
was the case for members of the military or police forces in prosecutions for war crimes and
crimes against humanity.
These defences are weighed by the courts, subject to the manifest illegality test. This test
basically refers to defences that are not available when the orders in question are manifestly
unlawful. The burden of proof here relies very much on the qualification of the unlawful act.

May 4, 2000 [House of Commons]
Mr. Daniel Turp (Beauharnois—Salaberry, BQ)
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Mr. Speaker, I am pleased to rise on behalf of the Bloc Quebecois to speak to Bill C-19, an act
respecting genocide, crimes against humanity and war crimes and to implement the Rome
Statute of the International Criminal Court, and to make consequential amendments to other
Acts.
This is a bill of vital importance, not just for this House, but also for the international
community as a whole. The purpose of this bill is to implement the Rome statute of the
international criminal court, adopted on July 17, 1998 in Rome, after decades of debate and
deliberation on the appropriateness of creating an international criminal jurisdiction with the
authority to bring to justice those who have committed international crime.
The efforts of the international community finally came together in Rome in the summer of
1998, after repeated attempts had been made to agree upon an instrument to fight international
crime, be it war crimes, crimes against humanity or the crime of crimes, genocide.
...
As for Bill C-19, which I have examined closely, the short title is the Crimes Against
Humanity Act, a title which could be made much more rigorous by including a reference to
war crimes. This bill focuses on prosecuting war crimes, which are not included in the
definition of crimes against humanity, unlike the crime of genocide, which these crimes can be
considered to include…
...
The purpose of many of the bill's provisions is to ensure that certain obligations under the
Rome Statute for an International Criminal Court be given effect in Canadian domestic law.
There is, for example, the part concerning the proceeds of crime, clauses 27 to 29 of the bill.
There is also the part concerning the Crimes Against Humanity Fund. This fund, if my
memory serves me right, was established under the Rome Statute for an International Criminal
Court. It is designed to help the victims of crimes against humanity. It would give the Minister
of Public Works and Government Services in particular a chance to pay into this fund the net
proceeds from the disposition of any property and fines collected in relation to proceedings for
an offence under the Criminal Code.
By and large, this bill is a clear reflection of the obligations that will flow from Canada's
agreement to be bound to the Rome Statute and the Statute of the International Criminal Court.
…
June 13, 2000 [House of Commons]
Mr. Gurmant Grewal (Surrey Central, Canadian Alliance)
Mr. Speaker, I listened to the statement by the secretary of state with interest. Now I rise on
behalf of the Canadian Alliance as the official opposition chief critic for foreign affairs to
deliver our final answer to the government's proposed Bill C-19 that will fulfil Canada's
obligations in the establishment of the international criminal court. In my 40 minute speech in
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early April I highlighted our position. This bill and the code will deal with cases of genocide,
crimes against humanity and war crimes.
Canadians support this effort. We want the perpetrators of these heinous crimes to be brought
to justice. We support the codification of the crimes that this legislation formally creates. We
understand that no nation stands alone in the global arena. We must work with other countries
in assisting and ensuring that criminals, those monsters who have blood on their hands, are
held responsible and accountable for their crimes and that justice is served. This is a very
important justice issue. Criminals must be brought to account.
...
This bill is full of holes and may threaten our national security. The United States of America
is adopting strong legislation to deal with suspected war criminals and perpetrators of these
crimes. This may cause suspected criminals to use Canada as their hideout.
We are concerned that these suspects will try to join with organized crime and people
smuggler brethren already in Canada. Those undesirables are already here because of the
Liberal government's lax money laundering and illicit drug laws, and its flawed and broken
immigration and refugee system.
By the time the international community has completed work on the ICC, the Liberals will
have long forgotten about it. The Liberals will think they have washed their hands of it.
...
The Canadian Alliance will hold the Liberals responsible by voting against Bill C-19. It is too
bad. I hope there will be an election soon.
June 20, 2000 [Senate]
Hon. Peter A. Stollery
Honourable senators, I shall speak to second reading of Bill C-19, the Crimes Against
Humanity and War Crimes Act. It is a great privilege for me to speak about the merits of this
bill, for it is one that has import not only to Canadians but also to every individual of the
global community.
Bill C-19 has two purposes. First, it will strengthen the legislative foundation for criminal
prosecutions in Canada of genocide, crimes against humanity and war crimes; and, second, it
will implement in Canada the Rome Statute of the International Criminal Court. This will
allow Canada to join the other nations of the world that have already ratified the Rome Statute,
which was adopted by delegates of the Rome Diplomatic Conference on July 17, 1998. Once
60 countries have ratified the Rome Statute, a permanent international criminal court will be
created in the Hague that will hold individuals who commit the most offensive crimes
accountable for their acts.
...
The ICC will, I trust, prosecute the individuals who not only commit atrocities but those who
profit from the commission of these heinous acts as well. This will be accomplished through
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provisions in the article that provide that individuals who profit from or are in any way
complicit in the commission of genocide, war crimes or crimes against humanity would also
be subject to prosecution for their contribution to the commission of atrocities.
...
New offences would also be created to protect the administration of justice of the International
Criminal Court as well as the safety of judges, officials and witnesses. New proceeds of crime
offences and mechanisms to enforce the orders of the ICC for the restraint and forfeiture of
assets are created. Money obtained would be paid into the Crimes Against Humanity Fund,
established by the proposed legislation, and may be distributed to victims of offences under
the proposed legislation or to the ICC.
Bill C-19 includes offences to protect the integrity of the processes of the court and to protect
judges and officials of the ICC as well as witnesses. In particular, it includes offences of
obstructing justice, obstructing officials, bribery of judges and officials, perjury, fabricating or
giving contradictory evidence, and intimidation. Witnesses who have testified before the ICC
would be protected under the Criminal Code from retaliation against them or their families.
Bill C-19 would also ensure that the possession and laundering of proceeds from these new
offences would also be offences. This would ensure that proceeds for the worst criminal
offences, like genocide, crimes against humanity or war crimes located in Canada could be
restrained, seized or forfeited in much the same way as proceeds from other criminal offences
in Canada. The proposed legislation and the creation of the ICC demonstrate that Canadians
and human kind are hopefully progressing.
...

An Act to Amend the Proceeds of Crime (Money Laundering) Act (Bill S-16)
Citation

2001 c. 12

Royal Assent

June 14, 2001

Provisions
Amended

54, 55, 60, 64

Hansard
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February 22, 2001 [Senate]

Hon. George J. Furey moved the second reading of Bill S-16, to amend the Proceeds of
Crime (Money Laundering) Act.
He said: Honourable senators, I rise today to speak at second reading of Bill S-16. Honourable
senators will recall that this proposed legislation was introduced in the last Parliament but died
on the Order Paper when an election was called.
By way of background, this proposed legislation will be welcomed by honourable senators
irrespective of party. Honourable senators will recall that Bill C-22, the Proceeds of Crime
(Money Laundering) Act, received Royal Assent last June. Honourable senators will also
recall that, when Bill C-22 was before the Standing Senate Committee on Banking, Trade and
Commerce, the Secretary of State for International Financial Institutions made a commitment
to clarify the legislation by including several amendments requested by the committee.
These amendments were introduced last fall as Bill S-20. The bill before us today has a new
number, but its proposed legislation is the same as that of its predecessor, Bill S-20.
[Translation]
Before addressing the merits of this bill, I should like to take time to refresh our memories and
to place these measures in their proper perspective.
[English]
Bill C-22 was necessary for several reasons. Money laundering, the process by which "dirty
money'' from criminal activities is converted into assets that cannot be easily traced back to
their illegal origins, did not become a crime in Canada until 1988.
Canada has had many of the building blocks of an anti-money laundering program in place,
within the Criminal Code and the previous Proceeds of Crime Act, since then, but much more
was required to combat a growing problem.
Money laundering and the cross-border movement of proceeds of crime are worldwide
problems and have become increasingly difficult to detect and deter. Open borders now
provide criminals with a daily opportunity to launder millions of dollars in illegal profits, the
intent always being to make the profits look legitimate. Without adequate measures in place to
deter and detect money laundering, these activities can undermine the reputation and integrity
of financial institutions and can distort the operation of financial markets.
Here at home, between $5 billion and $17 billion in criminal proceeds are laundered through
Canada each year, a significant portion of which is linked to profits from drug trafficking and,
to a lesser degree, other crimes such as burglaries and cigarette smuggling.
[Translation]
Standard methods of detecting these activities are gradually losing their effectiveness.
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[English]
Canada has also been subject to scrutiny internationally because of perceived gaps in our antimoney laundering arrangements. In 1997, the 26-member financial action task force on money
laundering, of which Canada is a founding member, indicated that Canada was lacking in
certain key areas and strongly encouraged us to make improvements to our anti- money
laundering regime, in line with international standards.
[Translation]
That is precisely why Bill C-22 was passed by Parliament.
[English]
That legislation strengthened the previous statute by adding measures to improve the
detection, prevention and deterrence of money laundering in Canada. It promises to give law
enforcement agencies much needed enforcement tools. It provided for mandatory reporting
requirements for suspicious transactions and the cross-border movement of currency and it
established a national financial information agency, all of which enables Canada to live up to
its international commitments.
As required by law, the proposed regulations for reporting financial transactions, client
identification, record keeping and compliance were published for public comments on
February 17, 2001, in the Canada Gazette, bringing us one step closer to fully implementing
the act.
Another measure requires the reporting to the Canada Customs and Revenue Agency of large
cross-border movements of cash or monetary instruments such as travellers' cheques. Failure
to comply may result in cash being seized if Customs suspects it represents the proceeds of
crime.
Consultations are underway aimed at developing regulations to implement this additional
reporting requirement.
[Translation]
The Financial Transactions and Reports Analysis Centre of Canada was created on July 5,
2000.
[English]
This centre is referred to by the English acronym FINTRAC. This new independent body
receives and analyzes reports, and, where it determines that there are reasonable grounds to
suspect that information would be relevant to a money laundering investigation or prosecution,
it passes on information to the appropriate law enforcement agencies. However, FINTRAC is
restricted to disclosing only key identifying information related to reported transactions, such
as the name of the client, the number and location of the account involved and the actual
amount of the transaction.
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I can assure honourable senators that safeguards are in place to ensure that the collection, use
and disclosure of information by FINTRAC are strictly controlled. These safeguards are
supported by criminal penalties for any unauthorized use or disclosure of personal information
under FINTRAC's control. In addition, FINTRAC is subject to the federal Privacy Act and the
many protections therein.
I would also point out to honourable senators that the government is cognizant of the fact that
the implementation of the act and regulations will impose additional responsibilities on
financial institutions and financial intermediaries. As a result, FINTRAC is currently
developing guidelines to help them comply with these new requirements.
The new legislation responds in a balanced manner to the need for more effective tools to
combat money laundering and organized crime, the need to protect individual privacy and the
need to minimize compliance costs for reporting entities.
This new act has been welcomed for several reasons. It responded to the domestic law
enforcement communities' need for additional means of fighting organized crime by more
effectively targeting the proceeds of crime.
[Translation]
It enables Canada to meet its international responsibilities relating to money laundering.
[English]
It did so while providing safeguards to protect individual privacy.
Honourable senators, I have provided some background to the bill before us today. This bill
implements some technical measures that clarify the current act. I will now focus my remarks
on these measures.
As stated earlier, Bill S-16 fulfills the commitment made by the Secretary of State for
International Financial Institutions last spring on behalf of the government to the Standing
Senate Committee on Banking, Trade and Commerce to introduce specific amendments to the
Proceeds of Crime (Money Laundering) Act.
While senators on the committee supported Bill C-22, they indicated that the legislation would
benefit from amendments to certain provisions and, indeed, the government agreed.
[Translation]
The proposed amendments relate to four specific points.
[English]
The first deals with the process of claiming solicitor-client privilege during a FINTRAC audit.
FINTRAC is authorized to conduct audits to ensure compliance with the act. The legislation
currently contains provisions that apply when FINTRAC conducts a compliance audit of a law
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office. FINTRAC must provide a reasonable opportunity for legal counsel to claim solicitorclient privilege on any document it possesses at the time of an audit.
(1510)
The amendment in Bill S-16 pertains to documents in the possession of someone other than a
lawyer. It requires that person to be given a reasonable opportunity to contact his solicitor in
order to make a claim of solicitor-client privilege. This amendment responds to a concern
raised at committee during consideration of Bill C-22.
Another change ensures that there is nothing in the act that would prevent the Federal Court
from ordering the director of FINTRAC to disclose certain information as required under the
Access to Information or Privacy Acts.
[Translation]
This amendment specifies that an individual's recourse to the Federal Court will be respected.
This measure has always been part of the spirit of the original law and the amendment will
provide guarantees of this.
[English]
The third amendment more precisely defines the kinds of information that may be disclosed to
the police and other authorities specified in the legislation. It clarifies that the regulations
setting out this information may only cover similar identifying information regarding the
client, the institution and the transactions involved.
Finally, the act is amended to ensure that all reports and information in FINTRAC's possession
will be destroyed after a certain period. Information that has not been disclosed to police or
other authorities must be destroyed by FINTRAC after five years; information that has been
disclosed must be destroyed after eight years.
I am confident that all honourable senators will conclude that these new provisions serve to
strengthen the existing act.
[Translation]
In the committee report, the senators also called upon the government to give thought to three
additional recommendations.
[English]
After serious consideration, the government has decided not to proceed with these three
additional recommendations.
First, the Senate committee report recommended that FINTRAC be required to obtain either
consent or a warrant before entering a law office to verify compliance with the act, similar to
what is required before entering a private home. The government believes that it would be
inappropriate to require a warrant to conduct a compliance audit of any place of business,
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including a law office. The provisions in the current act parallel those in the Income Tax Act,
which do not require a warrant except for access to a dwelling house. That remains the same.
Second, senators requested that a parliamentary committee review the administration and
operation of the act within three years and every five years thereafter. At present, the act
requires a review after five years. The government feels that a five-year review is better for a
number of reasons. Most importantly, there will not be enough experience or data available in
the three start- up years to provide an accurate assessment of the effectiveness of the
legislation or the operations of FINTRAC.
As honourable senators know, parliamentary committees can undertake a review of legislation
at any time and can opt to do so any time in this case.
[Translation]
Last, the senators recommended that the regulations should also be tabled before a committee
in each House of Parliament, as required by law.
[English]
This act currently stipulates a 90-day public consultation period following pre-publication of
the regulations in the Canada Gazette. This is already on the way with respect to the reporting
requirements for financial institutions and transactions and an additional 30-day notice period
if significant changes are made as a result of those consultations is provided for as well.
We believe that this provides ample opportunity for parliamentary committees — if they wish
to do so — to review the regulations proposed by government.
Honourable senators, will know that in the normal course, regulations are posted for 30 days.
In the case of this particular bill, posting is extended to 90 days.
Honourable senators, the benefits of the current act are numerous. The new reporting
requirements will result in more reliable, timely and consistent reporting. Centralized reporting
to FINTRAC will allow much-needed and much more sophisticated analysis. Successful
prosecutions that benefit from analysis by FINTRAC can lead to court-ordered forfeiture of
the proceeds of criminal activities. Above all, these benefits will be achieved in a way that
respects the privacy of individuals.
Honourable senators, I am confident that the additional amendments contained in Bill S-16
will only serve to further strengthen and improve this important statute. The government is
most appreciative of the members of the Standing Senate Committee on Banking, Trade and
Commerce for their contribution to making the act an even better and stronger piece of
legislation.
[Translation]
I invite all honourable senators to vote in favour of this bill.
[English]
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Hon. Lowell Murray: Honourable senators, does my honourable friend know whether, in
view of the pitiable and unprecedented low value to which our currency has sunk, a more
favourable exchange rate is available for hot Canadian dollars?
Senator Furey: I think that is an important question, honourable senators. I will take it under
advisement.
On motion of Senator Kinsella, debate adjourned.

March 1, 2001 [Senate]

Hon. Noël A. Kinsella (Deputy Leader of the Opposition): Honourable senators, I will
speak at second reading, although this item was adjourned by Senator Kelleher. I am advising
the house that he has yielded to me and that I shall speak as critic for the opposition on this
bill.
The act to amend the Proceeds of Crime Act was known in the last Parliament and is currently
known as the money laundering bill. Our colleague Senator Furey explained to the house that
the amendments are based upon an undertaking by the government last June to our Standing
Senate Committee on Banking, Trade and Commerce. At that time, the government was
particularly anxious to have the money laundering bill passed into law. Rather than agreeing to
make the necessary amendments to the bill before it passed, the Secretary of State for financial
institutions instead undertook to make the changes at a later date.
Our Banking Committee also made three unanimous recommendations for the minister to
consider and, it was hoped, to implement. We note with considerable dismay that the
government has chosen to ignore these recommendations. We were particularly disappointed
that the government chose not to require FinTRAC, the new agency charged with enforcing
the money laundering act, to obtain a warrant before inspecting records and files held in
lawyers' offices. Not only does the act force lawyers to breach their oath of confidentiality, but
it also fails to afford the information sought the same protection it would have if it were held
in a private dwelling.
Honourable senators, confidentiality is one of the basic tenets of our legal system. Lawyers
have sworn to uphold this tenet, and clients depend upon it. A visit to a lawyer's office often
involves the client divulging sensitive, perhaps valuable and often personal information.
Canadians need to be assured that this information is provided all reasonable protection.
The release of this information should only happen after careful consideration and under
highly prescribed circumstances. At the very least, the onus should rest clearly on the
shoulders of the government to satisfy a judge and obtain a warrant before its release. If the
government is required to obtain a warrant to enter and obtain documentation from a private
citizen in a dwelling house, then, by logical extension, the government should also be required
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to obtain a warrant to enter and obtain information and documentation a private citizen has
relayed to a lawyer.
Surely, citizens deserve the same legal protection regardless of where their personal or private
information is stored. The money laundering act provides that a lawyer may claim solicitorclient privilege for information sought by FinTRAC. This is all well and good, but the burden
is on the lawyer and the client to make application to the court to have this privilege upheld.
Honourable senators, I think it is unreasonable that lawyers and their clients are forced to pay
the costs of a court application to enforce a basic right that has a long tradition in this country
— the basic right of solicitor-client privilege. Surely, innocent taxpayers should not have to
pay to protect against an invasion of their privacy.
Honourable senators, as I indicated, the minister has lived up to his undertaking to the
Standing Senate Committee on Banking, Trade and Commerce to introduce amendments to
the money laundering act. However, he must now be open to those other reasonable
amendments that were unanimously recommended by our Banking Committee. Thus, I ask
that the Banking Committee, to which this bill will be referred, revisit these issues once the
bill is before it.
(1620)
The Hon. the Speaker pro tempore: Is it your pleasure, honourable senators, to adopt the
motion?
Hon. Senators: Agreed.
Motion agreed to bill read second time.
Referred to Committee

The Hon. the Speaker pro tempore: Honourable senators, when shall this bill be read a third
time?
On motion of Senator Robichaud, bill referred to Standing Senate Committee on Banking,
Trade and Commerce.

March 21, 2001 [Standing Senate Committee on Banking, Trade and Commerce]

The Chairman: Thank you very much for being with us.
Before we proceed to clause-by-clause study on Bill S-16, to amend the proceeds of crime (money
laundering), the sponsor of the bill, Senator Furey, wants to explain one matter to you, and then you
can do what makes you happy.
Senator Furey: At the end of our last session, at which we heard from the archivist, there was a
question about whether we would amend the clause where we asked for a notwithstanding clause
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pertaining to the destruction of records - notwithstanding his act. Steve Campbell, from Senator
Kolber's office, and myself met with the officials who had discussed with the archivist what particular
amendment he wanted. I did not meet with the archivist myself.
The clause pertaining to records now reads:
Notwithstanding the National Archives of Canada Act, shall destroy each report received and all
information received or collected on the expiry of the applicable period referred to in paragraph (d).
That is, the fire-year and eight-year periods.
The archivist has asked that we amend that clause by stating:
shall destroy each report received, and all information received or collected, after the applicable
period referred to in paragraph (d), in accordance with Records Disposition Authority No. 2001/003
issued on January 22, 2001 under section 5 of the National Archives of Canada Act, without taking into
account any subsequent amendments to or repeal of that Authority.
My concern at the time was whether or not this particular directive, which was given by the archivist,
would be repealable either by him or by his successors. When I discussed it with officials from the
department, I was told that if we used harsher wording than "without taking into account any
subsequent amendments to or repeal of that authority" and if we were to say, for example, "the
archivist will issue the authority and that will be non-repealable," we would be dangerously close to
attempting to amend the National Archives Act. Of course, we cannot do that with this particular bill.
My concern is that while the proposed amendment leaves the archivist free to do his job, that is, to
make or to issue directives to destroy or to save, the officials are telling us that we can ignore that
directive. That directive would be ineffectual.
My concern with that is, if that is the reality, if that is the practical effect of it, then we are just trying
do through the back door what we cannot do through the front door, which is amend his act. I am
saying, for greater certainty, even though it may not be what the national archivist wants, we should
stay with the notwithstanding clause in the proposed amendment.
The Chairman: Is that clear, gentlemen?
Senator Tkachuk: I have no problem with that.
Senator Furey: The notwithstanding provision is certain. Even though officials are telling us that this
one would stand the test, I have some concerns that it would not. My recommendation would be to
go with certainty.
Senator Tkachuk: As it is now, we want them destroyed, right?
Senator Furey: Yes.
The Chairman: Yes. Is it agreed, gentlemen, that we consider the bill clause-by-clause? Is it the
intention of any honourable senator to propose an amendment?
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Senator Tkachuk: First, I wish to make a statement on the money laundering bill. It will become clear
when I finish why it is important that I make a statement.
We studied Bill C-22 last June. At that time, our committee felt strongly about a number of issues.
Since the House had already recessed for the summer break, the government asked that the bill be
passed unamended. The minister promised that certain amendments of concern would be brought
back in the form of a new bill at his earliest opportunity. The minister stated this is a letter, a copy of
which you all have.
My understanding is that this letter was drafted and, due to a misunderstanding on the part of the
Chair of our committee, which may have been caused my me, him, or both of us, he believed that the
Conservatives refused to negotiate. As a result, our specific concerns were not relayed to the
minister. Once that misunderstanding was cleared up in committee, we were still left in the
predicament of passing the bill unamended until these concerns could be addressed at a later date,
which was the next session of Parliament.
Liberal members felt generally that their concerns were met by the letter, but were willing to attach
to the committee report a list of observations, which we all agreed to, which were really our
observations on Bill C-22.
While we support being tough on crime and giving much- needed tools to government to track down
money launderers in this country, we also believe strongly in providing a check on that same
government.
That being said, with the establishment of a new agency, FINTRAC, or Financial Transactions and
Reports Analysis Centre of Canada, we remain unsatisfied with the clause in Bill C-22 that instituted a
five-year review.
I realize that this point could be considered out of order, which is why I asked, and the Chairman so
kindly let me go ahead with this, as it does not fall within the scope of Bill S-16. However, I am asking
honourable senators to hear me out. I believe our Chair and our members are reasonable people. In
all my dealings with the Chairman he has been so.
Our discussion of the letter is reported in the transcripts of the committee hearing. I am quoting
myself here when I say that the letter was sent to the Chairman from Mr. Peterson. I asked:
Do you know whether he would be willing to make changes in the letter? Does this letter come about
because the minister and his officials were listening to the witnesses and they said, "Oh, these are the
items," or was there a whole list of items from which he decided?
The Chairman: I hear where are you going and you are obviously free to go wherever you like, but my
understand ing was that you folks would not accept a letter of any kind. That is why we worked out a
letter which was acceptable to us to show to you. You told me that nothing less than regular
amendments would do and that letters were not acceptable. You are catching me unaware here.
Which I did say. That did not mean that I did not want to negotiate. That is simply what I said. There
are two issues here. You had asked whether we would accept the letter. Of course, over the last
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seven years that I have been here there have been many letters, but nothing has ever happened. That
is why we had many concerns over the letter.
If it was not for that misunderstanding, I believe there would have been a very good chance that our
review clause would have made this bill. In fact, I have reason to believe that the drafters of this bill in
concept are in this room right now.
I am not sure, but I think so. That being said, I humbly ask all senators on this committee to consider
unanimously supporting the adoption of my amendment to institute a period of review of three years
rather than five years. We all agreed to this in our observations.
It will still be up to the Senate to decide ultimately whether this amendment shall pass. I will have to
make my case again before a point of order is called in the Senate. I understand that, according to
Beauchesne's and Montpetit and Marleau, scope is a convention of Parliament. In fairness, a
committee can choose to overlook a potential point of order if the feeling is unanimous. If it is not
unanimous, I understand.
I would like to change the review clause to three years because I think five years is too long to wait to
see how well the new agency is operating and all our members feel that way. In fact, last week in
committee there was testimony suggesting that a review would even take place within one year, and
the chairman asked Minister Cullen whether he would come back in a year and he said that he would.
I do not think anybody disagreed in principle with limiting it, and I have amendments here for one
year or three years, whatever the wishes of senators are.
I think five years is too long and so I have my amendment.
The Chairman: Would you care to make it formal, please?
Senator Tkachuk: I would, or you could wait until we get to that part of the bill. I think I handed it to
the Clerk.
Is it possible to have some discussion as to how members feel before the amendment is proposed?
Let us put it this way: If there is no consideration whatsoever by the government to passing any
amendment, to giving any truck to one, we would prefer to have the amendment on division, so at
least our point of view is stated in the record rather than through a point of order. That is what I am
asking honourable senators to do here today.
The Chairman: My impression is that members on the Liberal side want to go ahead with it as is,
which is five years.
Senator Tkachuk: Right.
The Chairman: Do honourable senators agree with that?
Senator Furey, you are the sponsor. Why do you not get into this?
Senator Furey: Just a comment on Senator Tkachuk's issue. I have really no problem with a three-year
period, except in this instance, where it is the first three-year period. There is really nothing going on
there yet. It is not staffed. Therefore, one of those three years will probably be wasted in terms of
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collecting information and being able to do a proper assessment. With respect to three rather five, I
really have no problem with it at all. It is just that, for start-up reasons, I do not think three is long
enough. That is probably the message we were getting from officials.
Senator Tkachuk: You mean one year is too short, three years is not long enough, and five years is
about right?
Senator Furey: Yes, that is basically the assessment.
Senator Tkachuk: Are you saying five years, and three years thereafter, or every one year thereafter?
Would you be agreeable to that?
Senator Furey: I certainly would be agreeable to five and then every three years. I have no problem
with that. I am not speaking for everyone else, obviously.
The Chairman: The only reasonable thing to do would be to recess for three minutes and discuss it.
Senator Tkachuk: That would be fine.
The Chairman: Is that all right with you?
Senator Tkachuk: That would be great.
The Chairman: Is that your only amendment?
Senator Tkachuk: That is the only amendment we have.
The Chairman: Let us recess for three minutes and we will decide.
(The committee suspended)
(Upon resuming)
The Chairman: After much consultation and hearing advice, by Senator Tkachuk's own admission, the
proposed amendment is out of order, and I so rule. Shall we continue?
Shall the title stand postponed? Shall clause 1 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division. All on division.
The Chairman: In other words, you are against each one of them.
Senator Tkachuk: You can do it anyway you like.
The Chairman: It is a question of how we report it.
Senator Di Nino: On division.
Senator Tkachuk: Report it all on division.
The Chairman: Shall clause 2 carry?

Appendix B - Page 19

Commission of Inquiry into Money Laundering in British Columbia

Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall clause 3 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall clause 4 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall the title carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall I report the bill?
Some Hon. Senators: Agreed.
Senator Di Nino: On division.
The Chairman: The Clerk tells me that when we report a bill, it cannot show on division, but the
minutes can.

March 15, 2001 [Standng Senate Committee on Banking, Trade and Commerce]

Mr. Roy Cullen, Parliamentary Secretary to the Minister of Finance: I am pleased to be
here to speak to Bill S-16. Last June, I appeared before this committee to discuss Bill C-22, the
bill that put in place the legislation that we are now proposing to amend.
I would like to take this opportunity to thank the committee for its very careful study of Bill C22 back then. The enactment of Bill C-22 was an important milestone in Canada's legislative
framework for fighting organized crime and money laundering.
[Translation]
Its timely passage also brought Canada's anti-money laundering regime into line with
international standards and allows Canada to participate fully in the international efforts
against money laundering.
[English]

Appendix B - Page 20

Commission of Inquiry into Money Laundering in British Columbia

As a member of the G-7 and the Financial Action Task Force, Canada had committed to
improving our anti-money laundering regime. It was important that Canada be seen by our
international partners to be making progress on this front, particularly in that the Financial
Action Task Force was engaged in a process of publicly listing countries as having deficient
anti-money laundering controls about the time the legislation was passed.
At meetings of the OECD and OSCE in Europe that I attended last summer, I was pleased and
proud to report that Canada had passed this important piece of legislation and, again, I thank
you.
Honourable senators, you will recall that the Proceeds of Crime (Money Laundering) Act
provides for a system of mandatory reporting of certain financial transactions and cross-border
movements of large amounts of currency and monetary instruments. The legislation also
established the Financial Transactions and Reports Analysis Centre of Canada, FinTRAC,
which will analyze these reports in a prescribed way and provide information to police for
prescribed reasons and in a prescribed way to assist them in the prosecution of money
laundering offences.
The establishment of FinTRAC as an independent agency at arm's length from law
enforcement is one of the many privacy safeguards contained in the act. FinTRAC was
formally established on July 5, 2000. It is now building the technical and analytical capacity
needed to perform its mandate. It will begin to receive financial transaction reports after the
necessary regulations have been implemented.
The proposed regulations for record keeping and financial transaction reporting requirements
were published on February 17, 2001, in the Canada Gazette for a 90-day public comment
period. Consultations are now underway to develop regulations to implement the reporting
requirements for large cross-border movements of currency and monetary instruments. In
addition, FinTRAC has developed draft guidelines to help financial institutions and
intermediaries comply with the act and has initiated consultations with stakeholders.
[Translation]
Now, I would like to turn to the bill before us today -- Bill S-16. The four amendments that
make up this bill respond directly to issues raised by honourable senators when they studied
Bill C-22 in this committee last June.
[English]
The proposed amendments will be familiar to the senators on this committee as they were
outlined in a letter dated June 14, 2000, from Secretary of State Jim Peterson to the committee
chairman. That letter was included in the committee's report on Bill C-22.
Briefly, the proposed amendments relate to four specific issues. The first deals with the
process for claiming solicitor-client privilege during an audit conducted by FinTRAC. As you
know, FinTRAC is authorized to conduct audits to ensure compliance with the requirements
under Part I of the act, namely the requirements to keep records and to report certain types of
financial transactions.

Appendix B - Page 21

Commission of Inquiry into Money Laundering in British Columbia

The legislation currently contains provisions that apply when FinTRAC conducts a
compliance audit of a law office. FinTRAC must provide legal counsel with a reasonable
opportunity to make a claim of solicitor-client privilege with respect to any document in their
possession at the time of the audit. The proposed amendment contained in Bill S-16 deals with
situations where documents are in the possession of a person who is not a legal counsel. It
would require that such a person be given a reasonable opportunity to contact legal counsel in
order to make a claim of solicitor-client privilege.
Honourable senators will recall that this issue was raised by representatives of the accounting
profession when they appeared before this committee last June 2000.
Another change ensures that nothing in the Proceeds of Crime (Money Laundering) Act
prevents the Federal Court from exercising its authority under the Access to Information Act
or the Privacy Act to order the director of FinTRAC to disclose certain information by either
of those acts. This proposed amendment makes it clear that the recourse of individuals to the
Federal Court is fully protected. This was the intent of the original bill and the proposed
amendment will ensure that this will be the result.
The third proposed amendment more precisely defines the kind of information that may be
disclosed to the police and other authorities.
[Translation]
The amendment clarifies that the regulations setting out this information may only cover
similar identifying information regarding the client, the institution and the transactions
involved. This deals with a concern of the committee that the existing wording may have
provided for greater latitude for using regulations to add to the list of information set out in the
act itself.
[English]
Bill S-16 would amend the act to ensure that all reports and information in FinTRAC's
possession will be destroyed after specific periods: information that has not been disclosed to
police or other authorities must be destroyed after five years; information that has been
disclosed must be destroyed after eight years. The archivist presented a proposal that, on the
face of it, seems to meet our requirements. However, if there are any difficulties, we will talk
to you before the clause-by-clause occurs. We believe that it meets our requirements and we
are happy, in that case.
The Chairman: Could you clarify that, please? My understanding, after meeting with the
officials this morning, is that if we are satisfied then you are satisfied. Is that correct?
Mr. Cullen: The officials are satisfied, and I am satisfied on the face of it. However, I want to
make sure that the government is satisfied, as I am sure they will be. We will contact you
immediately if there is any problem.
I hope that honourable senators will find that these four provisions respond in a meaningful
and concise way to the concerns raised by this committee.
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Before I conclude, I will mention that the government considered very carefully this
committee's report on Bill C-22, including the suggestions for three additional amendments to
the act.
In response, the government has moved quickly to introduce the amendments that the
Secretary of State committed to make, and that I have just described. However, the
government has decided not to proceed with any further amendments to the act at this time,
and if I you will allow me, I will briefly explain why.
First, the committee report recommended that FinTRAC be required to obtain either consent or
a warrant before entering a law office to verify compliance with the act, similar to what is
required before entering a private home.
Such an amendment, in our view, would treat a law office like a private home, rather than like
other places of business. The government believes that it would be inappropriate to require a
warrant to conduct a compliance audit -- I repeat, a compliance audit -- of any place of
business, including the law office. The provisions in the act parallel those in the Income Tax
Act, which do not require a warrant except for access to a private house.
Second, Parliament requested that a parliamentary committee review the act within three years
and every five years after that. At present, the act requires a review after five years.
With respect, senators, I submit that a five-year review is more appropriate, for a number of
reasons. More important, there will not be enough experience or data available within three
years to provide an accurate assessment of the effectiveness of the legislation or the operations
of FinTRAC. In any event, committees of Parliament can undertake to review any legislation
at any time and could opt to do so in this case.
[Translation]
Finally, the committee report recommended that the act require regulations to be tabled before
a committee in each House of Parliament.
[English]
The act currently stipulates a 90-day public consultation period, following prepublication of
the regulations in the Canada Gazette, and an additional 30-day notice period if significant
changes are made as a result of those consultations. We believe that this process provides
ample opportunity for parliamentary committees, if they wish to do so, to review the
regulations proposed by the government.
The Secretary of State has sent to the chair of this committee a copy of the proposed
regulations, which were prepublished in the Canada Gazette on February 17, 2001, and they
are also available on the Finance Canada Web site.
[Translation]
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In closing, honourable senators, I would like to thank you once again for your close study of
Bill C-22 and for raising the issues that the government has addressed through the bill before
us today -- Bill S-16.
[English]
The government has devoted considerable time and energy to crafting its anti-money
laundering legislation in such a way as to meet the needs of law enforcement while protecting
individual privacy. The amendments contained in the bill considered today result from this
committee's invaluable input to this matter. The officials that are here today and I are pleased
to answer any questions.
The Chairman: Could you clarify the difference between a "compliance" and a "search"?
That information is integral to the whole question of the warrant.
Mr. Cullen: In general terms, if there is a reporting requirement under the act we are talking
about a compliance issue.
Mr. Yvon Carrière, Senior Counsel, Tax Counsel Division, Law Branch, Department of
Finance: When FinTRAC conducts a compliance audit, they verify whether, in fact, the
required reports were prepared. They are not investigating to know whether money laundering
has occurred, or some other criminal activity. In fact, they would not be authorized to gather
such evidence to prove that a crime had occurred. In the case of a criminal search, a warrant is
obtained, and the people who perform the search in a criminal matter will look for specific
evidence related to that criminal infraction.
A compliance audit is simply performed to verify whether the reports and records required to
be kept under the Proceeds of Crime (Money Laundering) Act have been kept and that the
reports have been made.
Mr. Cullen: Any information obtained by FinTRAC during the course of a compliance
examination cannot be disclosed to law enforcement under section 55 of this act for the
purposes of a proceeds of crime (money laundering) investigation. If it were disclosed, it
would render the information inadmissible in a court of law.
Senator Tkachuk: I have a question about the "dwelling house." It bothers me as it bothered
Mr. Kelleher. Mr. Cullen, you implied that it was different from a business, but that would be
news to me.
I received an article by Mr. Peter Hogg, Dean of Osgoode Law School, that states that the
common law rule is that a police officer or government official has no authority to enter
private property for the purpose of searching for evidence and no authority to seize private
property for use as evidence, unless authorized by law. However, we do that from time to time,
in that common law continues to apply and that we can sometimes, by statute, make an
exemption to that. However, it was just the way in which you were talking about "house " that
bothered me. The home is special, and my interpretation of it would be that which we have to
protect. It is my right, as a citizen, not to have law enforcement officials come to my home or
my place of business without a warrant, or anywhere else that I consider my property -- those
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places should be protected. This is an exemption that only applies to the Income Tax Act. As
far as we could find, there is no other exemption like this.
Why do you need this special power? Frankly, it scares the hell out of me. Once you make this
exemption, there will be others. If there is no evidence, why is it necessary to search a
dwelling?
Mr. Peter Sankoff, Counsel, Human Rights Law Section, Public Law and Central
Agencies Portfolio, Legal Operations Section, Department of Justice: You have raised a
complicated question. I will try my best to deal with that and all other aspects.
My understanding of the case law generally, and especially in respect of the Charter of Rights
and Freedoms, is that there is a fair distinction made between the dwelling house as the place
most deserving of protection. In particular with relation to this act, I would draw a number of
distinctions. This act is not normally designed to cover a dwelling house. It is not a place that
would generally have activities that would generate suspicious transaction reports.
As a precaution, a section has been included to deal with dwelling houses in case there is
activity that would generate these kinds of reports. Because it is unlikely that this will occur, a
special warrant provision has been put in to deal with that. It is not uncommon for that to be
the case. A number of pieces of legislation have distinctions about what can be done in a
dwelling house and what can be done in any other type of place.
I do not disagree with your proposition, that, as a rule, we wish to have preauthorized judicial
authority to go into any place.
Nonetheless, the case law once again has made a rather serious distinction between what we
would call regulated activity and what we would call a search for criminal purposes. In this
case, it is very clear that the particular matter that we are discussing relates to regulated
activity. The centre is only allowed to go into these types of premises where they are
regulating compliance.
As Mr. Cullen pointed out earlier, none of the information can be used. It is clear from the way
the act is currently worded that any information obtained in the course of a compliance audit
cannot be used in a criminal investigation and cannot be used by the centre to determine
whether money laundering has taken place. The sole purpose is for compliance. The manner in
which this has been drafted goes a long way to ensuring that the distinction between regulatory
compliance and a search for criminal purposes that has been made so clear in the case law is
upheld. Therefore, I would see those two distinctions as making this situation special.
Senator Tkachuk: You mentioned the Charter of Rights and Freedoms. First, you are telling
me that the Charter of Rights and Freedoms gives less rights than common law, which talks
about property, not just dwelling place. Second, it is not the fact that you may find evidence of
other wrongdoing that concerns me; it is the very act of government officials coming into my
property. It is not the fact that you may find something but the fact that you have no right to be
there in the first place, unless you have a reason to be there, and the reason should be
supported by enough evidence to obtain a search warrant. I do not like you walking in. It is not
because I am a criminal but because I do not like you walking in. You can have all these other
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exemptions, but as governments and legislators we have to prevent governments and police
from walking in. We have a responsibility to do that, and that is what I am trying to do here.
Mr. Sankoff: I understand that. All I can say in response is that the number of situations
where the government has the right to intrude on a business -- I hate to use the word "intrude,"
but let us say to assess a business or a property without a warrant for regulatory purposes -- are
beyond my ability to number at this time. There are a number of areas where there is a purpose
that is pressing. As I understand it, the justifications put forth for this initiative are pressing. I
do not think this would be an everyday thing or that they would be going in at any time. It
would be something undertaken from time to time for the purpose of ensuring compliance
only. That, in my opinion, is not uncommon. In countless industries, government officials have
the ability to go in solely to monitor compliance or to ensure that the very important process
that is underway is actually taking place in the manner in which it was designed.
I understand the concerns about privacy here; nonetheless, the courts have generally accepted
that for these purposes only. That is why the distinction about what is going on is so critical.
They have generally accepted that the government needs to monitor compliance with various
regimes, and the purpose that is being put forward for this one is seen as very important. That
is where the distinction comes from.
Senator Meighen: Could someone refresh my memory as to what triggers the audit
compliance initiative. What makes FinTRAC decide that they are going to undertake an audit
compliance?
Ms Patricia M. Smith, Deputy Director, Policy, Liaison and Compliance, Financial
Transactions and Reports Analysis Centre of Canada: Senator, a number of factors
determine that we come in.
First off, we will have liaison officers in the field. They will be in contact with the reporting
entities, finding out if they are comfortable with the legislation and with the regulations. I
should point out that, as part of the regulations, there is a requirement to put in place an antimoney laundering compliance regime. The liaison officers will be going out and seeing if
more information is needed to put such regimes in place.
Part of the job that we are doing now in terms of trying to become operational is to assess the
training needs of the reporting entries. Hence, another factor that comes into place is this:
What will be the training requirements of all these reporting entries?
Eventually, when we do become fully operational and start to receive transaction reports, we
will have some statistics on the general nature of reporting and compliance. If 95 per cent of
all entries from a particular sector are reporting, then we will know that there are some
anomalies, and we will go back to the reporting entries and see if they understand the
regulations and the law. Is there something they are not doing? Is the problem something to do
with timeliness? Is the problem we are looking at something to do with their inability to
connect with our reporting mechanism? They will be reporting largely through the Web or
through a secure socket network.
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There will be a number of methods by which we will be able to determine lapses in
compliance. If, after looking at this and talking to the reporting entry, we determine there may
be something more serious, then we would inform them that we are coming in to do a
compliance examination, and we will give them feedback on the results of that compliance
examination.
Senator Meighen: The reporting entity is any body that is required to report under the act?
Ms Smith: Yes.
Senator Meighen: It could be a law office.
Ms Smith: It could be.
Mr. Cullen: As I understand it, there could be situations where information would indicate
that some intermediary, on the face of it, should be reporting, or there are sufficient grounds to
believe that they should be reporting and the reports are not coming in. That would be cause
for someone to ask the question.
Mr. Richard Lalonde, Chief, Financial Crimes, Financial Sector Division, Financial
Sector Policy Branch, Department of Finance: I can give an example just to clarify that it is
not just any business that will be reporting. The bill sets out very clearly that we are dealing
largely with regulated financial institutions, and those are spelled out in clause 5 of the bill.
The bill also provides the ability to prescribe under regulation additional reporting entities,
which we have done in the regulations that were prepublished in the Canada Gazette just
recently.
As Mr. Cullen and Ms Smith have indicated, there may be instances where there may be gaps
in reporting from certain sectors. I can give an example of the currency exchange business.
There may be instances where, in one part of the country, FinTRAC may be receiving lots of
reports from currency exchange businesses. Perhaps in another region of Canada there are very
few. That may trigger a question as to why that is occurring and therefore prompt FinTRAC to
inquire with those reporting entries in that region.
Senator Kroft: I am curious about this idea of reports that should be coming in. That suggests
to me that you would take classes of institutions or offices or businesses and develop almost a
statistical base saying that, given a certain volume in a certain industry, you should be getting
a certain number of reports a month. Perhaps you are not meeting your quota. Is it that kind of
analysis, or does there need to be some sort of a more specific fact-based trigger to prompt it?
The example you gave kind of fell in the middle. It was not exactly clear to me. Do you need a
specific situation in order to trigger this, or will it be done on a statistical basis?
Mr. Lalonde: FinTRAC has the authority to do compliance audits on all reporting entries. As
a matter of practice, it will not necessarily have the resources to visit all reporting entries on a
routine basis and as such will have to decide and prioritize which entities will be conducting
compliance audits. In the example I gave would be perhaps one criterion that they might use.
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The legislation also provides, and I mention this in passing, the authority for FinTRAC to
enter into collaborative arrangements with other regulators and other self-regulatory
organizations for the purpose of carrying out this particular function of compliance audit as
well.
Senator Meighen: Although you have answered the question, I am still not clear how you get
this wonderful status of reporting entity. What do you have to do to get that? Do you have to
be RBC Dominion Securities? Do you have to be Senator Kelleher's law office? How do you
get this exalted status?
Mr. Lalonde: We use the term "reporting entity" to describe all those businesses covered
under section 5 of the Act. Under this section, we talk about banks under the Bank Act.
Senator Meighen: There must be a catch-all clause.
Mr. Lalonde: There is an additional clause that allows us to respond to situations where, for
example, internationally there may be new industries or new ways that money is being
laundered. It allows us to add to the list of entities covered by the requirements by regulation.
As I indicated earlier, in the draft regulations that were prepublished on February 17, we have
included, for example, the wire transfer business -- the Western Unions of this world -- as a
business that ought to be covered by the requirements of the act. They may not be specified in
the act, but they are prescribed in the regulations. We will be receiving views from that
particular industry concerning that issue.
Senator Meighen: Let me turn, if I may, to the specific example of a law firm. How does a
law firm fall into that status?
Mr. Lalonde: It would be in precisely the same manner as the Western Union or the wire
transfer business would be included, by regulation.
The Chairman: That does not make sense.
Senator Meighen: Is my law firm obliged under this legislation now, or do I wait for a letter
from you?
Mr. Lalonde: We have had extensive consultations over the last year or two with the
Canadian Bar Association, the Barreau du Québec and others concerning the Proceeds of
Crime Act, as well as the proposed regulations. At the association level, certainly, they are
well aware of the government's intent.
The government has also prepublished these regulations and has announced this fact publicly.
Senator Meighen: With respect, I do not understand your answer to my question.
The Chairman: Is every Canadian presumed to read all regulations? Senator Meighen has an
interesting tact here. Is a letter going to go out from FinTRAC to every conceivable suspect?
Of course, I am using that word in quotation marks. Really, how does it start?
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Ms Smith: There are a number of things. It is an iterative process on which we are just
embarking. There have been consultations on the regulations that were prepublished; we are
also commencing consultations on the guidelines that enumerate some of the requirements of
the act.
As Mr. Lalonde has said, the regulation that pertains to lawyers is very specific. There are
certain actions that a lawyer has to take before he or she becomes a reporting entity. He or she
must be engaged in financial transactions. A lawyer giving out legal or criminal advice is not
covered. It is only when he or she is engaged in very specific financial transactions. The
regulation states that every legal counsel is subject to Part 1 of the act when he or she engages
in any of the following activities on behalf of a third party, including the giving of instructions
on behalf of a third party in respect to those activities. Then it lists the receipt or payment of
funds other than those received or paid in respect of professional fees.
Senator Meighen: Let me pose a hypothetical situation. I am a client. I am interested in
investing in a property in Ottawa. I send $500,000 cash to my lawyer in Ottawa, or $20,000.
Ms Smith: Are you the lawyer or the client?
Senator Meighen: I am the client. I am interested in buying properties in Ottawa. I have not
sent the funds for the purpose of paying a fee.
Ms Smith: Your lawyer would probably then be a reporting entity.
Senator Meighen: That is my point. You will have many lawyers who are reporting entities
because often, heretofore, at least, clients have given money to lawyers to hold for a future
specific purpose.
The Chairman: Is that cash or cheque?
Ms Smith: It is only if it is cash for large cash transaction reporting requirments.
Senator Meighen: My colleague Senator Tkachuk just asked, if it is an electronic transfer, is
it cash or cheque?
Ms Smith: If it is cash, your lawyer, as a reporting entity, must report the large cash
transaction, which is any amount over $10,000. However, if you come in with a suitcase and
you make a number of smaller transactions, it might be considered suspicious and would also
be covered as a reporting requirment.
Senator Meighen: What is the situation if it is an electronic transfer?
Ms Smith: I am not aware that lawyers have that capacity. It is covered, yes.
Senator Meighen: That qualifies as cash?
Ms Smith: It is a transaction that needs to be reported.
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Going back to how to inform everybody, we have been dealing with the Canadian Bar
Association.
The Chairman: Excuse me, but there is something really wrong here. Are you telling me
every electronic transfer is subject to some kind of something-or-other? There must be
thousands of these transfers every day.
Ms Smith: It is international.
The Chairman: Yes, international.
Ms Smith: The amount must be over $10,000.
The Chairman: That is nuts. That is how business is transacted every day. As an example, I
just transferred money electronically to one of my children. Is that a suspicious transfer?
Ms Smith: No, sir.
The Chairman: Why not? It comes under your definition.
Ms Smith: It is under the definition of a prescribed transaction.
The Chairman: Someone has to report that?
Ms Smith: That will be reported.
The Chairman: It is idiotic.
Senator Tkachuk: That is what we were trying to say the first time.
Senator Meighen: To go to the other tack, the thrust of all this seems to be an assurance that
the proper reporting procedure is being followed. Once we know that it is being followed, then
everybody is happy.
Ms Smith: Yes.
Senator Meighen: I do not know where that takes us. I will now come at it from the other
side. Now you are saying that anything that is discovered by action in the course of
investigation cannot be used as evidence in a criminal prosecution. Therefore, we are going
through all this sound and fury merely to ensure that we have a nice, tidy, complete reporting
function that goes nowhere except to allow someone to tick off and say, "Yes, the report was
received in due and proper form."
Mr. Cullen: The first step is to get the reporting on track. Once the reporting is on track, the
normal provisions would apply, I would suspect.
Senator Meighen: Let us say in the course of a totally normal compliance audit that you do
come across something that is suspicious. I understood you to say that you can do absolutely
nothing with it, under any circumstances. Is that correct?

Appendix B - Page 30

Commission of Inquiry into Money Laundering in British Columbia

Mr. Sankoff: The way it is drafted right now, that is the way it is.
Senator Meighen: What is the point of doing it?
Mr. Sankoff: The idea is that the persons who do not go further with these will be subject to
prosecution for non-compliance. The idea, as we understand it, is not that persons captured by
the act are going to regularly disobey the law. There are penalties for non-compliance. There
are obligations in this act, and non-compliance is a problem, so the idea is that, over time,
people will comply.
Senator Meighen: If I were a big, nasty money launderer, first, I would not be worried about
an administrative slap on the wrist for not filling in some form; and, second, I would be sure to
fill it out very accurately because I would be certain that you would be on my tail immediately
if it were not filled out accurately, even though you might have told me that you would not do
so. This is confusing.
Mr. Sankoff: It will not actually be the money launderer filling out the forms. It will be the
other entities.
Senator Meighen: The money launderer's lawyer?
Mr. Sankoff: Theoretically, money launderers could engage in massive fraud, but in each case
they will be subject to other penalties. There are other ways of deterring these sorts of
activities.
Non-compliance is designed solely to deal with non-compliance. It is a regulatory function.
Senators have expressed difficulty with the procedures that allow us to go in without a warrant
to check for non-compliance. There is good reason why you are only allowed to go in for the
purpose of non-compliance. It is quite reasonable that, in these circumstances, you cannot use
that information for a prosecution.
The only reason that the centre is allowed in without the protection that has been expressed by
senators is that it is strictly for non-compliance. If you were allowed to use that information,
we might have a problem.
Senator Furey: Senator Meighen basically reiterated what has been said already in terms of
any documentation that is found to be suspicious during a compliance. You are satisfied that
section 55 prevents the use of that, is that correct?
Mr. Sankoff: The way it is worded, that is correct.
Senator Furey: Would you also say that you would be satisfied that it would include the use
of it to ground an application for a warrant?
Mr. Sankoff: First, the centre is caught by various non-disclosure provisions. It is more than
section 55. There is also the proposed amendment to section 54, which precludes the centre
from using it in their analysis. The centre has very broad non-disclosure provisions. They
cannot give it to anyone to get a warrant. The centre has no ability to get warrants on its own.
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Since they are precluded from disclosing it to the police -- or anyone else for that matter -there is no way you could ground a warrant with that information. I would say you are correct.
Senator Furey: If that is case, you are back to the normal rules. If an investigating officer
wanted to go into a business, he or she would have to satisfy a justice of the peace that there
are reasonable grounds to believe, say, in this case, relevant records exist. That information
would come outside of anything to do with a compliance audit. Is that correct?
Mr. Sankoff: That is correct, except what might be obtained during the prosecution for noncompliance, but it would not include the specifics of the records. Once there was a prosecution
for non-compliance, it would be on public record.
Senator Furey: Presumably, that would follow an application for a warrant that was grounded
in information not obtained through a compliance audit?
Mr. Sankoff: That is is not entirely correct. The person could be prosecuted for noncompliance. The centre has the ability to turn over material to the police strictly on noncompliance -- that is, where it is shown that there is non-compliance.
Senator Furey: A document that was found during compliance and could disclose criminal
activity -- and I will not call non-compliance criminal activity; we will call it quasi criminal
for now, just to differentiate -- could be used in a non-compliance prosecution. Is that what
you are saying?
Mr. Sankoff: It would not be relevant to compliance, so it would not be used in that
compliance prosecution.
Senator Furey: But it could be?
Mr. Sankoff: I have difficulty seeing how that could occur. If it did not relate to noncompliance, it could not be used in a non-compliance prosecution.
Senator Furey: But it could relate to non-compliance.
Mr. Sankoff: If it related strictly to non-compliance, it could be used in a non-compliance
prosecution; that is correct.
The Chairman: Does anyone in your department have the vaguest idea how many wire
transfers of over $10,000 are done in a year? It must be tens of thousands. Every time you buy
stock in excess of $10,000, you wire the money to the stockbroker or to the person buying the
stock for you. That must represent many tens of thousands of dollars.
Ms Smith: We are engaged in those discussions with the industry. We are in the consultation
phase and are attempting to establish whether reporting entities will be able to use batch file
transfers for reporting. That is one of the key elements we are working on, namely, estimating
how many electronic transfers FinTRAC will receive.
The Chairman: You will need an credible army of people to police this.
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Senator Meighen: That is another reason to review this after three years.
Mr. Cullen: This is new territory for Canada and for us. We want to make sure that the net is
cast widely enough. Once you make exceptions, that is where the money launderers will go.
We have also said at this committee that, given the regulatory regime we have, we can adapt
and change and meet new requirements as they arise while being more flexible in terms of
changing the guidelines regarding what comes into the net and what does not. At the first
instance, we want to be sure that we do not create openings so that would be easy for people to
come through.
We will grow and learn with our experience. I am not here to tell you that we have every
single answer on every single type of transaction. We will be developing that through
regulation and guidelines as this progresses.
Senator Setlakwe: In the case of compliance, you said there was a preclusion. If that occurs,
what do you do? Do you not report it to the police? In the case of compliance, do you find
something that is disturbing and that should be reported to the police but you are prohibited
from doing so?
Mr. Sankoff: On material that is discovered, if you discover that the person has not complied,
that means the regulator entity is subject to prosecution for non-compliance. The rest of the
material -- that is, the material that may reveal other crime -- is not reported to the police
unless it is for the purpose of the non-compliance prosecution solely.
Senator Tkachuk: If you find cocaine, there is no problem?
Mr. Sankoff: There is a general exception at common law, namely, the plain view exception.
If, for example, you walked in on a murder, you are not precluded from calling the police and
telling them that a murder is taking place.
Senator Tkachuk: If the cocaine is on top of a desk versus being locked up in a safe, is there
a difference?
Mr. Sankoff: The limits of the doctrine have not been explored, so I cannot give a
comprehensive answer. Generally, the courts hold that compliance inspections are designed to
ensure compliance. If the centre went beyond its powers, I have no hesitation from saying the
courts would stop them from doing so. While your situation may provide some border line
examples of cocaine on a desk, the power here is toward compliance. If the centre abuses its
powers, the court still retains control to censor that.
Senator Setlakwe: If you come upon an indictable offence, you would not report it?
Mr. Sankoff: If compliance is being done, it is not the centre's purpose to report on other
activities. The centre is a non-investigative agency.
Senator Tkachuk: When we met last spring, we did not really get a good definition from you
of "suspicious transaction." We had problems with that term, if you remember. Has there been
anything further regarding that? What is a "suspicious transaction"?
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Ms Smith: That is not an easy question to answer. We have written a draft guideline that is
out for consultation now. A "suspicious transaction" will differ in the context in which it is
found. There are few examples of an individual suspicious transaction but, rather, in a context
where the transaction itself is suspicious. Let me try to simplify this.
If you are the Toronto-Dominion doing private banking, you will be looking for very different
indicators of suspicion than if you are the credit union in Lower Stewiacke.
It will, in part, relate to how well you know your client and what is normal for that client's
activity. If your client is a business and normally they have cash deposits of $10,000 four
times a week, then that is normal. If a $10,000 deposit is made, there is no suspicion. If, on
another day, $1 million is suddenly deposited, that may or may not be suspicious depending on
what the bank or the entity knows about that client.
Senator Tkachuk: Last June we were under a tremendous rush to pass Bill C-22 because the
government needed to get the centre up and running. How many employees do you have at the
centre and what do you think its projected annual cost will be for the year?
Ms Smith: Right now, we have approximately 70 per cent of our total employment in the
centre. We have approximately 70 employees. I believe our budget for this year is $20 million.
Senator Tkachuk: Last year, I believe you said it would be $15 million.
Ms Smith: I do not have the exact numbers.
Senator Tkachuk: Do you expect to have 100 employees?
Ms Smith: Right now we are resourced for around 100, yes, and we have approximately 70 in
place.
Senator Tkachuk: Would you send me a letter with a more precise answer on that?
I am not sure if what I experienced was a mistake on the part of Nesbitt Burns, but I had what
they call a locked-in retirement plan from a previous employment. At the age of 55, I wanted
to convert that locked-in plan into what they call a RRIF. The broker requested that I produce
a picture ID. I have known this broker for 15 years and therefore asked him why picture ID
was necessary. He told me that it was to conform with either this act or the act passed
previously, and that it had to do with money laundering. I refused to produce the ID and he
informed me that I would then need to sign a waiver. I signed a waiver and sent it away. I do
not recall what the waiver stated. It was small print.
I thought that odd, and that is why I worry about bills like this. Why would such a request be
made? Would any of the department officials here today know the reason for that request?
Why would a picture ID be required? What was the waiver all about?
Mr. Lalonde: The "know-your-customer" principle is one of the cornerstones of the
international anti-money laundering standards. As well, being able to ascertain the identity of
your client is key. In the current regulations, which have been in force since 1993, there is a
requirement that those financial institutions covered by the previous act ascertain the identify
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of their clients by reference to a number of pieces of identity. For example, it could be a
driver's licence or another similar document.
It is required of the security's broker or the financial institution, when opening up new
business relations with a client, to ascertain the identity of the client by reference to a driver's
licence, for example. There is also a requirement to record that fact and take note of the
reference number. That is the current requirement.
Senator Tkachuk: In order to open an account an individual must basically put his or her
whole life on paper, just to open the account, right? The paperwork to be filled out is quite
thick. The situation I described referred to the RRIF account. I had already filled one in for the
other account to get the locked-in plan.
What happens with the picture ID? Would it be put on a wall in the broker's office so that they
can throw darts at it because I am a senator? If I had sent it in, what would have happened to
my ID? Would it have been sent to the government or would it be kept in a file in the broker's
office?
Mr. Lalonde: There are several ways in which securities brokers are allowed to ascertain the
identity of their clients. If we are talking about picture ID, typically what must occur is that the
institutions would need to ascertain your identity face to face. There is no requirement for
them to maintain a photocopy of whatever picture ID you gave them' they simply must record
the reference number. It is due diligence for them. It records the fact that they have actually
done this.
Senator Tkachuk: I just thought it was odd.
Senator Furey: I should like to go back to this issue of documentation disclosed during a
compliance audit.
It was my understanding that any information obtained during a compliance audit could not be
disclosed, in accordance with section 55, among other sections, as you pointed out; that in fact
if information were disclosed it would render the evidence inadmissible. I hear you saying
today that if documentation were discovered it could be used in a non-compliance prosecution,
which would put it in open court. Is that correct?
Mr. Sankoff: That is correct. It could be used solely for the purposes of non-compliance. It is
highly arguable that material could not be subsequently used in a prosecution for a different
purpose because of the manner by which it was obtained. The act makes clear, first, that the
purpose in obtaining that information is for non-compliance. There are also constitutional
guarantees that back up that basic premise.
Senator Meighen: I appreciate, understand and support the idea of the necessity of protecting
privacy. On the other hand, Mr. Cullen, you have said that this put us right up there with our
international allies in the fight against organized crime in money laundering, et cetera. If, as
you say, the bill - which is entitled "An Act to Amend the Proceeds of Crime (Money
Laundering) Act" -- is designed solely to ensure that people are complying with an
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administrative requirement and that any evidence gathered in that process can only be used for
a non-compliance prosecution, how will we advance the war against money laundering?
Mr. Cullen: Senator, maybe we are not communicating well. First, if people are not
complying with the act in terms of reporting then FinTRAC and the whole legislative package
cannot click into operation, obviously. If people are not reporting when they should be, then
how can we ever get at money laundering? Therefore, you must have a mechanism to get
people who should be complying to comply with the reporting requirements of the act. Once
people are reporting, then the normal provisions of the act and the legislative package click
into place in FinTRAC.
The senator has raised an interesting point. If someone keeps non-complying, then that is
probably a challenge and that is one of the balances that we needed to bring to the table -balancing privacy with the need to deal with money laundering. If someone refuses to comply
continually then that would be a challenge.
We are looking at a small percentage. Many organizations will want to comply, or they will
comply. They may not know that they should be complying or they may not be complying in
the appropriate way, and we want to ensure that they will be complying with the act and
reporting.
For those players who do not comply because of the balance of privacy issue, we will be
challenged. I am sure it will be challenging.
Senator Meighen: Presumably the proposed legislation applies only to people in Canada. I
see a nod from behind. I would suspect that 99.99 per cent of those people are not money
launderers. They may be used by money launderers unknowingly; is that correct?
Mr. Cullen: I think there may be more than you would think.
Senator Meighen: There might be. That is fine. I am still having trouble understanding how
the reporting will do more than perhaps establish a pattern of carelessness or innocence, or a
pattern of continuing non-compliance, which then leads you to say that there is something
more here.
Mr. Cullen: Let me give you an example. If, under the Income Tax Act, someone is not filing
an income tax return, in a sense they are participating in tax evasion. However, there are
various forms of tax evasion. If they are not filling in a tax return, how will you ascertain
whether they are evading tax? You must first of all have people reporting and complying with
the reporting provisions of the legislation. Once they are doing that, then the provision kicks
in. That means that transactions are analyzed. If there is other corroborating evidence that
would suggest that the transactions are suspicious, that information would then be forwarded
in a tombstone way to the RCMP, and so forth. Without any reports, there is nothing much that
one can do with anything, I would suggest.
Senator Meighen: Fair enough.
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Senator Furey: Let's go back to the question on the evidence. You are still satisfied, I
presume, that there is the safeguard of the claim on solicitor-client privilege there, even during
a compliance audit on any documentation.
Mr. Sankoff: Absolutely. No matter what, the solicitor-client privilege exists. To be honest,
whether it in here or not, solicitor-client privilege is a claim at common law. The express
protections are set out here. The solicitor-client privilege will always take precedence in this
matter. If there is a valid claim of solicitor-client privilege, it will go before a judge to be tried.
Senator Furey: We all need diligent solicitors, Mr. Chairman.
Senator Wiebe: My question may be a little comical. I am not a lawyer, and I cannot always
understand some of their concerns.
Let us assume that this proposed legislation is passed and that I am in the drug trade and have
had a successful week. As such, I have a pile of money that I do not know what to do with it. I
cannot process it through the regular system because it will be detected by your people, who
are doing a great job. If I hire a backhoe operator and have him bury the money for me, will he
be under the law of compliance?
The Chairman: The backhoe operator may not know what is in the container.
Mr. Lalonde: The short answer is "no."
[Translation]
Senator Poulin: I would like to thank Mr. Cullen and Mr. Peterson for their speedy reply to
the questions we raised during our discussions on Bill C-22. The four changes that have been
tabled deal directly with the centre framework legislation. I would like to ask a similar
question to the one asked by Senator Tkachuk. If I understand correctly, the centre is
developing. It has a staff of 70 and an annual budget of $20 million, approximately. Under Bill
C-22, what is the status of the centre as a government agency?
[English]
Ms Smith: We are set up in the law as an independent agency at arm's length from law
enforcement agencies.
Senator Poulin: What is your relationship with the RCMP?
Ms Smith: We are at arm's length. It is very clear in the legislation that we are at arm's length
from all law enforcement agencies. I could give some specifics as to what that means.
Senator Poulin: No, I understand. What is the relationship, therefore, between the agency and
the Department of Finance?
Ms Smith: That is a bit more complicated.
Mr. Lalonde: The agency reports to Parliament through the Minister of Finance. Hence, the
Minister of Finance has oversight responsibilities. The legislation spells out the kind of
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oversight responsibilities the Minister of Finance has and the kinds of information the minister
is entitled, to exercise that responsibility. It is very clear in the legislation that the minister
does not have access to any personal identifying information.
[Translation]
Senator Poulin: Will the agency table an annual report to the House?
Mr. Lalonde: Yes.
Senator Poulin: On the issue of privacy, you said that any transaction of more than $10,000
must be reported, even if, for example, I am giving money to my daughter who lives abroad. Is
that right?
Mr. Lalonde: The payment bill stipulates that all transactions must be reported. Any cash
deposit of $10,000 or more must be automatically reported by the bank to the new agency.
Senator Poulin: If I ask my Canadian bank to transfer $15,000 to an American bank for my
daughter who lives in a different city, is the Canadian bank required to report this transaction?
Mr. Lalonde: As things stand now, the payment bill requires any transfers of $10,000 to be
reported.
[English]
Senator Tkachuk: To follow up on that, just so I understand this electronic transfer, because
we are talking about cash here when talking about illegal transactions, right? You do not
usually pay by credit card if you are doing something illegal; the transaction is usually done in
cash. I could understand perhaps an international transfer of money, from here to Bermuda or
the United States, or vice versa.
However, to clarify this, say that there is a transaction between two Canadian bank accounts.
Let us say that Senator Kolber transfers $12,000 to my account in Saskatoon.
The Chairman: That is highly unlikely.
Senator Tkachuk: Would there be a requirement to report on that?
Ms Smith: No, there is no requirement in the regulations.
Senator Tkachuk: Therefore, domestically there is no requirement.
Ms Smith: No, internationally the requirement is over $10,000.
Senator Setlakwe: I wanted to ask if it were international or domestic.
The Chairman: My initial understanding was that it applied to any wire transfer, but Ms
Smith has just said that it is only international.
Mr. Lalonde: The current draft regulations only concern international wire transfers.
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The Chairman: That was not expressed clearly before.
The committee fully understands that we are out to get the "bad guys" and not out to abuse the
"good guys" -- not to be simplistic about it. Almost all of the questions had to do with
compliance. We have not heard much, if anything, about what should be done when we have
those voluminous reports. We all appreciate that these are early times and that the waters are
being tested as we proceed.
The challenge is huge and it is not patently clear how this is to be resolved. One of the
suggestions that I would make to this committee is that we make a reference to the Senate to
have a review one year from now. That way, the appropriate officials will be able to outline
their experience on this issue to that date. I urge the committee to consider inviting the
witnesses back in one year or so for an update. Perhaps by that time there will be some
anecdotal evidence, if nothings else, about who has been abused in such cases and who has
not. The witnesses could also tell us whether any "bad guys" have been caught and whether the
system has worked.
With that in mind, I thank all the witnesses for their participation today. We, as a committee,
will do our best to see this matter through.

March 28, 2001 [Senate]

The Hon. the Speaker: Honourable senators, on Thursday, March 22, 2001, Senator Wiebe,
on behalf of Senator Kolber, presented the second report of the Standing Senate Committee on
Banking, Trade and Commerce dealing with Bill S-16, to amend the Proceeds of Crime
(Money Laundering) Act.
[Translation]
Since the bill was reported without amendment, the report stood adopted without motion under
rule 97(4). When I, as Speaker, asked when the bill would be read the third time, the Deputy
Leader of the Government in the Senate, Senator Robichaud, moved that it be placed on the
Orders of the Day for consideration at the next sitting.
[English]
At the appropriate time, Senator Kinsella raised a point of order based on two principles. First,
he questioned whether the bill was properly reported. Second, he sought clarification as to
whether Senator Robichaud had acted correctly in moving the motion to set the date for third
reading.
On the first point, Senator Kinsella expressed the view that the practice has been that when a
chair is not available to perform his or her functions, it falls upon the deputy chair to do so. He
asked whether the Banking Committee had authorized Senator Wiebe to present the report.
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Senator Knisella's fundamental concern was whether any member of a committee may present
a committee report.
[Translation]
Senator Kinsella's second concern was whether Senator Robichaud acted properly in moving
the motion to set the date for third reading. He noted that rule 97(4) provides that it is the
senator in charge of the bill who should move such a motion, and suggested that, since Senator
Robichaud was not the sponsor, he should not have moved that motion.
[English]
A number of senators then spoke to the issue. Senator Robichaud quoted rule 97(1), which
deals with the presentation of committee reports. That rule states:
A report from a select committee shall be presented by the chairman of the committee or by a
Senator designated by the chairman.
Senator Robichaud felt that Senator Wiebe had acted properly, since Senator Kolber had asked
him to act on his behalf. As to the second matter raised by Senator Kinsella, Senator
Robichaud noted that the bill in question was government legislation. He suggested that, as
Deputy Leader of the Government, he could move the motion to set the date for third reading.
Senator Wiebe then intervened to confirm that Senator Kolber had asked him to present the
report. Subsequently, Senators Tkachuk, Carstairs, Lynch-Staunton and Taylor also
participated in the debate, which can be found on pages 422 to 424 of the Debates of the
Senate. I wish to thank all honourable senators for their contribution to the consideration of
this issue.
Senator Kinsella's point of order touches directly on section 1 of rule 97, as quoted above, and
section 4 of the same rule, which states:
[Translation]
When a committee reports a bill without amendment, such report shall stand adopted without
any motion, and the Senator in charge of the bill shall move that it be read a third time on a
future day.
[English]
With regard to the first element of the point of order, which relates to the propriety of Senator
Wiebe presenting the report, similar issues have been raised in the past.
On February 24, 1998, Senator Callbeck presented reports of the Banking Committee on
behalf of Senator Kirby, the committee's chair. Senator Kinsella asked why the chair or deputy
chair had not presented the report. Senator Callbeck replied that she had been asked by Senator
Kirby to present the report. Senator Kinsella accepted this response, although he indicated that
he did not view it as a precedent.
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On December 8, 1999, Speaker Molgat dealt with a point of order raised the previous day by
Senator Kinsella. In his point of order, Senator Kinsella questioned, among other things,
whether the Banking Committee had adopted a motion to report Bill S-3, an income tax
convention bill, and whether the committee had authorized Senator Hervieux-Payette to report
the bill.
At that time, Senator Kolber, the chair of the committee, noted that he had authorized Senator
Hervieux-Payette to act on his behalf. Speaker Molgat made a point of noting that, as Speaker,
he had no authority to question whether the senator presenting the report had been designated
and that he must depend upon the committee chair to have done so. In light of rule 97(1),
Speaker Molgat did not find that Senator Kinsella's point of order had been established.
As noted previously, in the present case, Senator Wiebe also confirmed to the house that
Senator Kolber had asked him to present the report as rule 97(1) allows. I should like to
confirm my support for Speaker Molgat's position. In my opinion, the statement by Senator
Wiebe was not strictly necessary. If an honourable senator declares that he or she is doing
something on behalf of another, this declaration should be taken in good faith and should only
become an issue if the designator were to indicate that there had been a misunderstanding.
(1430)
Pursuant to rule 97(1), I therefore find that the report to the Senate was properly presented.
I will now turn to the second element of the point of order, as to whether Senator Robichaud
acted properly by moving the motion to set the date for third reading of Bill S-16. In relation
to rule 97(4), I would note that our rules do not provide a clear definition of "the Senator in
charge of the bill.'' In the case of a government bill such as S-16, the Leader of the
Government in the Senate is ultimately responsible for it — indeed, that position appears on
the cover of the bill. In keeping with rule 4(d), the deputy leaders on both sides often act on
behalf of their respective leaders in this chamber.
[Translation]
In addition, the senator serving as sponsor of a bill — who begins debate at second reading —
has a high degree of involvement throughout the process, often including moving the motion
to set the date for third reading. Finally, in matters resulting directly from a committee's work,
as in this case, the committee chair may also be involved.
[English]
Senate practice with respect to moving the motion to set the date for third reading reflects the
variety of senators who may be involved in the process. For government bills, there have been
many cases in which a senator other than the Leader of the Government has moved this
motion. The Deputy Leader of the Government has often moved this motion.
To take a few examples, during the Second Session of the Thirty-sixth Parliament, the Deputy
Leader of the Government moved this motion for Bills C-10, C-22 and C-26. During that same
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session, chairs of committees reporting government bills sometimes moved the motion in
question. This was the case, for example, with Bills S-18, C-2 and C-7.
Therefore, while the rules do not define the phrase "Senator in charge of the bill,'' Senate
practice would suggest that, at least for legislation, the Leader of the Government, the Deputy
Leader of the Government, the sponsor of the bill or the designate can move the motion to set
the date for third reading.
Honourable senators, in light of the Rules of the Senate and Senate practice, I find that the
second element of this point of order has also not been established. Bill S-16 was properly
reported and the motion to set the date for consideration at third reading was properly moved.
We will now proceed to the order.
[Translation]
Bill to Amend—Third Reading—Debate Adjourned

Hon. George J. Furey moved the third reading of Bill S-16, to amend the Proceeds of Crime
(Money Laundering) Act.
He said: Honourable senators, I am delighted to have the opportunity to speak today at third
reading of Bill S-16, to amend the Proceeds of Crime (Money Laundering) Act.
[English]
Honourable senators, the predecessor to Bill S-16 was Bill C-22, which became law last June.
The enactment of that bill was an important milestone in Canada's legislative framework for
fighting organized crime and money laundering. It strengthened the previous statute by adding
measures to improve the detection, prevention and deterrence of money laundering in Canada.
As a member of both the G7 and the Financial Action Task Force, FATF, Canada had
committed to improving its anti- money laundering regime. It was important, then, that we be
seen by our international partners to be making progress on this front, particularly since the
FATF was publicly listing countries with deficient anti-money laundering controls right
around the time that our legislation was being passed.
The timely passage of Bill C-22 brought our anti-money laundering legislation into line with
international standards. At the same time, our domestic law enforcement agencies were in
need of better enforcement tools here at home, and Bill C-22 also responded to their needs. As
a result, Canada now has a system that provides for the mandatory reporting of suspicious
transactions and the reporting of large cross-border movements of cash or monetary
instruments, such as travellers' cheques, to the Canada Customs and Revenue Agency.
Bill C-22 also established the new Financial Transactions and Reports Analysis Centre of
Canada, FinTRAC, which officially came into being on July 5, 2000. FinTRAC will analyze
reports and provide information to police to assist them in the investigation and prosecution of
money laundering offences.
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FinTRAC is subject to the many privacy safeguards contained in the act. These safeguards are
supported by criminal penalties for any unauthorized use or disclosure of personal information
under FinTRAC's control. In addition, FinTRAC is subject to the federal Privacy Act and the
protections therein.
In summary, honourable senators, the new act responded to the domestic law enforcement
community's need for additional means of fighting organized crime by more effectively
targeting the proceeds of crime. It responded to Canada's need to meet its international
responsibilities in the fight against money laundering, and it did so while providing safeguards
to protect individuals' privacy.
When the Standing Senate Committee on Banking, Trade and Commerce considered Bill C22, committee members believed that the act would be further strengthened and they suggested
amendments to certain provisions. The Secretary of State for International Financial
Institutions made a commitment to the committee to introduce legislation to address a number
of these concerns. Bill S-30 was subsequently introduced, but it died on the Order Paper when
the election was called last fall.
This is the same bill that we considered last fall, and because of this, I urge honourable
senators to pass it quickly so that we may proceed to other business.
The amendments contained in Bill S-16 relate to four specific issues. The first deals with the
process for claiming solicitor-client privilege during a FinTRAC audit. I should mention that
FinTRAC is authorized to conduct audits to ensure compliance with the act. At present, when
conducting a compliance audit of a law office, FinTRAC must provide legal counsel with
reasonable opportunity to claim solicitor-client privilege on any document it possesses at the
time of the audit.
The amendment in this bill pertains to documents in the possession of someone other than a
lawyer, and it requires that this person be given a reasonable opportunity to consult a lawyer in
order to make a claim of solicitor-client privilege.
The second amendment ensures that nothing in the act will prevent the Federal Court of
Canada from ordering the Director of FinTRAC from disclosing certain information as
required under the Access to Information Act or the Privacy Act. It was the intent of the
original Bill C-22 that the recourse of individuals to the Federal Court of Canada be fully
respected. This amendment ensures that this will be done.
The third amendment more precisely defines the kinds of information that may be disclosed to
the police and other authorities specified in the act. It clarifies that the regulations setting out
this information may only cover similar identifying information regarding the client, the
institution and the transactions involved.
[Translation]
Finally, the last amendment guarantees that all reports and information in the possession of the
Financial Transactions and Reports Analysis Centres of Canada will be destroyed after a
prescribed period.
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[English]
Information that has not been disclosed to the police or other authorities must be destroyed by
FinTRAC after five years. Information that has been disclosed to the police or other authorities
must be destroyed after eight years.
(1440)
In conclusion, honourable senators, these four amendments complement the existing
legislation and, indeed, improve it. Bill C-22 addresses this need for more effective tools to
combat money laundering and organized crime. Together with these four amendments it does
so in a manner that protects individual privacy. The legislation will go a long way to help deter
and detect money laundering and allow Canada to more effectively cooperate internationally
in combating this global problem.
Honourable senators, I encourage you to give your support to this bill.
On motion of Senator Kelleher, debate adjourned.
April 4, 2001 [Senate]

Hon. James F. Kelleher: Honourable senators, I rise today to speak on third reading of Bill S16, to amend the Proceeds of Crime Act or, as it is more widely known, the Money
Laundering Act. The amendments contained in this bill are based upon an undertaking made
by the government to the Senate Banking Committee last June.
As honourable senators will know, every June the Liberals are anxious to pass every bill that
they can before the summer recess. Last June was no exception.
In the case of the money laundering bill, rather than agreeing to make the amendments that all
agreed were necessary, the Secretary of State responsible for Financial Institutions instead
undertook to make the changes at a later date. I suppose anything can be fixed later, but I
question the point of conducting a thorough study of any bill when needed amendments are
simply put off until a later date.
Honourable senators, in addition to the undertakings made by the minister last June, the
Standing Senate Committee on Banking, Trade and Commerce also unanimously made three
other recommendations for the minister to consider and, hopefully, implement. When this bill
was introduced, we were dismayed to discover that the Liberal government had chosen to
ignore our recommendations.
Nonetheless, the Progressive Conservative members of the committee were intent on again
pursuing the proposed amendments when the bill was referred to the committee for its
consideration. After hearing more testimony on the issues, we decided that we would
reintroduce only one amendment, that of reducing the time periods for the ongoing review of
the act itself and the new money laundering agency in particular.
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I should note that this new agency is called the Financial Transactions and Reports Analysis
Centre, or FINTRAC for short.
Our members of the committee believed that we had heard enough testimony from various
witnesses, including FINTRAC, to justify our concerns about exactly what information was to
be collected from whom, and what was to be done with it. We were surprised, therefore, when
Liberal members of the committee questioned whether our amendment was in order. After
some debate, the decision was made to rule it out of order. The end result is that the committee
rejected an amendment that was almost identical to the one that was supported by the
committee just nine months ago.
Our colleagues in the House will now have an opportunity to study this bill further. We hope
that they will get somewhat more consideration for their efforts than we received.
The Hon. the Speaker: Is it your pleasure, honourable senators, to adopt the motion?
Hon. Senators: Agreed.
An Hon. Senator: On division.
Motion agreed to and bill read third time and passed, on division.

May 10, 2001 [House of Commons][Entire Exchange]
Hon. David Collenette (for the Minister of Finance) moved that Bill S-16, an act to amend
the Proceeds of Crime (Money Laundering) Act, be read the second time and referred to a
committee.
Mr. Roy Cullen (Parliamentary Secretary to Minister of Finance, Lib.): Mr. Speaker, I
welcome the opportunity to speak today at second reading of Bill S-16, an act to amend the
Proceeds of Crime (Money Laundering) Act. This bill would improve upon its predecessor,
Bill C-22, which received royal assent last June. That bill was needed for several reasons.
Allow me to take a moment to review some of the background to that bill.
[Translation]
As hon. members know, money laundering in recent years has become more and more of a
problem in Canada. By definition, money laundering is the process by which dirty money from
criminal activities is converted into assets that cannot be easily traced back to their illegal
origins.
[English]
Today's open borders provide criminals with a daily opportunity to launder millions of dollars
in illegal profits with the intention of making the profits look legitimate. These activities can
undermine the reputation and integrity of financial institutions and distort the operation of
financial markets if adequate measures are not in place to deter money laundering.
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To illustrate the magnitude of the problem, it is estimated that between $5 billion and $17
billion in criminal proceeds are laundered through Canada each year. A significant portion of
this laundered money is linked to profits from drug trafficking.
Money laundering became a crime in Canada back in 1989. Prior to Bill C-22 Canada had
many of the building blocks of an anti money laundering program in place within the criminal
code and the previous Proceeds of Crime (money laundering) Act. However the government
realized that much more needed to be done to combat the problem.
[Translation]
On one hand, the government was being pressured by law enforcement agencies for better
enforcement tools. At the same time, on the international front, Canada was subject to scrutiny
because of perceived gaps in our anti money laundering arrangements.
[English]
In 1997 the 26 member financial action task force on money laundering, the FATF of which
Canada is a founding member, found Canada to be lacking in certain key areas and strongly
encouraged us to bring our anti money laundering regime in line with international standards.
As a result of pressure here and internationally, the government brought in Bill C-22 in the last
parliament. That legislation strengthened the previous statute by adding measures to improve
the detection, prevention and deterrence of money laundering in Canada. Bill C-22 contained
three distinct components which enabled Canada to live up to its international commitments.
First, the bill provided for the mandatory reporting of suspicious financial transactions.
Second, the legislation required that large cross-border movements of cash or monetary
instruments like travellers' cheques be reported to the Canada Customs and Revenue Agency.
Third, Bill C-22 provided for the establishment of the Financial Transactions and Reports
Analysis Centre of Canada, FINTRAC, which came into being on July 5, 2000. An
independent agency, FINTRAC is set out to receive and analyze reports and to pass on
information to law enforcement authorities if it has reasonable grounds to suspect that
information would be relevant to a money laundering investigation or prosecution.
[Translation]
I should also mention that there are safeguards in place to ensure that the collection, use and
disclosure of information by FINTRAC are strictly controlled. These safeguards are supported
by criminal penalties for any unauthorized use or disclosure of personal information under
FINTRAC's control.
[English]
FINTRAC is also subject to the federal Privacy Act and its protections.
Bill C-22 was welcomed last year by members on all sides of the House for several reasons.
First, it responded to domestic law enforcement communities needs for additional means of
fighting organized crime by more effectively targeting the proceeds of crime.
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Second, it responded to Canada's need to meet its international responsibilities in the fight
against money laundering. It did so while providing safeguards to protect individual privacy.
In spite of these accomplishments, several of our hon. colleagues in the other place believed
the act could be strengthened even further and could benefit from additional amendments. The
government agreed and the result is Bill S-16, the legislation before us today.
Let me take a moment and provide some background.
[Translation]
When Bill C-22 was studied by the standing Senate committee on banking, trade and
commerce last spring, members of the committee indicated that while they supported the bill
the legislation would benefit from amendments to certain provisions.
[English]
The Secretary of State for International Financial Institutions made a commitment at that time
to clarify the act by including several of the changes requested by the committee. The result
was Bill S-30 which was introduced last fall and subsequently died on the order paper when
the election was called. It was reintroduced in this parliament as Bill S-16.
The amendments in this bill relate to four specific issues. The first deals with the process for
claiming solicitor-client privilege during an audit by FINTRAC. The agency is authorized to
conduct audits to ensure compliance with the act.
The current legislation contains provisions that apply when FINTRAC conducts a compliance
audit of a law office. FINTRAC must provide a reasonable opportunity for a legal counsel to
claim solicitor-client privilege on any document it possesses at the time of the audit.
[Translation]
The proposed measure in Bill S-16 pertains to documents in the possession of someone other
than a lawyer. It requires that that person be given a reasonable opportunity to contact a lawyer
so that the lawyer could make a claim of solicitor-client privilege.
[English]
Another measure would ensure that nothing in the act would prevent the federal court from
ordering the director of FINTRAC to disclose certain information as required under the Access
to Information Act or the Privacy Act.
The amendment would ensure that the recourse of individuals to the federal court would be
fully respected. Indeed this was the intent of the original bill, Bill C-22.
The third amendment more precisely would define the kinds of information that could be
disclosed to police and other authorities specified in the legislation. It would clarify that the
regulations setting out this information could only cover similar identifying information
regarding the client, the institution and the transactions involved.
Finally, Bill S-16 would ensure that all reports and information in FINTRAC's possession
would be destroyed after specific periods. Information that has not been disclosed to police or
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other authorities must be destroyed by FINTRAC after five years. Information that has been
disclosed must be destroyed after eight years.
Bill C-22 introduced sweeping changes to Canada's anti money laundering regime. First, it
introduced new reporting requirements which would result in more reliable, timely and
consistent reporting. Second, it introduced centralized reporting through FINTRAC which
allowed much needed and much more sophisticated analysis.
[Translation]
Third, successful prosecutions that benefit from analysis by FINTRAC can lead to court
ordered forfeiture of the proceeds of criminal activities.
[English]
Above all, these benefits would be achieved in a way that respects the privacy of individuals.
The additional amendments contained in Bill S-16 would only serve to further strengthen and
improve this statute.
Irrespective of party affiliation, I am confident that all hon. members will fully support the bill.
I urge members to give the legislation quick and speedy passage so that we may proceed to
other items on the government's legislative agenda.
Mr. Maurizio Bevilacqua: Mr. Speaker, I rise on a point of order to seek unanimous consent
to revert to routine proceedings for the purpose of tabling a committee report.
The Speaker: Is there unanimous consent of the House to revert to tabling of reports by
committees?
Some hon. members: Agreed.
Some hon. members: No.
Mr. Keith Martin (Esquimalt—Juan de Fuca, Canadian Alliance): Mr. Speaker, it is a
pleasure to speak to Bill S-16. It is long overdue, and deals with one of the most important
aspects of crime in the country today.
It is estimated that a majority of crime today relates to organized crime. Bill S-16, an act to
amend the Proceeds of Crime (Money Laundering) Act is one we support.
For a long time the Canadian Alliance has worked hard to influence the government to address
in a very reasonable way the large problem that affects every single riding in our country. The
extent and depth of the problem of organized crime is extensive.
Organized criminals not only take advantage of the existing laws and working above the law,
but also working beneath society and below the law. They hide behind the law when it is
advantageous and flaunt it when it serves their benefit.
Historically many people may consider organized crime as the biker on a Harley Davidson,
engaging in prostitution, drug abuse and in the buying and selling of drugs. Organized crime is
much more than that. It is a national and transnational problem which will require a coordinated effort not only within our country but also among nations. Organized crime gangs
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have formed transnational groups that are capitalizing on the globalized markets in our
country.
Organized crime gangs deal not only with the traditional forms of money laundering, drugs,
prostitution and the violence that goes with that, they also deal with a considerable amount of
white collar crime. That white collar crime involves setting up businesses and engaging in
illegal activities.
Organized crime groups set up shell companies that profess to deal with the cleanup of
environmentally toxic areas. They offer their services to businesses. They tell them that they
will take their waste products and dispose of them sensibly. What they do is take those waste
products, charge the company and then dump them illegally, polluting our land, our air and our
water.
They also take the moneys from things like prostitution, drugs and weapons. They also take
money from trafficking endangered species, which is second in the entire world in the
trafficking of illegal products. That money is put it into illegal businesses.
The problem is how do we deal with these organized crime groups? Police officers have told
us that we have to go after the money. If we can take away the money underpinnings of
international groups then we will crush them.
Here is a case in point. In the United States a crime gang took those moneys and bought a
casino. That was followed up and the casino was apprehended. The moneys from the sale of
that property went into fighting crime.
The same thing happens in countries like Ireland, South Africa and south of the border.
However, to understand why this is so important, we have to look at the impact of organized
crime in our society today.
In Canada it is estimated that it costs us $5 billion to $9 billion a year, which includes
insurance, cellular phone, credit card and telemarketing fraud, and much more. Between $5
billion and $17 billion a year is laundered in Canada. That is why we are known as a haven for
organized crime.
Imagine $5 billion to $17 billion being laundered in our country. That is a huge amount of
money. It impacts our civil society in ways of which we are unaware. The cost of this impacts
upon all of us. It impacts our insurance costs, because of motor theft. There is also securities
fraud. This is not to mention the violence generating effects of the illicit drug trade which has
had such a profound and negative impact upon our society. That is why we support this bill.
I came back from Colombia in February. There are enormous effects as a direct result of the
illicit drug trade in that part of South America.
Canada is poised for a flood of pure, cheap heroin that will undercut the price of cocaine. This
will mean that on the streets there will be a higher number of addicts, a greater number of
overdoses and deaths, not to mention the increasing incidence of the transmission of hepatitis
B, C and HIV among the drug users. That is why many of us have asked the government to
deal with drug use in a more pragmatic and less punitive way by looking at models in Europe
which can be employed here. In fact I had put forth a private member's bill to that effect.
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Another thing the government could do is employ RICO-like amendments which have been in
the United States since 1970. These amendments would allow the government better
opportunities to go after and apprehend civil property, civil forfeiture, as well as criminal
forfeiture upon conviction of the properties that are used or acquired through illegal uses.
I also want to take a moment to look at the international aspects of organized crime. In many
of the hot spots around the world, from Nigeria to Somalia, Central Africa, Sierra Leone,
Colombia, Brazil, Paraguay, Bolivia and Venezuela, we can see the impact and the integration
of organized crime in society, particularly in societies that are in a very tenuous place.
When the price of oil went down in Nigeria, organized crime insinuated itself into the country.
It has become a haven for the trafficking of cocaine, heroin and diamonds.
I have had a chance to visit South Africa some 12 times since 1986. That country made some
good changes, but unfortunately has suffered from a breakdown in law and order. Organized
crime gangs saw an opportunity to insinuate themselves into a country which was trying to get
on its feet. As a result, South Africa has become a haven for organized crime and for the
trafficking of contraband, particularly drugs.
This is a very serious problem because it destabilizes these countries. Look in the heart of
darkness of Africa where the blood of tens and hundreds of thousands of people has been
spilled. We can see how mercenary groups, in conjunction with organized crime groups
functioning in a transnational way, have used diamonds to further their ends of making money.
However it has also contributed to the deaths of hundreds of thousands of innocent people and
the furthering of conflict in these areas.
The point I am making is that while the actions of organized crime are known, they are not
only a domestic problem, they are a transnational and international problem. These actions
also contribute to the furthering of conflicts in some of the worst parts of the world. Hundreds
of thousands of innocent people are killed in areas where democratic rules and the rule of law
with respect to human rights are simply absent.
Organized crime groups have no compunction whatsoever in insinuating themselves into
conflict that occurs in these areas. They grasp and capitalize on these problems. In many cases
we think some of these battles are mostly over religion. We see the issue of Sudan being one
of them. However it has more to do with money.
In Somalia it was looked at as a fight between rival clans. In effect, a larger part of it had to do
with the trafficking of something called khat, which is a drug. The trafficking, the influence
and involvement of organized crime gangs has a profound impact upon these conflicts.
This is a great opportunity for the Minister of Finance, who is the head of G-20 at this point, to
try to work with the Bretton Woods institutions and use them as a lever to address the issue of
organized crime. The IMF should have built in opportunities to analyze where moneys are
going to make sure that organized crime is not benefiting from it. Similarly, the World Bank
and the other IFIs need to look at where the money is spent to make sure it is not being
channelled into illegal operations.
Russia is a prime case. Billions of dollars of western money has gone into Russia in good faith
to try to stabilize the economic situation. Unfortunately, a lot of that money has fallen into the
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hands of the oligarchs that have ruled a large chunk of that country for far too long. I know
Mr. Putin is working hard to deal with that.
I can only encourage the Minister of Finance to work with the international community to
implement levers which will ensure that moneys being spent are used for proper monetary and
fiscal stability in these countries and are not being siphoned away by individuals who are
thugs in business suits.
In closing, I again emphasize that organized crime takes a big bite out of our economy and has
many seen and unseen negative effects upon Canada. We support the bill and encourage the
government to strengthen it as time goes on, by implementing methods to have criminal and
civil forfeiture for individuals who are engaging in crime and by implementing RICO-like
amendments in this country. We should work with the international community to ensure that
similar laws are implemented so we can have a transnational, multifactorial approach to this
scourge among us.
Mr. Ken Epp: Mr. Speaker, I rise on a point of order. We have our communications
straightened out now between the parties and if you would seek it, I think you would now find
unanimous consent to revert to daily routine of business, presenting reports from committees,
so that the finance committee report could be presented by the member for Vaughan—King—
Aurora.
The Speaker: Is there unanimous consent to revert to presentation of committee reports?
Some hon. members: Agreed.
Mr. Paul Crête (Kamouraska—Rivière-du-Loup—Témiscouata—Les Basques, BQ): Mr.
Speaker, it is a pleasure to rise today to speak to Bill S-16, an act to amend the Proceeds of
Crime (Money Laundering) Act.
First, let me remind the House that proceeds of crime covers anything seized that was, in the
court's opinion, used to commit an offence or gained as a result of the offence.
This is just one piece of legislation among many others that were passed. Our society is now
facing a major problem that has grown in scope in the last few years, with organized crime
becoming a complex, international and ever changing industry that goes beyond traditional
crime.
We now have technology based crime and international crime. For instance, drug traffic is run
just like any other business, except for the fact that what is being traded is illegal, and of
course new technologies are also used to commit crime.
As citizens, we often feel helpless. On the news, we hear about events, about people who are
accused and about crimes, and we are not quite sure about the cause. The whole community
wants governments to address this problem.
We in the Bloc Quebecois can be proud of the courage shown by our leader and our team,
particularly during the last election campaign. We have made proposals and prodded the
government into finally taking action. I think the leader of the Bloc Quebecois deserves credit
for that, as well as those members who work on justice issues, including the member for
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Berthier—Montcalm, the member for Saint-Bruno—Saint-Hubert and the member for
Hochelaga—Maisonneuve. They lead initiatives aimed at fighting organized crime, directly or
indirectly, and its consequences.
Organized crime has an impact on poverty. People who are most vulnerable make easier
targets. They are more easily used. We must be aware of the fact that the related social and
economic costs for our society are considerable.
The bill before us amends the Proceeds of Crime (Money Laundering) Act. The act it is based
on needs certain adjustments, which are contained in this bill. We hope they will enable us to
fight organized crime more effectively.
Clause 1 of the bill says that reports and all information will be retained for five years, which
is what the current act says, but then it sets out the circumstances under which three years will
be added to that period.
The retention period will thus be eight years, when the Financial Transactions and Reports
Analysis Centre of Canada passes information either to law enforcement authorities or to the
Canada Customs and Revenue Agency, the Canadian Security and Intelligence Service, the
Department of Citizenship and Immigration, an agency in a foreign state or an international
organization with a mandate similar to the centre's.
In other words, adding three more years will make documents available for a longer period of
time. They will be retained longer.
In the case of crimes requiring time consuming investigations or the retrieval of evidence that
might have been seized in the course of a previous investigation, this gives an added
opportunity to do so.
Moreover, the addition to section 54(1) of the Proceeds of Crime (Money Laundering) Act
provides that each report received and all information received or collected shall be destroyed
on the expiry of the applicable period.
This clause clarifies certain provisions regarding the retention and destruction of information.
This does not raise any particular issue, but it is important to note that such is the intent of the
lawmakers that we are, and that this type of amendment was necessary to make the act more
efficient in the fight against organized crime.
Clause 3 came about as the result of the realization that under the current act the federal court
had no jurisdiction in this matter. With this amendment, no provision of the act will prevent
the federal court from ordering the head of the centre to disclose information in accordance
with the Access to Information Act and the Privacy Act, thus making the act easier to enforce.
This clause is yet another one to make enforcement of the act easier and more effective. We
are also told that the spirit of the act already allowed the federal court to play its role in that
regard.
Now, by amending the text, we are making sure that not only the spirit but also the letter of the
act allows that. This may prove very useful when dealing with organized crime, since those
who are charged often have very good defence lawyers. Of course, it is the role of these
lawyers to make sure that their clients are properly defended, but we must make sure that it is
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not possible, through some flaw, to miss the main issue when taking someone to court or
preparing evidence. This is also the purpose of that clause.
Then there is a clause dealing with the whole issue of solicitor-client privilege. We have a
problem with that clause because any interpretation of the said clause, in its current wording,
would be pure speculation. This provision is very vague. It does not specify its objective. We
were told that it was included because of the concerns expressed by accountants, who wanted a
privilege similar to the solicitor-client privilege granted to lawyers.
This clause will have to be reworded to make it easier to understand. Some work will have to
be done in that regard, probably in committee, to come up with useful amendments.
In conclusion, the first three clauses of the bill include amendments designed to clarify the
intent of the provisions they amend, and these amendments do not change the substance of the
Proceeds of Crime (Money Laundering) Act.
However, as I just mentioned, there is a problem with clause 4. We simply cannot figure out
this provision. It is very vague. I think we would be better off with no provision than one that
is worded like this one.
Still, the best option might be to rewrite the clause so that we can see if it is an amendment
that can be used in the fight against money laundering.
Obviously, we in the Bloc Quebecois were in favour of the Proceeds of Crime (Money
Laundering) Act, and in particular we were behind the elimination of the $1,000 bill. This was
called for, supported, debated and in the end successfully defended by the hon. member for
Charlesbourg—Jacques-Cartier. The government finally moved on this.
In my opinion, the Bloc Quebecois record is impeccable. We have proposed several concrete
measures to improve the situation, to ensure that the state is properly equipped to fight
organized crime. We hope there are still other tools to be laid on the table in order to ensure
that we end up with everything required to do away with this scourge, to eliminate this
situation, and to ensure that within this society there is less and less of a parallel universe and a
parallel economy, which penalizes our entire society by the way it operates.
For all these reasons, we are going to vote in favour of Bill S-16, on condition that clause 4 is
clarified for the reasons I have already given.
I therefore invite the House to support this bill which will, as soon as possible, enable the
departmental staff concerned to do their job more diligently and with more appropriate tools,
so that results can be attained. This is but one of the tools necessary to fight organized crime,
but it is a useful one.
[English]
Ms. Libby Davies (Vancouver East, NDP): Mr. Speaker, I am pleased to rise today to
contribute to the debate on Bill S-16. The New Democratic Party supported Bill C-22 in the
previous parliament, which was approved and received royal assent. We voiced a number of
concerns as it went through committee stage and amendments. We are glad to see that some of
those concerns are being addressed in Bill S-16.
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Members of the NDP like other members of the House are extremely concerned about the
impact of organized crime on our local communities and across the country. There is no
question that it is something that is very sophisticated. It is very pervasive and has a huge
impact on many people's lives.
Personally, as well as in terms of financial institutions and various businesses, we are all very
familiar with cases that do come to public light. They give us a glimpse of the kind of
operation that exists outside the law in terms of money laundering, the profits from organized
crime and how they are dealt with.
For most people it is a fairly frightening glimpse when we look at a system that is so complex.
As in previous legislation the attempts in this legislation to deal with that sophistication and to
find the appropriate mechanisms to track where money is flowing, where the proceeds of
organized crime are coming from, is very important.
The NDP put forward some concerns about the original bill. In any legislation there has to be a
balance between a reasonable right and invasion of privacy. There must be an understanding
that the power of the state is not absolute. When a new agency is created with far reaching
powers we have to be very careful about how it is set up.
For example, before Bill C-22 was approved we and a number of witnesses who came forward
to debate the bill expressed concerns about whether or not there was potential for charter of
rights violations, that the guarantees of reasonable search and seizure appeared to be at risk.
We were also very concerned about the possible pressures there would be on consumers.
Needless to say, there would probably be a significant cost in setting up any sort of regime to
track and communicate suspicious transactions. I do not know if that has been spelled out, but
it seems to me that it would be enormous in terms of what the responsibilities would be for
financial institutions and how that would get passed on to law abiding consumers.
Members of the NDP were also very concerned about the fact that the bill did not address what
is often referred to as white collar crimes or technology based crimes. Unfortunately this is a
huge area that is booming. We are all very familiar that the growth of the Internet and
computers in general, credit card fraud, telephone fraud, stock market manipulation and
computer break-ins are all things that can be characterized as technology based crimes or
white collar crimes. There is no question that there is a very serious element within that which
is perpetrated by organized crime. It seems to us that the original bill did not and the
legislation before us today does not adequately address the concerns that surely must be
addressed in terms of technology based crimes.
In the debate today I heard a number of members talk about different elements of organized
crime and the impact they have. The member for Esquimalt—Juan de Fuca spoke about the
drug trade and its human impact. I will spend a couple of minutes speaking about that as well
because it strikes me that there is a contradiction.
On the one hand, as we should, we go to great lengths to deal with a legal apparatus and the
setting up of a new agency, FINTRAC, the Financial Transactions and Reports Analysis
Centre of Canada, as it is called, and what a mouthful that is. We go to great lengths to set up a
very elaborate system for tracking suspicious transactions, trying to trace what has happened
and making sure that there is adequate reporting.
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On the other side of that coin in terms of organized crime and the billions of dollars that are
generated illegally through drug trafficking and drug use and the profits that are made, we do
not pay enough attention to the human costs that are very clearly evident on our streets, in
urban centres and even in smaller communities across Canada. I have only to look at my own
riding of Vancouver East to see the devastation that happens in an environment where illegal
drug activity is a huge underground economy.
I believe, and I certainly would echo the comments from the member for Esquimalt—Juan de
Fuca, that we have to pay attention to that human side. We have to recognize that in some
respects it is the illegality of those substances, heroin or crack cocaine or other substances, that
drives this underground market and in effect criminalizes addicts when they are on the street
with very few resources. We end up with a community where people are literally dying on the
streets from overdoses.
It strikes me as a horrible irony that while on the one hand we can somehow relate to this issue
from a legislative point of view by setting up this centre, on the other we cannot relate to this
issue from a human point of view and take the actions that are necessary to actually reduce the
harm of what is happening on our streets because of these illegal substances.
I would also add that we need a saner, more humane approach to drug use in Canada and we
need to be seriously willing to reform Canada's drug laws, which have not been reformed for
decades. We have had Senate hearings. We have had debates in the past where some of these
issues have been debated very seriously, but not in recent times. If we took the time to do that
I believe we would go a long way toward dealing with some of the causes of the devastation
we see on our streets. We could in fact look at the issue of how organized crime is being
driven by this very lucrative business of drug use.
We could look to the experience of what is happening in Europe, where the approach has been
to medicalize drug use and addiction instead of criminalizing people. The approach has been
to try to remove the harm from buying drugs on the street. Not only has there been a huge
financial saving in health care costs and judicial costs, but lives have been saved as well.
I wanted to make that point because it seems to me that we are missing the boat unless we look
at the total picture. We cannot just say that all this money is coming from organized crime and
a lot of it is coming from drugs unless we are willing to examine Canada's drug policies and
recognize that they need to be seriously reformed.
For example, even with marijuana we see the stories about grow operations in the papers all
the time. In east Vancouver there are media reports of various grow busts taking place. We are
talking about multimillion dollar operations. It seems to me that if we had the courage to
examine our drug policy laws and to seriously look at reform of those laws we would be going
a long way in terms of removing the incentive and the huge opening that exists for organized
crime to become a part of the underground economy. That is a very important aspect of the
debate.
In regard to the bill before us today, I did want to say that the NDP certainly supports the
amendments that are contained in the bill as a result of the previous bill, Bill C-22. We support
them in principle. Important questions were raised as a result of Bill C-22. It is notable that
there has been a sort of second look based on the issues raised previously, for example,
knowing how long this new centre would be able to retain the information it collects and
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whether there are issues in terms of the balance between the right to retain information or
dispose of it.
Another question was about when and how that information would be disposed of. If an
agency is created, for how long does it have a right to have that information and in which
manner can it be disposed of? If information is to be disclosed to law enforcement authorities,
how should that be done? Those issues needed to be more clearly spelled out and we certainly
feel that the present legislation goes some distance to addressing those concerns put forward
by witnesses and by different parties in the House.
In conclusion, at this time we in the NDP are pleased to continue our support in principle. We
think it is an important bill. It has obviously had strong support within the House. It is always
good to have a second look based on evidence from witnesses to make sure that the bill is fine
tuned to address concerns put forward.
I hope as the debate continues that the government will pay attention to the concerns that are
still being expressed. It seems to me that there is strong general support but some areas still
need to be looked at.
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC): Mr. Speaker, I appreciate
the opportunity to speak to the bill. This is a very important piece of legislation and I
commend the previous speakers, including my colleague from the New Democratic Party. It is
interesting to note that many members have picked up on the fact that those in the other place
have served a very useful purpose in reviewing the legislation and improving upon the
legislation, as is often their wont.
I should indicate at the outset that I will be splitting my time with the hon. member for
Kings—Hants.
Bill S-16 essentially deals with a response to concerns that were raised by the Senate banking
committee. Bill S-16 amends the Proceeds of Crime (Money Laundering) Act and particularly
focuses on areas of solicitor-client privilege, the disclosure of information and records
retention. This is, of course, information that is critical in tracing the origins and whereabouts
of potential assets linked to criminal activity. The money laundering that takes place in Canada
is of great concern to our citizenry and certainly to our law enforcement community.
Money laundering, as the Speaker would know, is a process by which criminals attempt to
conceal profits earned from crime so that the money appears as if it comes from legitimate
sources. When all traces of the money's criminal origins are erased, the money can safely be
used to buy goods and services.
It is shocking to think that between $5 billion and $17 billion is laundered in Canada. Of
course it is difficult to accurately assess just how much because the proper authorities are not
able to determine this amount, but it is estimated to be in that range.
There were shortcomings in the original legislation which Bill S-16 attempts to correct. Money
that is laundered is often shifted among countries, financial institutions and investments
without a paper trail so that it cannot be traced back to its origins. With the advancing
sophistication of technology, competent and sophisticated criminals are able to access and
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utilize these now boundless abilities to transfer money through cyberspace, leaving no tangible
evidence as to its origins.
Obviously much of this money is obtained by very nefarious means such as fraud or
intimidation. This is the type of money that is very often directly linked to criminal
organizations in Canada and has been the focus of a number of pieces of legislation and the
focus of considerable debate in recent months and years. Canada has come under heavy
criticism in recent years for being a nation where criminal organizations are able quite easily
to launder their proceeds of crime. For that reason and that reason alone, it is incumbent upon
us as elected officials and as part of the federal legislative branch to respond. That is what this
legislation is intended to do, to enhance the existing proceeds of crime legislation.
The response last spring came in the form of government Bill C-22, the Proceeds of Crime
(Money Laundering) Act, which was passed. Bill C-22 imposed new reporting and record
keeping requirements and created the Financial Transactions and Reports Analysis Centre of
Canada to receive and analyze information so there would be a focal point, a centre in Canada
where those working in this location would be specifically tasked to assist law enforcement
communities in locating and tracing proceeds of crime.
Concerns were expressed at that time about the bill by the privacy commissioner, the Canadian
Bar Association and other groups that appeared before a parliamentary committee. The Senate
banking committee looked into the bill in June 2000 and, to be quite blunt, was not impressed.
The committee felt that the legislation was considerably flawed and had a number of
shortcomings which it had hoped to remedy. The government indicated at that time that it was
unwilling to entertain amendments to the legislation because it was too late in June and the
House of Commons had to deal with other bills and indicated that therefore the Senate might
make changes in the future.
Coming forward from that point in June 2000, we know that the Secretary of State for
International Financial Institutions did give a written undertaking to the committee that certain
changes would be contemplated and would occur in a new bill to be introduced in the fall.
Those changes formed the substance of Bill S-30 which was introduced in October. Bill S-30
is identical to Bill S-16 which is currently before us.
As the Speaker and Canadians well know, the entire process in October was pre-empted by the
legacy lust of the Prime Minister in his decision to put this piece of legislation and other very
useful pieces of legislation aside and toss them in the dustbin in order to seize his political
advantage and call an election.
Beyond the changes that were agreed to in the letter from the secretary of state to the Senate
banking committee, the bill was then reported with the observation that the government should
consider other amendments. Those amendments would include, first, further insurance that
solicitor-client privilege would be protected by adding the phrase law office in any place in
clause 63 where the term dwelling house appears. This simply expanded the physical premises
that would attach under the legislation.
Second, the government would hold the first review of the act after three years, not five years,
with a five year review to be held after that. This is essentially an opportunity in the first
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instance to look at the fallout from this legislation at an earlier date and assess the implications
after three years.
Finally, the government would require regulations under the act to be tabled before the
committee in the House each year. The Progressive Conservative Party is very supportive of
all attempts to bring about transparency, both for the public and for parliament, and to access
information that is rightfully to be placed before Canadians.
This is important in the broader context of trying to rebuild lost confidence in the process and
in this institution. It is clear that the bill does not include all the changes recommended by the
committee, but it goes a long way to improving the legislation.
The bill will focus on the following legal issues. The first is solicitor-client privilege, which is
an attempt by individuals to prevent private information they share with a solicitor from being
made public or in any way disclosed. Bill C-22 only dealt with instances of solicitor-client
privilege involving legal counsel.
Bill S-16 clarifies that officials of the Financial Transactions and Reports Analysis Centre of
Canada may not examine or copy documents subject to solicitor-client privilege where the
documents are, and this is the important part, in the hands of someone else until a reasonable
opportunity has been made for the person to contact legal counsel. The bill would put in place
a safeguard to allow an individual to speak to a lawyer before documents are seized.
This responds to concerns raised by the Certified General Accountants Association of Canada.
Privacy is something we can never take lightly. We must always strive to ensure individuals
are protected in their privacy rights and in their business transactions. However all that must
be balanced with the recognition that there are those who rely upon nefarious means and
complicated schemes to steal from others, rip people off and engage in blatant activities to take
away a person's wealth.
To that end a balance is struck in the legislation. It contains safeguards and methods for review
that allow for a weighing of evidence to determine whose interests are best being served.
Bill S-16 would allow individuals or the privacy commissioner to take the Financial
Transactions and Reports Analysis Centre of Canada to court if they are denied access to their
files. There is therefore a chance for judicial review if there is denial of access.
Next is disclosure of information. Bill S-16 narrows the range of information that may be
disclosed by the Financial Transactions and Reports Analysis Centre of Canada to the Canada
Customs and Revenue Agency, the police, and citizenship and immigration officials.
After listing the types of documents that could be disclosed Bill C-22 gave the centre broad
power to disclose any information so designated. The amendment would replace that power
with the power to disclose similar information relating to identification.
Finally, there is record retention. Records not disclosed by the centre are to be destroyed five
years after they are received or collected. Those which have been disclosed are to be destroyed
eight years after they are received or collected. These are further safeguards. It may be called
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fine tuning but it is important fine tuning nonetheless. The sober second thought of the Senate
has been usefully exercised here.
Mr. Scott Brison (Kings—Hants, PC): Mr. Speaker, I credit my colleague from Pictou—
Antigonish—Guysborough for the comprehensive nature of his discourse. There simply could
be no questions after such a detailed and articulate speech.
It is with pleasure today that I rise to speak to Bill S-16. The money laundering issue is of
huge importance to Canada. Earlier today I spoke in the House on corporate governance
issues. It is extraordinarily important to put in place procedures, agencies and structures to deal
with corporate governance and money laundering issues, issues which are increasingly global
and are forcing governments to be vigilant if they wish to maintain international credibility.
The estimates of money laundering are difficult to get a handle on. In Canada some estimates
are as low as $5 billion per year and some are as high as $20 billion per year. That variance
alone speaks to the nature of the problem. We do not know the full depth and breadth of the
issue in Canada but we know we had better get a handle on it soon. We hope this initiative will
help us do that.
I have spoken of previous incarnations of the legislation and of my concerns with them. I still
have not seen a commitment by the government to provide the resources to enable the agency
to do its work. I am very concerned about that.
The member for Pictou—Antigonish—Guysborough, our justice critic, has spoken about the
urgent situation of underfunding and the resource starved RCMP. With the money laundering
agency we could see the same types of issues.
Organized crime networks today use sophisticated technologies and have almost unlimited
global resources. We must provide the new agency the resources to be successful in the fight
against money laundering. I have significant concerns in that regard, particularly given the
sophistication of financial instruments today. There was a time when derivatives were
considered sophisticated financial instruments but we have gone far beyond that.
The House resumed consideration of the motion that Bill S-16, an act to amend the Proceeds
of Crime (Money Laundering) Act, be read the second time and referred to a committee.
Mr. Scott Brison (Kings—Hants, PC): Mr. Speaker, I have caused a stir with a couple of my
remarks but I have never had that level of dramatic response. It has been another great day for
democracy and a moment in which I take great pleasure in having participated. My time in the
Senate was all too brief, I may add.
The issues in Bill S-16 of critical importance to me and to our party pertain to whether the new
agency has the resources necessary to deal with the increasing challenges and the great level of
complexity in the nature of money laundering, the sophistication of financial instruments, and
the almost unlimited resources of international organized crime. We have to ensure that we do
not simply create an agency with a tremendous level of responsibility but with very little
resources to do what has to be done.
A bad job is one with lots of responsibility and no authority. I would suggest that to ask the
agency to take on such a mammoth task and not provide it with the appropriate level of
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resources would be typical of what the government has done in a number of areas, but it would
not be an appropriate way to proceed.
A concern that I have had in the past and still have is the accountability of the agency,
particularly in terms of the criteria required to meet the conditions that the agency share
information with other agencies, for example, the Canada Customs and Revenue Agency.
It would be appropriate that any information attained by the Canada Customs and Revenue
Agency indicating money laundering activity would be shared with the money laundering
agency.
That type of sharing of information back and forth could be constructive. However I would be
very concerned if, for instance, the individuals involved in the new money laundering agency
were to identify no evidence of money laundering but some evidence of potential money
laundering which could indicate some tax evasion or something similar. I would be concerned
if the agency were to share that information with Revenue Canada.
While I agree that we need a much stronger approach to money laundering, Canadians would
not feel comfortable with a resulting beefed up Revenue Canada agency. We have to be
careful there are clear criteria and conditions that have to be met before it is deemed
appropriate for the money laundering agency to share information with Canada Customs and
Revenue Agency.
I have another concern that the arm's length nature of these agencies tends in an institutional
way to reduce the amount of accountability to parliament. I understand some of the arguments,
particularly from the government, in favour of achieving greater levels of flexibility for
compensatory arrangements with the workers and offering a more flexible approach to provide
these public services to arm's length agencies.
However much of this could be achieved within the context of more direct departmental
agencies as opposed to these arm's length agencies. I have a significant concern about what
seems to be a secular decline in the level of accountability to parliament that the government
seems to be very comfortable with. Again, these arm's length agencies are all part of that
greater reduction in accountability to parliament.
The Progressive Conservative Party supports the legislation and the amendment which would
improve accountability of the new agency. The agency in the legislation is a step in the right
direction. Canada needs to do less following of what is happening in other countries and what
our trading partners in the G-8 and OECD are doing. We should try to be more proactive in
leading on some of these issues whether it be on money laundering or in corporate governance
issues.
It always seems that we are just a step slower than a lot of our international partners. I would
hope the government of a country like Canada, which in the past under the previous
government was an international leader in many ways, would try to copy some of the
initiatives of that previous government. It has on other issues. The government should provide
some level of international leadership on some of these issues as opposed to being followers.
That is my wish in closing my remarks today.
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The Deputy Speaker: Before I call for the resumption of debate I address myself to the
member for Kings—Hants who probably thinks that all this activity took place to assist him in
marking his very special day, his birthday.
I would never make mention of a member's age, but I understand the member was what we
might commonly refer to as a centennial year baby.
March 15, 2001 [Standing Senate Committee on
Banking, Trade and Commerce]

The Chairman: Honourable senators, we are hearing evidence today on Bill S-16. Our first
witnesses are from the National Archives of Canada.
Mr. Ian E. Wilson, National Archivist, National Archives of Canada: Honourable senators,
I appreciate this opportunity to speak to the committee. The issue to which I wish to speak is
clause 54(e) of Bill S-16. The intent of this clause is to require the destruction of records
prepared or gathered under the investigative powers of this bill. This runs directly against the
Archives Act which requires, under section 5, my consent to the destruction of records.
Originally, the amendment in clause 54(e) was to read "despite the Archives Act." We have
now had time to review the legislation and to try to come up with a legislative solution that
meets the requirements of the committee and Canadians in terms of requiring the destruction
of records that are gathered under investigation while at the same time respecting the
requirements and the review processes established in the Archives Act to ensure that records to
be destroyed do not have permanent historical significance to the country.
My staff and I have had an opportunity to review the records that have been created or will be
created under these forms of investigation. We have determined that those records are not of
permanent significance for the historical record of Canada. I have therefore, under section 5 of
the Archives Act, issued records disposition authority 2001/003, which authorizes the
destruction of those records pursuant to section 5 of the Archives Act after the applicable
periods built into Bill S-16.
We are therefore proposing alternate wording, which I think, and our advisers suggest, meets
the requirements that require the destruction of the record at the same time. Rather than
overruling the Archives Act, as the original amendment would have, we are proposing the
following alternate wording: "in accordance with the Archives Act under a records disposition
authority that we have now issued."
That is our proposed amendment. I believe it has been distributed to you in both languages. It
is a cleaner, simpler way of doing this, rather than saying "despite" or "not withstanding the
requirements of the Archives Act."
Mr. Chairman, I will be pleased to respond to any questions.
Senator Furey: Mr. Wilson, is the directive you issued with respect to the destruction of
records revocable?
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Mr. Wilson: The wording in that last clause makes it clear that it is not revocable. The
archives very seldom revokes; we do so only in certain specific instances, but it is
discretionary. With that last phrase, discounting any subsequent amendments or repeal of that
authority, we are trying to ensure that it is embedded in the legislation and cannot be revoked
by my successors or me. That is the intent and our legal advisers say that that will cover it.
The Chairman: As we are seeing this proposed amendment for the first time, I do not know
that anyone here can say whether it deals with our original objections. Perhaps it does; perhaps
it does not.
However, this session of the committee is only to hear testimony and ask questions. We will
conduct clause-by-clause study on Wednesday. I suggest that our legal advisers, under the
guidance of Senator Furey who is sponsoring the bill, study this in order to satisfy us prior to
clause-by-clause study that it deals with our objections. I do not know whether it does.
If that is agreeable to the committee, I suggest that Senator Furey advise us as to whether it
deals with our objections, and that, if it does not, we authorize him to act on our behalf, subject
to our final approval of course, to work with Mr. Wilson to produce wording that does deal
with our objections.
Senator Meighen: What is the objection?
Senator Furey: It is simply that we wanted the records expunged and destroyed after a period
of time. Mr. Wilson is saying this encroaches on his authority as the archivist.
The Chairman: Someone cited as an example this morning a person winning $10,001 at
bingo and a file being established on that particular subject. Why should that file exist forever?
Put in a purely simplistic form, that is the kind of thing we want to avoid. Some of us believe
that the era of "big brotherism" in government may have gone a little too far. I think it is up to
this committee to put some kind of a stopper on it.
Senator Meighen: I agree with what you have said, Mr. Chairman, and I think that is the
consensus of the committee.
Mr. Wilson, you said that your blanket consent cannot be revoked. Did I understand you to say
that that is premised on the supposition that the material collected pursuant to this legislation
would not be of material importance to Canada?
Mr. Wilson: I said that it would not be of permanent historical value to Canada.
Senator Meighen: What if it were determined at one point that something was of permanent
historical value?
Mr. Wilson: Our review would suggest that these investigations could affect many individual
Canadians because the threshold is set very low. We suspect that, if things are important or if
there is an issue, records will then appear in prosecution files or in court records that will
become part of the permanent record. This would simply authorize the disposal of a file
created on an individual who won at bingo, once privacy and other concerns are satisfied.
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This is a routine action of the archives. Given the volume of modern government records, we
only keep 1 to 2 per cent of the administrative record created by government day by day.
Under the authority of section 5 of the Archives Act, we have the authority to review and
identify which administrative records we want transferred to the archives for permanent
retention and which will be disposed of routinely after the their legal, financial or audit
purposes are fulfilled.
We are trying to find a way that meets the requirements and objectives of the committee while
at the same time respecting the Archives Act and avoiding legislation that says
"notwithstanding" or "despite the Archives Act." However, we do it in accordance with the
Archives Act and to meet your intent, as I understand it, which is the disposal of the record.
The Chairman: You are worried that if you do this everyone else will do it, that it may be the
thin edge of the wedge.
Mr. Wilson: We are worried about the precedent. Given the nature of the record, we concur
with you that it should be disposed. It is a tidier approach to legislation to have it done, rather
than suggesting that some other legislation may be in some way deficient, that we do it in
conjunction with other legislation. We are trying to find the right wording. Whether we have it
or not, we are open to discussion.
The Chairman: We appreciate your cooperation. We hope you will work with Senator Furey.
Mr. Wilson: Absolutely.
The Chairman: He will advise us whether he agrees, and then we will decide whether we
agree.
Senator Finestone: I was listening with great interest to something I do not know anything
about but I do know something about privacy and the National Archives of Canada Act. I do
not know where this fits in.
Under the Privacy Act, no personal information can be collected by any institution, and you
are a government institution, unless it relates directly to the operating program of the
institution. I do not know where it fits into the right of your institution to have this
information. If I win $10,000, it is bad enough that everybody who wants money, charitable or
otherwise, will know that I have won. Why should you keep that information in your records?
Under the Privacy Act and the National Archives of Canada Act, why would you have that
material in the first place, or want it?
Mr. Wilson: We are saying that we do not want it. It has no place in our records. We would
not have enough room to preserve everything.
The Chairman: You will meet, or not meet, with Senator Furey, as he determines;, okay?
Mr. Wilson: Yes.
The Chairman: We will now hear from Mr. Cullen.
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Mr. Roy Cullen, Parliamentary Secretary to the Minister of Finance: I am pleased to be
here to speak to Bill S-16. Last June, I appeared before this committee to discuss Bill C-22, the
bill that put in place the legislation that we are now proposing to amend.
I would like to take this opportunity to thank the committee for its very careful study of Bill C22 back then. The enactment of Bill C-22 was an important milestone in Canada's legislative
framework for fighting organized crime and money laundering.
[Translation]
Its timely passage also brought Canada's anti-money laundering regime into line with
international standards and allows Canada to participate fully in the international efforts
against money laundering.
[English]
As a member of the G-7 and the Financial Action Task Force, Canada had committed to
improving our anti-money laundering regime. It was important that Canada be seen by our
international partners to be making progress on this front, particularly in that the Financial
Action Task Force was engaged in a process of publicly listing countries as having deficient
anti-money laundering controls about the time the legislation was passed.
At meetings of the OECD and OSCE in Europe that I attended last summer, I was pleased and
proud to report that Canada had passed this important piece of legislation and, again, I thank
you.
Honourable senators, you will recall that the Proceeds of Crime (Money Laundering) Act
provides for a system of mandatory reporting of certain financial transactions and cross-border
movements of large amounts of currency and monetary instruments. The legislation also
established the Financial Transactions and Reports Analysis Centre of Canada, FinTRAC,
which will analyze these reports in a prescribed way and provide information to police for
prescribed reasons and in a prescribed way to assist them in the prosecution of money
laundering offences.
The establishment of FinTRAC as an independent agency at arm's length from law
enforcement is one of the many privacy safeguards contained in the act. FinTRAC was
formally established on July 5, 2000. It is now building the technical and analytical capacity
needed to perform its mandate. It will begin to receive financial transaction reports after the
necessary regulations have been implemented.
The proposed regulations for record keeping and financial transaction reporting requirements
were published on February 17, 2001, in the Canada Gazette for a 90-day public comment
period. Consultations are now underway to develop regulations to implement the reporting
requirements for large cross-border movements of currency and monetary instruments. In
addition, FinTRAC has developed draft guidelines to help financial institutions and
intermediaries comply with the act and has initiated consultations with stakeholders.
[Translation]
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Now, I would like to turn to the bill before us today -- Bill S-16. The four amendments that
make up this bill respond directly to issues raised by honourable senators when they studied
Bill C-22 in this committee last June.
[English]
The proposed amendments will be familiar to the senators on this committee as they were
outlined in a letter dated June 14, 2000, from Secretary of State Jim Peterson to the committee
chairman. That letter was included in the committee's report on Bill C-22.
Briefly, the proposed amendments relate to four specific issues. The first deals with the
process for claiming solicitor-client privilege during an audit conducted by FinTRAC. As you
know, FinTRAC is authorized to conduct audits to ensure compliance with the requirements
under Part I of the act, namely the requirements to keep records and to report certain types of
financial transactions.
The legislation currently contains provisions that apply when FinTRAC conducts a
compliance audit of a law office. FinTRAC must provide legal counsel with a reasonable
opportunity to make a claim of solicitor-client privilege with respect to any document in their
possession at the time of the audit. The proposed amendment contained in Bill S-16 deals with
situations where documents are in the possession of a person who is not a legal counsel. It
would require that such a person be given a reasonable opportunity to contact legal counsel in
order to make a claim of solicitor-client privilege.
Honourable senators will recall that this issue was raised by representatives of the accounting
profession when they appeared before this committee last June 2000.
Another change ensures that nothing in the Proceeds of Crime (Money Laundering) Act
prevents the Federal Court from exercising its authority under the Access to Information Act
or the Privacy Act to order the director of FinTRAC to disclose certain information by either
of those acts. This proposed amendment makes it clear that the recourse of individuals to the
Federal Court is fully protected. This was the intent of the original bill and the proposed
amendment will ensure that this will be the result.
The third proposed amendment more precisely defines the kind of information that may be
disclosed to the police and other authorities.
[Translation]
The amendment clarifies that the regulations setting out this information may only cover
similar identifying information regarding the client, the institution and the transactions
involved. This deals with a concern of the committee that the existing wording may have
provided for greater latitude for using regulations to add to the list of information set out in the
act itself.
[English]
Bill S-16 would amend the act to ensure that all reports and information in FinTRAC's
possession will be destroyed after specific periods: information that has not been disclosed to

Appendix B - Page 65

Commission of Inquiry into Money Laundering in British Columbia

police or other authorities must be destroyed after five years; information that has been
disclosed must be destroyed after eight years. The archivist presented a proposal that, on the
face of it, seems to meet our requirements. However, if there are any difficulties, we will talk
to you before the clause-by-clause occurs. We believe that it meets our requirements and we
are happy, in that case.
The Chairman: Could you clarify that, please? My understanding, after meeting with the
officials this morning, is that if we are satisfied then you are satisfied. Is that correct?
Mr. Cullen: The officials are satisfied, and I am satisfied on the face of it. However, I want to
make sure that the government is satisfied, as I am sure they will be. We will contact you
immediately if there is any problem.
I hope that honourable senators will find that these four provisions respond in a meaningful
and concise way to the concerns raised by this committee.
Before I conclude, I will mention that the government considered very carefully this
committee's report on Bill C-22, including the suggestions for three additional amendments to
the act.
In response, the government has moved quickly to introduce the amendments that the
Secretary of State committed to make, and that I have just described. However, the
government has decided not to proceed with any further amendments to the act at this time,
and if I you will allow me, I will briefly explain why.
First, the committee report recommended that FinTRAC be required to obtain either consent or
a warrant before entering a law office to verify compliance with the act, similar to what is
required before entering a private home.
Such an amendment, in our view, would treat a law office like a private home, rather than like
other places of business. The government believes that it would be inappropriate to require a
warrant to conduct a compliance audit -- I repeat, a compliance audit -- of any place of
business, including the law office. The provisions in the act parallel those in the Income Tax
Act, which do not require a warrant except for access to a private house.
Second, Parliament requested that a parliamentary committee review the act within three years
and every five years after that. At present, the act requires a review after five years.
With respect, senators, I submit that a five-year review is more appropriate, for a number of
reasons. More important, there will not be enough experience or data available within three
years to provide an accurate assessment of the effectiveness of the legislation or the operations
of FinTRAC. In any event, committees of Parliament can undertake to review any legislation
at any time and could opt to do so in this case.
[Translation]
Finally, the committee report recommended that the act require regulations to be tabled before
a committee in each House of Parliament.
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[English]
The act currently stipulates a 90-day public consultation period, following prepublication of
the regulations in the Canada Gazette, and an additional 30-day notice period if significant
changes are made as a result of those consultations. We believe that this process provides
ample opportunity for parliamentary committees, if they wish to do so, to review the
regulations proposed by the government.
The Secretary of State has sent to the chair of this committee a copy of the proposed
regulations, which were prepublished in the Canada Gazette on February 17, 2001, and they
are also available on the Finance Canada Web site.
[Translation]
In closing, honourable senators, I would like to thank you once again for your close study of
Bill C-22 and for raising the issues that the government has addressed through the bill before
us today -- Bill S-16.
[English]
The government has devoted considerable time and energy to crafting its anti-money
laundering legislation in such a way as to meet the needs of law enforcement while protecting
individual privacy. The amendments contained in the bill considered today result from this
committee's invaluable input to this matter. The officials that are here today and I are pleased
to answer any questions.
The Chairman: Could you clarify the difference between a "compliance" and a "search"?
That information is integral to the whole question of the warrant.
Mr. Cullen: In general terms, if there is a reporting requirement under the act we are talking
about a compliance issue.
Mr. Yvon Carrière, Senior Counsel, Tax Counsel Division, Law Branch, Department of
Finance: When FinTRAC conducts a compliance audit, they verify whether, in fact, the
required reports were prepared. They are not investigating to know whether money laundering
has occurred, or some other criminal activity. In fact, they would not be authorized to gather
such evidence to prove that a crime had occurred. In the case of a criminal search, a warrant is
obtained, and the people who perform the search in a criminal matter will look for specific
evidence related to that criminal infraction.
A compliance audit is simply performed to verify whether the reports and records required to
be kept under the Proceeds of Crime (Money Laundering) Act have been kept and that the
reports have been made.
Mr. Cullen: Any information obtained by FinTRAC during the course of a compliance
examination cannot be disclosed to law enforcement under section 55 of this act for the
purposes of a proceeds of crime (money laundering) investigation. If it were disclosed, it
would render the information inadmissible in a court of law.
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Senator Tkachuk: I have a question about the "dwelling house." It bothers me as it bothered
Mr. Kelleher. Mr. Cullen, you implied that it was different from a business, but that would be
news to me.
I received an article by Mr. Peter Hogg, Dean of Osgoode Law School, that states that the
common law rule is that a police officer or government official has no authority to enter
private property for the purpose of searching for evidence and no authority to seize private
property for use as evidence, unless authorized by law. However, we do that from time to time,
in that common law continues to apply and that we can sometimes, by statute, make an
exemption to that. However, it was just the way in which you were talking about "house " that
bothered me. The home is special, and my interpretation of it would be that which we have to
protect. It is my right, as a citizen, not to have law enforcement officials come to my home or
my place of business without a warrant, or anywhere else that I consider my property -- those
places should be protected. This is an exemption that only applies to the Income Tax Act. As
far as we could find, there is no other exemption like this.
Why do you need this special power? Frankly, it scares the hell out of me. Once you make this
exemption, there will be others. If there is no evidence, why is it necessary to search a
dwelling?
Mr. Peter Sankoff, Counsel, Human Rights Law Section, Public Law and Central
Agencies Portfolio, Legal Operations Section, Department of Justice: You have raised a
complicated question. I will try my best to deal with that and all other aspects.
My understanding of the case law generally, and especially in respect of the Charter of Rights
and Freedoms, is that there is a fair distinction made between the dwelling house as the place
most deserving of protection. In particular with relation to this act, I would draw a number of
distinctions. This act is not normally designed to cover a dwelling house. It is not a place that
would generally have activities that would generate suspicious transaction reports.
As a precaution, a section has been included to deal with dwelling houses in case there is
activity that would generate these kinds of reports. Because it is unlikely that this will occur, a
special warrant provision has been put in to deal with that. It is not uncommon for that to be
the case. A number of pieces of legislation have distinctions about what can be done in a
dwelling house and what can be done in any other type of place.
I do not disagree with your proposition, that, as a rule, we wish to have preauthorized judicial
authority to go into any place.
Nonetheless, the case law once again has made a rather serious distinction between what we
would call regulated activity and what we would call a search for criminal purposes. In this
case, it is very clear that the particular matter that we are discussing relates to regulated
activity. The centre is only allowed to go into these types of premises where they are
regulating compliance.
As Mr. Cullen pointed out earlier, none of the information can be used. It is clear from the way
the act is currently worded that any information obtained in the course of a compliance audit
cannot be used in a criminal investigation and cannot be used by the centre to determine
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whether money laundering has taken place. The sole purpose is for compliance. The manner in
which this has been drafted goes a long way to ensuring that the distinction between regulatory
compliance and a search for criminal purposes that has been made so clear in the case law is
upheld. Therefore, I would see those two distinctions as making this situation special.
Senator Tkachuk: You mentioned the Charter of Rights and Freedoms. First, you are telling
me that the Charter of Rights and Freedoms gives less rights than common law, which talks
about property, not just dwelling place. Second, it is not the fact that you may find evidence of
other wrongdoing that concerns me; it is the very act of government officials coming into my
property. It is not the fact that you may find something but the fact that you have no right to be
there in the first place, unless you have a reason to be there, and the reason should be
supported by enough evidence to obtain a search warrant. I do not like you walking in. It is not
because I am a criminal but because I do not like you walking in. You can have all these other
exemptions, but as governments and legislators we have to prevent governments and police
from walking in. We have a responsibility to do that, and that is what I am trying to do here.
Mr. Sankoff: I understand that. All I can say in response is that the number of situations
where the government has the right to intrude on a business -- I hate to use the word "intrude,"
but let us say to assess a business or a property without a warrant for regulatory purposes -- are
beyond my ability to number at this time. There are a number of areas where there is a purpose
that is pressing. As I understand it, the justifications put forth for this initiative are pressing. I
do not think this would be an everyday thing or that they would be going in at any time. It
would be something undertaken from time to time for the purpose of ensuring compliance
only. That, in my opinion, is not uncommon. In countless industries, government officials have
the ability to go in solely to monitor compliance or to ensure that the very important process
that is underway is actually taking place in the manner in which it was designed.
I understand the concerns about privacy here; nonetheless, the courts have generally accepted
that for these purposes only. That is why the distinction about what is going on is so critical.
They have generally accepted that the government needs to monitor compliance with various
regimes, and the purpose that is being put forward for this one is seen as very important. That
is where the distinction comes from.
Senator Meighen: Could someone refresh my memory as to what triggers the audit
compliance initiative. What makes FinTRAC decide that they are going to undertake an audit
compliance?
Ms Patricia M. Smith, Deputy Director, Policy, Liaison and Compliance, Financial
Transactions and Reports Analysis Centre of Canada: Senator, a number of factors
determine that we come in.
First off, we will have liaison officers in the field. They will be in contact with the reporting
entities, finding out if they are comfortable with the legislation and with the regulations. I
should point out that, as part of the regulations, there is a requirement to put in place an antimoney laundering compliance regime. The liaison officers will be going out and seeing if
more information is needed to put such regimes in place.
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Part of the job that we are doing now in terms of trying to become operational is to assess the
training needs of the reporting entries. Hence, another factor that comes into place is this:
What will be the training requirements of all these reporting entries?
Eventually, when we do become fully operational and start to receive transaction reports, we
will have some statistics on the general nature of reporting and compliance. If 95 per cent of
all entries from a particular sector are reporting, then we will know that there are some
anomalies, and we will go back to the reporting entries and see if they understand the
regulations and the law. Is there something they are not doing? Is the problem something to do
with timeliness? Is the problem we are looking at something to do with their inability to
connect with our reporting mechanism? They will be reporting largely through the Web or
through a secure socket network.
There will be a number of methods by which we will be able to determine lapses in
compliance. If, after looking at this and talking to the reporting entry, we determine there may
be something more serious, then we would inform them that we are coming in to do a
compliance examination, and we will give them feedback on the results of that compliance
examination.
Senator Meighen: The reporting entity is any body that is required to report under the act?
Ms Smith: Yes.
Senator Meighen: It could be a law office.
Ms Smith: It could be.
Mr. Cullen: As I understand it, there could be situations where information would indicate
that some intermediary, on the face of it, should be reporting, or there are sufficient grounds to
believe that they should be reporting and the reports are not coming in. That would be cause
for someone to ask the question.
Mr. Richard Lalonde, Chief, Financial Crimes, Financial Sector Division, Financial
Sector Policy Branch, Department of Finance: I can give an example just to clarify that it is
not just any business that will be reporting. The bill sets out very clearly that we are dealing
largely with regulated financial institutions, and those are spelled out in clause 5 of the bill.
The bill also provides the ability to prescribe under regulation additional reporting entities,
which we have done in the regulations that were prepublished in the Canada Gazette just
recently.
As Mr. Cullen and Ms Smith have indicated, there may be instances where there may be gaps
in reporting from certain sectors. I can give an example of the currency exchange business.
There may be instances where, in one part of the country, FinTRAC may be receiving lots of
reports from currency exchange businesses. Perhaps in another region of Canada there are very
few. That may trigger a question as to why that is occurring and therefore prompt FinTRAC to
inquire with those reporting entries in that region.
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Senator Kroft: I am curious about this idea of reports that should be coming in. That suggests
to me that you would take classes of institutions or offices or businesses and develop almost a
statistical base saying that, given a certain volume in a certain industry, you should be getting
a certain number of reports a month. Perhaps you are not meeting your quota. Is it that kind of
analysis, or does there need to be some sort of a more specific fact-based trigger to prompt it?
The example you gave kind of fell in the middle. It was not exactly clear to me. Do you need a
specific situation in order to trigger this, or will it be done on a statistical basis?
Mr. Lalonde: FinTRAC has the authority to do compliance audits on all reporting entries. As
a matter of practice, it will not necessarily have the resources to visit all reporting entries on a
routine basis and as such will have to decide and prioritize which entities will be conducting
compliance audits. In the example I gave would be perhaps one criterion that they might use.
The legislation also provides, and I mention this in passing, the authority for FinTRAC to
enter into collaborative arrangements with other regulators and other self-regulatory
organizations for the purpose of carrying out this particular function of compliance audit as
well.
Senator Meighen: Although you have answered the question, I am still not clear how you get
this wonderful status of reporting entity. What do you have to do to get that? Do you have to
be RBC Dominion Securities? Do you have to be Senator Kelleher's law office? How do you
get this exalted status?
Mr. Lalonde: We use the term "reporting entity" to describe all those businesses covered
under section 5 of the Act. Under this section, we talk about banks under the Bank Act.
Senator Meighen: There must be a catch-all clause.
Mr. Lalonde: There is an additional clause that allows us to respond to situations where, for
example, internationally there may be new industries or new ways that money is being
laundered. It allows us to add to the list of entities covered by the requirements by regulation.
As I indicated earlier, in the draft regulations that were prepublished on February 17, we have
included, for example, the wire transfer business -- the Western Unions of this world -- as a
business that ought to be covered by the requirements of the act. They may not be specified in
the act, but they are prescribed in the regulations. We will be receiving views from that
particular industry concerning that issue.
Senator Meighen: Let me turn, if I may, to the specific example of a law firm. How does a
law firm fall into that status?
Mr. Lalonde: It would be in precisely the same manner as the Western Union or the wire
transfer business would be included, by regulation.
The Chairman: That does not make sense.
Senator Meighen: Is my law firm obliged under this legislation now, or do I wait for a letter
from you?
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Mr. Lalonde: We have had extensive consultations over the last year or two with the
Canadian Bar Association, the Barreau du Québec and others concerning the Proceeds of
Crime Act, as well as the proposed regulations. At the association level, certainly, they are
well aware of the government's intent.
The government has also prepublished these regulations and has announced this fact publicly.
Senator Meighen: With respect, I do not understand your answer to my question.
The Chairman: Is every Canadian presumed to read all regulations? Senator Meighen has an
interesting tact here. Is a letter going to go out from FinTRAC to every conceivable suspect?
Of course, I am using that word in quotation marks. Really, how does it start?
Ms Smith: There are a number of things. It is an iterative process on which we are just
embarking. There have been consultations on the regulations that were prepublished; we are
also commencing consultations on the guidelines that enumerate some of the requirements of
the act.
As Mr. Lalonde has said, the regulation that pertains to lawyers is very specific. There are
certain actions that a lawyer has to take before he or she becomes a reporting entity. He or she
must be engaged in financial transactions. A lawyer giving out legal or criminal advice is not
covered. It is only when he or she is engaged in very specific financial transactions. The
regulation states that every legal counsel is subject to Part 1 of the act when he or she engages
in any of the following activities on behalf of a third party, including the giving of instructions
on behalf of a third party in respect to those activities. Then it lists the receipt or payment of
funds other than those received or paid in respect of professional fees.
Senator Meighen: Let me pose a hypothetical situation. I am a client. I am interested in
investing in a property in Ottawa. I send $500,000 cash to my lawyer in Ottawa, or $20,000.
Ms Smith: Are you the lawyer or the client?
Senator Meighen: I am the client. I am interested in buying properties in Ottawa. I have not
sent the funds for the purpose of paying a fee.
Ms Smith: Your lawyer would probably then be a reporting entity.
Senator Meighen: That is my point. You will have many lawyers who are reporting entities
because often, heretofore, at least, clients have given money to lawyers to hold for a future
specific purpose.
The Chairman: Is that cash or cheque?
Ms Smith: It is only if it is cash for large cash transaction reporting requirments.
Senator Meighen: My colleague Senator Tkachuk just asked, if it is an electronic transfer, is
it cash or cheque?
Ms Smith: If it is cash, your lawyer, as a reporting entity, must report the large cash
transaction, which is any amount over $10,000. However, if you come in with a suitcase and
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you make a number of smaller transactions, it might be considered suspicious and would also
be covered as a reporting requirment.
Senator Meighen: What is the situation if it is an electronic transfer?
Ms Smith: I am not aware that lawyers have that capacity. It is covered, yes.
Senator Meighen: That qualifies as cash?
Ms Smith: It is a transaction that needs to be reported.
Going back to how to inform everybody, we have been dealing with the Canadian Bar
Association.
The Chairman: Excuse me, but there is something really wrong here. Are you telling me
every electronic transfer is subject to some kind of something-or-other? There must be
thousands of these transfers every day.
Ms Smith: It is international.
The Chairman: Yes, international.
Ms Smith: The amount must be over $10,000.
The Chairman: That is nuts. That is how business is transacted every day. As an example, I
just transferred money electronically to one of my children. Is that a suspicious transfer?
Ms Smith: No, sir.
The Chairman: Why not? It comes under your definition.
Ms Smith: It is under the definition of a prescribed transaction.
The Chairman: Someone has to report that?
Ms Smith: That will be reported.
The Chairman: It is idiotic.
Senator Tkachuk: That is what we were trying to say the first time.
Senator Meighen: To go to the other tack, the thrust of all this seems to be an assurance that
the proper reporting procedure is being followed. Once we know that it is being followed, then
everybody is happy.
Ms Smith: Yes.
Senator Meighen: I do not know where that takes us. I will now come at it from the other
side. Now you are saying that anything that is discovered by action in the course of
investigation cannot be used as evidence in a criminal prosecution. Therefore, we are going
through all this sound and fury merely to ensure that we have a nice, tidy, complete reporting
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function that goes nowhere except to allow someone to tick off and say, "Yes, the report was
received in due and proper form."
Mr. Cullen: The first step is to get the reporting on track. Once the reporting is on track, the
normal provisions would apply, I would suspect.
Senator Meighen: Let us say in the course of a totally normal compliance audit that you do
come across something that is suspicious. I understood you to say that you can do absolutely
nothing with it, under any circumstances. Is that correct?
Mr. Sankoff: The way it is drafted right now, that is the way it is.
Senator Meighen: What is the point of doing it?
Mr. Sankoff: The idea is that the persons who do not go further with these will be subject to
prosecution for non-compliance. The idea, as we understand it, is not that persons captured by
the act are going to regularly disobey the law. There are penalties for non-compliance. There
are obligations in this act, and non-compliance is a problem, so the idea is that, over time,
people will comply.
Senator Meighen: If I were a big, nasty money launderer, first, I would not be worried about
an administrative slap on the wrist for not filling in some form; and, second, I would be sure to
fill it out very accurately because I would be certain that you would be on my tail immediately
if it were not filled out accurately, even though you might have told me that you would not do
so. This is confusing.
Mr. Sankoff: It will not actually be the money launderer filling out the forms. It will be the
other entities.
Senator Meighen: The money launderer's lawyer?
Mr. Sankoff: Theoretically, money launderers could engage in massive fraud, but in each case
they will be subject to other penalties. There are other ways of deterring these sorts of
activities.
Non-compliance is designed solely to deal with non-compliance. It is a regulatory function.
Senators have expressed difficulty with the procedures that allow us to go in without a warrant
to check for non-compliance. There is good reason why you are only allowed to go in for the
purpose of non-compliance. It is quite reasonable that, in these circumstances, you cannot use
that information for a prosecution.
The only reason that the centre is allowed in without the protection that has been expressed by
senators is that it is strictly for non-compliance. If you were allowed to use that information,
we might have a problem.
Senator Furey: Senator Meighen basically reiterated what has been said already in terms of
any documentation that is found to be suspicious during a compliance. You are satisfied that
section 55 prevents the use of that, is that correct?
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Mr. Sankoff: The way it is worded, that is correct.
Senator Furey: Would you also say that you would be satisfied that it would include the use
of it to ground an application for a warrant?
Mr. Sankoff: First, the centre is caught by various non-disclosure provisions. It is more than
section 55. There is also the proposed amendment to section 54, which precludes the centre
from using it in their analysis. The centre has very broad non-disclosure provisions. They
cannot give it to anyone to get a warrant. The centre has no ability to get warrants on its own.
Since they are precluded from disclosing it to the police -- or anyone else for that matter -there is no way you could ground a warrant with that information. I would say you are correct.
Senator Furey: If that is case, you are back to the normal rules. If an investigating officer
wanted to go into a business, he or she would have to satisfy a justice of the peace that there
are reasonable grounds to believe, say, in this case, relevant records exist. That information
would come outside of anything to do with a compliance audit. Is that correct?
Mr. Sankoff: That is correct, except what might be obtained during the prosecution for noncompliance, but it would not include the specifics of the records. Once there was a prosecution
for non-compliance, it would be on public record.
Senator Furey: Presumably, that would follow an application for a warrant that was grounded
in information not obtained through a compliance audit?
Mr. Sankoff: That is is not entirely correct. The person could be prosecuted for noncompliance. The centre has the ability to turn over material to the police strictly on noncompliance -- that is, where it is shown that there is non-compliance.
Senator Furey: A document that was found during compliance and could disclose criminal
activity -- and I will not call non-compliance criminal activity; we will call it quasi criminal
for now, just to differentiate -- could be used in a non-compliance prosecution. Is that what
you are saying?
Mr. Sankoff: It would not be relevant to compliance, so it would not be used in that
compliance prosecution.
Senator Furey: But it could be?
Mr. Sankoff: I have difficulty seeing how that could occur. If it did not relate to noncompliance, it could not be used in a non-compliance prosecution.
Senator Furey: But it could relate to non-compliance.
Mr. Sankoff: If it related strictly to non-compliance, it could be used in a non-compliance
prosecution; that is correct.
The Chairman: Does anyone in your department have the vaguest idea how many wire
transfers of over $10,000 are done in a year? It must be tens of thousands. Every time you buy
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stock in excess of $10,000, you wire the money to the stockbroker or to the person buying the
stock for you. That must represent many tens of thousands of dollars.
Ms Smith: We are engaged in those discussions with the industry. We are in the consultation
phase and are attempting to establish whether reporting entities will be able to use batch file
transfers for reporting. That is one of the key elements we are working on, namely, estimating
how many electronic transfers FinTRAC will receive.
The Chairman: You will need an credible army of people to police this.
Senator Meighen: That is another reason to review this after three years.
Mr. Cullen: This is new territory for Canada and for us. We want to make sure that the net is
cast widely enough. Once you make exceptions, that is where the money launderers will go.
We have also said at this committee that, given the regulatory regime we have, we can adapt
and change and meet new requirements as they arise while being more flexible in terms of
changing the guidelines regarding what comes into the net and what does not. At the first
instance, we want to be sure that we do not create openings so that would be easy for people to
come through.
We will grow and learn with our experience. I am not here to tell you that we have every
single answer on every single type of transaction. We will be developing that through
regulation and guidelines as this progresses.
Senator Setlakwe: In the case of compliance, you said there was a preclusion. If that occurs,
what do you do? Do you not report it to the police? In the case of compliance, do you find
something that is disturbing and that should be reported to the police but you are prohibited
from doing so?
Mr. Sankoff: On material that is discovered, if you discover that the person has not complied,
that means the regulator entity is subject to prosecution for non-compliance. The rest of the
material -- that is, the material that may reveal other crime -- is not reported to the police
unless it is for the purpose of the non-compliance prosecution solely.
Senator Tkachuk: If you find cocaine, there is no problem?
Mr. Sankoff: There is a general exception at common law, namely, the plain view exception.
If, for example, you walked in on a murder, you are not precluded from calling the police and
telling them that a murder is taking place.
Senator Tkachuk: If the cocaine is on top of a desk versus being locked up in a safe, is there
a difference?
Mr. Sankoff: The limits of the doctrine have not been explored, so I cannot give a
comprehensive answer. Generally, the courts hold that compliance inspections are designed to
ensure compliance. If the centre went beyond its powers, I have no hesitation from saying the
courts would stop them from doing so. While your situation may provide some border line
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examples of cocaine on a desk, the power here is toward compliance. If the centre abuses its
powers, the court still retains control to censor that.
Senator Setlakwe: If you come upon an indictable offence, you would not report it?
Mr. Sankoff: If compliance is being done, it is not the centre's purpose to report on other
activities. The centre is a non-investigative agency.
Senator Tkachuk: When we met last spring, we did not really get a good definition from you
of "suspicious transaction." We had problems with that term, if you remember. Has there been
anything further regarding that? What is a "suspicious transaction"?
Ms Smith: That is not an easy question to answer. We have written a draft guideline that is
out for consultation now. A "suspicious transaction" will differ in the context in which it is
found. There are few examples of an individual suspicious transaction but, rather, in a context
where the transaction itself is suspicious. Let me try to simplify this.
If you are the Toronto-Dominion doing private banking, you will be looking for very different
indicators of suspicion than if you are the credit union in Lower Stewiacke.
It will, in part, relate to how well you know your client and what is normal for that client's
activity. If your client is a business and normally they have cash deposits of $10,000 four
times a week, then that is normal. If a $10,000 deposit is made, there is no suspicion. If, on
another day, $1 million is suddenly deposited, that may or may not be suspicious depending on
what the bank or the entity knows about that client.
Senator Tkachuk: Last June we were under a tremendous rush to pass Bill C-22 because the
government needed to get the centre up and running. How many employees do you have at the
centre and what do you think its projected annual cost will be for the year?
Ms Smith: Right now, we have approximately 70 per cent of our total employment in the
centre. We have approximately 70 employees. I believe our budget for this year is $20 million.
Senator Tkachuk: Last year, I believe you said it would be $15 million.
Ms Smith: I do not have the exact numbers.
Senator Tkachuk: Do you expect to have 100 employees?
Ms Smith: Right now we are resourced for around 100, yes, and we have approximately 70 in
place.
Senator Tkachuk: Would you send me a letter with a more precise answer on that?
I am not sure if what I experienced was a mistake on the part of Nesbitt Burns, but I had what
they call a locked-in retirement plan from a previous employment. At the age of 55, I wanted
to convert that locked-in plan into what they call a RRIF. The broker requested that I produce
a picture ID. I have known this broker for 15 years and therefore asked him why picture ID
was necessary. He told me that it was to conform with either this act or the act passed
previously, and that it had to do with money laundering. I refused to produce the ID and he
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informed me that I would then need to sign a waiver. I signed a waiver and sent it away. I do
not recall what the waiver stated. It was small print.
I thought that odd, and that is why I worry about bills like this. Why would such a request be
made? Would any of the department officials here today know the reason for that request?
Why would a picture ID be required? What was the waiver all about?
Mr. Lalonde: The "know-your-customer" principle is one of the cornerstones of the
international anti-money laundering standards. As well, being able to ascertain the identity of
your client is key. In the current regulations, which have been in force since 1993, there is a
requirement that those financial institutions covered by the previous act ascertain the identify
of their clients by reference to a number of pieces of identity. For example, it could be a
driver's licence or another similar document.
It is required of the security's broker or the financial institution, when opening up new
business relations with a client, to ascertain the identity of the client by reference to a driver's
licence, for example. There is also a requirement to record that fact and take note of the
reference number. That is the current requirement.
Senator Tkachuk: In order to open an account an individual must basically put his or her
whole life on paper, just to open the account, right? The paperwork to be filled out is quite
thick. The situation I described referred to the RRIF account. I had already filled one in for the
other account to get the locked-in plan.
What happens with the picture ID? Would it be put on a wall in the broker's office so that they
can throw darts at it because I am a senator? If I had sent it in, what would have happened to
my ID? Would it have been sent to the government or would it be kept in a file in the broker's
office?
Mr. Lalonde: There are several ways in which securities brokers are allowed to ascertain the
identity of their clients. If we are talking about picture ID, typically what must occur is that the
institutions would need to ascertain your identity face to face. There is no requirement for
them to maintain a photocopy of whatever picture ID you gave them' they simply must record
the reference number. It is due diligence for them. It records the fact that they have actually
done this.
Senator Tkachuk: I just thought it was odd.
Senator Furey: I should like to go back to this issue of documentation disclosed during a
compliance audit.
It was my understanding that any information obtained during a compliance audit could not be
disclosed, in accordance with section 55, among other sections, as you pointed out; that in fact
if information were disclosed it would render the evidence inadmissible. I hear you saying
today that if documentation were discovered it could be used in a non-compliance prosecution,
which would put it in open court. Is that correct?
Mr. Sankoff: That is correct. It could be used solely for the purposes of non-compliance. It is
highly arguable that material could not be subsequently used in a prosecution for a different

Appendix B - Page 78

Commission of Inquiry into Money Laundering in British Columbia

purpose because of the manner by which it was obtained. The act makes clear, first, that the
purpose in obtaining that information is for non-compliance. There are also constitutional
guarantees that back up that basic premise.
Senator Meighen: I appreciate, understand and support the idea of the necessity of protecting
privacy. On the other hand, Mr. Cullen, you have said that this put us right up there with our
international allies in the fight against organized crime in money laundering, et cetera. If, as
you say, the bill - which is entitled "An Act to Amend the Proceeds of Crime (Money
Laundering) Act" -- is designed solely to ensure that people are complying with an
administrative requirement and that any evidence gathered in that process can only be used for
a non-compliance prosecution, how will we advance the war against money laundering?
Mr. Cullen: Senator, maybe we are not communicating well. First, if people are not
complying with the act in terms of reporting then FinTRAC and the whole legislative package
cannot click into operation, obviously. If people are not reporting when they should be, then
how can we ever get at money laundering? Therefore, you must have a mechanism to get
people who should be complying to comply with the reporting requirements of the act. Once
people are reporting, then the normal provisions of the act and the legislative package click
into place in FinTRAC.
The senator has raised an interesting point. If someone keeps non-complying, then that is
probably a challenge and that is one of the balances that we needed to bring to the table -balancing privacy with the need to deal with money laundering. If someone refuses to comply
continually then that would be a challenge.
We are looking at a small percentage. Many organizations will want to comply, or they will
comply. They may not know that they should be complying or they may not be complying in
the appropriate way, and we want to ensure that they will be complying with the act and
reporting.
For those players who do not comply because of the balance of privacy issue, we will be
challenged. I am sure it will be challenging.
Senator Meighen: Presumably the proposed legislation applies only to people in Canada. I
see a nod from behind. I would suspect that 99.99 per cent of those people are not money
launderers. They may be used by money launderers unknowingly; is that correct?
Mr. Cullen: I think there may be more than you would think.
Senator Meighen: There might be. That is fine. I am still having trouble understanding how
the reporting will do more than perhaps establish a pattern of carelessness or innocence, or a
pattern of continuing non-compliance, which then leads you to say that there is something
more here.
Mr. Cullen: Let me give you an example. If, under the Income Tax Act, someone is not filing
an income tax return, in a sense they are participating in tax evasion. However, there are
various forms of tax evasion. If they are not filling in a tax return, how will you ascertain
whether they are evading tax? You must first of all have people reporting and complying with
the reporting provisions of the legislation. Once they are doing that, then the provision kicks
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in. That means that transactions are analyzed. If there is other corroborating evidence that
would suggest that the transactions are suspicious, that information would then be forwarded
in a tombstone way to the RCMP, and so forth. Without any reports, there is nothing much that
one can do with anything, I would suggest.
Senator Meighen: Fair enough.
Senator Furey: Let's go back to the question on the evidence. You are still satisfied, I
presume, that there is the safeguard of the claim on solicitor-client privilege there, even during
a compliance audit on any documentation.
Mr. Sankoff: Absolutely. No matter what, the solicitor-client privilege exists. To be honest,
whether it in here or not, solicitor-client privilege is a claim at common law. The express
protections are set out here. The solicitor-client privilege will always take precedence in this
matter. If there is a valid claim of solicitor-client privilege, it will go before a judge to be tried.
Senator Furey: We all need diligent solicitors, Mr. Chairman.
Senator Wiebe: My question may be a little comical. I am not a lawyer, and I cannot always
understand some of their concerns.
Let us assume that this proposed legislation is passed and that I am in the drug trade and have
had a successful week. As such, I have a pile of money that I do not know what to do with it. I
cannot process it through the regular system because it will be detected by your people, who
are doing a great job. If I hire a backhoe operator and have him bury the money for me, will he
be under the law of compliance?
The Chairman: The backhoe operator may not know what is in the container.
Mr. Lalonde: The short answer is "no."
[Translation]
Senator Poulin: I would like to thank Mr. Cullen and Mr. Peterson for their speedy reply to
the questions we raised during our discussions on Bill C-22. The four changes that have been
tabled deal directly with the centre framework legislation. I would like to ask a similar
question to the one asked by Senator Tkachuk. If I understand correctly, the centre is
developing. It has a staff of 70 and an annual budget of $20 million, approximately. Under Bill
C-22, what is the status of the centre as a government agency?
[English]
Ms Smith: We are set up in the law as an independent agency at arm's length from law
enforcement agencies.
Senator Poulin: What is your relationship with the RCMP?
Ms Smith: We are at arm's length. It is very clear in the legislation that we are at arm's length
from all law enforcement agencies. I could give some specifics as to what that means.
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Senator Poulin: No, I understand. What is the relationship, therefore, between the agency and
the Department of Finance?
Ms Smith: That is a bit more complicated.
Mr. Lalonde: The agency reports to Parliament through the Minister of Finance. Hence, the
Minister of Finance has oversight responsibilities. The legislation spells out the kind of
oversight responsibilities the Minister of Finance has and the kinds of information the minister
is entitled, to exercise that responsibility. It is very clear in the legislation that the minister
does not have access to any personal identifying information.
[Translation]
Senator Poulin: Will the agency table an annual report to the House?
Mr. Lalonde: Yes.
Senator Poulin: On the issue of privacy, you said that any transaction of more than $10,000
must be reported, even if, for example, I am giving money to my daughter who lives abroad. Is
that right?
Mr. Lalonde: The payment bill stipulates that all transactions must be reported. Any cash
deposit of $10,000 or more must be automatically reported by the bank to the new agency.
Senator Poulin: If I ask my Canadian bank to transfer $15,000 to an American bank for my
daughter who lives in a different city, is the Canadian bank required to report this transaction?
Mr. Lalonde: As things stand now, the payment bill requires any transfers of $10,000 to be
reported.
[English]
Senator Tkachuk: To follow up on that, just so I understand this electronic transfer, because
we are talking about cash here when talking about illegal transactions, right? You do not
usually pay by credit card if you are doing something illegal; the transaction is usually done in
cash. I could understand perhaps an international transfer of money, from here to Bermuda or
the United States, or vice versa.
However, to clarify this, say that there is a transaction between two Canadian bank accounts.
Let us say that Senator Kolber transfers $12,000 to my account in Saskatoon.
The Chairman: That is highly unlikely.
Senator Tkachuk: Would there be a requirement to report on that?
Ms Smith: No, there is no requirement in the regulations.
Senator Tkachuk: Therefore, domestically there is no requirement.
Ms Smith: No, internationally the requirement is over $10,000.
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Senator Setlakwe: I wanted to ask if it were international or domestic.
The Chairman: My initial understanding was that it applied to any wire transfer, but Ms
Smith has just said that it is only international.
Mr. Lalonde: The current draft regulations only concern international wire transfers.
The Chairman: That was not expressed clearly before.
The committee fully understands that we are out to get the "bad guys" and not out to abuse the
"good guys" -- not to be simplistic about it. Almost all of the questions had to do with
compliance. We have not heard much, if anything, about what should be done when we have
those voluminous reports. We all appreciate that these are early times and that the waters are
being tested as we proceed.
The challenge is huge and it is not patently clear how this is to be resolved. One of the
suggestions that I would make to this committee is that we make a reference to the Senate to
have a review one year from now. That way, the appropriate officials will be able to outline
their experience on this issue to that date. I urge the committee to consider inviting the
witnesses back in one year or so for an update. Perhaps by that time there will be some
anecdotal evidence, if nothings else, about who has been abused in such cases and who has
not. The witnesses could also tell us whether any "bad guys" have been caught and whether the
system has worked.
With that in mind, I thank all the witnesses for their participation today. We, as a committee,
will do our best to see this matter through.

March 21, 2001 [Standing Senate Committee on Banking, Trade and Commerce]
Senator Furey: At the end of our last session, at which we heard from the archivist, there was a
question about whether we would amend the clause where we asked for a notwithstanding clause
pertaining to the destruction of records - notwithstanding his act. Steve Campbell, from Senator
Kolber's office, and myself met with the officials who had discussed with the archivist what particular
amendment he wanted. I did not meet with the archivist myself.
The clause pertaining to records now reads:
Notwithstanding the National Archives of Canada Act, shall destroy each report received and all
information received or collected on the expiry of the applicable period referred to in paragraph (d).
That is, the fire-year and eight-year periods.
The archivist has asked that we amend that clause by stating:
shall destroy each report received, and all information received or collected, after the applicable
period referred to in paragraph (d), in accordance with Records Disposition Authority No. 2001/003
issued on January 22, 2001 under section 5 of the National Archives of Canada Act, without taking into
account any subsequent amendments to or repeal of that Authority.
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My concern at the time was whether or not this particular directive, which was given by the archivist,
would be repealable either by him or by his successors. When I discussed it with officials from the
department, I was told that if we used harsher wording than "without taking into account any
subsequent amendments to or repeal of that authority" and if we were to say, for example, "the
archivist will issue the authority and that will be non-repealable," we would be dangerously close to
attempting to amend the National Archives Act. Of course, we cannot do that with this particular bill.
My concern is that while the proposed amendment leaves the archivist free to do his job, that is, to
make or to issue directives to destroy or to save, the officials are telling us that we can ignore that
directive. That directive would be ineffectual.
My concern with that is, if that is the reality, if that is the practical effect of it, then we are just trying
do through the back door what we cannot do through the front door, which is amend his act. I am
saying, for greater certainty, even though it may not be what the national archivist wants, we should
stay with the notwithstanding clause in the proposed amendment.
The Chairman: Is that clear, gentlemen?
Senator Tkachuk: I have no problem with that.
Senator Furey: The notwithstanding provision is certain. Even though officials are telling us that this
one would stand the test, I have some concerns that it would not. My recommendation would be to
go with certainty.
Senator Tkachuk: As it is now, we want them destroyed, right?
Senator Furey: Yes.
The Chairman: Yes. Is it agreed, gentlemen, that we consider the bill clause-by-clause? Is it the
intention of any honourable senator to propose an amendment?
Senator Tkachuk: First, I wish to make a statement on the money laundering bill. It will become clear
when I finish why it is important that I make a statement.
We studied Bill C-22 last June. At that time, our committee felt strongly about a number of issues.
Since the House had already recessed for the summer break, the government asked that the bill be
passed unamended. The minister promised that certain amendments of concern would be brought
back in the form of a new bill at his earliest opportunity. The minister stated this is a letter, a copy of
which you all have.
My understanding is that this letter was drafted and, due to a misunderstanding on the part of the
Chair of our committee, which may have been caused my me, him, or both of us, he believed that the
Conservatives refused to negotiate. As a result, our specific concerns were not relayed to the
minister. Once that misunderstanding was cleared up in committee, we were still left in the
predicament of passing the bill unamended until these concerns could be addressed at a later date,
which was the next session of Parliament.
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Liberal members felt generally that their concerns were met by the letter, but were willing to attach
to the committee report a list of observations, which we all agreed to, which were really our
observations on Bill C-22.
While we support being tough on crime and giving much- needed tools to government to track down
money launderers in this country, we also believe strongly in providing a check on that same
government.
That being said, with the establishment of a new agency, FINTRAC, or Financial Transactions and
Reports Analysis Centre of Canada, we remain unsatisfied with the clause in Bill C-22 that instituted a
five-year review.
I realize that this point could be considered out of order, which is why I asked, and the Chairman so
kindly let me go ahead with this, as it does not fall within the scope of Bill S-16. However, I am asking
honourable senators to hear me out. I believe our Chair and our members are reasonable people. In
all my dealings with the Chairman he has been so.
Our discussion of the letter is reported in the transcripts of the committee hearing. I am quoting
myself here when I say that the letter was sent to the Chairman from Mr. Peterson. I asked:
Do you know whether he would be willing to make changes in the letter? Does this letter come about
because the minister and his officials were listening to the witnesses and they said, "Oh, these are the
items," or was there a whole list of items from which he decided?
The Chairman: I hear where are you going and you are obviously free to go wherever you like, but my
understand ing was that you folks would not accept a letter of any kind. That is why we worked out a
letter which was acceptable to us to show to you. You told me that nothing less than regular
amendments would do and that letters were not acceptable. You are catching me unaware here.
Which I did say. That did not mean that I did not want to negotiate. That is simply what I said. There
are two issues here. You had asked whether we would accept the letter. Of course, over the last
seven years that I have been here there have been many letters, but nothing has ever happened. That
is why we had many concerns over the letter.
If it was not for that misunderstanding, I believe there would have been a very good chance that our
review clause would have made this bill. In fact, I have reason to believe that the drafters of this bill in
concept are in this room right now.
I am not sure, but I think so. That being said, I humbly ask all senators on this committee to consider
unanimously supporting the adoption of my amendment to institute a period of review of three years
rather than five years. We all agreed to this in our observations.
It will still be up to the Senate to decide ultimately whether this amendment shall pass. I will have to
make my case again before a point of order is called in the Senate. I understand that, according to
Beauchesne's and Montpetit and Marleau, scope is a convention of Parliament. In fairness, a
committee can choose to overlook a potential point of order if the feeling is unanimous. If it is not
unanimous, I understand.
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I would like to change the review clause to three years because I think five years is too long to wait to
see how well the new agency is operating and all our members feel that way. In fact, last week in
committee there was testimony suggesting that a review would even take place within one year, and
the chairman asked Minister Cullen whether he would come back in a year and he said that he would.
I do not think anybody disagreed in principle with limiting it, and I have amendments here for one
year or three years, whatever the wishes of senators are.
I think five years is too long and so I have my amendment.
The Chairman: Would you care to make it formal, please?
Senator Tkachuk: I would, or you could wait until we get to that part of the bill. I think I handed it to
the Clerk.
Is it possible to have some discussion as to how members feel before the amendment is proposed?
Let us put it this way: If there is no consideration whatsoever by the government to passing any
amendment, to giving any truck to one, we would prefer to have the amendment on division, so at
least our point of view is stated in the record rather than through a point of order. That is what I am
asking honourable senators to do here today.
The Chairman: My impression is that members on the Liberal side want to go ahead with it as is,
which is five years.
Senator Tkachuk: Right.
The Chairman: Do honourable senators agree with that?
Senator Furey, you are the sponsor. Why do you not get into this?
Senator Furey: Just a comment on Senator Tkachuk's issue. I have really no problem with a three-year
period, except in this instance, where it is the first three-year period. There is really nothing going on
there yet. It is not staffed. Therefore, one of those three years will probably be wasted in terms of
collecting information and being able to do a proper assessment. With respect to three rather five, I
really have no problem with it at all. It is just that, for start-up reasons, I do not think three is long
enough. That is probably the message we were getting from officials.
Senator Tkachuk: You mean one year is too short, three years is not long enough, and five years is
about right?
Senator Furey: Yes, that is basically the assessment.
Senator Tkachuk: Are you saying five years, and three years thereafter, or every one year thereafter?
Would you be agreeable to that?
Senator Furey: I certainly would be agreeable to five and then every three years. I have no problem
with that. I am not speaking for everyone else, obviously.
The Chairman: The only reasonable thing to do would be to recess for three minutes and discuss it.
Senator Tkachuk: That would be fine.
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The Chairman: Is that all right with you?
Senator Tkachuk: That would be great.
The Chairman: Is that your only amendment?
Senator Tkachuk: That is the only amendment we have.
The Chairman: Let us recess for three minutes and we will decide.
(The committee suspended)
(Upon resuming)
The Chairman: After much consultation and hearing advice, by Senator Tkachuk's own admission, the
proposed amendment is out of order, and I so rule. Shall we continue?
Shall the title stand postponed? Shall clause 1 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division. All on division.
The Chairman: In other words, you are against each one of them.
Senator Tkachuk: You can do it anyway you like.
The Chairman: It is a question of how we report it.
Senator Di Nino: On division.
Senator Tkachuk: Report it all on division.
The Chairman: Shall clause 2 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall clause 3 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall clause 4 carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
The Chairman: Shall the title carry?
Some Hon. Senators: Agreed.
Senator Tkachuk: On division.
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The Chairman: Shall I report the bill?
Some Hon. Senators: Agreed.
Senator Di Nino: On division.
The Chairman: The Clerk tells me that when we report a bill, it cannot show on division, but the
minutes can.

June 11, 2001 [House of Commons]
Hon. Jim Peterson (for the Minister of Finance) moved that Bill S-16, an act to amend the
Proceeds of Crime (Money Laundering) Act, be read the third time and passed.
He said: Mr. Speaker, what we are dealing with here is an amendment to the anti-money
laundering legislation that was passed by the House a year ago. These amendments spring
from a review of the legislation in great detail by the Senate.
I would like to commend hon. senators for the way in which they gave the bill a great deal of
scrutiny but did not hold up the passage. They said they would come back and revisit it but
would allow the bill to pass in its original form. I would like to thank them for the scrutiny
they have given it and for the way that they have expedited the passage, at the same time
achieving a bill that fulfils the purposes and needs.
Money laundering in Canada is anywhere between $5 billion and $17 billion a year. The bill
would fight organized crime and the proceeds of crime through a mandatory reporting of
suspicious transactions and the reporting of large transfers of money across borders, which
would be carried out by the Financial Transactions and Reports Analysis Centre. The
institutions would report to it and it will be able to analyze the data. What I think we have
achieved, which may be unique in the world, is that we are respecting the privacy of
individuals and at the same time fighting crime. That is the balance we have struck and I
believe it is a very good balance.
I would like to thank all members of the House for their consideration of the bill and for its
speedy passage in the same manner that they gave speedy passage to the main bill itself one
year ago.
Mr. Ken Epp (Elk Island, Canadian Alliance): Mr. Speaker, I know that the Liberals are
always delighted when I rise in debate as one of the first three speakers who, according to the
rules, has 40 minutes available.
I did that in debate on Bill S-3, the transportation bill. I hope that my intervention there will
actually result in a ball starting to roll that will change the laws of the country. I am hoping for
changes to the laws right across the North American continent so that there will be uniformity,
so that there will be understanding on what the rules are and so that in obeying them we will
save lives. That is the objective.
Now we are speaking about money laundering and the role government has to play in order to
prevent criminal activity on the part of members of our society who choose to engage in crime.
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The motivation of criminal activity is almost always that of earning money in an illicit fashion,
so this money somehow has to be brought into the system without it being identifiable.
I know that a lot of people in the country have some concerns about the potential for some day
having a cashless society. Actually I am one of them. It has one interesting feature if we stop
to think about it. If instead of actually having cash in our wallets, all of us had computer cards
that represented cash, it would of course be easy for people to transact business. It would
really be equivalent. Instead of withdrawing four $20 bills from a bank machine in order to
have $80 in cash, I could simply put my cash card into the machine and ask the machine to
transfer $80 from my chequing account or whatever it is to the card. When I wanted to
purchase something, instead of tendering $12.38 and then getting change I could simply give
my card. The machine would subtract that from the balance on the card and I would walk
away.
That could be done anonymously. It would be great. However, it could also be tracked and that
in fact is one of the great objections that many Canadians have to that kind of scheme. There is
genuine concern that if we ever get to that then the term big brother is watching would take on
real meaning. It would mean that even if we stopped to buy a pop and chocolate bar there
would be evidence that could be hauled out later. Most Canadians reject that kind of
monitoring of our activities, so there are some problems with it. However, it could be
legislated that such data could be used only in an investigation of criminal activity.
If we had such a scheme, just look at how difficult it would make it for people who engage in
crime. They would somehow, either through a bank account or through a cash card, have to
force other people to put money into their account in one form or another. It would be
traceable and therefore it would be a lot easier to put a brake on a lot of criminal activity. I
sometimes think it would be quite hilarious if someone walked into a bank with a gun, pointed
it at the teller and demanded that $30,000 be transferred to an account. It would hardly be an
anonymous transaction. A person would not get very far before officials were able to catch up
with him and charge him with the appropriate crime.
That is not what we are talking about today. We are talking about some other means of
tracking financial transactions that are related to the criminal industry. I have never heard of a
criminal who demands payment by cheque when he or she does something illegal, because
cheques are in fact traceable. It is called a paper trail.
About 10 years ago when the GST was brought in there was an awful lot of illegal activity,
because in order to avoid the GST people said they would do renovations to houses or fix cars
for a certain amount provided that they were paid cash and there was no paper trail. Then there
was no GST and they did not have to declare it on their income tax. Basically, it was tax free
money which meant they could do it for half the price.
I understand that sometimes they charged three-quarters of the price, so they basically split the
earnings so to speak, but it was illegal. If Revenue Canada, as it was called at that time, found
out about it, then appropriate actions were taken. However this was the lack of the paper trail.
How do we get a paper trail on criminal activity? Obviously these criminals will avoid the
paper trail. Bill S-16 is actually the completion of Bill C-22, which was given assent in the
previous parliament, if I am not mistaken. I do not know if hon. members will recall, but I
believe that was the bill that eliminated the $1,000 bill. It is much more difficult for large
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amounts of money to be transacted if people literally have to have truckloads of $20 or at the
most $100 bills to do the transaction.
That was also the bill that included some of the measures which we are talking about today. As
the parliamentary secretary said now there are some refinements being made. I would like to
say a few things about them.
First, how long can this information be retained? The bill is amending the new organization
called the Financial Transactions and Reports Analysis Centre of Canada, commonly called
FINTRAC. If financial organizations transact a large amount of money in cash they are
required to report it. Those financial institutions, like banks or credit unions, will report their
transactions to FINTRAC.
This raised a number of questions. As I said, how long can the centre retain this information?
For example, if I went to my bank and deposit $50,000 in cash, and maybe $50,000 is not very
much money to some members but it sure is to me and my friends, people might wonder how I
got it. They might wonder if I got it through some illicit operation. However, that would never
happen. In case someone else did something like that, the financial institution would report the
cash deposit. If I reported it, FINTRAC would then have the obligation to look at it. If it was
suspicious it would turn it over to the law enforcement agencies for investigation.
Let us say that I am investigated and there was nothing wrong. The institution would have his
information. How long would the centre retain the information it collects? Bill S-16 deals with
that. It says that the information reported to them cannot be kept more than five years. If it is
transmitted onward to the law enforcement agencies, then the information can be keep for
eight years but no longer, in which case that information must be deleted from all computer
files and all paper files must be destroyed.
When and how will it dispose of that information? That is also in this particular bill, as I have
just indicated. What information may the centre disclose to law enforcement authorities? That
is another very important question because the original bill just said similar information and it
was left undefined. Similar to what? One thing this bill does is to insert only one word in one
of the clauses. It inserts the word identifying information. In other words, a certain amount of
information such as name and address can be included. The information which it is entitled to
keep and transmit must be identifying information in terms of the suspicion, or the details of
the transaction itself or the identification of the individual. It cannot go on a wild goose chase.
Clause 3 of the bill deals with the jurisdiction of the courts. There is always a problem with
this. If a government agency has the right to do something and I disagree with it, can I appeal?
That was not clear in the original act. This clause in the bill will clarify this and allow courts to
have jurisdiction over any disputes.
What happens if an agent from the centre feels that it is information which could lead to a
criminal charge? Does he or she give it to the law enforcement agency without any
accountability? The fact of the matter is we are dealing with people who may be innocent.
We want to do as much as we can to find evidence against those kinds of individuals, convict
those who are guilty and bring them to justice. At the same time, however, we do know if
many people are charged with certain activities of which they are not guilty. They should be
able to defend themselves.
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The issue of the courts is one thing. Another is that any information which is deemed eligible
to be reported, cannot be reported without the person first being given the opportunity to
contact a lawyer. One may wonder why, if it involves an accountant for example.
At the present time accountants do not have the solicitor-client privilege that pertains to the
legal profession. That person could refuse to give information and decide to withhold it as
being client privilege. The person now would not be required to give that information without
first having the opportunity to contact a lawyer who could look at it, then on behalf of the
client say it was client-professional privilege, and he could take it. This is a safeguard which
should be included in order to protect those people who are innocent and, to a degree, protect
the process so the person who is guilty cannot get off on the technicality that his or her rights
were abused. That is a very important clause.
I thought it would be useful for members of the House and for anyone else who happens to be
observing the debate today to know a little more detail about Bill S-16. It is a bill which
strengthens the money laundering legislation in Canada so those people who are involved in
criminal activity can be correctly identified and brought to justice. I support this bill.
[Translation]
Ms. Pierrette Venne (Saint-Bruno—Saint-Hubert, BQ): Mr. Speaker, I am pleased to have
this opportunity to speak today on the third reading of Bill S-16, an act to amend the Proceeds
of Crime (Money Laundering) Act.
On June 29, 2000, Bill C-22, or the Proceeds of Crime (Money Laundering) Act received royal
assent. The purpose of this statute is to make it easier to prevent money laundering of the
proceeds of crime by creating a financial transactions and reports analysis centre responsible
for gathering, managing, analyzing and distributing reports of suspicious operations and any
other pertinent information.
In fact, the inauguration of a mechanism for the reporting of suspicious transactions and major
transborder capital transfers, as provided for in Bill C-22, was in response to the problems
raised by the financial action group against money-laundering.
This would be a good opportunity to point out that the Bloc Quebecois had supported this
government initiative, out of a concern to protect the Quebec population from the calamity
represented by organized crime. Moreover, in order to make money laundering more
inconvenient, the Bloc Quebecois were the ones behind the withdrawal of $1,000 bills and the
requirement for banks and other financial institutions to report any suspicious financial
transaction involving $10,000 or more in cash.
Before I go further, money laundering may be defined as follows. It is the process by which
the proceeds of crime are converted into assets whose origins are difficult to trace. Despite all,
we know that 70% of the money laundered in Canada is drug money. The remaining 30%
comes from activities as varied as under the table gaming, tobacco and alcohol smuggling,
fraud, counterfeiting and petty computer and telecommunications crime.
As we know, money is the sinews of war, and the one waged by the authorities against
organized crime is no exception. Internationally, proceeds from crime entering the financial
market represents hundreds of billions of dollars. So, considering that the prime motivator
behind organized crime is lucre, and here I am speaking of huge sums quickly pocketed, the
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confiscation of such laundered proceeds hurts a lot more than the usual sanctions of fines and
prison terms.
Legitimate or not, every business aims at making a net profit. By way of example, let us look
at a business whose activities are on the up and up. Suppose that for some reason or other the
business is taken to court and for purposes of discussion, let us imagine that at the end of the
trial it is sentenced to pay a fine or to pay damages. Of course, the business will feel it but this
comes with the territory.
The same holds true for organized crime. A jail sentence or a fine is among the inherent risks
associated with criminal activities. However, by depriving an organization of its most
profound motivation, we destroy the directly proportional relation that exists between the risks
and the benefits. So, getting our hands on that organization's assets will weaken it from an
economical and moral point of view. In other words, we must show that, indeed, crime does
not pay.
Even though it does not at all change the substance of the Proceeds of Crime (Money
Laundering) Act, Bill S-16 does address some issues raised during the hearings held on Bill C22 by the Standing Senate Committee on Banking, Trade and Commerce. The four changes
included in the bill should address the following issues.
How long will the Financial Transactions and Reports Analysis Centre of Canada keep the
information that it collects? When and how will it dispose of the information that it will have
gathered? What information can the centre transmit to law enforcement bodies? Will the
federal court have the power to order the centre to transmit the file of an individual under the
Privacy Act and the Access to Information Act? Finally, who is authorized to make a claim of
solicitor-client privilege?
We must ask ourselves if Bill S-16 adequately addresses these concerns, and this is what we
are going to do.
First, we can say that clause 1 responds satisfactorily to the first two questions raised before
the standing Senate committee. This amendment sets out the circumstances justifying the
maximum retention period of eight years for reports and all information.
This retention period shall be enforced when the centre forwards information either to law
enforcement authorities or to the Canada Customs and Revenue Agency, the Canadian
Security and Intelligence Service, the Department of Citizenship and Immigration, an agency
in a foreign state or an international organization with a mandate similar to the centre's.
Moreover, the addition of paragraph (e) to section 54 of the Proceeds of Crime (Money
Laundering) Act provides that each report received and all information received or collected
shall be destroyed on the expiry of the applicable period. This paragraph therefore adds certain
necessary clarifications regarding the duration of retention and the destruction of information.
Similarly, with the addition of the term identifying information in paragraph 55(7)(e), the
purpose of which is to clarify to what the information is similar, the second clause of Bill S-16
thus responds to the third question. The purpose of this amendment is to clarify that the
identifying information in question is that found in paragraphs (a) to (d).
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In our view, this clarification was not needed since paragraph 2(e) is interrelated to the
previous ones. But since this is a catch-all paragraph, I guess someone felt the need to make
this clarification which does not change anything to the original provision. If this amendment
can clarify things for some people, great.
With respect to the fourth question, clause 3 of Bill S-16 was drafted because initially the
federal court was not allowed to make an order for disclosure. In fact, such an order could only
be made pursuant to subsection 60(4) of the Proceeds of Crime (Money Laundering) Act.
The amendment ensures that no provision in this legislation can prevent the federal court from
ordering the director of the centre to disclose information under the Access to Information Act
and the Privacy Act. It seems that it was always intended for the federal court to enjoy this
authority, which will now be clearly stipulated in clause 3 of Bill S-16.
With this amendment, the Proceeds of Crime (Money Laundering) Act will now give the
federal court some judicial control over the disclosure of information.
As for the fourth clause, as we mentioned at second reading, it certainly would have been
possible to word it to make it easier to understand. Unfortunately, it was not, and we have to
live with it.
In addition, following the explanations we were provided with at the Standing Committee on
Finance, we believe that, even if this amendment answers our fifth question about who could
invoke the solicitor-client privilege, it seems that it does not deal with the concerns that led to
its drafting.
Before the Senate committee, accountants maintained that they have very high standards of
confidentiality to meet, just like any lawyer. Consequently, they say that they should also be
allowed to claim solicitor-client privilege. However, clause 4 of the bill responds only partially
to this demand. An accountant or any other person, other than a lawyer, cannot personally
claim solicitor-client privilege.
Indeed, the protection of documents in the possession of a person who is not a lawyer depends
on the involvement of such a legal counsel in the matter under investigation. Therefore, the
possibility of claiming solicitor-client privilege remains restricted to the lawyer.
How does this work in practical terms? First, the client gives a legal mandate to a lawyer. I
must insist on the fact that the nature of the mandate is crucial because a lawyer who would act
as business adviser could not claim solicitor-client privilege.
In fulfilling his or her mandate, the lawyer may work jointly with other professionals, such as
an accountant for example. Having doubts regarding the legality of the activities conducted by
the client, the authorities decide to investigate. The person authorized to conduct the search
will not be able to examine the documents handed over to the accountant by the lawyer.
Therefore, it is through the lawyer, the only person who can claim solicitor-client privilege,
that the documents in the possession of the accountant will remain confidential.
In this context, it would be fair to think that, in order to enjoy absolute protection, money
launderers will systematically go to a lawyer first, who will hand the documents over to the
appropriate professionals.
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Yet the situation is not as simple as it may appear. Even if the solicitor-client confidentiality
required of the lawyer at this time provides considerable guarantees of confidentiality, this is
not an absolute concept but one subject to a number of conditions and restrictions, which I will
not list in the context of today's debate.
When an individual or organization involved in money laundering requires the services of any
professional with a view to facilitating the perpetration of a crime, regardless of whether or not
a lawyer was involved, the seized documents cannot be protected by solicitor-client privilege.
In short, this amendment adds nothing new to the present situation, in that it merely codifies
existing principles which have long been in place under common law. The concept of
solicitor-client privilege therefore remains exclusive to the performance of the duties of a
lawyer.
This notion can, moreover, be extended to other persons when their services have been
retained by a lawyer, in order to enable him or her to meet the obligations of his or her
mandate as a lawyer.
Under these circumstances, one might say that the solicitor-client privilege is not a right
transmittable to a third party. It is instead a real right involving transmitted documents which,
as the bottom line, are the purview of the lawyer.
We believe that the law will meet the objective of this provision, that is to ensure that
specialized professionals such as lawyers and accountants cannot act as accomplices to the
money laundering mechanism.
As we have already stated, Bill S-16 ought to respond to five very specific questions raised
before the Senate committee. Despite the fact that accountants do not really enjoy the same
privileges of client confidentiality as lawyers, we still consider that Bill S-16 effectively
addresses all these issues.
Obviously, as we supported the Proceeds of Crime (Money Laundering) Act and as the four
clauses the present debate addresses are intended simply to clarify the intent of the provisions
they amend, we will also vote in favour of Bill S-16.
However, we wish to point out to this House that we are supporting the government today for
the same reasons we became involved in the introduction of new coercive measures.
We are satisfied these measures will enable the authorities to more effectively fight organized
crime and therefore to ensure the safety of Quebecers.
In addition, it is unfortunate that the people of Quebec must once again put their faith in the
goodwill of a federal government, which, more often than not, does what it likes when it
comes to resolving problems that, despite their application to Quebec society specifically, fall
under the jurisdiction of the federal government because of the distribution of jurisdictions,
which gives it exclusive jurisdiction in matters of criminal law.
It is therefore appropriate to mention that this dependency will be eliminated with a sovereign
Quebec.
[English]
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Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC): Mr. Speaker, I commend
the hon. member on her remarks. She obviously grasps the importance and the relevance of
this issue at this time in Canada.
In response to concerns raised by the Senate banking committee and the important efforts and
work it did in that regard, we see Bill S-16, an act to amend the Proceeds of Crime Act,
coming forward to legislate in the areas of solicitor-client privilege, the disclosure of
information and records retention.
I should indicate at the outset that I had intended to split my time with the hon. member for
Kings—Hants. Subject to his arrival I may just carry on.
Money laundering, as we all know and are very aware, is the process by which criminals
attempt to conceal profits earned from crime so that the money looks as if it came from very
legitimate sources. It is literally an attempt to clean dirty cash. It is also an attempt to hide or
cover up the illegal means and sources from which the money originated. Typically it involves
vices such as extortion, prostitution, illegal gambling, drugs and other contraband. The
particular legislation is aimed at attempting to track the origins of the money and to get at the
source itself.
The legislation speaks of abilities to trace the origins of money because the origins themselves
are those which are most often concealed and erased. If the money is successfully covered up,
it can then be used to buy goods and services the way any other type of cash or exchange takes
place.
It is estimated that somewhere between $5 billion and $17 billion in money from nefarious
sources is laundered in Canada each year. I do not mean to put too fine a point on it but that
sort of vague estimate indicates the size of the black market out there. It is very disturbing.
Exact figures are very difficult to come by in that regard.
Obviously the black market is thriving in Canada. It is straight profit that is hidden from
Revenue Canada and from government generally. The money is very often shifted between
countries, financial institutions and investment brokerages without a paper trace that would
allow law enforcement to get to the source or to get to the origins. The more complex and
convoluted the trail, the more difficult to trace, eventually prosecute and bring to justice those
involved in money laundering.
It is fair to say it is a world problem against which even the world's most powerful nations
struggle. For example, Vladimir Putin, the Russian president, just last week held a conference
on money laundering in St. Petersburg. He outlined efforts to crack down on the global illegal
industry and the expansion of this industry in Russia. Russia is currently a member of the
FATF's blacklist of nations because of its money laundering legislation, or lack thereof, which
does not meet international standards.
We do not want this to happen in our country. That is why it is encouraging to all that the
legislation is before us now. We must ensure our global partners and neighbours, not to
mention our citizenry, that we are doing everything in our power to address and confront this
problem.
Corruption is a growing problem in Canada and most countries recognize this point. They
recognize the fact that it is very diverse and takes many forms just like legitimate industries.
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Any effort aimed at curtailing this type of underground economy and outsourcing of money
from illegal means is where we should be focusing our attention. The magnitude and the reach
of this problem are staggering.
Canada has come under heavy criticism in recent years as being an easy place for criminal
organizations to launder their money. Our biggest ally, the United States, has sent signals
which clearly indicate that we are leaving our neighbours to the south open and more
vulnerable to criminal activity respecting money laundering because of a failing security
system in our country. The lack of resources contributes to that. The lack of government
support whether it be through funding or innovation indicates to members of our law
enforcement community that in many instances their government is not behind them.
The response has been legislation such as Bill S-16, albeit late. Bill C-22 originally imposed
new reporting and record keeping requirements and created financial transactions in the
reports analysis centre of Canada to receive and analyse information. Bill C-22 was the
predecessor for the legislation before us. It died on the order paper when the pre-emptive and
very opportunistic election was called.
The banks would be required by law to adhere to a new reporting regime that would be put in
place over the next year. It would help reorganize and report dubious transactions. It would
present banks with the obligation to act upon information of which they might be in possession
and report where there is a suspicion of organized crime activity. It is clearly there to try to
unveil and unmask efforts by organized crime to use financial institutions such as our major
banks and other financial institutions for illegal purposes. A failure to report would result in
certain sanctions. Those sanctions include fines of up to $2 million and five years
incarceration. Therefore, this reporting scheme does have some teeth.
Concerns have been expressed however about the privacy and the disclosure of certain
information. Those were voiced by the privacy commissioner, the Canadian Bar Association
and other groups.
The Senate banking committee looked at the bill in June of 2000 and felt that there were
numerous flaws and areas where it could have been improved. The government at that time
was unwilling to entertain amendments to the legislation because it was late in June and the
House of Commons was going to recess. We know that at this time of year ironically we are
facing a similar attitude on the part of government.
However, the Secretary of State for International Financial Institutions gave a written
undertaking to the committee that certain changes would be made in a new bill to be
introduced in the fall. Those changes formed the substance of Bill S-30, introduced in October
of 2000. This bill was identical to the bill we see before us and it went beyond those changes
agreed to in the letter from the secretary of state.
The Senate banking committee reported the bill with the observation that the government
should have given consideration to other amendments that would further ensure that solicitorclient privilege was protected by adding the phrase law office in any clause where the term
dwelling house appeared.
Second, the first annual review should be held after three years not after five years as was
indicated in the original legislation. We find far too often that we are becoming very slack in
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our review process that was initially intended to ensure that the bill was living up to the
breadth, width and intention.
Third and finally, it would require regulations under the act to be tabled before a committee of
each House of parliament. Sadly, this bill does not include those further changes that were
recommended by the committee.
The Law Society of Upper Canada has asked for the deference of the worst sections of this
legislation. In many legal circles around the country court action against the federal
government is not only being discussed but is being planned. This has happened time and time
again. It is a given that with legislation such as this, and Bill C-24 is another bill, the lawyers
are already writing the briefs, and the games will begin as soon as this law comes into being.
This bill will focus on the following legal aspects of this particular legislation. Solicitor-client
privilege is one, which I mentioned previously. Where as Bill C-22 only dealt with instances
where there was solicitor-client privilege involving legal counsel, Bill S-16 now clarifies that
the officials of the Financial Transactions and Reports Analysis Centre may not examine or
copy documents that might be subject to a claim of solicitor-client privilege where the
document is in the hands of someone else until a reasonable opportunity has been made for
that person to contact legal counsel. This responds to concerns raised by the Certified General
Accountants Association of Canada.
It is very much akin to the situation we see with the information commissioner in Canada who
would like to examine the Prime Minister's agenda books. He would hold that information in
privacy and counsel and determine its relevance to the individuals who have requested
disclosure. It follows a longstanding tradition that allows judges to determine relevance and
admissibility of certain information. So we support that particular initiative.
Privacy under Bill S-16 will also allow individuals or the privacy commissioner to take the
Financial Transactions and Reports Analysis Centre to court if they are denied access by the
centre.
This legislation has come under some criticism in the banking committee because the bill
creates onerous and very involved new responsibilities. In fact, Margaret Beare, one of
Canada's leading experts on organized crime, recently stated that the new legislation requiring
banks to report suspicious transactions was contradictory to some of the banks' principles,
mainly that they would be making a profit and reacting to customers' wishes.
The Acting Speaker (Mr. Bélair): I am sorry to interrupt the hon. member. It was understood
that you would split your time with your colleague. Before going to your colleague, there are
five minutes for questions or comments.
Mr. Ken Epp (Elk Island, Canadian Alliance): Mr. Speaker, I was listening to the hon.
member speak and quite clearly he is not finished his notes. My question is very simple. What
else does he have to say?
Mr. Peter MacKay: Mr. Speaker, I would like to thank my hon. colleague for his
intervention. It does allow me to continue just momentarily with my remarks.
There were concerns with respect to the discrepancies over what would constitute a suspicious
transaction, which again led to concerns that were expressed by Ms. Beare. There was also
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indication that certain levels of the banking sector had problems within their computer system
or their system of reporting that would also leave them vulnerable by not being able to live up
to the expectation of reporting. They would have an inability to monitor the type of monetary
transactions that may be taking place on an ongoing basis, that was they could do so perhaps
over a sustained period of time. However, as we all know, these transactions often occur in a
very short time span.
Ms. Beare expressed a concern that lack of follow-up from police in some instances posed a
considerable obstacle.
As is often the case with catching criminals, it is the slip-ups and lack of sophistication on
their part that very often leads to the arrest. However the legislation I would suggest moves in
the right direction in terms of arming those in the financial sector to combat the very
sophisticated and often very complicated and nefarious means by which those who are trying
to launder their money will engage. Otherwise those who play the game very well continue to
thrive despite our best efforts. We have to obviously strive regardless.
On that note, I will turn over the floor to my colleague from Kings—Hants. I know that as a
member of the finance committee he has made significant contributions to this and other bills.
I know that all members will be riveted to their seats when the hon. member for Kings—Hants
assumes the floor.
Mr. Scott Brison (Kings—Hants, PC): Mr. Speaker, I would like to thank my colleague
from Pictou—Antigonish—Guysborough for his erudite comments.
The issue of money laundering is one that no Canadian should underestimate. The fact that the
estimates range between a $5 billion problem to as high as a $20 billion problem speaks
volumes about the degree to which we really do not have a very good handle on the scale of
the problem. What we do realize is its impact on facilitating and enabling organized crime in
any range of applications, whether it is in particular on the side of the narcotics trade, is
significant.
We should also not underestimate the degree to which significant resources are needed to
fighting money laundering. In recent years we have seen an exponential increase in the range
and complexity of financial vehicles available to criminals.
When we talk about organized crime, we are not talking about underfunded agencies. We are
talking about some of the most sophisticated, well funded groups in the world with
international linkages and the economies of scale to attract and to invest in the very best
technologies. That is why, whatever we do in terms of new agencies and new approaches to
money laundering, we have to ensure that the funds are committed to our RCMP and our
enforcement capabilities. Otherwise all that will occur is the government will take baby steps
in the right direction but really not achieve the goals of reducing the incidents of organized
crime and money laundering, which should of course be the goal of the legislation. The
government has had a terrible record of underfunding, the RCMP for instance. Clearly while
new agencies and new approaches might be helpful, if they are underfunded, it will not
achieve the goals that the government has attached to this legislation.
We have some concerns relative to issues of privacy and the member for Pictou—
Antigonish—Guysborough articulated some of those concerns. It is important as well to
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ensure that the new agency's mandate and efforts are separated assiduously from those of the
Canada Customs and Revenue Canada Agency. If the customs and revenue agency sees
evidence of money laundering, it may be appropriate to refer some cases to this new agency to
deal with money laundering.
That being the case, what we want to avoid in those cases where this agency has not found
sufficient evidence of money laundering but may find some evidence relative to inappropriate
behaviours relative to one's taxes, is the agency to result in a souped-up Revenue Canada to
sink its teeth a little deeper into the ankles of Canadian taxpayer.
The issues of enforcement, and particularly the onus being placed on financial institutions, will
be one that will be very difficult from an enforcement perspective and from a privacy
perspective. We have to be awfully careful in this regard that a significant level of education
occurs at the outset and that our financial institutions are prepared on a consistent basis
throughout various financial institutions and throughout a branch of networks to carry out the
mandate of this legislation. I suggest to the government that this will be a significant challenge
and that the government has to be prepared.
The government has to be prepared to invest significantly in technologically driven approaches
to deal with money laundering. Again, we are not dealing with amateurs. These are not
underfunded agencies and local yokels who are doing a bit of criminal activities and do not
really have the resources to carry on their activities. The government is fighting some of the
best funded organizations in the world.
I would argue that we need to engage other countries more actively than we are right now in a
co-operative effort. Clearly, money laundering and electronic transfers of money do not
recognize borders, particularly if one were to consider just for a moment the impact of even
the Interac system and its impact on the ability to launder money, to hide transactions and to
break really large transactions into a multitude of smaller ones.
I am sure many of us in the House use online banking sometimes and I would suggest all of us
probably use our bank cards. However, consider in the wrong hands and with nefarious
motives what extraordinarily powerful tools the Interac system and online banking are. These
are the simplest consumer available technologies of which we are aware. We are not even
considering some of the extraordinarily powerful technologies being used in the mysterious
world of arbitrage and currency trading.
If we are not very careful to ensure the necessary resources are committed to this fight, then
we are sending this new agency, our RCMP and others into battle with pellet guns which will
not be in the long term interest of the effort to reduce the incidence of money laundering and
organized crime.
Accountability is of real importance. There is concern about the growing trend toward
agencies which the government has pushed in recent years. The Canada Customs and Revenue
Agency and the new money laundering agencies are not very accountable.
We must ensure, particularly in areas of privacy, that we do not create agencies that are able to
run roughshod over the rights of Canadians. At the same time, however, agencies must have
the resources and ability to do their jobs. It is a balancing act. I hope the government has a
good understanding of what it will be up against with the new agency.

Appendix B - Page 98

Commission of Inquiry into Money Laundering in British Columbia

We must invest properly and make sure the accountability is there to protect ordinary, lawabiding Canadians. However resources must also be committed to ensuring Canadians who do
not take the law seriously, who participate in money laundering and globally powerful
organized crime networks, are caught and dealt with.
Those are some of our concerns. The legislation, like so much of the government's legislation,
represents a baby step in the right direction. However given the power of organized crime
globally and the resources available to it, we are taking baby steps in the right direction while
the forces we battle are taking gigantic leaps. We are not making the progress we should be
making in this place to ensure that money laundering and organized crime are dealt with
effectively in Canada.
Mr. Ken Epp (Elk Island, Canadian Alliance): Mr. Speaker, today is a special day in the
House. We are debating three bills that were introduced in the Senate. Bill S-16 is the third of
the Senate originated bills we are debating today. It is also a special debate in the sense that
the government side seems not to be participating. It made a token one or two minute speech
and said we should get on with it.
Issues like this should be dealt with by giving considerably more attention to detail. I
commend the member who just spoke. He was talking, particularly toward the end of his
speech, about the government taking timid steps in the right direction but perhaps not doing
enough. Would he like to enlarge on some of his ideas with respect to money laundering and
the curtailing of criminal activity in Canada?
As precisely as possible, what further and stronger measures would he propose to prevent
Canada from becoming a haven for money laundering activities by criminal organizations?
Mr. Scott Brison: Mr. Speaker, I thank the hon. member for Elk Island, a colleague of mine
on the House of Commons finance committee, for his intervention.
First, we should not underestimate the importance of resources. We must make an adequate
commitment of resources to our law enforcement agencies in this regard. The task at hand has
grown exponentially more complicated and difficult. Yet there has been no commensurate
increase in resources to deal with it. In a general sense the resources must be committed. They
have not been to date.
Second, in a more specific sense we must work with the very best technologies available to
deal with the problem. Clearly these are technologically driven problems. The challenge is to
ensure we have the tools to effectively deal with them.
Third, we need greater interaction and engagement with the private sector agencies that will
ultimately be acting on the enforcement side. There should be engagement with the Canadian
financial services sector. Such engagement should take place while the measures are being put
together and not after the fact. It should ensure the sector's commitment is a realistic one, not
one imposed by a government with little understanding of the logistics of enforcement at the
grassroots financial services sector level.
Mr. Larry Bagnell (Yukon, Lib.): Mr. Speaker, I thank my colleague opposite for his
comments but point out that this is the second time I have been up in less than half an hour. It
is not true that we are not participating in the debate.
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I thank him for raising the good point that three bills have started in the Senate. In a bicameral
system every bill must go through both houses. If all bills started in the Senate the House of
Commons would sit around for a week with nothing to do until something was passed, and
vice versa if they all started here.
I thank the hon. member for congratulating those who brought forward the improvement of
splitting bills so that both houses could work on them. If the Senate could remove some of the
fine details in its extensive committee consultations we would not have to worry about them
and would have an even better bill when we got it.
Mr. Scott Brison: Mr. Speaker, I have never heard a more eloquent plea from a member on
the Liberal side for a seat in the Senate. I suggest he make that plea on an individual basis to
the Prime Minister. I wish him luck in his quest for a senatorial appointment.
I agree with the member that a significant amount of valuable work is done in the other place
on legislation like this one. This House, the lower House, benefits from the work of many of
our senators, particularly at the committee level where there is a significant level of expertise
and talent.
Mr. Jason Kenney (Calgary Southeast, Canadian Alliance): Mr. Speaker, I am especially
grateful to have the full attention of the government House leader. The Canadian Alliance, as
my colleague has indicated, will support Bill S-16 which comes to us essentially as legislative
amendments the Senate has sought to Bill S-22. I echo the concern of my colleague from Elk
Island about the growing practice under the current government of initiating legislation in the
other place.
However I would also highlight that Senate committees, in particular the Senate banking
committee in this instance, do good work. Frankly they pay more attention to the details of
legislation of this nature than do some of our own committees.
The bill deals with the proceeds of crime, otherwise known as money laundering. I rise to
make the point as finance critic for the opposition that Canada's laws with respect to proceeds
of crime are unfortunately not as robust as they ought to be. Other jurisdictions have taken far
more significant legislative steps to plug loopholes which allow those who benefit from
proceeds of crime to secrete assets in Canada.
I also second the remarks of my colleague from Kings—Hants who pointed out that although
we have a legislative framework to deal with the proceeds of crime, we do not provide nearly
sufficient resources to law enforcement agencies to enforce the laws.
In particular, the proceeds of crimes division or white collar crime division of the Royal
Canadian Mounted Police is constrained by quite finite resources. This means major fraudsters
have pretty significant resources at their disposal.
These people benefit from tens, sometimes hundreds of millions of dollars of defrauded
moneys and assets. They can afford the very best legal advice, lawyers, financial advice and
accountants to hide their illegally gained assets and launder them so they become ostensibly
legal funds. This is because police simply do not have sufficient resources to combat the
problem on a large scale in Canada.
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Consequently, victims of commercial crime increasingly are turning to lawyers to pursue civil
remedies. That is a concern. I want to raise in the debate the need to consider giving, through
our laws, greater latitude to victims of fraud to pursue civil remedies in court. In many
Canadian jurisdictions it is difficult, if not impossible, for victims of fraud to collectively
pursue so-called class action cases against fraudsters.
The legal framework in the United States allows for fairly robust civil remedies. For instance,
when a telemarketing scam defrauds thousands of American seniors, they can put together a
class action suit. They can find and hire skilled lawyers to investigate, track laundered assets,
seek and in many instances obtain judgments against fraudsters, and restore defrauded moneys
to the people to whom they rightfully belong.
In many Canadian jurisdictions similar remedies are not available. Individual victims of fraud
are not able to collectively pool their resources and pursue legal remedies. In Canada police do
not have the resources or advanced legal expertise to pursue money laundering cases, and
affected individuals cannot collectively join together to finance the expensive investigatory
and legal work required to pursue these cases. I raise this as an important point.
We need to join growing international efforts to stamp out money laundering. Literally billions
of dollars are laundered in and through the Canadian economy every year. Multiple billions of
dollars of assets in Canada belong to criminals indirectly and are controlled by criminals. Our
police forces do not have the resources or expertise to fully trace the laundering process and
restore justice to victims of fraudulent activity. Our legal framework limits the remedies
available to those people.
I raise this as a matter of concern. I invite the government to revisit the issue in a broader
perspective to find out how we can amend laws to be more clearly in compliance with the
growing international intolerance of money laundering. I invite the government to find out
how we can give more powerful civil remedies to victims of fraud. Finally, I invite the
government to find out how we can better equip the RCMP and other police services across
the country to plug loopholes, track down fraudulent and laundered assets and enforce the law
to protect the tens of thousands of Canadians who are the unwitting victims of fraudulent
scams.
I invite the government to consider all these things. However we in the Canadian Alliance
Party will be supporting the bill.
[Translation]
The Acting Speaker (Mr. Bélair): Is the House ready for the question?
Some hon. members: Question.
The Acting Speaker (Mr. Bélair): The question is on the motion. Is it the pleasure of the
House to adopt the motion?
Some hon. members: Agreed.
The Acting Speaker (Mr. Bélair): I declare the motion carried.
(Motion agreed to, bill read the third time and passed)
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[English]
The Acting Speaker (Mr. Bélair): It is my duty pursuant to Standing Order 38 to inform the
House that the question to be raised tonight at the time of adjournment is as follows: the hon.
member for St. John's West, Canada Mortgage and Housing Corporation.

An Act To Amend The Criminal Code (Organized Crime And Law Enforcement) And To Make
Consequential Amendments To Other Acts (Bill C-24)
Citation

2001 c. 32

Royal Assent

December 18, 2001

Provisions
Amended

2, 18

Hansard

April 23, 2001[House of Commons]
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.)

Mr. Speaker, I am pleased today to lead off the debate on an issue of major concern to all Canadians:
the problem of organized crime and the legislative tools available to our police, prosecutors and
courts to address that problem.
[Translation]

In the Speech from the Throne, our government promised to take aggressive steps to combat
organized crime, including the creation of stronger anti-gang laws.
[English]
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Building upon the foundation that the government put in place over the past several years, including
the 1997 anti-gang amendments to the criminal code, the proposed legislation would enable law
enforcement to respond to the threat of organized crime in the country.

Bill C-24, an act to amend the criminal code regarding organized crime and law enforcement,
responds to our commitment to law enforcement officials and to my provincial counterparts to
provide additional legislative tools to assist them in the fight against the many manifestations of
organized crime. The legislative measures set out in Bill C-24 seek to assist Canadian law enforcement
officials in the fight against organized crime.

These proposals fall into four categories: first, measures to improve the protection of people who
play a role in the justice system from intimidation; second, the creation of an accountable process to
protect law enforcement officers from criminal liability for certain otherwise illegal acts committed in
the course of an investigation; third, legislation to broaden the powers of law enforcement to forfeit
the proceeds of crime, and in particular the profits of criminal organizations, and to seize property
that was used in a crime; and, fourth, the creation of a number of new offences targeting involvement
with criminal organizations.
...
These efforts resulted in the adoption last September of the national agenda to combat organized
crime. In Iqaluit, the solicitor general and I agreed with our provincial and territorial colleagues on an
action plan. That plan has several key elements, but expanded and strengthened legislative tools were
at the forefront of this national response.
...

I turn my attention now to the aspect of Bill C-24 that seeks to protect law enforcement officers from
criminal liability when for legitimate law enforcement purposes they commit acts that would
otherwise be illegal.

The Supreme Court of Canada in its unanimous 1999 judgment in Regina v Campbell and Shirose
stated that the police was not immune from criminal liability for criminal activities committed in the
course of a bona fide criminal investigation. However, while observing that “everybody is subject to
the ordinary law of the land”, the supreme court explicitly recognized that “if some form of public
interest immunity is to be extended to the police..., it should be left to parliament to delineate the
nature and scope of the immunity and the circumstances in which it is available”. Through Bill C-24
the government takes up the challenge offered to it by the Supreme Court of Canada and properly
assumes its responsibility to provide guidance.
After issuing a consultation paper last year and engaging in much consultation the government has
put the proposals before the House. The proposed scheme contemplates several means of ensuring
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accountability. These involve a combination of new legislative measures contained in Bill C-24, police
training, as well as reliance on existing judicial and disciplinary means to ensure compliance with rules
governing their use of powers given under the law.

The legislation does not propose the granting of blanket immunity to all law enforcement officers for
unlawful acts committed in the course of carrying out lawful law enforcement responsibilities.
However, the legislation does provide a form of very limited immunity. Colleagues need to
understand that for many years law enforcement authorities were working on the basis that they had
common law immunity. All the supreme court did was make it plain that there was not common law
immunity but called upon parliament to put in place a legislative scheme if it saw fit.

Here is how the scheme would work. When a public officer is engaged in the enforcement of any act
of the Parliament of Canada, doing that which would otherwise constitute an offence may be
permissible if the following elements exist.

First, before the person can act he or she must be designated a competent authority. The individual
must also believe on reasonable grounds that committing the act or failing to act is the reasonable
course of action and proportional in the circumstances and including whether there is any other
available means of carrying out their duty.

Nothing in the proposed scheme would provide immunity for the intentional or criminally negligent
causing of death or bodily harm; the wilful attempt to obstruct, pervert or defeat the course of
justice; or conduct that would violate the sexual integrity of an individual.

Another feature of the legislative package before us today is a new approach to addressing
participation in the activities of criminal organizations. The bill contains a new definition of criminal
organization and three new offences that effectively criminalize the full range of involvement with
organized crime.

At its core, the danger of organized crime flows from the enhanced threat posed to society when
people combine for the commission of serious crimes. Historically criminal law has responded to this
elevated harm by punishing individuals for engaging in conspiracy and for aiding or abetting the
commission of specific offences.
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In 1997 in Bill C-95 parliament went further and directly targeted organizations of such individuals for
the very first time by providing a definition of criminal organization, increased investigative powers
and increased penalties for those committing crimes in conjunction with criminal organizations.

Law enforcement officials and provincial attorneys general have called for a simplified definition of
criminal organization and for offences that respond to all harmful forms of involvement in criminal
organizations. That is precisely what we have done in the legislation before the House today.

The current definition only covers criminal organizations that have at least five members, at least two
of whom have committed serious offences within the preceding five years. As well, the organizations
themselves must be shown to have been committing crimes punishable by a maximum sentence of
five years or more in prison.

Canada is a signatory to the United Nations convention against organized crime which affirms that a
group of three persons having the aim of committing serious crimes constitutes a sufficient threat to
society to warrant special scrutiny from the criminal justice system.

I believe that Canadians want our law enforcement officials to be able to target criminal groups of
three or more individuals, one of whose main purposes or activities is either committing serious
crimes or making it easier for others to commit serious crimes. In conjunction with a more
streamlined definition, the full range of involvement with criminal organizations is targeted in Bill C24 by three new offences.

The first offence targets participation in or contribution to the activities of criminal organizations.
Taking part in the activities of a criminal organization, even if such participation does not itself
constitute an offence, will now be a crime where such actions are done for the purpose of enhancing
the ability of the criminal organization to facilitate or commit indictable offences.

The bill also addresses the concern expressed by law enforcement officials and provincial attorneys
general that the current requirement of proving beyond reasonable doubt that the accused was a
party to a specific crime shields from prosecution those in the upper echelons of criminal
organizations who isolate themselves from its day to day activities.

We know that successful recruitment enhances the threat posed to society by criminal organizations.
It allows them to grow and to more effectively achieve their harmful criminal objectives. Those who
act as recruiters for criminal organizations contribute to these ends both when they recruit for
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specific crimes and when they recruit simply to expand the organization's human capital. Thus the
expressed provisions of the proposed participation offence make it clear that the crown does not in
making its case need to link the impugned participation, in this case recruitment, to any particular
offence.

Some have called for mere membership in a criminal organization to be an offence. In my view such a
proposal would be extremely difficult to apply and would be vulnerable to charter challenges.

The second new offence retains the core of section 467.1 of the criminal code which is the criminal
organization offence introduced in Bill C-95. The new offence targets those who aid, abet, counsel or
commit any indictable offence in conjunction with a criminal organization.

Unlike the existing provision, it would not require the crown to prove both that the accused has
participated in or substantially contributed to the activities of a criminal organization and that he or
she has been a party to the commission of an indictable offence punishable by five or more years of
imprisonment. The participation-contribution requirement has been removed entirely and the range
of offences targeted has been broadened to include all indictable offences.

The third new offence deals specifically with leaders in criminal organizations. Like the participation
offence, it does so not by criminalizing status but by proscribing the harmful behaviour itself.

Leaders of criminal organizations pose a unique threat to society. Operationally they threaten us
through their enhanced experience and skills. Motivationally they threaten us through their constant
encouragement of potential and existing criminal organization members. Accordingly in the bill we
have moved aggressively to identify, target and punish those within criminal organizations, whether
or not formally designated as leaders, who knowingly instruct others to commit any offence,
indictable or otherwise, under any act of parliament for the benefit of, at the direction of, or in
association with a criminal organization.

The penalty provisions for the three offences I have outlined confirm the government's resolve to
provide a proportionate and graduated means of addressing all forms of involvement with criminal
organizations and to ultimately break the back of organized crime in Canada. The participation
offence I previously described is punishable by a maximum of five years of imprisonment, the party
liability offence by a maximum of 14 years of imprisonment, and the leadership related offence is
punishable by a maximum of life imprisonment.
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Furthermore each of these punishments has been fortified by an appropriately aggressive sentencing
regime. Its two critical components are mandatory imposition of consecutive sentences for the
offences and a presumptive parole ineligibility period of one-half the imposed sentence. When these
measures are combined with our newly expanded and improved criminal forfeiture scheme our
message to organized crime is clear: crime does not, will not and must not pay in Canada, and we will
take all necessary measures to ensure the continued safety of our homes, streets and communities.

Not all provisions of the bill specifically target organized crime groups. Several elements in the
proposed legislation are meant to improve criminal law generally. These improvements to the law will
nonetheless be extremely useful in combating organized crime.

The offences initially listed as enterprise crimes were those considered most likely to be committed
by organized crime groups. Over the years, as organized crime evolved and moved into new areas of
criminal activity, new offences were added to the list of enterprise crimes. Today the list of such
crimes stands at over 40 with no indication that we will stop adding new offences to the list.

At the same time, by limiting the proceeds of crime provisions to certain listed offences, we have
created two types of criminal: the criminal whose proceeds are subject to the proceeds of crime
provisions of the code and whose illicit profits can be ordered forfeited by the courts, and the criminal
whose profits fall outside the reach of the proceeds provisions of the code.

Furthermore, there is a proposal to eliminate the enterprise crime list approach and expand the
application of the proceeds of crime provisions to designated offences, that is, to most indictable
federal offences. In this manner the profits from the commission of most serious crimes would be
subject to forfeiture. All existing protections, such as notice provisions, applications to revoke or vary
orders, appeals and remedies, will of course continue to be available to the accused and to third
parties.

Canada must be in a position to offer the necessary assistance to foreign countries that have
successfully investigated and prosecuted members of organized crime groups and whose courts have
ordered the confiscation of tainted property located in Canada. I would like to ensure that Canada is
not singled out for its inability to provide the necessary assistance to help such jurisdictions obtain the
confiscated property.
Accordingly, the bill proposes a number of amendments to the Mutual Legal Assistance in Criminal
Matters Act that would allow Canada to enforce foreign confiscation orders. That is important. The
provisions contained in the proposed legislation would allow Canada to respond on the basis of a
treaty to requests from a foreign jurisdiction for assistance in enforcing a confiscation order issued by
a court in that jurisdiction in relation to proceeds of crime derived from the commission of a criminal
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offence for which the accused was convicted. In anticipation of a confiscation request, Canada would
also be able to provide assistance in respect of a request to seize or restrain the targeted proceeds
located in Canada.
The proposed amendments would also facilitate requests from Canada regarding the enforcement of
restraint or forfeiture orders for proceeds of crime located in foreign jurisdictions.
The last element that I want to stress deals with offence related property. The bill contains
amendments to make the offence related property forfeiture regime in the code apply to all
indictable offences. As well, the present exemption from forfeiture for most real property would be
eliminated.
I believe the measures I have outlined today would ensure that we have the tools necessary to
combat the increased threat of organized crime. Let there be no mistake that the proposals before us
would provide more effective laws and aggressive prosecution strategies to target organized crime at
all levels.
...

April 23, 2001 [House of Commons]
Mr. Vic Toews (Provencher, Canadian Alliance)

Mr. Speaker, I am pleased to participate in the debate on the new organized crime legislation, Bill C24.
...
During the election they realized that organized crime was an issue. Suddenly the government said
that it better do something because there was a danger to our country and to our institutions. It said
that police officers were having a difficult time coping and the courts were overwhelmed by the issue
of organized crime. I therefore note, with a bit of bewilderment, that the Liberals finally woke up.
...
I am relieved that the government is finally acknowledging that organized crime is a serious problem.
The rest of the country has been saying this for many years. It is no secret, although to the Liberal
caucus it was a bit of a secret, that the level of activity of criminal organizations has increased
substantially in recent years, posing a severe risk to public safety and security. Not only has there
been an increase in the level of activity. There has also been an increase in the intensity of violence
including bombing, threats and intimidation.
The extent of collaboration within and among criminal groups has broadened greatly. The available
technology has improved their ability to conduct organized crime by leaps and bounds. Over the years
Canada has become a very attractive place for these types of criminals. According to the Criminal
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Intelligence Service of Canada, CISC, “virtually every major criminal group in the world is active in
Canada”.
Antonio Nicaso, a well known organized crime specialist and author, has said that Canada has become
one of the world's most important centres for global crime syndicates in part because of federal
regulations and laws. He has stated that prior to Bill C-22 it was harder to import cheese into Canada
due to the restriction of the minister of agriculture than it was to import a suitcase full of money.
The RCMP commissioner has said recently that for the first time there are signs of criminal
organizations which are so sophisticated they are actually focusing on destabilizing certain aspects of
our society.
...
Another equally disturbing fact about the bill is the serious lack of funding and resources that has
plagued and continues to plague the administrators of our justice system. Frontline officers fighting to
get these criminals prosecuted have been effectively handcuffed with a serious lack of resources.
Criminal organizations have the best possible tools. They have state of the art technology. They have
access to millions of dollars derived from illegal activities to fund their activities. Meanwhile our
frontline police officers struggle to maintain existing technology. They are unable to adapt to new and
emerging technologies because of insufficient funding.
Funding has become a vital issue in our continuing fight against the sophisticated and wealthy
organized crime syndicates. Organized crime investigations are themselves resource intensive, costly,
highly technical, lengthy and complex.
When the bill was first introduced over two weeks ago the justice minister announced a mere $200
million of funding. To me and the average citizen $200 million is a lot of money. The government
continually includes an amount of money in a package announcement as though the money is
immediately available. That is not correct.
The amount is spread over five years. It does not come close to the amount that is needed for
frontline law enforcement officials to do their jobs effectively. When one looks at the $200 million
over five years and where the money will go, it will not be to local police forces in Winnipeg, Calgary
or Vancouver that actually do the investigations. Some of it will go to the RCMP, and we applaud that.
What concerns me about the $200 million is that it will not go to the places it needs to go in terms of
frontline investigation and help for the police.
I speak from experience and knowledge having dealt with that matter when I was minister of justice
for a provincial government. The need to fight organized crime in whatever form we find it is a
constant concern.
...
We need to financially support our front line police officers. If we are not prepared to do that then all
our speeches, our legislation and the studies and the years that have gone into the legislation were all
for naught.
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When one considers the annual RCMP expenditures alone in one year, the $200 million extra to fight
organized crime is a drop in the bucket. If this was all going to front line RCMP officers it would be a
good start, but everyone here in the House realizes that is not where it is going.
We are not even talking about the municipal police forces that carry out the mandate of parliament
when we pass legislation. Who will help the Toronto police force or the maritime municipal police
forces that have a very real interest in protecting their citizens against this pernicious criminal
activity?
Even though the introduction of additional funding by the government gives the appearance of a
substantive and immediate injection of funds, the funds allocated on a yearly basis will not
significantly enhance police or prosecution resources when we consider that a relatively simply
prosecution under this legislation can cost $10 million.
...
The bill also addresses the issue of police immunity. I think all right thinking people understand the
need for police to have these powers. We also understand the need for clear criteria governing those
activities. It was always the case that police had those clear criteria in place as policies that governed
their activities. The Supreme Court of Canada has come along and said that we need to put that in
legislation. I agree because I do not think it is necessary to fight on that issue. Let us put clear criteria
in place but let us not hamstring and handcuff our police officers at an undue cost to our security and
the security of our citizens to enjoy democracy and their democratic rights.
The minister needs to bear in mind that when we create immunity for police, we also have to address
the possible adverse impacts on law-abiding citizens and the damage that might be done to their
property by a police officer carrying out his or her duties under this protection.
...
April 23, 2001 [House of Commons]
Mr. Gurmant Grewal (Surrey Central, Canadian Alliance)

Mr. Speaker, on behalf of the constituents of Surrey Central I am pleased to participate in the debate
on Bill C-24, an act to amend the criminal code respecting organized crime and law enforcement and
to make consequential amendments to other acts.

The bill has two main purposes: first, to provide new tools in the fight against organized crime; and,
second, to respond to the 1999 supreme court decision in R. v Campbell and Shirose, which put in
doubt the ability of police and police informants to break the law as part of undercover operations
aimed at penetrating criminal organizations.
...
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The penetration of organized crime into Canadian society is a very serious matter. Criminals move
from jurisdictions with strong controls to jurisdictions with weak or no controls. This criminal activity
undermines Canada's financial and social systems and increases the power and influence of illegal
businesses.

A staggering variety of activities such as extortion, home invasion, murder, theft, drugs and arms
trafficking, counterfeit currency and passports, migrant smuggling, prostitution, Mafia, casino and
lottery frauds are additional costs to society at the expense of the taxpayer and at the expense of our
future. These activities make our streets unsafe.

...

Canada has now become a global centre and a haven for organized crime because of its laws.
Whatever the government does now it is too late and too little. The criminals are lightyears ahead of
the law enforcement agencies. They have more resources, more money and better state of the art
technology while the agencies on the other side even lack the law with tooth and are struggling to
maintain yesterday's technology.
...

I will now talk about the main features of the bill. There will be longer consecutive sentences for gang
activity: up to five years for participating in a criminal organization; 14 years for carrying out
indictable offences for the benefit of a criminal organization; and life for being the leader of a criminal
organization.
A new definition of a criminal organization would be: only three members required instead of the
current five; there is no need to prove that members participated in indictable offences in the five
years preceding prosecution and providing that, in addition to indictable offences punishable by five
years or more, offences can be prescribed as serious offences.
It is stated that the intention is to cover offences, such as prostitution and gambling, that are
controlled by organized crime.
Another point is the protection of justice system participants. Threatening a judge, prosecutor, juror,
et cetera, or a member of their family would be punishable by up to 14 years and murdering a justice
system participant would be first degree murder.
The next point concerns police immunity. The solicitor general responsible for the RCMP or provincial
ministers responsible for the police will be able to designate officers who may, in the course of an
investigation, commit offences other than offences causing bodily harm, obstructing justice or sexual
offences.

Appendix B - Page 111

Commission of Inquiry into Money Laundering in British Columbia

Forfeiture of property would apply to all property used in committing a crime rather than just
property especially built to carry out the crime. Judges will have to determine whether the forfeiture
is appropriate given the nature of the crime. Presumably a house may not be forfeited if five
marijuana plants are found in it but it could be if 500 or 5,000 plants are found in it.
There are still many significant deficiencies in the bill that require further address or amendments.
Even many recommendations of the subcommittee have not been addressed in the legislation. I was a
member of that committee and it was a Liberal dominated committee.
...
The criminal code should have been amended so that all its provisions related to organized crime
activities could have been brought together in a specific part to be entitled enterprise crime,
designated drug offences, criminal organizations and money laundering. This recommendation was
not followed.
The criminal code should have been amended to allow for the designation of criminal organization
offenders in a manner similar to that applicable of dangerous offenders and long term offenders
provided for at section 752. This would allow, at the sentencing stage, after a conviction has been
obtained, for the imposition of imprisonment for an intermediate period or for long term supervision
in the community after a sentence of up to 10 years. The recommendation was not followed.
...
The criminal code should have been amended so that there was a reverse onus placed on a person
convicted of an enterprise crime, a designated substance offence, a criminal organization offence or
money laundering whose assets have been seized, to prove that these assets have not been acquired
or increased in value as the result of criminal activity. There should be a reverse onus on the criminal
rather than on law enforcement agencies to prove that. This is a very important recommendation.
If the convicted person were unable to discharge the burden of proof, as I mentioned, to the
satisfaction of the court, these assets should be declared to be forfeited. This recommendation was
not followed through.
...
The human resources expertise and technology levels should be sufficient to effectively combat
organized crime. Unfortunately the funding announced by the justice minister today providing only
$200 million over five years does not appear adequate and does not come close to the amount
needed for frontline law enforcement officials to do their job effectively.
The funds allocated on a yearly basis would not significantly enhance police or prosecution resources
when we consider that a relatively simple prosecution could cost as much as $10 million. Those
resources are inadequate.
A national tactical co-ordinating committee should have been established to promote the exchange of
information and sharing of experiences among field operators in order to fight organized crime. This
recommendation made by the subcommittee on organized crime was not followed through again.
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...
In particular, the recommendations of the subcommittee, regarding forfeitures, wire tapping and
serving full sentences, have not been addressed or have only been partially met. Therefore, I hope the
justice minister will be open to considering amendments that would further streamline the Canadian
justice system and would offer Canadians a greater measure of security through the legislation.
April 23, 2001 [House of Commons]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)

Mr. Speaker, it is a pleasure to rise to speak to Bill C-24, since the Bloc Quebecois has argued for such
a bill.
....
Looking at the government's own documents, we can see that organized crime is not a new
phenomenon. It is not something that caught the government off guard because it was not aware of
it. The government is well aware of what is going on.

In fact, the RCMP did a study on organized crime and on the ins and outs of the war that has
developed in Quebec in recent years. According to the documents I had this morning, the RCMP
figured that, for the 1994-98 period alone, 79 murders were related to the bikers' war. This number
does not apply to the whole of organized crime.

During that period, 79 murders and 89 attempted murders were related to the drug trade and to the
wars between Quebec biker gangs, in addition to 129 instances of arson and over 80 bombings. These
are figures that the minister knew or should have known. Both the Solicitor General of Canada and
the Minister of Justice must have known about the situation, just as they must know that the drug
trade is exceedingly lucrative for those who are involved in it.

The Quebec provincial police estimates that the Hell's Angels alone made profits of $100 million last
year. The drug trade, from coast to coast in Canada, represents some $5 billion. The government
opposite has known or should have known this for a very long time. I was elected in October 1993
and have known about this since 1994.
...

As for whether or not this is really an anti-gang law, that will depend on how it is enforced. However, I
think we are actually starting to have something more closely resembling such a law. With such
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legislation, we are starting to have tools which will make it possible to mount an effective campaign
against organized crime.

People probably remember all the seizures made in Quebec under the existing provincial legislation,
not the bill being debated today, but the existing Quebec legislation behind Opération Printemps
2001, which resulted in more than 160 arrests in 74 municipalities in Quebec. Millions of dollars were
seized in the form of luxury vehicles, drugs and cash. It was a very successful operation.

With respect to the operation per se, we can congratulate the police on a job well done. I would like
to take this opportunity to commend them for their professionalism. However, we have to wait and
see how many of the some 160 people arrested and charged with murder, attempted murder,
corruption and other offences under the Food and Drugs Act will be found guilty.

This is why I think that, if the minister had acted sooner, Opération Printemps 2001 would have been
conducted under new and much clearer and stricter provisions providing for harsher sentences,
something we in the Bloc, as well as the police and the public have been asking for some time now.
Once again, the minister turned a deaf ear.

What provisions of this bill should we be thankful for? In 1997, when the then justice minister
amended the criminal code to show that the government was doing something to fight organized
crime, a definition of a criminal organization was provided and a criminal organization offence was
created.
...

Under the bill, gang membership has been reduced to three people from five. We now have the
whole business of contribution to activities that assist a criminal organization to attain its criminal
objectives.

I am pleased with this definition, which is far more complex in the bill than the way I am stating it, and
hon. members will agree with me. I am just giving the main thrust for purposes of understanding. It
will be easier for us to be able to collar various people whom we are not able to touch at the present
time.
...
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The whole definition of criminal organization has been simplified. In addition, there will be a special
way to calculate sentences for persons found guilty of gangsterism. This is a step forward. It is no
longer a requirement to prove that the individuals knew they had been committing indictable
offences over the previous five years. This whole notion of the number of years has been completely
eliminated, and so has the number of years in prison. This applies not only to crimes punishable by
five years in prison but to all other crimes.
...

Then there is the whole issue of the seizure and forfeiture of the proceeds of crime. However, in this
respect we believe the department could have introduced much more relevant and daring
amendments. We believe the department did not go far enough in terms of the legislative tools it is
giving the courts, the police and the penal system as a whole. There is still work to be done in this
respect even though progress has been made.

We are so far behind and we have so few tools to successfully fight organized crime that any change,
no matter how small, must be welcomed and applauded. But while we are at it with the help of
experts to draft something that is defendable and enforceable and is what the people want, we might
as well do it right. We really have to look at the whole issue.

There is one matter that scares several people, namely the amendments aimed at protecting the
officers in charge of enforcing the anti-gang law. Now, a police officer investigating very specific
crimes such as the trafficking of human beings, alcohol, tobacco or firearms smuggling, heinous
crimes, international terrorism, crimes against the environment and everything related to drug
offences, will at last be able to commit acts otherwise illegal were it not for that protection.

So that members can really understand what I am talking about, I will give an example. Criminal
groups, be it biker gangs, the Italian network, Chinese triads or the Russian mafia, which is also
present in Canada, are well organized. They have made it very difficult for the police to infiltrate
them. Very often, in those biker gangs whose methods we are more familiar with, to determine if a
new member going up every step in the organization is trustworthy and is one of them, the leader will
ask him to commit certain illegal acts.

The bill says that an investigating officer could commit certain acts without fear of prosecution. This is
not protection at large; murder, rape, acts of violence and so on are excluded. This is for very specific
offences. For example, in a biker gang operating a large drug market, an undercover officer could be
asked to sell drugs. That is an illegal act. Without protection, the police officer could be liable to
prosecution for that. Yet he must do so to be accepted as a member of the biker gang, get to know
more and possibly gather enough information to prosecute the guilty parties.
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This is very much a societal issue. It is a complex matter and it could lead to abuse. We must be very
careful in implementing the law. However, if we want to fight organized crime effectively, we must
have such tools.

Some countries go much further than that, but we should begin by looking at their experience and
see how this is done, see how things work and what the results will be over time. This is a step in the
right direction, albeit a very small one in terms of both the offences and the people.
...

I will conclude by saying that one thing is certain and that is that those enforcing the legislation must
also be given the necessary money. It is all very fine and well to have a well-drafted bill, but the
necessary money must be there for them to enforce it.

In Quebec, we have shown that when the police were given adequate financial support, they were
able to do an effective job of combating organized crime, as they did in the Opération Printemps
2001, a major cleanup operation. We should continue in this vein by passing this bill.

April 23, 2001 [House of Commons]
Mr. Bill Blaikie (Winnipeg—Transcona, NDP)

Mr. Speaker, I am pleased to rise and say a few words on behalf of the NDP on this particular debate.
...

Broadening the powers of law enforcement to forfeit the proceeds of crime, and in particular the
profits of criminal organizations, and to seize property used in a crime are things we may well need to
put into legislation so that governments have the tools at their disposal to deal more forcefully with
organized crime.

An accountable process must be established to protect law enforcement officers from criminal
liability when they commit what would otherwise be considered illegal actions while investigating and
infiltrating criminal organizations. That is something I understand from my meetings with the
Canadian Police Association earlier this year. I certainly understand the concern of police officers who
work undercover in difficult situations and need more freedom to act without worrying about
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criminal liability. We cannot grant them absolute freedom, of course, so it is a fine line. The minister
has attempted in the legislation to define what that line is.

This is something I look forward to discussing in committee because people have expressed concern
about where the line is drawn. I understand and appreciate those concerns and yet I am sympathetic
to what police officers have requested. We certainly accept the principle of protecting, to some
degree, police officers who are engaged in this kind of activity and we look forward to hearing from
people on both sides of the issue as to where the line should be drawn.

April 23, 2001 [House of Commons]
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC)

…
I do applaud her. I applaud the minister's initiative in bringing forward this legislation now. It has
finally received priority and would allow those administering it, mainly the provinces and the law
enforcement community, to attack the issue and to attack the underbelly of these gangs. In
particular, this legislation allows for greater use of attacking the proceeds of crime, that is, going after
the actual resources of organized crime and taking away the flow of money and the benefits received
from illegal acts.

It also very clearly and specifically simplifies the definition and the composition of criminal
organizations for purposes in a court. The bill targets various degrees of involvement within
organizations, that is, it attaches the type of activity that is deemed to be participation in a criminal
organization. Sometimes that is just watching. Sometimes it could be the person working on a dock in
Halifax who turns a blind eye to an importation or to a boxcar coming in with illicit contraband
material.

The legislation also would make it easier for police and prosecutors to arrest and jail those involved in
organized crime and keep them in prison for longer periods of time. There is a greater element of
deterrence, both specific and general, at work in the bill for those who choose this path.

The bill would allow law enforcement officials to declare forfeit the proceeds of crime from
organizations, to seize the property and to perhaps put that resource back into the community that
has been harmed. It allows law enforcement officers to seize things like houses, boats, cars and
money and to allow the resource that has been pillaged and raped from a community to go back into
it and perhaps benefit it and try to rehabilitate some of the harm that has been done.

Appendix B - Page 117

Commission of Inquiry into Money Laundering in British Columbia

The legislation would also strengthen rules protecting against intimidation of witnesses, jurors and
their families at organized crime trials. It would strengthen the protection for federal ministers and
members of parliament. It would improve protection for law enforcement officers from criminal
liability when they commit certain illicit acts while engaging in undercover operations.

One thing missing from the legislation and which has been pointed out by several members today is
that it does not include provincial ministers. I believe that was perhaps a legislative oversight. I am
certain it is something that can be corrected at committee. In particular, the provisions in this bill
send a very important signal that the Parliament of Canada is not going to sit back and rest on the
laurels of the fine men and women who are currently working in our justice system, but that it is
actually going to bolster support for them and enhance their ability to do their job and their ability to
protect us, because it is that thin blue line, as it is sometimes called, that the police provide to the
citizens of Canada.

We are supportive of the amendments that deal with taking away the proceeds of the crime, taking
away the lifeblood. There are very positive amendments to this bill that could be tightened up. Again,
hopefully we will have an opportunity to do that in the process.
…

April 23, 2001 [House of Commons]
Mr. Stephen Owen (Vancouver Quadra, Lib.)

Mr. Speaker, I am very pleased to stand today to speak in favour of Bill C-24.
...

The expanded definitions and increased ability to seize the proceeds of crime are important in the bill.
There must be an ability to seize and forfeit property in a fashion that is efficient, quick and hits at the
heart of the enterprise nature of organized crime.
The mandatory reporting provisions for suspicious financial transactions are important. Fifteen billion
dollars was estimated as the amount of laundered funds from illegal activities in Canada last year.
…

April 23, 2001 [House of Commons]
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Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)

Mr. Speaker, the bill introduced by the minister this morning contains almost 80% of what the Bloc
Quebecois has been asking for over the last five or so years. One point, however, is missing from the
bill on organized crime now before us and that is the whole issue of reversing the burden of proof and
the proceeds of crime.

My question for the member is a very simple one. Everyone knows that money is the sinews of war,
whether politics or organized crime are involved. The comparison may be slightly imperfect, but it
boils down to the same thing; there is organized crime because there is money to be made. The more
money they make, the stronger and more organized they will be.
There is really nothing in the bill to facilitate the work of the police and crown prosecutors, to reverse
even somewhat the burden of proof, so that it is not up to the crown to prove the illegality of an
acquired asset, but rather up to organized crime to prove the legality of its origin.

My question for the member is as follows. Will he be able to support this, when he talks of amending
the bill? Is it in this sense of giving additional tools to the police and crown prosecutors to facilitate
proof with respect to such things as money which is, as we know, the sinews of war?
[English]

April 23, 2001 [House of Commons]
Mr. Greg Thompson

Mr. Speaker, this goes back to previous comments and to questions answered by my colleagues in the
House. There is always that balance between charter rights and the willingness or the desire to crack
down on criminals. There is a balance to be struck. Certainly that reverse onus is something worth
looking at.

However, the truth is that organized crime has the resources. The government brags about the
money it is putting in, but there are some prosecutions that have been going on in the country against
organized crime by the Government of Canada where the cost is in excess of $10 million. The money
being put in is a drop in the bucket. Not to discount the fact that $200 million over five years is a lot of
money, but in comparison to the proceeds of crime, which are reaching into the billions, the point has
to be made that we have to fight back with the resources we have and often that means money to
fight crime. Bringing in legislation that is tough yet honours the charter is the challenge for the
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government. We are hoping the bill will do that given some of the amendments we will put forward
from this side of the House.
...

September 19, 2001 [Senate]
Hon. Wilfred P. Moore

Honourable senators, I am pleased today to begin debate at second reading of Bill C-24
…

Honourable senators, law enforcement officers do need a limited justification for acts or omissions
that would otherwise be illegal when they undertake these acts and omissions for the purpose of
good-faith investigations. In the absence of sufficient protections in the current law of Canada, the
Supreme Court's judgment has had a significant negative impact on law enforcement in Canada. The
impact has been especially great on undercover operations targeting organized crime.

As noted in the white paper entitled "Law Enforcement and Criminal Liability," tabled in the Senate in
June 2000, long- accepted and valuable law enforcement techniques have been called into question
by that ruling. For example, the judgment has called into question the legality of routine purchases by
law enforcement officers of contraband to gather evidence for prosecutions. Similarly, the judgment
has affected the ability of law enforcement officers to pose as criminals by participating, temporarily
and in a controlled manner, in the activities of their targets…

Bill C-24 responds to this situation. Under the bill, a public officer engaged in the enforcement of an
act of the Parliament of Canada would be able to engage in conduct that would otherwise constitute
an offence, provided certain important limiting conditions are satisfied.
...

I now move to Bill C-24's improvements to the law on proceeds of crime. Currently, the proceeds-ofcrime provisions are directly related to the designated drug offences and a list of other offences
referred to as "enterprise crimes." Over the years, as organized crime evolved and moved into new
areas of criminal activity, new offences were added to the list of enterprise crimes. Today, the list of
such crimes stands at over 40, with no indication that we will stop adding new offences to the list.
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Bill C-24 eliminates the list approach and expands the application of the proceeds of crime to all
federal indictable offences. This should be subject to the exception of indictable offences that are
excluded by regulation. In this manner, the profits from the commission of most serious crimes would
be subject to forfeiture. This will simplify and expand our approach with respect to proceeds of crime.
However, existing protections to ensure that seizures are appropriate and subject to defined
procedural requirements will remain in place.

Other provisions of Bill C-24 will give criminal justice officials new powers with respect to foreign
confiscation orders. The ease with which financial resources can be transferred around the world
presents a challenge for all countries in the attempt to fight crime by seizing its proceeds. Canada
must be in a position to play its part in addressing this challenge and offering necessary assistance to
countries that have successfully investigated organized crime within their jurisdiction and ordered
their assets to be confiscated.

Accordingly, the bill proposes a number of amendments to the Mutual Legal Assistance in Criminal
Matters Act that would allow Canada to enforce foreign confiscation orders.
An additional element of Bill C-24 that I will highlight for consideration of the Senate deals with
offence-related property. The bill contains amendments to make the offence-related property
forfeiture regime in the Criminal Code apply to all indictable offences under the code and expands the
application of the regime to all real property, subject to a proportionality test.
As I stated, three new criminal organizational offences have also been created. These replace and
substantially improve upon the criminal organization offence that was created at section 467.1 of the
Criminal Code by Bill C-95.
...

Senator Andreychuk: Honourable senators, we must look at trafficking in migrants and an
international convention, as well as some national enabling legislation. We should then look at drug
strategies and gangs and criminal activity strategies and money laundering. More and more, the
international community is saying that these activities are all interrelated. Perhaps we have not been
so successful because we have been looking at the nature of the activities in a segmented way. Surely
it is time to see how we can draw them all together in a more coherent way so that we might be more
successful.

September 25, 2001[Senate]
Hon. James F. Kelleher
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Honourable senators, it gives me great pleasure to rise today to give second reading to Bill C-24, to
amend the Criminal Code, specifically addressing the issues of organized crime and law enforcement.
…

The last matter I wish to touch upon today is one which, as a former Solicitor General, greatly
concerns me. When this bill was first introduced, the Minister of Justice announced an additional
$200 million to fight organized crime. If this government can waste hundreds of millions of dollars
attempting to register the guns of innocent Canadians and still not get it right, then I have a hard time
believing that $200 million is nearly enough to combat organized crime.

As senators, we must determine how much is really needed to effectively implement this legislation.
If the financial resources are not forthcoming, then I question the point of even dealing with this bill.

While on the subject of money and resources, honourable senators, I should mention that I am
pleased to see the expanded provisions allowing for greater seizure of assets tied to organized crime.
It is time that we went after the rewards of organized crime and reclaimed these resources for the
benefit of us all. Ideally, we could use the proceeds of these seizures to add to the resources
necessary to effectively fight organized crime.

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
The Honourable Anne McLellan, Minister of Justice and Attorney General of Canada

…
We know that both terrorism and organized crime have existed for a long time. They have both taken
on new guises because of globalization and technology, and the ability to move billions of dollars
around the world quickly and easily. They have existed for a long time and they will both continue to
exist.
...

Third, the bill broadens the powers of law enforcement to forfeit the proceeds of crime and, in
particular, the profits of criminal organizations, and to seize and forfeit property that was used in the
crime.
Fourth, the bill creates an accountable process to protect law enforcement officers from criminal
liability for certain otherwise illegal acts committed in the course of investigations.
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…

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Hon. Lawrence MacAulay, Solicitor General of Canada

…
I would like to focus specifically on how Bill C-24 will make it easier to take the profit out of crime.
This is crucial because organized crime is a business. When we take away the profits, illegal business
cannot operate.

The bill would expand our ability to seize and forfeit the proceeds of crime. As it stands, the court can
take away the proceeds of crime by drug traffic, murder and fraud. Bill C-24 will expand on that list, so
we will be able to take away the proceeds of almost all indictable offences. These changes will make
the 13 Proceeds of Crime Units we have established across the country even more effective. These
units, combining the resources of the RCMP and those of other police and government agencies, were
created to target organized crime groups and seize their criminal proceeds. To date, assets valued at
well over $200 million have been seized, and over $130 million in fines and forfeiture have been
realized. That is significant progress, and the measures in Bill C-24 will build on that success.

In the aftermath of September 11, the bill will allow for, among other things, the enforcement of
foreign seizure and forfeitures. This will serve as an effective tool in removing profit generated by
criminal organizations outside of Canada. I know many countries have been waiting eagerly for us to
introduce this change.

These proposals will allow designated officers, under strict limitations, to perform acts and omissions
that would otherwise be offensive, so they can carry out their investigation and even infiltrate
criminal gangs. The Supreme Court of Canada recognized that officers operating in good faith might
need to have such powers. It also recognized that it is up to Parliament to provide them. That is what
we are doing in Bill C-24.
…

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Ms Anne McLellan
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You raise a good point, senator [Rivest]. When I meet with some police organizations, they make the
point that, in terms of sharing in relation to the proceeds of crime, they would like to see some of
those proceeds be put back more directly into enhanced law enforcement efforts. However, as the
Solicitor General has outlined, the sharing arrangements are government-to-government, federal
government to provincial government. What the province chooses to do with those resources from
proceeds of crime is left up to the province in whatever proportionate share they receive. It does
vary.

It would not be for us to say how those dollars are used. However, let me assure that you that both
police and victims' organizations have made the case in the provinces that they should have some
recoupment or some call upon the funds that are provided to the province under these sharing
agreements. Once the province receives the funds, it is up to them to decide how those funds are
used in their province.

Under the Criminal Code, we have something called a victim fines surcharge. That requires a court, in
almost all circumstances, to impose a surcharge on the convicted individual in addition to any other
sentence. That surcharge goes to the provinces for victims' programs. It does not come to the federal
government. That was an arrangement we made some years ago with the provinces.

Where a surcharge is imposed, and a surcharge could certainly be imposed on any convicted person
charged with an organized crime offence, those surcharges go to help fund victims' services in every
province in the country.

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Michel Auger, Journalist, Legal and Criminal Affairs Expert, Journal de Montréal

...
In addition to this list of victims, 20 innocent people have been injured or assassinated in this war. I
am one of those innocent victims. A woman working in a restaurant was taken hostage, and used to
shield an individual linked to the Hells Angels who was trying to protect himself from his assailants. He
was a loan shark. When the police arrested him a little later, they seized in his personal effects $5
million in proceeds of crime. Here, it was possible to make the case.
The proceeds of crime in Operation Spring 2001 were not just from the Hells Angels. The Hells Angels
are not even the largest organized group working in Quebec and Canada. However, revenues for the
Hells Angels alone are one billion dollars annually. The police seized roughly $10 million. The police
followed them and counted money every day. Our legal system is 30 or 40 years behind the American
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legal system. Canadian criminals avoid the United States like the plague. In Canada, however, they
share the vision of a prime minister who said that Canada was the best country in the world.

The courts, in Bill C-24, have limited police authority to infiltrate organized crime. Only in Canada is
one criminal organization after all of the profits. A criminal is not just involved in drug trafficking, theft
or possession of stolen goods, he is an individual who keeps his options open. There is no such thing
as small profits for a criminal.

Our courts, in the Campbell and Shirose case, limited the powers of the police. A secret agent who
infiltrates a criminal network is only authorized to buy drugs. If someone offers him a stolen vehicle,
he cannot buy it, nor can he buy a carton of contraband cigarettes. So it is absolutely unthinkable for
the police to be able to infiltrate criminal networks because of the highly restrictive interpretation
from our courts.
…

They say that society in general benefits somewhat from organized crime and the proceeds of crime.
It is true that criminals are big spenders. They buy works of art, expensive vehicles, they travel a lot,
they like to live in luxury and they have big houses. They are heavy consumers. That is where some of
their profit goes. Another part is used for loan sharking. That is one of the biggest problems in
Canada's larger cities.
…

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Yves Prud'homme, President, Fédération des policiers et policières municipaux du Québec

…
We therefore believe that Bill C-24 does not go far enough to send a clear, unequivocal message to
those who operate in the world of organized crime. We feel that the government should consider a
greater disincentive such as reversing the onus of proof so that the accused would have to
demonstrate that they are not guilty of the charges that are brought against them. The prosecution
will have to prove to the court that the offences have indeed been committed and are obviously
related to organized crime. The same reversed onus should apply to the proceeds of crime and, in
particular, to the profit of criminal organizations and the assets that are confiscated. It would then be
up to the individuals who are charged to prove that the assets are not the proceeds of crime.
...
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No new money has been included in the budget of municipal police services who are part of joint
units along with our fellow provincial and federal police officers. You must realize that without
additional funding, it is impossible for law enforcement agencies to increase staffing.
…

You are right, and I am going to give you a concrete example of what I have experienced. The
Sherbrooke Hells Angels based a biker in Iqaluit to sell hashish from Sherbrooke. Similar examples are
to be found around the world.

A police money-laundering operation in Montreal from 1990 to 1994 revealed that the Sherbrooke
Hells Angels' cocaine came through the Hells Angels international group and that the work was being
done in co-operation with the Montreal mafia. The Colombians were in cahoots with the Hells Angels
for the sake of exporting the cocaine. This is a problem that has to be dealt with on a worldwide basis.
This is a difficult problem to deal with in the big cities; imagine what it is like for small towns in
remote areas.

In greater Granby, with a population of about 60,000 people, the police are under surveillance. Files
are kept on them. Officers are even visited at home. Organized crime is taking action against officers.
No longer is the police officer investigating the criminal; the criminal is investigating the officer. In a
municipality of 200 or 300 residents, there are surely members of organized crime.
…

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Antonio Nicaso, Journalist, Author

...
In the Unites States, they use RICO to attack criminal enterprise because the only way to fight
organized crime is to hit them in their pocket. Unfortunately, when I said that Canada is an easy spot,
there is a reason for that. We have to consider that, before 1989, we did not have money-laundering
legislation. It was harder to import cheese into this country than a piece of luggage full of cash, dirty
money.

During that time, many criminal organizations moved into Canada. That is because Canada is still an
easy place in which to invest money. We should not underestimate the fact that we allow people to
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invest $300,000 in this country as a landed immigrant. In Quebec, we recently had a case involving
the wife of a wanted criminal from Italy. She invested $300,000 in Canada. No one asked her where
the money came from.

In 1994, all the leaders of the world signed an agreement at the United Nations summit in Naples. For
the first time, they defined organized crime. It was a correct definition of organized crime.

In Bill C-95 there is a definition of organized crime that does not exist. I say that for one simple
reason. That is because it refers to five or more people, and formally or informally organized crime.
The characteristic of organized crime is the formality of their structure. It is the fact that there is a
hierarchical structure. Bill C-24 is a better approach.

It is important to create a national strategy and to deal with organized crime in a different way. In
Canada, there is still a much lower risk of prosecution and detention than in other countries, for
example, in Europe and in the United States. In the United States, they have mandatory prison terms.
Here, we have a Club Med instead of a penitentiary. We do not consider drug traffickers as dangerous
offenders. That is a mentality that we should change. We should be thinking about organized crime in
a large way. Police officers need a piece of legislation that deals exclusively with the definition of
organized crime. They need to do other things to attack organized crime in different ways.
…

November 21, 2001 [Standing Senate Committee on Legal and Constitutional Affairs] [Entire
Exchange]
Senator Kelleher: Is the commission of the offences that the police will be given the authority to
commit limited to investigations of a criminal organization, or can these powers be used in any and all
criminal investigations, including the investigations of terrorist activities?
Mr. MacAulay: The person or individuals that are designated are under supervision of an officer and
they can only perform these duties involved in an investigation.
Senator Kelleher: I understand that, but with respect, that is what you always say to a judge even
though you do not mean it. Can this include the investigation of "terrorist activity?"
Mr. MacAulay: Yes, indeed.
Ms McLellan: Yes.
Senator Kelleher: Therefore, the police could be involved in committing terrorist acts in the course of
their investigations if they were so permitted; is that correct?
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Mr. MacAulay: Falling under this legislation, if a terrorist organization is involved, it could also be
involved in organized crime, which would tie the two together under this legislation. One could be
investigating a terrorist organization for organized crime activity. That could very well take place.
Ms McLellan: Senator, your question is a good one. One might have authorization for law
enforcement officials to participate in a money-laundering scheme, the money of which is used to
finance terrorist activities.
Senator Kelleher: The question is timely, in light of Bill C-36, to let the people of Canada know that
this can also involve terrorist activities.
Ms McLellan: Indeed. Money laundering is probably a good example where we know that terrorist
organizations raise money here and around the world, and we might want to authorize our law
enforcement authorities to go undercover and participate, for example, in a money-laundering
operation, in order to reveal the full extent of the operation, to lay charges and to blow it apart.
Mr. MacAulay: I had the privilege of meeting an undercover officer who was involved in this type of
activity and who explained the need for this kind of legislation.
Mr. Paul Kennedy, Senior Assistant Deputy Solicitor General: There are many serious criminal
offences that the police are not authorized to do, for example, murder, sexual offences, assault
causing bodily harm and obstruction justice. The definition of terrorist activity is at the high end, and
includes offences that put lives in jeopardy. The officers are not authorized to do that under this
scheme.As part of the normal investigation done of such organizations, there are support or ancillary
activities that they have to be involved in. The Minister of Justice referred to money laundering.
Another example is the preparation of false documents. These are all tools that people have to
commit terrorist activities. The officers will be working with these people to find out who is doing
what and to infiltrate the groups. You can take from there that the officers will be doing things such
as bombings. That would defeat the purpose. However, they have to go in at the entry-level and
investigate to be able to take action. There are thresholds that are off the table and are not done.

November 22, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Ms Heather Perkins-McVey, Chair, National Criminal Justice Section, Canadian Bar Association

...
One of the significant questions to think about is, will this bill solve the problem? We suggest it will
not. Yesterday you heard the Minister of Justice McLellan talk about the fact that this bill is different
from Bill C-36 because it is meant to deal with the profit motive. Our position is that this bill does not
focus sufficiently on taking away the profit motive of crime. If we were to look at decriminalizing soft
drugs and prostitution, that takes some of the profit motive away from some of these persons
involved in organized criminal activities. We believe that focussing laws such as the money-laundering
legislation that has already been passed, which takes away the profit motive, will have a far better
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effect on combating organized crime than some of these overbroad offences that are contemplated in
Bill C-24.
…

Ms. Anne-Marie Boisvert, Chair of the Barreau du Québec Criminal Law Committee: There has been a
great deal of discussion of the Campbell and Shirose Supreme Court judgment. I would like to place it
in perspective. Campbell and Shirose were charged with serious drug offences and requested a stay of
proceedings because of police wrongdoing. It was alleged that the police committed an offence by
selling drugs. The Supreme Court denied the stay of proceedings and Campbell and Shirose were
convicted.

However, in pronouncing judgment, the Supreme Court justice said that the police had committed
unlawful acts. It is now being alleged that it will be impossible to convict anyone because unlawful
acts are disallowed. I repeat, Campbell and Shirose were convicted. In response to the claim that
investigations will become impossible because it would amount to leaving oneself open to legal action
by attorneys because of offences committed, I would like to see a long list of police officers against
whom legal action has been taken.

In Quebec, the RCMP unlawfully laundered millions of dollars through an exchange office that they
had set up. To my knowledge, no legal action was taken against any of these RCMP officers.
Furthermore, the major criminals who were sent to prison as a result of the operation are still there.

When it is said that in the Campbell and Shirose case, the Supreme Court decision created an
emergency situation which meant that there could be no further investigation, then it is important to
ask what precisely is being requested. The bill assigns the power to decide whether and under what
circumstances it is reasonable to commit offences. It is clear upon reading the bill that the things
reviewed by the MacDonald Commission of Inquiry in connection with the incidents that occurred in
the 1970s in Quebec would not have happened. It would be considered acceptable for the RCMP to
have stolen lists of members of political parties, burned barns or whatever else it may have done that
gave rise to the many years of investigation by the commission of inquiry. It is important to realize
this.

November 22, 2001 [Standing Senate Committee on Legal and Constitutional Affairs] [Entire
Exchange]
Mr. William M. Trudell, Chair, Canadian Council of Criminal Defence Lawyers: I agree with you,
senator. You would get a statistical report. We had 59 infiltration cases where we had to break the
law. Proposed section 25.3 (2) takes out any specific information because, as has been said earlier,
there are too many escape ramps. You are correct. There would be no meaningful report. Therefore,
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there would be no accountability in relation to the use of these provisions. Previously, some police
officers may have said to you that they have experience; they know how to infiltrate the police; and
they have training. That argument has been made previously. There is no standard training for
infiltration and what they can do across the country. Quebec may have some experience because of
the bikers, but Manitoba, Saskatchewan and New Brunswick may not. There is no standard
accountability. There are no standard provisions for accountability throughout this bill. That must
happen if this cookie goes beyond this committee.
Senator Lorna Milne (Chairman): It rather surprises me that with a group of legal people in front of
me that no one has said that the courts are the ultimate civilian control.
Mr. Michael Lomer, Counsel, Criminal Lawyers' Association: You do not like the control.
Chairman Milne: The judicial control is the ultimate forum. They throw the case out.
Ms Perkins-McVey: What if this is never revealed? What if there is not a charge laid? What if the
police break the law, do all these things in the course of an investigation that goes nowhere? Should
we be allowing this kind of activity?
Ms. Boisvert: There is a difference in degree. In Quebec, the RCMP has not been charged with money
laundering. They did it for years.

November 28, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Marc St-Laurent, Deputy Chief, Investigations Division, Montreal Urban Community Police
Department

…
Our disappointment with Bill C-95 is matched by our delight with Bill C-24. We are therefore
enthusiastic and confident about the future, because this bill to fight organized crime at last meets
our expectations. We support the amendments proposed in the bill, in particular the new definitions
of "criminal organization" and "criminal organization offence." We also support, needless to say, the
measures designed to protect justice system participants and provide immunity for peace officers. We
believe that the new rules governing the seizure and forfeiture of offence-related property and
proceeds of crime are better than the current rules.
…

The other element we feel is important is the reversal of the burden of proof where applications for
the forfeiture of proceeds of crime are made. We all know how difficult and costly it is to prove that
something is the proceed of a crime, particularly because organized crime members often use dummy
corporations in transactions involving real estate and goods. Would it not make sense to require
organized crime members to reveal the source of their goods, if they have been found guilty of being
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an organized crime member? Those are the two recommendations we would like a future bill to
incorporate.
...

November 28, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Mike Ryan, Inspector, Organized Crime Agency of B.C.:

…
The broadening of the definition of enterprise crime to include all indictable offences under the
Criminal Code and any act of the federal Parliament provides a significant opportunity for law
enforcement to seize the proceeds of crime from the broadest range of profit-motivated offences
engaged in by organized crime groups. Without the expansion of this definition, the proceeds of crime
from offences such as forging or falsifying a credit card cannot be seized.
Earlier this year, my agency seized an illegal credit card factory that held at risk a total of $330 million
in credit potential. The proceeds of crime from this offence could not be seized due to the current
restricted definition.
…

It should be pointed out as well that the 1997 amendments contained several provisions that allowed
police officers to traffic and purchase illegal drugs to counter drug dealing. Other provisions in the
Criminal Code allow police to launder money, to be in possession of proceeds of crime and to possess
restricted or prohibited weapons for the purposes of an investigation. These exemptions are already
in Canadian law and have existed for some time. They permit law enforcement officers to do certain
things that are technically illegal. These exemptions have proven their worth in the battle against
organized crime and without incident or suggestion of abuse.
…

November 28, 2001 [Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Asselin

If I may, I believe that you all agree that what has allowed organized crime to take on the importance
that it now has, is due not only to the intimidation factor but also due to wealth. They line their
pockets in two ways: through drug trafficking and through the proceeds of crime.
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At this time, because of the laws regulating certain types of drugs and other substances, peace
officers can also engage in drug trafficking, importing, and production, in order to infiltrate these
groups and dismantle their organization. Under the Criminal Code, they are allowed to launder the
proceeds of crime, and in so doing, commit the same offence, with less supervision and fewer
restrictions than are included in the Criminal Code with Bill C-24. The use of such means has not yet
led to any abuse.

For example, as Mr. St-Laurent told you, since the regulation allowing us to engage in trafficking and
possession of drugs came into effect in 1997, we have undertaken a dozen operations. Those who are
assigned to such activities are hand picked. We have 12 such officers. Bill C-24 stipulates that the
Quebec Minister of Public Security will designate which law enforcement agencies have the
qualification or expertise to undertake such activities.

With respect to drugs, on the 150 police agencies in Quebec - at least until recently - only the Sûreté
du Québec and the Montreal Urban Community Police Service were involved in laundering the
proceeds of crime and in drug trafficking operations. Of those two agencies, only our ultra-specialized
and properly trained units are involved.

I believe that the supervision is even greater than what is stipulated in the Criminal Code at this time.

November 28, 2001 [Standing Senate Committee on Legal and Constitutional Affairs] [Entire
Exchange]
Senator Moore: In your remarks, you mentioned that the police should be targeting the businesses
that these organized criminals are in. We have heard from witnesses before you of the millions, if not
billions, of dollars that have been generated and are out there. In the course of your research, where
is this money deposited, and does Bill C-24 not give the police the tools they need to chase down and
seize those monies?
Mr. Yves Lavigne (journalist): I have always been of the opinion that Revenue Canada investigators
should be the people tasked with dealing with money laundering and proceeds of crime. The
untouchables who finally nailed Al Capone and who fought organized crime in the U.S. in the 1920s
and 1930s were not police officers. They were Revenuers who worked for the Department of
Treasury. Al Capone got nailed on tax evasion. There needs to be more cooperation. There has always
been a reluctance to bring the tax people in. It is a power struggle, but I think these agencies should
cooperate more. Money laundering is, in one sense, well understood and, in another sense, truly
improperly understood. The Hells Angels do not put this money into foreign bank accounts. They put
it in a plastic pipe and bury it in their backyard. I carry a shovel in the trunk of my car, hoping one day
I will luck out. Five million dollars was found in California in a Hells Angels' front yard in a plastic pipe.
Most criminals, the smart ones, will not flash the cash, because if they do, they will get hit on for
money. They look grubby. Look at the Volpe brothers in Toronto, who were the organized crime in
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Ontario - the only organized crime as far as the media was concerned. One of them ran a parking lot,
wore a little windbreaker and pants, and read books every day. You would not make him for an
organized crime figure. They bury their money. The Colombians are the guys with the accountants
who run the money through the system. The others are pretty smart.
Senator Moore: Where is the bikers' money in Canada? Is it in banks or buried?
Mr. Lavigne: In British Columbia, they nearly spent $250,000 of it buying a seat on the Vancouver
Stock Change and running a member for public office in White Rock. They own a lot of businesses. A
police officer has to prove a crime was committed. Revenue Canada just walks in and says, "Prove to
me these assets are legal." This is where the police and Revenue Canada can work together. The
police identify the Hells Angels, their wives, their associates, their friends, their network. Revenue
Canada hits all those people: Mr. Big, his wife, his girlfriends, his family, his parents, her parents, their
associates, and audits all of them. Four apartment buildings will be in his second girlfriend's name. A
fleet of limousines that work the airport will be in the name of an associate. If all these people
eventually get audited, the noose gets really tight. Even if no one is ever charged, they will have to
forfeit all this money, which is very damaging to organized crime. Money is their power. It corrupts. It
buys stuff.
I would love to see Revenue Canada do that. It is such an easy thing to do, because they know who all
the bad guys are. Bikers are so obvious. Audit them. The corner stores get audited every day.
Legitimate business people get audited every day. It frightens them. I think that would probably be
the best way at this moment in time to hurt organized crime.

An Act To Amend The Criminal Code, The Official Secrets Act, The Canada Evidence Act, The
Proceeds Of Crime (Money Laundering) Act And Other Acts, And To Enact Measures
Respecting The Registration Of Charities In Order To Combat Terrorism (Bill C-36)
Citation

2001, c. 41

Royal Assent

December 18, 2001

Provisions
Amended

Long title; 1, 2, 3, 5, 7, 9.1, 10, 12, 15, 16, 17, 21, 22, 25, 27, 30, 32, 36, 40, 55.1,
56, 58, 59, 73, 75, 80, 96

Hansard
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October 16, 2001 [House of Commons]
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.)
...
We are all aware that the lifeblood of terrorist organizations is money. Bill C-36 proposes new
measures under the criminal code to combat the financing of terrorism. It includes measures
related to the seizure, restraint and forfeiture of terrorist property. The new measures related to
financing would allow us to effectively go after the heart of terrorist financing networks.
For example, it would be an offence to collect or provide cash knowing that it would be used
to facilitate or carry out an offence that constitutes terrorist activity. It would be an offence to
provide financial services knowing that they would be used to facilitate or carry out terrorist
activity or to benefit a terrorist group. Persons in the financial services industry who
knowingly engage in transactions related to terrorism could find themselves charged
criminally.
These measures are also subject to safeguards including substantive and procedural
requirements governing seizure, restraint and forfeiture. Third party interests including those
of the innocent families of those involved would be protected.
…
The bill also amends the proceeds of crime or money laundering legislation. Fintrac's mandate
would be expanded to gather, analyze and disclose information on terrorist money laundering.
The safeguards built into the Fintrac process would be maintained.
…
October 16, 2001 [House of Commons]
Mr. Michel Bellehumeur (Berthier--Montcalm, BQ)
…
As far as money laundering is concerned, for at least five or six years now the Bloc Quebecois
has been saying over and over that the borders between Canada and the United States are as
full of holes as a sieve and that Canada enjoys the wonderful international reputation of being
a country where money laundering is easy and where there may be the least monitoring of this.
…

October 16, 2001 [House of Commons][Entire Exchange]
Mr. James Rajotte (Edmonton Southwest, Canadian Alliance): Mr. Speaker, an expert on
money laundering has been quoted in news reports today as calling Canada the Maytag of the
north, well known to terrorists and other criminals as a good place to launder money. The
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justice minister and the finance minister both assured us that the government had the legal
power to seize and freeze the financial assets of bin Laden and other terrorists. If that was the
case, will the Prime Minister explain why this new bill changes the very law that his
government said had the powers already?
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.): Mr.
Speaker, as I have indicated before in the House, under section 3(2) of the United Nations Act
we do have the power to commence civil forfeiture proceedings, but what we are doing in the
anti-terrorism legislation is putting in place a strengthened and more formal process by which
we have the power to seize, to restrain and to seek civil forfeiture. Let me make it absolutely
plain that under section 3(2) of the United Nations Act that presently exists we do have the
power to seek civil forfeiture of frozen assets
Mr. James Rajotte (Edmonton Southwest, Canadian Alliance): Mr. Speaker, section 3(2)
of the United Nations Act is the act that the government is changing under this law. Two
senior ministers weeks ago asserted that the government had the legal power to seize and
freeze bank accounts, and yet at the first opportunity they have changed the law. Why did two
senior ministers state in the House that the government had these powers?
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.): Mr.
Speaker, we do have that power and in the legislation what we are doing is streamlining and
formalizing that process.
October 17, 2001 [House of Commons]
Mr. Irwin Cotler (Mount Royal, Lib.): Mr. Speaker, the government's anti-terrorism law is
not only intended to mobilize the domestic legal arsenal against international terrorism but to
help build and strengthen the international mechanisms to confront the new supernational
terrorism. Accordingly the Canadian government is hosting this week an international
conference on money laundering involving participants from 43 countries to address and
redress an evil that threatens the security and lives of people.
In particular, terrorists and transnational criminal syndicates have enormous resources at their
disposal with the capacity to infiltrate, undermine and circumvent legitimate socioeconomic
infrastructures and transactions.
By targeting money laundering, the soft underbelly of terrorist and criminal organizations, the
conference aims to stem the illicit flow of funds that sustain these organizations, which
exemplifies our international leadership role in protecting human security in mobilizing the
legal arsenal to put people, their safety and their lives first.
…
October 17, 2001 [House of Commons] [Entire Exchange]
Mr. Michel Bellehumeur (Berthier--Montcalm, BQ): Mr. Speaker, the world money
laundering conference concludes today in Montreal. At least $30 billion left Canada last year
for three tax havens recognized by the OECD. Can the Minister of Finance guarantee that not
one cent of this $30 billion was used to finance terrorism?
Hon. Paul Martin (Minister of Finance, Lib.): Mr. Speaker, it is fairly clear that the
Minister of Finance, in his capacity as Minister of Finance, certainly does not have this
information. If it does exist, it is a matter for the police.
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Mr. Michel Bellehumeur (Berthier--Montcalm, BQ): Mr. Speaker, does the Minister of
Finance realize that his lack of willingness continues to make it impossible to know whether
the $30 billion invested in these tax havens, which his government encourages, have been or
are being used to finance terrorism?
Hon. Paul Martin (Minister of Finance, Lib.): Mr. Speaker, as far as financing terrorism is
concerned, the Government of Canada, with the Minister of Justice's omnibus bill and by
freezing terrorists assets from the start, as the United Nations required, led the way and will
continue to do so. When we look at the OECD initiative on tax havens and the Government of
Canada's ability to act in the area, we see very clearly that, of all the G-7 countries, Canada is
the one providing leadership, and we will continue to do so.
October 17, 2001 [House of Commons]
Ms. Anita Neville (Winnipeg South Centre, Lib.)
… We will also have the ability to cripple these terrorist organizations financially with the
amendment to the Proceeds of Crime (Money Laundering) Act and the enactment of the
charities registrations act. Preventing terrorists from accessing funds prevents them from
committing acts of terror.
…
October 17, 2001 [House of Commons]
Hon. Stephen Owen (Vancouver Quadra, Lib.)
… Bill C-36 would build on the money laundering and proceeds of crime legislation we have
in place to deal with criminal organizations. This legislation deals mainly with enterprise
crime but could clearly be focused on terrorist organizations.
October 18, 2001 [House of Commons] [Entire Exchange]
Mr. Stéphane Bergeron (Verchères—Les-Patriotes, BQ): Yesterday, in response to a
question, the Minister of Finance stated that Canada was a leader in the battle against money
laundering. However, the exact opposite of this was said by John Mair of the RCMP at a
conference on this subject held in Montreal this week. Does the Minister of Finance agree that
Canada has some catching up to do in this area, and will he promote an international agency
against money laundering such as the international experts are calling for?
Hon. Paul Martin (Minister of Finance, Lib.): Mr. Speaker, Canada has already called for
this. Moreover, it is in part because of Canada that the Financial Action Task Force on Money
Laundering, an international body created by the G-7, has been created. I can assure you that
its work will continue. Moreover, Canada has already said that staff must be increased so that
this can be done as effectively as possible.
Mr. Stéphane Bergeron (Verchères—Les-Patriotes, BQ): Mr. Speaker, the Minister of
Finance has been boasting for several years about playing a lead role on the international level
to do away with tax havens. The reality, however, is that since he took over in 1993, no action
has been taken and more than $140 billion have been transferred from Canada to tax havens in
the West Indies. Could the minister stop giving us these fine speeches about his claimed role
on the international scene, and instead play his role as the Minister of Finance for Canada and
put an end to bilateral agreements with countries that are considered tax havens?
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Hon. Paul Martin (Minister of Finance, Lib.): Mr. Speaker, once again, as the hon. member
must be aware, the OECD has put in place a process for examination of all tax havens. Canada
has given full support to this entire initiative. Moreover, Canada has given $13 million to
countries of the West Indies to ensure that they are able to control money laundering and to
examine just how all the problems involved can be solved.
...
October 24, 2001 [Standing Committee on Justice and Human Rights]
Mr.Paul Wilkinson (Individual Presentation - Professor St. Andrews University)
…
And as I said, the listing of designated organizations is a similar measure. I know that has been
controversial in Canada. I read some of your press reports only this morning, which seem to
indicate that people are unhappy with that. My feeling is that the listing should not be
misunderstood. It is not that the legislation only applies to those designated organizations. Any
organization, as I understand your proposed terrorism legislation, that engages in terrorist
activity or supports terrorist activity could fall foul of this act, whether it's listed or not. It may
be added to the list at some later date.
There is a great advantage to having a list. When you're trying to suppress the financing of
terrorism, which is, after all, the lifeblood of buying weapons and purchasing the sorts of
services the al-Qaeda network has been able to buy all over the world, it is important that one
can actually stop the flow into the terrorist organization. If you don't have a listing, the danger
is that you have to try to prove in a court of law that a specific sum of money that passed from
a bank in, say, Ottawa to a bank in India or in Pakistan actually was used by a person in that
particular country to purchase x number of weapons and explosives. That is an exceedingly
difficult thing to prove, whereas if you can show that a designated terrorist organization was
involved in both the support network that procured this money and the channelling of the
money to a terrorist organization that is a designated organization, you can actually apply the
financial measures the UN convention asks us to apply. It streamlines the effectiveness.
I know some organizations will be clever enough to change their names. They've already done
that in America. Some of them, as I said, moved across the border. Some moved their
activities mainly to Europe. We have seen, as a result of Terrorism Act 2000, some
organizations shutting down their major funding activity in London and moving it to places
where the legal framework is more lax. I'm sure that will happen, but insofar as we're making
it more difficult for them to use our havens of democratic freedom in that way, abusing our
freedoms in order to help terrorism, I think we're making a constructive contribution, and
therefore I welcome that element in your proposed legislation. The similarities seem to me to
far outweigh the differences.
….
October 24, 2001 [Standing Committee on Justice and Human Rights]
Professor Wesley Wark (International Relations Programme, University of Toronto)
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On terrorist financing, again this measure has been called for over a number of years by people
who have watched over terrorist problems in Canada. I think it's long overdue. The one issue I
would raise, with regard to the monitoring and interdiction of terrorist financing, is that as the
bill currently stands, it raises the possibility of creating overlapping jurisdictions, or
overlapping areas of operations, between the existing centre to monitor financial transactions
that was created to pursue money-laundering issues—and now will have a function in terms of
pursuing terrorist financing—and the mandate of the Canadian Security Intelligence Service,
to concern itself with terrorist financing and fundraising in Canada.
Overlapping jurisdictions in the security and intelligence business is the bane of that business.
We have to be careful any time we seem to be creating the circumstances to provide such
overlap. I wonder whether this needs to be looked at again.
...
October 25, 2001 [Standing Committee on Justice and Human Rights]
Hon. Jim Peterson (Secretary of State (International Financial Institutions))
Thank you dear colleagues. I appreciate the opportunity to appear before your committee
today to discuss those aspects of Bill C-36, the Anti-terrorism Act, which deal with terrorist
financing.
I will focus on how the Bill expands the scope of the Proceeds of Crime (Money Laundering)
Act (PCMLA) and the mandate of the Financial Transactions and Reports Analysis Centre of
Canada (FINTRAC). I will comment on new measures that affect charities and will mention
our international efforts.
[English]
At the outset, let me assure honourable members that the government is committed to
depriving terrorists of the ability to finance their activities. We believe that cutting off their
funding is a key step in reining in the capacity of terrorists to function. Achieving this
objective, however, will not be easy. It requires both strong domestic measures and a unified
international effort.
As you know, the government has been working with its international partners to develop a
coordinated global response to dealing with terrorist funding. Canada and its G-7 partners have
moved quickly to develop and implement action plans to combat the financing of terrorism,
doing so by blocking the assets of terrorists and their associates.
We're also an active member of the Financial Action Task Force on Money Laundering. We
support the organization's efforts to develop and implement international standards to prevent
the use of the global financial system for terrorist financing. The Honourable Paul Martin,
chair of the G-20 group of finance ministers and central bank governors, has begun the task of
broadening the base of support for effective and coordinated international action through that
group.
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Our goal is that all jurisdictions will join with us in adopting strong domestic regimes against
terrorist financing and will cooperate with us internationally to track down and deny a safe
haven anywhere for terrorist funds.
[Translation]
Canada's participation in international efforts has already translated into domestic action,
primarily through the implementation of United Nations Security Council Resolutions.
Regulations in force since February 2001 freeze property owned or controlled by the Taliban,
and Osama ben Laden or his associates.
New regulations, in force since October 2nd, go further by giving the government the authority
to freeze assets of other terrorists and terrorist organizations that are listed either by the U.N.
or by the Governor in Council.
The government listed individual terrorists and terrorist organizations under these regulations
on October 2nd, and added to that list on October 12th. These new regulations have allowed
the government to work closely with the international community to ensure that any terrorist
assets are subject to sanctions.
[English]
The federal regulator, OSFI, has on several occasions since September 11 reminded financial
institutions of their obligations under these regulations and urged them to cooperate fully with
law enforcement in their investigation. OSFI has also used its website to provide financial
institutions with the most up-to-date information about listed terrorists.
The new regulations require financial institutions to report monthly to their regulator on
whether or not they have terrorist assets in their possession and, if so, to aggregate the
information about those assets. The Minister of Finance has committed to making regular
reports on the terrorist assets that are identified by our financial institutions.
These regulations were an important step in our efforts to thwart the financing of terrorist
activities through our Canadian FIs. They establish key terrorist financing countermeasures
and provide a bridge to the anti-terrorism plan that will be accomplished, we believe, through
the passage of the bill before you.
[Translation]
Among other things, this Bill introduces changes to the Criminal Code that put into law
various measures set out in the United Nations Regulations of October 2nd. Most importantly,
the changes make it a criminal offence to finance terrorist activities. In addition to
criminalizing terrorist financing, it is important that effective means be found to deter and
detect these illicit activities. To this end, changes to the Criminal Code require all persons to
report to the RCMP and CSIS if they have property in their possession or control that they
know belongs to a listed terrorist. In addition, the Criminal Code amendments include monthly
reporting requirements for financial institutions modeled on those established in the U.N.
Regulations of October 2nd.
[English]
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This bill also strengthens Canada's existing anti-money laundering regime both to guard
against abuse of the financial system by terrorist groups and to provide law enforcement and
intelligence authorities with information about terrorist financing activities. Under the current
Proceeds of Crime (Money Laundering) Act, financial intermediaries must meet consumer
identification and record-keeping standards and report transactions related to the identification
of money laundering. At present FINTRAC is mandated to receive and analyze reports that
may be relevant to money laundering activity and to disclose key information to law
enforcement authorities. The scope of FINTRAC and this bill are both expanded to encompass
terrorist financing. Let me provide a brief overview of the key measures.
[Translation]
FINTRAC's role will now extend beyond money laundering to include terrorist financing.
Financial intermediaries will have to report to FINTRAC any financial transactions they
suspect are related to terrorist financing offences. They will also be required to report if they
are in possession of terrorist assets or have knowledge about a transaction, or proposed
transaction, involving such assets. At the same time, FINTRAC will be responsible for
disclosing identifying information to law enforcement agencies if the Centre suspects the
information is relevant to the investigation of terrorist financing activities.
[English]
As well FINTRAC must report to CSIS if this information is relevant to threats to the security
of Canada.
To further combat terrorist financing, FINTRAC will be allowed to share key identifying
information with its international counterparts. However, new safeguards will be built into the
law to ensure that the information is treated confidentially and also to limit disclosure of this
information by foreign law enforcement agencies.
I would also like to assure members that the PCMLA was designed in a way that respects the
privacy of individuals by ensuring that reported information is treated with the utmost care.
The fundamental safeguards that were written into the law with regard to money laundering
are also maintained with regard to terrorist financing. For example, the operation of FINTRAC
remains at arm's length from law enforcement and is subject to the Privacy Act.
The final issue I want to mention concerns the registration and tax treatment of charities. Your
bill includes income tax provisions that prevent terrorists from exploiting the tax privileges
associated with charities. The bill enacts the new Charities Registration (Security Information)
Act and amends the Income Tax Act to prevent organizations that support terrorist activities
from enjoying the tax privileges granted to registered charities.
The Solicitor General and the Minister of National Revenue will now be empowered to issue a
certificate denying charitable status to an organization. The Federal Court will be mandated to
review that certificate to ensure that it is reasonable.
[Translation]
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Beyond the measures in the charities legislation to deny tax privileges, other elements of Bill
C-36 relating to the criminalization of terrorist financing would support additional steps by the
government. If an organization willfully provides financing for terrorist activity, then there
would be grounds for proceeding with criminal sanctions and the forfeiture of assets.
These new measures will protect the integrity of the registration system for charities under the
Income Tax Act, and maintain the confidence of Canadian taxpayers that the benefits of
charitable status are available only to organizations that operate exclusively for charitable
purposes.
[English]
Terrorism, honourable colleagues, must and will be fought on many fronts. Canada will
continue to work with its international partners in the G-7, the G-20, and the Financial Action
Task Force on Money Laundering to develop and promote global standards to fight terrorist
financing. Canada will see that tough laws are put in place, see that they are enforced, and see
that there is a seamless web of international cooperation to deny funding to terrorists.
I mentioned earlier that strong domestic measures are needed if we are to deprive terrorists of
funding and fulfill our international responsibilities. With the key elements of Canada's new
money laundering regime already in place, the measures in Bill C-36 will help us achieve this
objective by further strengthening and expanding the new regime. The amendments to the
PCMLA in this bill will assist law enforcement agencies and CSIS by providing them with
additional information to detect, investigate, and prosecute terrorist activities and to deprive
them of their finances.
October 25, 2001 [Standing Committee on Justice and Human Rights] [Entire Exchange]
Mr. Vic Toews (Provencher, Canadian Alliance) Thank you, Mr. Chair. I want to commend
the government for finally moving ahead on this file. Prior to September 11, it was clear that
the federal government simply didn't have any interest in complying with international UN
conventions. I refer not only to the suppression of terrorist bombing but to the suppression of
terrorist financing, where Canada was not complying with its UN obligations. That, frankly,
was a disgrace, and I'm very pleased that the government is moving ahead in this direction. We
all know that money is the lifeblood of terrorist organizations, much as it is for organized
crime. Unless we make concerted efforts to stop the flow of money, we will not stop the flow
of arms, nor will we stop other terrorist activities throughout the world. Now, I listened with
interest to your comments. I appreciate the briefing and your appearance here. It's clear now
that FINTRAC has additional responsibilities, and I'm concerned about the financial
institutions that are providing the information to FINTRAC in terms of tracking the relevant
information. Are our resources, that is, the federal government resources furnished, sufficient
to expeditiously analyze the information our financial institutions are providing us? Clearly,
with the added responsibilities, there's going to be more information. What we don't want to
see is the business of our country, particularly that of the financial institutions, bogged down
because of too much paperwork. I think we have a concomitant obligation to provide
appropriate resources and personnel for our agency. Has the administration by the federal
government of this program received additional resources, Mr. Peterson?
Mr. Jim Peterson: Thank you very much, Mr. Toews.
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It's a very important point, and the answer is, in short, yes. Let me just say that, yes, Bill C-36
does expand our capacity to freeze and also to seize the funds of terrorists. Prior to it, we did
have in place regulations here in Canada that allowed us to freeze assets of the Taliban and
assets of those associated with bin Laden. Even before this bill was in place, we were able,
again by regulation, to pass another one that allowed us to expand the web beyond the Taliban
and bin Laden to other terrorist assets—
Mr. Vic Toews: Thank you, Mr. Peterson.
I appreciate the fact that you're moving ahead on that, and certainly Bill C-36 is very
important. What I want to know, if I could get an undertaking from you, is specifically the
needed increase in resources and personnel. If you can't provide me with that today, at least
undertake to provide it. That's all I require, for you to produce that in a timely fashion.
Mr. Jim Peterson: I will ask Mr. Horst Intscher, the head of FINTRAC, to outline what he's
done in terms of expanding his personnel.
Mr. Horst Intscher (Director, Financial Transactions and Reports Analysis Centre of
Canada, Department of Finance): Thank you, Mr. Chair. We have begun work on creating
the capacity to undertake this additional work by identifying the resources we would require.
This is in terms of both analytic capacity and of information technology resources and
infrastructure for the protection of the sensitive information that would be flowing to us. I
understand that we expect we will require some additional resources, and I'm fairly confident
that we will be able to obtain those resources through the Treasury Board.
Mr. Vic Toews: If you could then undertake to provide this committee with that information, I
would certainly appreciate it. Also, is there a liaison that goes on with the bank in determining
exactly how much additional resources in terms of personnel or otherwise we require? We
don't want the government going off in some direction without proper input from the financial
institutions.
Mr. Jim Peterson: I think you have raised a very important point—and I'm glad you have—
about the obligation imposed on our financial institutions to increase their surveillance and
their reporting. Yes, the onus on our private sector institutions has increased considerably
because of this. I also want to say to you that I am very proud of and grateful for the way they
have responded, particularly the speed. It's not an easy task for them. I expect that in the future
it'll be made slightly easier because of new computer technologies, the new IT they will bring
in. We will certainly be coordinating matters with them on this front. You're quite right, there
is an added onus there, and certainly an added onus on government.
Let me assure you, Mr. Toews, and the other honourable members that we will make these
resources available to FINTRAC.
October 25, 2001 [Standing Committee on Justice and Human Rights][Entire Exchange]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ): Thank you very much. Mr. Peterson,
the Bloc Québécois has been concerned about the whole issue of money laundering for a long
time. I remember asking the government about it in 1994. They were the first questions I asked
during my first term and I remember very well that in 1994 the government's answer was that
there were no money laundering problems. I also remember having talked about international
agreements. I was told there were no problems and that everything was fine in Canada. Today,
you are singing a different tune; I'm very happy to hear you do it. But even though we have
whatever law we want, we need the political will to enforce it and the financial resources to
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apply it correctly. Speaking of political will, before even looking at Bill C-36, we know very
well that since the 11th of September many countries have frozen assets. Many countries have
followed some money movements step by step.
We also know that in Canada during the last two years more than $100 billion, it seems, have
left the country for certain tax havens recognized by the OECD and the Canadian government.
You know all that.
We also know that it seems that Canada has now frozen about $125,000 that was being used
by terrorists or terrorist groups. Before even looking at Bill C-36, I want to know the extent of
the political will within the government to act in the case of money laundering. Have you done
some audits to see if the hundreds of billions of dollars that have left Canada towards tax
havens are going to terrorist groups?
M. Jim Peterson: Mr. Bellehumeur, you have had a number of good initiatives in this area
over the last few years. We have accepted some of your suggestions, including the one on the
$1,000 bank note, which was canceled. It was a good idea, we thank you for it, and we have
accepted it.
The issue of money laundering and tax havens is a difficult one. We cannot solve it alone. To
do so, we need the cooperation of other countries all over the world. That is why we are now
working with the international community at this tie, including G-7. Certain discussions have
already started with the Finance ministers of G-7. We have also, through Mr. Martin, used our
relationships within G-20 to promote the adoption of standards by each of these countries and
the creation of international cooperative links.
It should also be noted that we are in a good position with other countries, for example in the
Carribean because we represent...[Editor's note: Inaudible] ...the International Monetary Fund
and the World Bank. We have worked with them already to establish information exchange
systems and to fight money laundering. But it will need more work.We will continue. We have
already supplied technical assistance to Carribean countries to help them improve their
systems. Our objective is that after cooperating with all the other countries in the world there
will be no more tax havens that terrorists could benefit from.
Mr. Michel Bellehumeur: Mr. Peterson, thank you for your answer but we see that at this
time, when Bill C-36 has not yet been adopted, billions of dollars are leaving the country and
we seem to have no control over this. It is true that it is a complex issue. However, if we really
want to fight terrorism, we have to invest a lot because money is the fuel of war for them also.
At this time, Canada has not invested enough in this area.Bill C-36 is before us. My question is
as follows: how will Bill C-36, and especially its clauses on money laundering, and the
implementation of international agreements, guarantee us as parliamentarians, Canadians and
Quebeckers that you will be able to trace the money that will leave Canada for those tax
havens and that you will be able to ensure that this money will not be used by terrorist groups?
That was my first question. Here is my second question. To work effectively, you need
technology, experts, training and people to work on the issue. I imagine that if the government
is serious and has the political will to act on this, it has already foreseen how much money it
will need to fight effectively against crime, money laundering and terrorist groups.
Currently, we are in limbo. In virtually all departments, we don't know how much it will cost.
You, who are used to working with numbers in the Department of Finance, do you have,
within your department, evaluated the price of an effective fight, and especially the
implementation of Bill C-36?
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M. Jim Peterson: Thank you. We have not yet announced the exact costs but we will do so
shortly. If in the beginning we do not allocate enough resources to fight terrorist financing, we
will make adjustments. We will increase these resources and take your committee's
suggestions into account if you have any ideas to improve our work in fighting terrorism.
[English]
The Chair: Mr. Blaikie.
[Translation]
Mr. Michel Bellehumeur: But I don't have any guarantee.
[English]
The Chair: You only get your seven minutes. You don't get Bill's.
[Translation]
M. Jim Peterson: There are never any guarantees, but we will do everything possible and I
know you will help us.
[English]
October 25, 2001 [Standing Committee on Justice and Human Rights] [Entire Exchange]
Mr. Bill Blaikie (Winnipeg—Transcona, NDP): Thank you, Mr. Chairman.
I don't have so much a question as a comment. There seems to be an interesting theme
developing here with respect to Bill C-36, and that is the need for international or transnational
uniformity when it comes to dealing with unethical behaviour. We don't want to create havens
for various kinds of activity, in this case terrorist activity, through a lack of uniformity.
We heard the argument yesterday that when certain laws were toughened up in the United
States, terrorists moved to Canada in order to use Canada as a base for their activity. At least,
that was the claim of one of the witnesses yesterday. We have heard that argument today, that
it's very important to have the same or relatively the same laws in all jurisdictions so that
unethical behaviour cannot move itself around, so to speak, looking for the most favourable
circumstances.
I agree, Mr. Chairman, but to take another example, some argue that there needs to be some
kind of uniformity with respect to poor labour standards around the world and that this needs
to be enforced so that unethical business activity can't go around the world looking for the
most favourable circumstances. Now, I find it passing strange, Mr. Chairman, that when this
argument is made with respect to labour standards, it is regarded as a heinous notion,
unrealistic—I could name a host of adjectives that have been used over the years to describe
calls that have been made by the NDP and others for this kind of international uniformity
when it comes to restricting unethical activity.
I hope this might be a conceptual breakthrough. I will certainly try to ensure that it is, Mr.
Chairman. If we can act internationally to constrain unethical behaviour, in this case the
unethical behaviour we call terrorist activity, then surely we don't want to have havens for
other kinds of unethical activity, whether it be the exploitation of working people through lack
of labour standards or whether it be the exploitation of the public purse through tax havens.
It's not just havens for terrorists' money we might want to address. Perhaps we should be
looking at some kind of international harmonization or international regimes so that corporate
interests can't shelter their money from legitimate tax imposition, period. It doesn't have to
relate to terrorist activity. I just make this point, Mr. Chairman, because I find it odd to sit and
listen to all these arguments that I agree with but that fall on deaf ears when I make them
myself in respect of other issues.
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I have one question related to your submission, Mr. Minister, and that has to do with... You
talk about banks or financial institutions having to report with respect to terrorist assets they
may have. Now, I'm presuming these are already frozen assets. If they aren't, they should be,
and if they are frozen, how can people add to them if they're frozen?
Mr. Jim Peterson: You're quite right. Any funds of listed terrorists that have been identified
are in fact frozen and cannot be touched by the owner of that account or the institution itself.
Mr. Bill Blaikie: What would they be reporting?
Mr. Jim Peterson: They would be reporting on where they've found accounts and assets,
which would in effect be frozen under the regulations now in place. Bill C-36 will give us
additional rights with respect to those assets and funds, such as the ability to seize them.
You make a very interesting point on the harmonization of standards, not just those for money
laundering and terrorist funding. One of the quintessential problems that has always plagued
us as Canadians is the overlap, the duplication, and the contradiction of laws we have among
provinces and between the federal government and the provinces.
We know that interprovincial barriers to trade in goods and services cost us an enormous
amount, anywhere from $4 billion to $7 billion a year in lost growth, so I take your point about
the need for good laws and perhaps for fewer laws in many cases.
The Chair: Mr. Blaikie.
Mr. Bill Blaikie: I'm not sure the minister did take my point; in fact, I'm not sure he got my
point at all. Nice try. That was a nice little diversion into federal-provincial stuff, but I was
talking about the international situation, core labour standards, and the WTO. Then the
minister wants to rap on about interprovincial trade and the need for...sorry, but that's not what
I was talking about.
Mr. Jim Peterson: You also mentioned the taxation of funds that are outside a country's
border or jurisdiction. We have worked very closely with the international community to
develop common laws with respect to that, and we have done so by following the OECD
model draft convention for the prevention of international double taxation and tax escape or
avoidance. This has been a good model to work from. It is in place with many different
jurisdictions. There will have to be a lot more work done with the so-called tax haven
countries, which have traditionally been involved in a lot of offshore banking, to make sure
they're not laundering money—
Mr. Bill Blaikie: And ship flagging.
Mr. Jim Peterson: —and not...you're missing my point, Mr. Blaikie. I was talking about
international tax avoidance.
The Chair: Thank you very much, Mr. Blaikie and Mr. Peterson.
Mr. MacKay.
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC/DR): There's a real
breakdown in communications on the entire spectrum here.
Speaking of information sharing, I'm interested, Minister, if you could give us perhaps some
concrete examples of what it means, in the grand scheme of things, to ensure the seamless web
of international cooperation. That's very powerful language, but I'm interested to know what
pragmatic, concrete steps are in place to ensure that the information sharing is taking place not
only between ourselves and our G-7, G-20 allies, but also within departments here in Canada.
It's a question that's been asked of every minister who's appeared before us. How is the
Solicitor General of Canada, CSIS, and the RCMP working closer, as a result of this
legislation, to ensure that information is passed on?
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Further to that, I would like to know, in, again, a very practical way, if you foresee difficulties
in proving this element of terrorist fundraising as part of the criteria that the crown will bear
the burden of proving. Is this ideological, religious, or political purpose behind the fundraising
activity? I believe this is going to be a very difficult and tough threshold to meet in many
instances. I wonder how the Department of Finance has contemplated, in real terms, how you
prove this element, this purpose, this mens rea behind the actual fundraising activity.
Mr. Jim Peterson: With your permission, Mr. MacKay, I would like to have Yvan Roy
answer the question about the religious belief, and then call on Inspector Beer to talk to you
about the efforts at international cooperation.
[Translation]
Mr. Peter MacKay: There is no problem. Mr. Roy, you can answer in French.
Mr. Yvan Roy (Assistant Deputy Minister and Counsel to the Department of Finance):
With pleasure.
The clauses in this Bill that are related to terrorist financing are of a criminal nature. You have
worked in this area since you are a former solicitor. You know that the standards are high in
such circumstances and that the proof must be beyond a reasonable doubt.
As for any infraction that requires a specific intent or motivation, the motivation and the
specific intent will be deduced from the proof offered. In such circumstances, the proof will
most often be of a circumstantial nature. It is possible that in such cases we may have direct
proof, because, as you know, such infractions may be subject to electronic surveillance. You
also know that we often learn a lot about people's intentions in this area.
The Bill tries to provide the state with all the tools available in this regard, but at the same time
it must balance the various interests. I have read the transcripts of the Minister of Justice
before this committee and of the public servants that have appeared before you and I know that
the government does not intend to attack groups that have nothing to do with terrorism. That is
why you have a definition of "terrorist activity" that is in some way limited and requires a high
level of proof. It is the government's wish, and it believes that it would be possible to find
sufficient proof to make the appropriate deductions or, through surveillance or informers,
determine the reasons for which this money is collected.
We are therefore talking about a balance of interests, of not attacking the wrong groups and of
having a high standard while having the means to take the appropriate legal action.
The minister of Finance obviously has a secondary interest in this matter since the application
of criminal law does not come under that department's jurisdiction, but it does have an interest
as it wants those clauses to work. We believe that it will be possible to see that the right people
are brought before the courts in due course, as you say in English.
[English]
Mr. Peter MacKay: I have a question about proposed section 83.02, specifically under the
heading of “Financing of Terrorism”. It talks about:
directly or indirectly, wilfully and without lawful justification or excuse,
It's absent the word “knowingly”. It says “wilfully”. Certainly banks in particular and other
financial institutions could willingly be in possession of funds that came from a nefarious
group.
I'm wondering if the addition of “knowingly” is something your department has contemplated
here. I can foresee instances where money could be held, assets could be held, wilfully, and
yet the excuse of knowingly...it might add clarity to that proposed section.
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Mr. Yvan Roy: Mr. MacKay, if an institution, a bank, actually anyone in this country, is
knowingly in possession or control of assets related in some fashion to terrorist activities, they
are under obligation, by law, to freeze those assets, that is, to refuse to deal in any way, shape,
or form with those assets. I would refer you back to proposed section 83.03 to that effect.
Those who knowingly continue to deal with those assets are guilty of an offence that is itself
very significant in that it is punishable on summary conviction with respect to an institution by
a fine of $100,000. If the state were to prosecute that case by indictment, the fine is openended. There is no limit that can be imposed. So the sense is that those who are dealing with
money that they know is owned or controlled by terrorists are very well captured by that
provision. When you're talking about the financing, which is now doing wilfully what you
should not be doing, that is, giving money to these people for that purpose, this is a different
offence.
The landscape is well-covered with those two provisions, with all due respect.
Mr. Peter MacKay: What's the length of time you can freeze and hold these? I haven't found
any provisions that refer directly to where those assets would go upon seizure. Is there any
provision that would funnel those assets to law enforcement, for example?
Mr. Yvan Roy: Here is how the scheme is supposed to be working. You have the provision in
here that says you freeze those assets, that is, you are not moving them. You have to sit on
them, basically. You cannot deal with the property in any way, shape, or form. There is then
an obligation in law to advise the RCMP and CSIS—the law says forthwith, immediately—
about what it is you have done. These people are then tasked under the law to conduct an
investigation. Once you are advised of something like this you conduct an investigation and
they will then be, in due course, in a position to seize, refrain, and eventually forfeit that
property.
If at the end of the day the investigation shows that actually we have been wrong, it should be
the duty of the institutions—and I know they will do it—to basically stop the freezing that has
taken place. The investigation having been conducted, they will be then in the position to say,
we do not have suspicions any more about that property and therefore we will, from now on,
continue to deal with that property.
To answer your question directly, there is not a limit on how long that property will be frozen,
because of the nature of what it is we're talking about, which is an investigation. The process is
you freeze, you investigate, you seize, refrain, and confiscate.
The Chair: Thank you very much, Mr. Roy.
John McKay.
Mr. John McKay (Scarborough East, Lib.): The thesis of your presentation, Minister, is that
you are standardizing reporting requirements around the world.
Last night on CBC Carol Off did a piece on Saudi banks. To telescope the presentation, it is
essentially that the Saudi banks are highly cooperative in covering for Mr. bin Laden and his
colleagues. There's reasonable likelihood that most of the money that finances these operations
is in Saudi Arabia.
I'm not putting that forward as evidence; I'm putting that forward as a media statement.
Not to put too fine a point on it, my recollection of moneys collected so far, essentially, is that
it's chump change. So the real question is what the reach of this bill is.
I see in proposed section 83.11 that there is a requirement that authorizes foreign banks within
the meaning of section 2 to report their activities.
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This is my first question. If there is a Saudi bank that is listed or operating in Canada or in any
of our other allies' jurisdictions, and presumably our legislation is harmonized with those other
jurisdictions, are those Saudi banks, either through this proposed section or parallel sections in
other legislation, required to report as would Canadian banks? I'm using Saudi Arabia as an
example. Similarly, if a Canadian bank is operating in Saudi Arabia, is there a reporting
requirement that would obligate our bank to report back?
Secondly, what happens when you get it wrong? Inevitably, the crown will seize and freeze
assets, which it shouldn't have done. I'm interested in knowing what will be the extent of
claims for a crown immunity. What will be the access to recourse for those citizens who are
aggrieved by wrongful seizures and freezings? Will there be an exposure on the part of the
crown to damages?
Mr. Jim Peterson: Foreign banks operating in Canada will be subject to the disclosure
provisions. Canadian banks operating abroad, through a branch in that foreign jurisdiction,
will be subject to the disclosure provisions. Canadian banks operating abroad through a
foreign subsidiary will not be.
On the issue of crown immunity and wrongful seizure and damages, I turn again to an expert.
Mr. Yvan Roy: Thank you, Mr. Minister.
The government has taken and will continue to take great care in making determinations on
who is going to be subjected to some of these provisions. There are a number of ways where
the government is going to be involved; the listing of people is certainly one of them. Another
one is how these different provisions will continue to apply.
Basically, the regime you have with respect to money laundering found in the Criminal Code
finds application here, and that is, if the government is going to be making some mistakes, the
same regime that applies now will continue to apply in the future. Therefore, in cases where
the government, for instance, has been negligent, there is a way of getting relief before the
courts. The courts will always be there to stop this from happening and to obtain the
appropriate damages in appropriate circumstances.
The law, as it existed before, continues to apply here, and there is no special immunity that the
government will try to seek in cases involving this. This is not the goal of this new legislation.
And we continue to be governed by the same laws with respect to negligence and other things
of that nature.
Mr. Jim Peterson: Very simply, if you feel you're wrongly listed, you can apply to the
Solicitor General, and if that doesn't work, you can apply to the court. Also, the Solicitor
General is required to review the list of listed persons every two years.
But do you know what, Mr. McKay? There are going to be mistakes. The difficulty when there
may be so many people having the same name or just a slightly different name, and things like
that... It is not possible to run this system without making mistakes.
Mr. John McKay: Going back to a Canadian bank operating in a jurisdiction where we think
there are terrorist assets, and in the course of normal business a transaction occurs that the
Canadian subsidiary reports, what will be the follow-up on that?
Mr. Jim Peterson: If it is a foreign branch of a Canadian bank, those assets would be reported
to FINTRAC; they would be reported to OSFI. Then, if the appropriate standards were met at
FINTRAC, they would be reported to the RCMP and/or CSIS, if there was a threat to the
security of Canada.
I'd like to call on Inspector Dave Beer to talk more about it.
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Superintendent Dave Beer (Proceeds of Crime Branch, Royal Canadian Mounted
Police): Thank you, Mr. Chair.
I think it's important to understand that the essence of the terrorist funding portion of this
legislation is essentially to add the act of fundraising and providing funds for terrorist activity
into the existing Proceeds of Crime (Money Laundering) Act.
From that perspective, and from an investigative perspective, which I think is the essence of
your question, what agencies like FINTRAC and the investigative agencies are being asked to
do is to recognize proceeds for crime, utilizing the legislative and investigative tools and
investigative branches that were created for proceeds for crime. It's actually simply a reversal
of the process.
In your particular example, where a suspicious transaction or a transaction attributed to a listed
person would be reported through FINTRAC, FINTRAC would make a determination of the
nature of the activity, whether or not it was suspicious, and if so, according to the Proceeds of
Crime (Money Laundering) Act, for which amendments are being considered here, it would be
reported to the appropriate police agency and would be investigated accordingly.
The Chair: We'll now go to Mr. Cadman.
Mr. Chuck Cadman (Surrey North, Canadian Alliance): Thank you, Mr. Chair.
To follow up on a question that I believe my colleague Mr. Peter MacKay brought up,
regarding the final destination of any asset seized or forfeited, will it be returned to law
enforcement? Out of the proceeds, are there going to be moneys available to law enforcement
to continue the fight, and more importantly, is there any indication or any provision in this bill
for restitution to victims?
I cite the Air India bombing, where we had 329 victims. I have a large Indo-Canadian
community in my constituency, and many Canadian families were impacted by that. I'm sure
they'd be very interested in your answer.
Are some of the proceeds and the forfeitures from terrorist funding going to be directed back
towards the victims?
Mr. Yvan Roy: The legislation, as crafted, is simply an add-on to what is already in place.
What I mean by that, with respect to the two areas you're referring to particularly, is the fact
that the money or the assets, once they have been forfeited, are not forfeited to anyone in
particular. It is the crown, whether the provincial crown in cases that will be handled by
provincial attorneys general or the crown in right of Canada in cases involving the Attorney
General of Canada, that will be the beneficiary of the money or the assets that have been
forfeited. In other words, that goes into the federal treasury.
A voice: The general revenue.
Mr. Yvan Roy: Yes.
Regarding victims, the provisions that exist in the code—you are very familiar with them—
continue to apply with respect to those offences, because these are offences that are found in
the Criminal Code. So if there is to be restitution or compensation that fits within the
parameters of what is already in the code, that will apply to them too. But there is nothing
special, specific to the situation that is created in this legislation.
Mr. Chuck Cadman: Thank you.
The Chair: Mr. Paradis.
[Translation]
Mr. Denis Paradis (Brome—Missisquoi, Lib.): Thank you very much for you presentation,
Minister.
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The comments that spring to mind are related to... Minister, you mentioned in your
presentation that the amendments to the Criminal Code will make it necessary for financial
institutions to present monthly reports. But when we think of financial institutions, we think of
certain categories of professionals who will also have to make reports I would imagine. These
categories must include accountants, notaries, brokers and lawyers.
My comment is not necessarily related to legal professional privilege because I think it is
important that privilege not be absolute in cases of terrorist crimes, among others, that are
committed or being committed.
The first part of my question is about the necessary balance between divulging information on
money held in areas where privilege applies and its disclosure to implement the law.
Here is the second part of my question. In certain parts there is mention of monthly reports. A
large chartered bank can easily make monthly reports, but for a small broker or notary in
Saint-Hyacinthe, it is a duty that can be a fairly onerous obligation. Have you considered
dealing with the professional associations in each province to find disclosure methods that
would impose less on small professionals.
M. Jim Peterson: I think that is a good suggestion. We will always be open to ideas that
lessen the burden of disclosure. It is true that it would be more difficult for small businesses
because they do not have the resources of major institutions. If there were to be suggestions to
alleviate that burden, I would like to hear them. You may have other suggestions for us.
Richard.
Mr. Richard Lalonde (Chief, Financial Crimes, Financial Sector Policy Branch,
Department of Finance): I would simply like to add that the Proceeds of Crime (Money
Laundering) Act affects many financial institutions and that the scope of this Act is not quite
the same in cases of reporting transactions and frozen accounts.
In the latter case, yes the financial institutions must report certain information to law
enforcement authorities and to their regulatory agency, but if we look at the list of financial
institutions that are subject to this, we see that it does not cover, for example, accountants,
lawyers and other small businesses.
That being said, it is true that in some cases, small life insurance companies would be subject
to this but most companies subject to this provision are major ones.
I do not know if I have to also answer the question regarding privilege. In this case, about the
proceeds of crime the Act provides, in section 11, I believe, that nothing related to the
reporting of transactions or doubtful operations removes anything from professional privilege.
Therefore the common law privilege that protects certain communications between a lawyer
and client is well recognized in this Act. That being said, it is important that all financial
intermediaries be subject to this law, otherwise there would be a...
[Editor's note: Inaudible]
The Chair: Thank you, Mr. Paradis and Mr. Lalonde.
Mr. Bellehumeur, three minutes.
Mr. Michel Bellehumeur: I will not ask the question I wanted to ask. Instead I will comment
on your answer to Mr. Paradis' question.
I know small law firms that make big transactions. If we look at very recent history, even if it
only at gangsterism in Quebec, we see that there is a lawyer whose name I will not mention
because I am not sure of it, who was convicted of money laundering. There were large sums
involved, millions of dollars. Are you telling us that such people are not covered?
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M. Jim Peterson: We know very well that there have been cases where a few lawyers
committed an infraction. I will not...
[Editor's note: Inaudible]
...to the bar for what we do here. It is absolutely necessary that all financial intermediaries
respect the provisions of the act on money laundering and supplying terrorists with money. As
lawyers, they can respect the lawyer-client privilege. They have a right to do that. But when
they are not acting as lawyers, but as financial intermediaries, that is another matter. In such
cases, they would be obligated to report.
Mr. Michel Bellehumeur: I mentioned a number a while ago. Currently, since September
11th, how much money has Canada seized?
[English]
Mr. Jim Peterson: The latest figure is $150,000. There will be further reports coming in to us,
and they will have to be refined. As I've said, it's very difficult often to find out for sure
whether an account that's been seized is the one that was intended to be frozen. The minister
will be giving a report in the not-too-distant future. OSFI is working on refining some of those
numbers for us right now.
[Translation]
Mr. Michel Bellehumeur: Would an amount of $150,000 justify that? Do you think you will
get more than that?
M. Jim Peterson: Certainly. Even if there wasn't a penny frozen in Canada, we would still
have to be in the forefront of the nations to protect people, including Canadians, from
terrorism.
Mr. Michel Bellehumeur: But not only on paper; in reality also.
[English]
The Chair: Thank you, Mr. Peterson.
Mr. Owen, for three minutes.
Mr. Stephen Owen (Vancouver Quadra, Lib.): Thank you, Mr. Minister and officials, for
appearing before us and giving us your thoughtful comments.
Perhaps I could just ask further questions with respect to the impact this has on lawyers. I
think it's true—I think we've mentioned—a lawyer's trust account would be caught under
clause 49, under the definition of entity. Under clause 51, lawyers would be caught under the
professional category. I heard the answer that professional confidences would remain.
I'm just having a little difficulty understanding how you could retain professional confidence
at the same time as reporting on a financial transaction. I think there was a suggestion that if
you were acting as a conduit for a funding transaction, it would be something different from
your solicitor-client privilege. Is that what is being suggested? I'd like to have a bit of a better
explanation of why that is so, if that is the intent.
Mr. Jim Peterson: I guess the one possibility would be to say that anything a lawyer does is
beyond the reach of the law, with respect to money laundering, helping to fund terrorists, or
moving terrorist funds around the world. We don't believe that should be the case.
If a client comes in to a lawyer and says, “I want you to take this $1 million in ten-dollar bills,
put it in your trust account and issue me a cheque,” should the lawyer be exempt from that or
not, simply because of the privilege we've always accorded to lawyers in dealings with their
clients? In that case, the lawyer could say, “Yes, I will deposit this, but I have to report it.” At
that point, the client could walk out of his office and the solicitor-client privilege would be
respected.

Appendix B - Page 151

Commission of Inquiry into Money Laundering in British Columbia

If this committee is telling us that type of transaction should not be caught by this bill, I would
like a very clear signal from you.
Mr. Stephen Owen: Okay. Thank you.
I think it is very important to clarify, on the record, that this act already creates, and this
amendment bill will create, an exception to the solicitor privilege or confidence with respect to
the flow-through of funds that are suspicious by their nature, exceed a certain amount, or are
clearly directed toward the financing of crime.
Mr. Jim Peterson: That is not denying anyone the right to get important legal advice from a
lawyer. The privilege is still maintained when they do that. But when the lawyer steps beyond
the bounds of giving that advice and serves as the financial intermediary, they must report it,
as anybody else would have to.
The Chair: Mr. Roy,
[Translation]
a brief answer.
[English]
Mr. Yvan Roy: I'll be very brief, Mr. Chairman. I thank you very much.
The view that is taken by the government is that the solicitor-client privilege is perfectly
protected by these provisions. Indeed, section 11, as referred to by Mr. Lalonde, states that
clearly, in the Proceeds of Crime (Money Laundering) Act.
What you have, however—and you can refer if you want to the regulations—are the
parameters that are given to the transactions a counsel should be able to conduct, without
being subjected to the legislation. Let me read very briefly what that is.
The PCMLA includes, according to the regulations, the receiving or paying of funds other
than—these would be covered by the privilege—those received or paid in respect of
professional fees. So you don't have to disclose professional fees. You don't have to disclose
either disbursements, expenses, or bail.
In other words, as the minister is stating, once you're acting as a financial intermediary you're
covered; when you're acting as a lawyer, you're protected. That is the view that has been taken
by the government. We think that is the state of the law, at least as we understand it.
Thank you, Mr. Chairman.
The Chair: Peter Mackay, for three minutes.
Mr. Peter MacKay: I have just a very brief follow-up question, Mr. Roy, on that point.
I guess it becomes blurry when you're acting as a financial intermediary if you, for example,
engage in the setting up of an account for a client. That, to me, falls somewhere in-between the
definitions you've just described. I suppose, particularly then, it comes down to the knowledge
the lawyer had of the reasons for the account and the source of the funds.
I want to thank all of you for being here and for your expertise in this area. I think it is
absolutely critical in the war against terrorism to get at the lifeblood and the source of this
activity, although I think, sadly, we've all learned that the cost of terrorism is not as high as we
thought it might be when it comes to the types of activities they can engage in. Weapons of
mass destruction are not necessarily the same as we thought they were before September 11.
More generally, to the minister, does your department envisage the necessity of greater
technology in terms of surveillance? What accounting is there for that in your plans? What
new powers do you foresee in this information gathering? On the use of electronic
eavesdropping through satellites and wiretaps, is that something you can foresee FINTRAC
engaging in directly, or will it be entirely left in the hands of the RCMP, CSIS, and Defence?
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Mr. Horst Intscher: Thank you, Mr. Chairman.
We have no authority, and seek no authority, to conduct investigations. We are entitled to
receive and analyze certain information that financial institutions are obligated to report to the
government. We can also access, under arrangements, databases maintained for law
enforcement purposes. We are also free to receive voluntarily provided information by law
enforcement, or by citizens for that matter. But we are not entitled to go out and seek
information through overt or covert investigation. We were created as an analytic body. That's
our mandate, and we certainly are not seeking to expand that aspect of our mandate.
The provisions of this bill make it possible for us to look at this same data, not only through
the optic of the search for money laundering, but also through the optic of the search for
terrorist financing. The provisions in the bill that relate to FINTRAC are simply intended to
provide us with the authority to look for a different type of activity in the same data that's
already being reported to us.
The Chair: Thank you very much.
Mr. Grose, three minutes.
Mr. Ivan Grose (Oshawa, Lib.): Thank you.
My question may only serve to prove how difficult this is going to be. We talk about
confiscation and lifting exemptions for charities. At the moment, the United States and Britain
are bombing Afghanistan, in the hope of hitting a few terrorists, I understand. But the United
States is also dropping food. The United Nations is supplying food, and half a dozen wellrecognized charitable organizations are supplying food.
Inasmuch as we don't know what the terrorists look like, with a couple of exceptions, they are
probably benefiting from this food. Food is often used as a weapon of war. How in the world
do you separate the wheat from the chaff?
Mr. Jim Peterson: Mr. Grose, you raise one of the very difficult questions we're called upon
to face. These are tough calls. The law deals with financing terrorists; it does not proscribe
humanitarian efforts to help other people. So one would have to look very closely at every
transaction, to make sure that line is drawn.
Mr. Ivan Grose: But it's going to be a very difficult line to draw.
Mr. Jim Peterson: I'm sure the person you should talk to on this is the CCRA minister, Mr.
Cauchon. We have about 76,000 to 77,000 registered charities in Canada today, and a lot of
these involve those very difficult types of distinctions.
Our effort here is to make sure a charity that funds terrorists, or directs money to terrorist
activities, is de-certified, has its tax status removed, and has its funds forfeited to other
charities or to the crown. Our effort here is to deny tax status to it and the capacity to exist.
In the case where a charity is supplying food to refugees in Afghanistan, I have no doubt the
CCRA would tell you that is not financing a terrorist activity.
The Chair: Thank you, Mr. Grose and Mr. Peterson.
At your suggestion, we'll see if we can arrange to have Minister Cauchon here at 11:30.
Some hon. members: Oh, oh!
The Chair: Mr. Fitzpatrick.
Mr. Jim Peterson: I didn't realize I had such power. I've never had that before.
Mr. Brian Fitzpatrick (Prince Albert, Canadian Alliance): Thank you, Mr. Chair, and
thank you, gentlemen, for taking the time to come here.
I have some difficulties with the reporting requirements under this legislation. I think Mr.
Blaikie raised the point already. Under proposed section 83.1 it's mandatory that you report to
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the Commissioner of the RCMP and the Director of CSIS if you have funds or assets. I'm sure
there are provisions where they have to be frozen as well. Then we have the money laundering
requirements, which I'm not totally familiar with, but I imagine they impose burdens and
obligations on third parties that are holding assets, and so on.
The question that comes to mind is if we have those two requirements, why do we have
proposed section 83.11, where on a monthly basis these institutions have to report to their
regulatory agencies with these monthly reports?
I'm going to try to put this in perspective. In Ontario there are probably thousands of financial
planners, insurance agents, and small independent operators. They're going to be filing
monthly reports, I presume, with the Ontario Securities Commission. I doubt whether the
Securities Commission has anybody who's going to monitor and go through these reports.
They have lots of obligations already.
What are they supposed to do with these things? By that stage the assets are frozen, this has
been reported to the RCMP and CSIS, and the money laundering thing has already kicked in.
Now they must also have somebody in business continuously monitoring these accounts and
sending these reports to the Securities Commissioner, or, if you're in the insurance business,
the Superintendent of Insurance.
So they are getting thousands of pieces of paper every month, and I'm sure they're not going to
look through these things. What are they supposed to do—box them up and ship them to the
Commissioner of the RCMP, CSIS, or the intelligence community? What's the purpose of this
mountain of paperwork that I think you're really creating under proposed section 83.11?
Just as another point, two experts on terrorism were here yesterday. I think they basically said
the cattle were out of the barn. This legislation should have been in place a long time ago. The
al-Qaeda network is probably underground, and they're three steps ahead of us on this sort of
thing.
What's the purpose of the mountain of paperwork under proposed section 83.11?
Mr. Jim Peterson: Look, if this committee today, or after the law is enacted, as you may
amend it, has better and less onerous ways to do this, then we welcome those suggestions. We
will, I can assure you, be working with financial institutions to try to alleviate that burden as
much as possible.
It's obvious why FINTRAC would want this information. We don't want to duplicate its
activities. Our financial intermediaries are already reporting to FINTRAC on money
laundering, so we think it just makes sense to add one more report, i.e. on terrorist financing.
We think that helps the institutions that have to report, as opposed to reporting to a different
institution.
You may ask why we want them to report on a monthly basis as well to the Superintendent of
Financial Institutions—
Mr. Brian Fitzpatrick: The Securities Commission also.
Mr. Jim Peterson: OSFI, which is where we will be getting the reports federally.
Part of the role of OSFI is not to act as a cop but to ensure that these institutions are safe and
sound. Part of that investigation into whether an institution is safe and sound, protecting
depositors and policyholders, is their system of governance. That goes into OSFI's calculation.
If they get information on the types of activities that are coming through, and can monitor the
information that comes in, then that is again one of the aspects of the governance of a
particular institution. So that is part of the reason we think it's important that they report to the
regulator as well.
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I'm not particularly as worried about the big institutions, because they have the capacity to do
this, but I think it will be a factor in a lot of smaller institutions being told, “We want you to be
very prudent and we want you to adhere to the law as well.”
The Chair: Your time is up, Mr. Fitzpatrick.
Mr. Lee, three minutes.
Mr. Derek Lee (Scarborough—Rouge River, Lib.): Thank you.
Mr. Peterson, as you know, Parliament has a constitution based in unfettered power to send for
a person's papers and records, and although that can only be changed explicitly by statute by
Parliament, in clause 70, which deals with proposed subsection 59(1) of the proceeds of crime
act, the PCMLA, there is wording that refers to the case of an order for production of
documents. On the face of it, it might be interpreted to actually impinge on Parliament's
constitutional right to send for a person's papers and records.
So my question is, is this why the change in wording to insert conditions on responding to
orders for production of documents? Why the change in wording?
Secondly, was it intended to bushwhack Parliament's constitutional right? The answer to that
question is either a simple yes or no. If it is yes, we have another set of issues. If it is no, then
could we have that confirmation today, or later in writing in due course, so it can be confirmed
on the record that it is not the intention of the statute to impinge on Parliament's PPR
authority?
Mr. Jim Peterson: I can't imagine, Mr. Lee, that it would be, but I shall ask Mr. Roy to
respond to your very precise question.
Mr. Yvan Roy: I would like to give you a precise answer to your precise question, but I'm not
sure I would be in a position to do so, because I'm not sure I got the question as clearly as I
should.
Section 59, as it is to be amended, simply, by my way of reading it at least, refers to an
addition with respect to the financing of terrorist activities. In the production orders, it is with
respect to judicial orders that can be issued for the purpose of getting information. I do not see
anything in it that would touch in any way, shape, or form the privilege of Parliament to seek
information and documents. But I should hear you more.
Mr. Derek Lee: To clarify this, if I may, the wording says that an official at the centre shall
reply to an order for production of documents only if there if there is a CSIS act or a certificate
referred under section 60.1. There must be a certificate.
If the order for production of documents includes orders that Parliament would make under
PPR, then it is arguable that Parliament would have to ensure some kind of a section 60.1
certificate. Of course, that is not the case now, and in my view never should be.
I'm asking for clarification. Why the change in wording to require the certificate? I'm going to
assume that no one ever thought of this. The government was not thinking of this—and that's
good, ignorance is bliss—but if they were, if someone in government was thinking of
parliamentary orders for production when they wrote this, then they're trying to bushwhack
Parliament and I want a confirmation of the intention—not just for now but in case this issue
comes up later. I want it very clear on the record that it is no one's intention, around this table,
in the House, or in government, to impinge on Parliament's PPR. If you read the wording of
the section, and consider my words now, I think you'll understand what I'm getting at.
Mr. Jim Peterson: Mr. Lee, I can assure you that as we poured through the minutiae of these
very detailed amendments, the thought never crossed our minds. But I think it's a very good
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point you've brought out. I think we owe you a response, and we'll get it to you as soon as
possible. Thank you very much for your stellar sweeping.
The Chair: Thank you very much, Mr. Peterson and Mr. Lee.
Mr. Bellehumeur, three minutes.
[Translation]
Mr. Michel Bellehumeur: The current provisions of the Criminal Code have allowed the
seizure of $150,000 related to terrorism. We know that in Canada billions of dollars are
laundered annually. Even if we increase the infractions, the applicable penalties, and if you get
the power to freeze these sums for longer, if there is no political will to conduct inquiries and
go the distance, you won't necessarily seize more money. That's what I want you to
understand. I'm not saying that it is not necessary. I understand that it is necessary to do so and
in fact we are asking that it be done, but we need more than information and powers that are
on paper. Political will is needed, and I don't feel that the federal government has it. That was
not a question but a comment.
I will now ask my question. It touches on something else that concerns me. Does the proposed
section 83.28 apply to lawyers? Can you tell me if subsection 83.28(8) applies to lawyers? If
that is not the case, we have a problem.
Mr. Jim Peterson: Thank you Mr. Chairman.
You are right. When we started working on the money laundering bill, we believed that
between $5 and $17 billion were being laundered annually. So we have succeeded.
I will let Mr. Roy answer the specific questions you have asked.
Mr. Yvan Roy: Thank you Minister.
Your questions, Mr. Bellehumeur, bring me to a clause in the bill that allows for a specific
kind of inquiry.
Mr. Michel Bellehumeur: You are forcing someone to testify.
Mr. Yvan Roy: We are forcing someone to testify. I believe that the Minister of Justice said
to you that this means of inquiry is already allowed under other acts. In fact, because here it
can be used in cases of mutual assistance.
You are asking if a lawyer could be called to testify before this committee. The answer is yes
since there are no limitations in this area.
A lawyer can be called upon to testify before any court of law but there are limits as to what he
can say during his testimony and the court will recognize those limits. What are they? The
lawyer-client privilege.
If you are a lawyer, that does not mean that you can't testify or be forced to do so, but there are
impassable limits, in other words that privilege we all know.
The Vice-Chair (Mr. Denis Paradis): Thank you very much Mr. Roy and Mr. Bellehumeur.
We will move on to Mr. McKay.
[English]
Mr. McKay.
Mr. John McKay: The way in which money is traditionally transferred from jurisdiction to
jurisdiction in certain countries is a fairly informal network. Literally, somebody will walk
into a shop on the Danforth, write a cheque for $1,000, the individual will charge a fee and
phone somebody in another country, Afghanistan, Pakistan, you name the country, and the
transaction is completed.
The British bill I think—and I'm not absolutely certain, having gone through it—provides for
seizure of cash really in any form, and there's no $10,000 threshold or anything like that.
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I don't really know whether this is a large item or a small item. I do know it is a traditional
way of doing transactions in certain kinds of cultures. I would expect that at least criminal
activity takes place in these kinds of transactions. Certainly it's not all criminal activity by any
means—there may not even be large percentages of criminal activity—but I should imagine it
would be a way of doing transactions that defeats the intention.
Can you give to this committee any assurances, either within this bill or outside of this bill,
that those kinds of transactions, if you will the nickel and dime transactions, are being
monitored, and whether in fact... I'll put it dramatically: this bill seems to cover the big ones,
but there's a whole bunch of fish swimming through the net because the net is not tight
enough.
Mr. Jim Peterson: Thank you, Mr. McKay.
I have no terribly satisfactory answer for you on this. A Hawala-type operation is an
alternative remittance system. It is, we believe, caught by the current money laundering law
and will also be caught under the terrorist provisions that are brought in to the bill.
Having said that, we then go from a question of what can you do to stop these things to
recognizing that they may be highly movable and portable, that they may not have a big
infrastructure, and certainly are not registered.
One of the discussions we're undertaking with our international counterparts, and it will be a
big part of the discussions of the Financial Action Task Force on Money Laundering on this is
how can we deal with this type of informal, non-registered, highly mobile type of remittance
system?
Dave, maybe you'd like to say something about this. Maybe, Horst, you have some thoughts
on it.
Mr. Horst Intscher: I would note that, in our view, these types of remittance systems are
caught under the definition of money services businesses, and therefore are subject to the
record keeping and reporting requirements of the Proceeds of Crime (Money Laundering) Act.
They will be subject to compliance audits by FINTRAC, as are other money services
businesses.
In addition, to the extent that they do not reveal themselves to us as reporting entities, when
their remittances in any way come in contact with the regular, the formal financial system,
there will be an additional means of ascertaining what their activities are and taking steps to
bring them into compliance with the act.
If they fail to comply with the record keeping and reporting requirements, they are opening
themselves up to serious sanction under the provisions of the act that relate to failing to report.
Perhaps Mr. Beer might have something to add.
The Chair: Mr. Beer.
Supt Dave Beer: The question is a very astute one, and there's no question that informal
systems such as you described will pose quite a challenge.
Let me revert to the question raised earlier by Mr. Peter MacKay about the importance of
international communication and understanding. The extent to which these informal systems
exist, and taking the opportunities to learn more about them; the extent to which they will be
more difficult to trap, inasmuch as they're outside of the traditional banking sector or the
traditional financial sector; the extent to which we can use other investigative techniques and
powers, dealing with them more in terms of a substantive offence than purely a money
laundering offence or a terrorist funding activity—these will be important to gaining some
success. But you're absolutely right; it would be very challenging.
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The Chair: Thank you very much, Mr. Beer.
Mr. Peter MacKay.
Mr. Peter MacKay: Thank you, Mr. Chair. To all of you again, I'm very heartened to hear the
minister say, in a very frank way, that this is going to take some time. We're not always going
to get it right. We're going to learn from the experience of other countries. I think that's a very
healthy approach to take, Minister. This is something we're all going to be going through
collectively, both here in this country and across the world.
I have two very quick questions, specifically to follow up my colleague, Mr. Bellehumeur. The
first deals with the investigative hearings described at proposed subsection 83.28(8), in clause
4. I believe that is the specific subsection that talks about exemptions from disclosure of things
that might otherwise be considered privileged, both as to demands for testimony and the
production of documents, which might crop up in the case of a lawyer representing a client.
The other question I had relates specifically to instances where there has been a seizure, for
whatever period of time. I think we can all foresee instances where, because of the complexity
of cases involving financial transactions—and I've been involved in ones that dealt with
vehicles or with incredible volumes of documents because of the attempts to avoid leaving a
money trail... I'm wondering what safeguards there are for those whose assets have been
seized.
Mr. Roy, you referred to the fact that cases may come to light—sometimes months or years
down the road—where considerable sums of money have been frozen. Is there a compensatory
scheme? Is there recourse for an individual to say, “Look, I've lost a great deal of money in
interest while my assets have been tied up through this procedure”? Is there a fallback for
them? God forbid that this happen, but it could, and it has in the past.
The Chair: Mr. Roy.
Mr. Yvan Roy: Thank you, Mr. Chairman.
As I indicated when I tried to answer a question from the other Mr. McKay, the law as it
stands continues to apply in those circumstances. If there were, on the part of the state,
negligence that could be ascribed to the behaviour, the law will continue to apply. Therefore
redress would be available before the appropriate courts in those circumstances.
I also expressed, when I answered the question coming from Mr. McKay, the thought, and
certainly the wish, that the guidelines given to government officials are to use provisions like
this only in appropriate cases. We are not supposed to use provisions like this to go on a wild
goose chase.
That is certainly not what is expected and not what has happened with respect to money
laundering, for which we've had such provisions. We've had experience for the past 13 or 14
years, and it has not happened. It is not expected that it will happen with the provisions
proposed to Parliament for adoption here. They are targeted to terrorism, but sit within the
general context of the law. The protections that exist in that context continue to apply here.
There is nothing removing governmental actions here from the general application of the law.
Mr. Peter MacKay: No, I appreciate that.
The Chair: Thank you very much. I have to go to Madam Allard.
Madam Allard.
[Translation]
Ms. Carole-Marie Allard (Laval East, Lib.): I have a question for Mr. Roy. Mr. Roy, you
have often testified before our committee regarding the study of another bill that was very
important for my constituents of Laval-East.
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In fact, you know that once again last weekend a young teenager was shot by a biker. That is
very tragic.
Previously we studied an antigang bill and now we are looking at an antiterrorist bill. Can you
tell us if the concept of participation in the antigang bill is related to the one in the antiterrorist
bill? I know that this is not about finances, but I would like to benefit from Mr. Roy's
knowledge.
Mr. Yvan Roy: Thank you madam.
I worked closely on the development of the bill to which you refer, C-24. My involvement in
the preparation of Bill C-36 was not as great since I had changed jobs in the meantime.
However I am happy to say that the concepts in Bill C-24 were used by the writers of Bill C36. Incidentally, the participation and facilitation concepts that were studied by this committee
in the context of Bill C-24 are in Bill C-36. If they were relevant for C- 24, they should also be
for C-36.
Ms. Carole-Marie Allard: I would like to ask you another question Mr. Roy. We have the
impression that the antiterrorist bill broadens the powers of the Federal Court, gives certain
powers to the judges of the Superior Court and also to the judges of Court of Quebec to decide
on releases. In the end, are we not diluting the powers of the judicial system by giving multiple
jurisdictions to multiple courts? Have we considered the creation of a special tribunal for
terrorists acts so that it could rule on a case from beginning to end?
Mr. Yvan Roy: As far as I know, there has been no question of creating a specific special
court for this. It has been established—and you yourself have remarked that it is in the Bill—
that there must be judicial supervision of many powers given to the State. That is why the
judges of different jurisdictions have supervisory responsibilities.
The basic principle adopted is that when federal government measures are at issue, we use the
Federal Court to decide and supervise the judicial powers, and when the case is more
provincial in nature we use the provincial and superior courts to supervise everything.
We have created special tribunals in very special cases. I do not believe that this is something
that we should favour. I prefer to have judges with an extensive knowledge of the law look at
these questions and consider the numerous elements and interests that have to be taken into
account in such difficult circumstances.
The Chair: Thank you Ms. Allard and Mr. Roy.
[English]
A last question goes to Mr. Sorenson.
Mr. Kevin Sorenson (Crowfoot, Canadian Alliance): Thank you, Mr. Chairman.
I want to thank you for coming. I found this very fascinating. When we talk about the war on
terrorism, obviously travel and dollars—being able to limit their financing—are two of the key
roles in fighting terrorism.
Part of what we're concerned with here is there are no institutions, I would imagine, here in
Canada with “Al-Qaeda Inc.” bank accounts. We realize from witnesses there are many small
cell groups active in Canada. CSIS has said there have been 50 organizations raising money
for terrorist organizations in the past. So we know there are large organizations, but there are
also these little cell groups. In the past week, in Fort McMurray, three terrorists were arrested
with 15 different aliases and all these different credit cards.
What I'm driving at is this. Various financial institutions are going to be required to determine
if these larger organizations are active in their territory and using their banks as an institution.
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But how effective are little banks in Fort McMurray, with three individuals—and maybe
another four individuals in a small little cell group—going to be?
And what is the cost to them going to be? Have we anticipated any administrative costs we can
expect these administrations to have to come up with ?
We talk about summary convictions, and you also mentioned that larger institutions may be
able to handle or absorb these. Summary convictions of $100,000 may be a fairly small
conviction for a very large group, but these little cell groups... My concern is—though I never
really thought I'd ever hear myself say this—for some of the institutions. Are they going to put
someone in charge of that?
My other question, very quickly, involves the example where $150,000 has been seized. How
many different groups are represented within this dollar amount, and how did it come about?
Did it come about as a result of banking institutions coming to CSIS or RCMP, or did it come
about through the RCMP saying: “These are individuals; let's seize their personal accounts”?
The Chair: Thank you, Mr. Sorenson.
Mr. Peterson.
Mr. Jim Peterson: Thank you very much, Mr. Sorenson.
On your second point, the $150,000 that was announced previously was the result of financial
institutions coming forward, having recognized some of the terrorists who were listed.
On your issue concerning small financial institutions, maybe in smaller communities, not
having the resources, to the extent they're linked into one of the major financial institutions I
suspect it will not be long before they are online with certain types of communications systems
that will hopefully alleviate this burden.
I know part of the work of FINTRAC and Horst Intscher is not to act as cops, but to work with
all types of institutions on implementation. Maybe he could say a few words about that.
Mr. Horst Intscher: The approach we are going to take with all reporting entities, really, is to
work with them in partnership to help them understand their compliance responsibilities and
achieve compliance in as easy and unburdensome a way as possible.
To assist them in making some of the determinations they have to make, we have issued some
guidelines. We will be continually revising the guidelines, to flag for them things they should
keep in mind when they conduct transactions. Also, to help them report to us in a simple
manner, we're establishing very simple electronic reporting means that they'll be able to use.
We will be calling on them periodically to ask if they have any problems and whether we can
help them or help provide training materials.
Mr. Kevin Sorenson: Some of these are very small credit unions—
The Chair: Mr. Peterson wants to make another point, Mr. Sorenson, and this will be the final
point.
Mr. Jim Peterson: Having been so graciously cut off, thanks, Mr. Chairman.
The Chair: Not at all.
[Translation]
M. Jim Peterson: I would like to answer Mr. Bellehumeur's question. Do we have the will to
go after the money launderers and the terrorists?
I can assure all of you that there is a great will to do so within the government. We will do
everything in our power, everything possible, which should be the duty of every one of us.
[English]
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I want to thank you all very much, Mr. Chairman, and especially you, for this opportunity to
appear before you. If you have other questions arising out of your deliberations that involve
us, we'll be pleased to work with you. Good luck.
…
Mr. Martin Cauchon (Minister of National Revenue): Thank you very much, Mr. Chair.
As you said, I'll be starting with some opening remarks.
[Translation]
Mr. Chairman, thank you for having invited me here today to talk about this very important
bill whose aim is to discourage and eliminate terrorist organizations and protect Canada, the
Canadian way of life and the fundamental values that are dear to us.
Charities in Canada play an essential role in the care and support of the disadvantaged.
Terrorist organizations seek to exploit the values we believe in as a compassionate society and
abuse the benefits of our way of registering charities.
[English]
By making it difficult for such organizations to use charitable resources to support their
causes, this legislation will help to eliminate the threats they pose to our nation and the world.
Countries around the world recognize terrorist fundraising as a global problem and a complex
issue.
[Translation]
No strategy or measure will put a stop to it, but through consensus building and cooperation,
both here and at the international level, we can set up a broad range of practical, unified and
effective measures to beat this problem, Mr. Chairman. That is why we need a comprehensive
legislative framework that includes both penal and administrative measures.
[English]
The Charities Registration (Security Information) Act provides an important new tool to fight
terrorism. It puts in place a fair and open administrative legal process to help prevent groups
with terrorist affiliations from supporting their deadly acts by obtaining or keeping charitable
registrations.
Under the current registration process administered by the Canada Customs and Revenue
Agency, information that is classified for national security reasons is not used to deny or
revoke charitable status. Because such information is not protected during the current appeal
process, important information that could potentially connect a charitable organization with
terrorist interests simply cannot be used. In the absence of a special legislative regime to
protect such information, the information would be at risk of being disclosed if there is an
appeal of the decision to revoke or deny charitable status.
The inability to use this key and critical information makes the integrity of the charity system
vulnerable. A mechanism needs to be put in place that is specifically designed to allow the
government to use and protect relevant classified information in its decisions to deny or revoke
charitable status.
[Translation]
Mr. Chairman, these are necessary measures in addition to the amendments we foresee to the
Criminal Code to make the financing of terrorist organizations and all other forms of terrorist
support in Canada illegal.
The September 11th attacks have demonstrated very well that we cannot afford to close our
eyes to any means used by terrorist organizations to get financing.
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The measures proposed under the Charities Registration (Security Information) Act focus on a
particular aspect of the problem. Like other measures adopted under Bill C-36, this special
procedure will be applied only in exceptional circumstances.
Mr. Chairman, I would like to underline that the objective and the relevance of the Charities
Registration Act have not changed since the tragic events of September 11. I remain convinced
that the judicial review process that we are proposing meets the standards of equity and fair
application of the law guaranteed by the Canadian Charter of Rights and Freedoms.
[English]
That is why the measures we are proposing under Bill C-36 are substantially the same as those
proposed under Bill C-16, with the significant exception that they are now tied to the new
provisions of the Criminal Code defining terrorist groups and activities.
The approach we are proposing mirrors provisions embodied in the Immigration Act, a model
that has withstood the test of time and court challenges, respects the principle of fundamental
justice, and conforms to the Canadian Charter of Rights and Freedoms.
The outlined process is one that reflects our commitment to maintaining a transparent and fair
system while safeguarding public safety and national security. It also assures charities the
protection of procedural fairness and due process in our legal system through a process of
automatic and independent judicial review.
The judicial process obliges the Federal Court to provide the organization with a summary of
the information available to the judge so the organization is reasonably informed of the case
against it. It also provides the opportunity for the organization to challenge the case in open
court.
The organization as well, Mr. Chairman, has the right to legal counsel to introduce evidence,
call witnesses, and cross-examine. This would not be the case under the normal appeal rules,
under which an appeal on a decision to refuse or revoke charitable registration is heard by the
Federal Court of Appeal.
[Translation]
The proposed process also allows an organization to ask for a no-publication order. If the court
agrees to the request, no information, such as the fact that the no-publication order has been
requested, will be communicated to a third party. The no- publication order will be lifted only
if a Federal Court judge determines that the security clearance is reasonable. It is only after a
decision by two ministers, approved by a Federal Court judge, that the Canada Customs and
Revenue Agency can take steps to refuse or revoke the registration of a charitable
organization.
Such a structure creates strict accountability. The clearance will be valid for a period of seven
years, but could be reviewed earlier if an involved organization can demonstrate a significant
change in the circumstances that lead to the revocation. This is a balanced and objective
process based on facts.
[English]
In conclusion, Mr. Chair, I would like to reiterate that Canada is not immune from terrorism.
Terrorist-support activities, including fundraising, lead directly to deadly terrorist attacks. This
is an issue of concern to all Canadians, an issue on which the government must take action.
[Translation]
Canadians want and deserve an efficient system of charitable organization registration that
does not give rise to exploitation. To maintain public confidence in charities, we must ensure
that terrorist organizations receive no support and that our system is protected from abuse.
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Thank you for your attention.
[English]
Thank you very much.
October31, 2001 [Standing Committee on Justice and Human Rights][Entire Exchange]
...
Ms. Pierrette Venne: I have one final question to ask.
Since the coming into force of the Proceeds of Crime Act, many lawyers have come to
complain about the new provisions being imposed upon them. They are required to declare
suspicious operations. They have told the media and everyone who would listen that this is an
infringement on solicitor-client privilege and that it will turn lawyers into informants working
for the State. We know that in the future, under Bill C-36, the Money Laundering Act will also
cover the funding of terrorist activities. This is what will be in force.
Given that lawyers are not supposed to facilitate crime, why are these lawyers coming to tell
us that they feel constrained by this Money Laundering Act which will heretofore also apply to
the funding of terrorist activities? Do you have an explanation to give us in this regard?
The Chair: Mr. Potter.
Mr. Simon Potter: Madam, thank you for giving me the opportunity to speak to you about
this matter, because it is often misunderstood.
Lawyer associations have never come to ask that lawyers be allowed to commit crimes. That is
not it. What we want to do is to protect the confidentiality of what a client may tell his or her
lawyer. This confidentiality is absolutely essential to the proper administration of justice and
to the protection of individuals vis-à-vis the State, vis-à-vis their adversaries, vis-à-vis their
competitors. Without this confidentiality, clients will not be open with their lawyers. This
confidentiality must be protected.
With regard to the proceeds of crime and, now, terrorist activities, clients must be able to
speak openly to their lawyer without the latter suddenly feeling the need to right away run to
the police to report some suspicious thing that his or her client may have revealed. We must
protect the confidentiality of the solicitor-client relationship. This does not mean that lawyers
must be allowed to participate in these crimes, not at all, but the lawyer who is told something
by his or her client must be allowed to keep this information confidential.
[English]
The Chair: Mr. Lomer.
Mr. Michael Lomer: In the course of my function as a defence lawyer, I may have clients
confess all sorts of things to me. If it were the law that I had to then tell the crown what that
confession was—and then turn myself into a witness, I might add—our administration of
justice would cease to function. It just would not work, because defence lawyers would then
be perceived, quite accurately, as being Trojan horses for the prosecution. That's not the way
we work it in an adversarial system.
On that point, I point to proposed subsection 83.1(1), where it says a person in Canada has to
tell both the RCMP commissioner and the director of CSIS. Is there some sort of jurisdictional
thing that you have to tell both of them? I don't get that. Is it to keep the left and the right
hands knowing what's going on at the same time?
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Leaving aside that curious “and”, the part I draw your attention to is information about a
transaction—
[Translation]
Ms. Pierrette Venne: What provision are you speaking about?
Mr. Simon Potter: It is proposed section 83.1, Madam.
[English]
Mr. Michael Lomer: If you look at proposed paragraph 83.1(1)(b), where it talks about
“information about a transaction”, that clearly would be a transaction in the past. If I were
defending somebody, that would mean if my client came to me and told me about that
transaction, under this law I would be required to turn around and tell the commissioner of the
RCMP and the director of CSIS. That's a clear violation of solicitor-client privilege. The
section has to be changed. It has to at least acknowledge that defence lawyers defending
people charged with these offences can actually receive information without the obligation to
turn it over to the police.
The Chair: Thank you.
I think Mr. Ouimet wants to speak to this, and then I'm going to go to Madam Carroll and Mr.
MacKay. We're over time here.
[Translation]
Mr. Ouimet.
Mr. Gilles Ouimet: With regard to the solicitor-client relationship in particular, there is also a
provision according to which a lawyer may not divulge the fact that he or she has made a
report or has communicated the information required under the law.
This provision will undermine the very basis of the trust relationship between a lawyer and his
or her client, to the extent that the client will have no way of knowing if his or her lawyer has
made such a declaration or not. This is a provision that may cause problems in certain
situations.
...

November 1, 2001 [Standing Committee on Justice and Human Rights][Entire
Exchange]
Mr. Leo Knight (Individual Presentation): Good morning, Mr. Chairman and members of
the committee. Thank you for inviting me to address you today.
I appear here as a former police officer. I'm currently a senior executive in private sector
security. I'm also a frequent commentator on justice issues in the media.
Bill C-36 has been crafted as a response to the well-planned and executed attacks on
September 11. What is significant about this bill is that it does not address many of the
realities of life today.
On December 13, 2000, the assistant director of Interpol appeared at a hearing, not unlike this
one, before the Judiciary Subcommittee on Crime in Washington, D.C. The statement he made
was on the threat posed by the convergence of organized crime, drug trafficking, and
terrorism. The assistant director, Ralf Mutschke, drew specific attention to the Groupe
islamique armé, the GIA. This is the group directly linked to Ahmed Ressam. Mutschke said:
Ahmed Ressam is known to have shared a Montreal apartment with Said Atmani, a known
document forger for the GIA. It has been established that before Ressam attempted to enter the
U.S., he was in the company of Abdelmajid Dahoumane in Vancouver for a 3 to 4 week
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period. An Interpol Red notice was issued regarding the latter. The investigation has revealed
links between terrorists of Algerian origin and a criminal network established in Montreal and
specializing in the theft of portable computers and mobile telephones. The group in Montreal
was in contact with individuals involved in terrorist support activity in France and with several
Moudjahidin groups.
He went on to say:
The proceeds of these criminal activities were sent to an international network with links to
France, Belgium, Italy, Turkey, Australia and Bosnia.
Mutschke also detailed a meeting in Albania between several Algerian terrorists, also believed
to have been attended by Osama bin Laden.
He went on to say:
The GIA support networks are involved in extortion, currency counterfeiting, fraud and money
laundering.
He could well be speaking of organized crime, the Rizutto family in Montreal, or the Hell's
Angels right here in Ottawa.
In his recommendations he said:
Another key element concerns the manner in which law enforcement itself operates. All too
often, drugs, organized crime and terrorism are treated as separate issues by police authorities.
This prevents authorities from receiving a valid, overall view of the threat.
I won't deal with any more of the specifics of the assistant director's report, save to point out it
was delivered 10 months before September 11 and should be required reading for all members
of this committee and this Parliament.
The problem lies more in the lack of an integrated intelligence approach than in a lack of
international cooperation. This, in my view, is crucial in all these discussions. Bill C-36 is
crafted in such a manner as to exclude the fact that drugs, organized crime, and terrorism are
as enjoined as husband and wife.
When the current commissioner of the RCMP took office, he said that organized crime is the
greatest threat we as a nation face today. You can modify that statement now to add the word
“terrorism” to it, to understand how serious this is.
…
Mr. Michel Sarrazin: For some time now here, people have been linking organized crime and
terrorism. I think that we have to be very careful and that there is a great difference between
the two. Normally, organized crime engages in criminal activities for the purpose of making
money or increasing its power, whereas terrorist groups use criminal activities for the purpose
of gathering money for other activities, to destabilize governments, to further their ideologies
or religions. Therein lies the difference, and I think that the powers to be granted by this new
law aim to allow us to attack this type of individual.
…
Mr. James Aldridge: I appreciate that, Mr. Chairman. I do appreciate it, and let me end with
this. It's in the conclusion of my paper, but I would like to say it.
There is a kind of pattern that has emerged in the last year or so in the way we as a country are
reacting to a number of evils that confront us. In order to combat evil, money laundering for
example, Parliament has enacted a law that has been challenged by law societies for
overreaching itself and affecting solicitor-client privilege. I understand that this matter will be
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proceeding into the courts on the alleged overreach of the money-laundering bill: a recognized
evil and an overreach.
Last spring the House passed Bill C-24 on organized crime, which is now before the Senate. It
recognized the evil of organized crime and the necessity to pass laws about organized crime,
but that included provisions enabling designated police officers to commit acts and/or
omissions that would otherwise constitute crimes. In my view and the view of many other
people, that is overreaching the power needed to combat the evil. In order to pursue the
legitimate fight against evils of terrorism, the government has now presented a bill that,
despite the best intentions of the drafters, may result in overreaching, with draconian measures
being taken against legitimate political dissent and potentially subjecting Canadians to dire
consequences without basic procedural standards.
I suppose the general point I would make to parliamentarians is try to focus—if I may say this
with the greatest of respect—on the precise evil you are trying to address and restrict the laws
to those evils. I think that will result in a healthier evolution of our legal system.
November 6, 2001 [Standing Committee on Justice and Human Rights][Entire
Exchange]
…
Mr. Stephen Owen: Thank you to Professor Schwartz in particular, because you referred to
the CBA brief.
One of the deep and enduring difficulties the CBA has is with the effect on solicitor-client
privilege or relationship. Of course this isn't new in this legislation; it was in the moneylaundering legislation previously and has now been extended to cover terrorism and proceeds
of crime.
It occurs to me—and I'd value your comment on this—that the problem we're getting here is
that the historical relationship between solicitor and client, or barrister and client, grew out of
a judicial process, but the practice of law has broadened to such an extent that many solicitors
are simply performing functions that some other financial officer might perform. Therefore,
the bar is caught in the breadth of its practice, which is good, but the threat to a privilege that
was meant to apply to a much narrower practice traditionally.
Of course, the difficulty with having this breadth of practice and having solicitor-client
privilege apply to the whole thing is that it leaves a large hole in an attempt to stop money
laundering or financing of terrorist activity. I wonder if you have an observation on this.
Prof. Bryan Schwartz: Yes. I don't claim to be fast enough or wise enough to have all the
answers on this issue right now, but it does seem to me that some more creative thinking could
be done along the lines you suggest of not just looking at practice comprehensively, but saying
that when you are defending an alleged terrorist there should be much more protection for the
relationship than when you are acting as a conveyance or a financial officer.
To reiterate an earlier suggestion I made, I'm not saying it's a traditional solicitor-client
relationship when your lawyer can look at information without conveying it to you. But is that
better than saying nobody on your team can look at it at all, only the judge? This isn't
something we've done before, but as you're suggesting, extraordinary times may call for
extraordinarily creative thinking. It may be there's a way we can have this balance between
public security and the continuing role of lawyers that is a little bit better than the one we have
in the proposed bill.
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November 8, 2001 [Standing Committee on Justice and Human Rights][Entire
Exchange]
Dr. Anu Bose (Executive Director, National Organization of Immigrant and Visible
Minority Women of Canada): I move, Mr. Chairperson, to speak on money laundering
because that is what I did my doctorate in, money laundering in the informal economy and the
institution of Hawala as practised in India. Unfortunately, an arrest here and an arrest there
will not address this problem, since a great deal of money is transferred around the world
through an informal underground clearing-house system that swaps money to move funds
from place to place. It has been described in some detail in Hilary Mackenzie's article in The
Ottawa Citizen of October 20, and I would refer your researchers to that.
It is a situation based entirely on trust, contrary to Fukuyama's characterization of developing
countries as low-trust societies. There are no rules, no regulations, and no direct
communication between the parties. All the transactions are done through the broker, who
gets a percentage as a commission. It's cheap, efficient, and a welcome change from
nationalized banks with extortionate rates, bureaucratic procedures, and surly clerks.
FINTRAC would be well advised to keep this on their research agenda.
....
Mr. Ziyaad Mia: That's the other thing—solicitor-client privilege. You're obliged, under the
FINTRAC and others, to disclose money transfers and financial transactions. You're also
caught by one of the participation offences. Participation offence 83.17(3) says you
participate, contribute to, or facilitate an act where you provide a benefit or skill. So if
someone in the community is charged and we represent them, I'm giving them a benefit. If
they flip around and pay me, that's a benefit to me, so I could be caught by that.
...
November 20, 2001 [Standing Committee on Justice and Human Rights][Entire
Exchange]
Mr. Irwin Cotler (Mount Royal, Lib.): I have one basic question.
A number of witnesses have come before this committee whose core position has been that
this legislation is simply unnecessary, that the problem is not the absence of a legislative base,
but has been the absence of resources or a failure of intelligence. What, then, is the necessity
for this legislation?
Ms. Anne McLellan: Keep in mind, Mr. Cotler, that you yourself have written fairly
eloquently and persuasively on this very point, and I'm not going to repeat what you have said.
I have made it absolutely clear from the outset that what we have to do is reorient the way we
go about dealing with these kinds of horrific acts. As we know, and as you've written yourself
very recently, our criminal justice system is generally premised on the fact that a crime is
committed, an investigation takes place, charges may be laid, the courts do what they do, and
so on. What we learned on September 11 is that this simply is not the kind of approach that is
going to work in and of itself. Of course, it will continue to play some role, nobody's
suggesting otherwise, but we must for the sake of innocent civilians in our country—and I
think of those in other countries who are our allies—understand the modern face of terrorism.
It is globalized, it uses technology, it is sophisticated, it does not care how many people it
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kills, how many innocent people's lives are destroyed in the pursuit of its objective. We know
they raise money worldwide. They launder billions of dollars daily throughout the world. In
fact, it calls upon us to take a new approach as part and parcel of our criminal law. We are
called upon to do this as members of a civilized community, as members of a global
community who understand the invidious nature of terrorism and how it strikes at the right of
every one of us to human security and safety.
This legislation acknowledges the fact that in instrumental ways, be it through information
gathering, be it through law enforcement, we need new tools to help provide the human
security and safety that all Canadians have a right to and, quite truthfully, all members of the
civilized world have a right to.
…
Mr. Brian Fitzpatrick: Can I just raise a matter for clarification?
The Chair: On a matter of clarification, Mr. Fitzpatrick.
Mr. Brian Fitzpatrick: Then when we get to the point I won't be holding it up, if I get a
satisfactory answer to it.
It's proposed section 83.11 on page 21. My reading of this bill is that once an entity is listed
and anyone finds they have assets that are on that list, it's incumbent upon them to contact the
Commissioner of the RCMP and the Solicitor General's office and notify them of that fact and
those assets will be frozen. There are also provisions dealing with money laundering, which
are fairly onerous and tough too.
I've been looking at that section. Somebody said we've raised $150,000 so far with seizures
and so on. I'm going to estimate there are 20,000 businesses and entities in this country that are
going to have to start filing monthly audits. If that runs $100 a crack, my math tells me it's
going to cost those businesses something in the order of $25 million a year to do this sort of
thing.
I haven't found anybody who has explained to me what these regulatory agencies are supposed
to be doing with all these monthly audits, but it seems to me if you find one of these people in
your records, you're going to report that to the RCMP and the Solicitor General's office, and
bingo, these people should be dealt with.
I'm not exactly sure what this whole provision does, except try to defeat terrorism with a
whole lot of government bureaucracy, without much purpose to it. I would just like some
preliminary explanation of why this section is in there. The economy is suffering under this
thing as it is. I don't think businesses need more bureaucracy.
The Chair: Mr. Fitzpatrick, I assume you're considering an amendment; therefore you're
looking for clarification.
Mr. Brian Fitzpatrick: I want an explanation of why that provision is in there.
The Chair: But I would remind members that we're going to get to that particular provision in
the course of clause-by-clause.
Mr. Stephen Owen: We do have, Mr. Chair, an official from the Ministry of Finance who
would like to address this topic.
The Chair: Thank you.
Would you introduce yourself, please?
Mr. Richard Lalonde (Chief, Financial Crimes Section, Department of Finance): My
name is Richard Lalonde. I'm from the Department of Finance.
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I apologize if I did not hear the question completely, but what I did understand was a particular
concern regarding the provision requiring the reporting of frozen assets and the duty to
determine whether or not a financial institution has frozen assets.
Mr. Brian Fitzpatrick: The monthly reporting requirement.
Mr. Richard Lalonde: As far as I understand, we will be seeking an amendment to provide
flexibility, that is, regulation-making authority, that would allow us to adjust the reporting
frequency from time to time so that we could, on the basis of experience of the reporting of
different financial institutions, subsequently adjust whether or not they have to do so on a
monthly basis, or perhaps maybe a semi-annual basis, to the respective financial sector
regulators. I think in that sense we can address that particular concern.
December 4, 2001 [The Special Senate Committee on Bill C-36][Entire Exchange]
Senator Bryden: The Federation of Law Societies will be presenting their brief to us
tomorrow. Their position appears to be that they wish to be excluded from the operation of
many of the processes that might be brought to bear on any other business as a result of the
provisions of this bill and other acts.
For example, there is concern about barriers to counsel that may be there, whether the
implementation and use of the bill will interfere with the confidentiality relationship. I will not
go through the whole list, but they would exempt their fees from any freezing that would
occur. They also recommend that they be exempted from the application of part one of the
money laundering bill where they are required to gather and report information about their
clients and to state that information without their client's knowledge. Are you familiar with
this
Honourable Anne McLellan, P.C., M.P., Minister of Justice and Attorney General of
Canada: We are well aware of the brief of the Federation of Law Societies. We need to be
careful because there is litigation ongoing in the Province of British Columbia, in relation to
assertions made by certain lawyers in the Province of British Columbia pertaining to our
money laundering legislation, and whether lawyers should have a special exemption not
granted to anyone else in relation to the provisions of our money laundering legislation.
This issue has been hotly debated. We are in court now in relation to that issue. We presume
that it will go to the Supreme Court of Canada for ultimate resolution. I have gone on record as
strongly opposing the views of the Federation of Law Societies and other lawyers in relation to
this issue. Our factum makes that point. As this matter proceeds through the courts in British
Columbia, we will continue to make that point.
We go out of our way in our money laundering legislation. There is a specific section that
states that nothing in this bill interferes with solicitor-client privilege. We understand that what
comes within that is a matter of interpretation. We look forward to further clarification by the
Supreme Court of Canada in relation to that, but we believe very strongly that no group,
including lawyers, can be exempted from legislation such as money laundering. In fact, they
are included in most other jurisdictions to which we want to compare ourselves. It would
provide what I view as an unacceptable gap or loophole in our legislation.
The late and great Chief Justice of Canada, Brian Dickson, had some useful things to say about
the nature of solicitor-client privilege and when it applies and when it does not. All that will be
dealt with ultimately in the Supreme Court of Canada.
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No one, including lawyers, is above the law, and we expect everyone to obey the law. I find it
difficult to accept the assertion that is being made by the Federation of Law Societies namely,
that, by providing legal counsel to someone charged with a terrorist activity, they could be
charged with something like facilitation. This is simply an argument that cannot be sustained
and is one that I cannot speak strongly enough against.
This bill has been carefully drafted to ensure that it criminalizes only those who knowingly
deal in profit or provide financial or other related services with the intention or knowledge that
it be used to benefit or facilitate a terrorist group. I do not understand how the Federation of
Law Societies can make some of the arguments they make in relation to that. I want to put that
on the record.
Having said that, I am limited, as are my officials, in talking more generally about some of the
assertions and the exemptions sought because those are matters before the courts.
Senator Bryden: Do we need to do anything to this bill that is not already there in order to
protect the solicitor-client relationship?
Mr. Mosley: With the greatest of respect, I would suggest no, honourable senators. I had the
benefit of reading the brief today. It is largely based on a brief written earlier by counsel to the
Law Society of Upper Canada.
It does not talk about the reality that lawyers, like any other citizens within Canadian society,
as the minister has indicated, are subject to the same basic principles with regard to dealing in
contraband. There is no special exception for lawyers in dealing with property that is
prohibited in some way by the state. For example, drugs. Lawyers cannot deal in drugs any
more than any other citizen can. Since about 1974, it has been an offence to be in the
possession of property that has been obtained either directly or indirectly by the commission of
an offence. Since 1988, it has been an offence under the Criminal Code to be in possession of
the proceeds of crime. The analogy is very much with regard to the general offence relating to
dealing in property with that kind of other form of property that is prohibited by the state.
With respect to the specific question of whether it will prevent someone from having access to
legal representation, the bill cross-references the existing provisions of the Criminal Code,
which allow a judge, where property has been frozen or seized, to permit a variation of the
freezing or seizure order to allow for reasonable living or legal expenses. That has been part of
our criminal law since 1988 and has been used routinely in relation to the seizure of proceeds
of crime to allow for the payment of counsel. That would apply equally in this context because
of the cross-reference to those existing provisions.
...
December 6, 2001 [The Special Senate Committee on Bill C-36]
Mr. Peter Royal, Q.C., Board Member for Alberta and Northwest Territories,
Federation of Law Societies of Canada
...Other features of this bill that will adversely affect the right to counsel, include the
amendments to the code, making it an offence to knowingly deal, directly or indirectly, in any
property owned by, controlled by, or on behalf of, a terrorist group. Entering into or
facilitating any transaction in respect of such property and providing financial or other related
services in respect of such property, will also be an offence. This provision will make it an
offence for lawyers acting for people or groups subject to the bill to accept retainers from their
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clients for professional services. This is the so-called "freezing of property" provision found in
the legislation.
Furthermore, the bill provides for forfeiture orders of property owned or controlled by a
terrorist group. Lawyers' retainers held in their trust accounts could well be ordered forfeited,
pursuant to these provisions. Unlike the general forfeiture provisions that we find in the
Criminal Code, no substantive offence need first be proven beyond a reasonable doubt. Indeed,
there may be no charge ever brought for the respondent, owner or possessor to answer. The
requisite onus is the civil standard - proof on a balance of probabilities. Unlike the new
Proceeds of Crime (Money Laundering) Act, money received by lawyers for professional fees,
for disbursements, or for the posting of bail has not been exempted from these provisions of
Bill C-36.
The combined effects of this legislation will make it difficult, if not impossible, for someone
subject to the provisions of the bill to retain legal counsel, rendering their right to the counsel
of their choice to losery, I suggest.
However, it is not only barriers to the retention of counsel that this legislation creates that are
of concern for us, for, even if counsel is retained, that counsel will necessarily lack the
independence necessary to the maintenance of a proper solicitor-client relationship. A number
of provisions in the bill violate the requirement that solicitors hold in confidence information
received from their clients. Bill C-36 will routinely require lawyers to disclose confidential
solicitor-client information to the state, thereby conscripting them against their clients and
making it impossible for them to act as independent legal advisers with undivided loyalty.
The proposed section 83.1 in Bill C-36 will require everyone to disclose forthwith to both the
RCMP and CSIS, the existence of property in their possession or control that they know is
owned, or controlled by, or on behalf of a terrorist group, information about a transaction or a
proposed transaction, in respect of such property. Lawyers who hold money in their trust
accounts on behalf of entities listed by the government as terrorist groups, for example, will be
forced to become witnesses against their clients and immediately disclose the existence of
such trust funds to both RCMP and to CSIS. Failure to do so will subject lawyers to fines of up
to $100,000 or 10 years in prison.
Furthermore, amendments to the Proceeds of Crime (Money Laundering) Act will expand the
nature of transactions that lawyers will be required to report to FINTRAC, including financial
transactions that lawyers have reasonable grounds to suspect are related to a terrorist activity
financing offence. The act will prohibit lawyers from telling their own clients, with the intent
to prejudice a criminal investigation, that they have made such a report, whether or not such an
investigation has begun. In essence, the act will compel lawyers, on pain of imprisonment, to
breach the fundamental principles underlying the solicitor-clientrelationship and to not inform
their clients that the relationship has been breached. The FLSC, the Law Society of British
Columbia and, laterally, the Law Society of Alberta, have recently challenged the
constitutionality of section 5 of the regulations of the Proceeds of Crime (Money Laundering)
Act. This section requires that lawyers make reports about their clients, without advising those
clients, principally on the basis that it compels lawyers to gather and provide evidence against
their clients on behalf of the state. I noticed that Minister McLellan alluded to this when she
appeared before your committee a day or two ago.
On November 20, 2001, the British Columbia Supreme Court issued an interlocutory order
exempting lawyers from the application of section 5 of the regulations pending a full hearing
of the case. In making the order, the Honourable Madam Justice Allan described section 5 of
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the regulations as the authorization of, and I quote: "... an unprecedented intrusion into the
traditional solicitor-client relationship." Bill C-36, honourable senators, will expand this
intrusion.
This proposed legislation, as noted by Professor Irwin Cotler, M.P., McGill University, is not
so much Charter proof, as Minister McLellan asserts, as it is Charter bound.
I will speak to the point about conscripting lawyers against their clients in investigative
hearings. Much has been said about that. Bill C-36 will compel individuals who police believe
have information about terrorism offences that have been committed, or will be committed, or
information about the whereabouts of a suspected terrorist to appear before a judge to answer
questions and/or to produce anything in their possession or control to the presiding judge.
Witnesses will find themselves impaled on what the late Professor Wigmore referred to so
eloquently as the "three horns of the triceratops." What should I do here? Should I disclose and
cause harm to others or myself? Should I commit perjury? Should I refuse to answer questions,
thereby resulting in my detention?
These hearings not only represent a disturbing departure from the fundamental right of a
citizen to remain silent during the investigation of a suspected offence, a right recognized by
the Supreme Court as a principle of fundamental justice enshrined within section 7 of the
Charter, but they also amount to judicially supervised interrogations of witnesses or suspects,
positioning the judiciary much closer to the investigatory process than ever before.
The bill is silent with respect to sanctions that may be imposed for a witness who refuses to
appear, refuses to answer questions or to produce things in their possession and/or control.
Presumably, broad contempt powers would be available to the court for the offending witness.
Will lawyers be required to appear before a judge to answer questions about their clients?
Information covered by solicitor-client privilege is protected from disclosure during an
investigative hearing, but confidential solicitor-client communications are not. Again, lawyers
could be conscripted against their clients.
Our colleagues from Ontario, from the Law Society of Upper Canada, feel so strongly about
investigative hearings and the entire topic of preventative arrest - a topic that we have not
touched upon in our submission because it is outside the ambit of our concern as regulators that they urge that these proposed sections in the bill ought to be removed from the bill in its
entirety.
Two final provisions on the question of solicitor-client confidentiality ought to be mentioned.
The bill will permit the search of a lawyer's office, pursuant to a warrant per the proposed
section 83.3. This is not extraordinary. However, the bill is altogether silent on the process for
determining a claim of solicitor-client privilege. Criminal Code provisions setting out
procedures for determining the issue of solicitor-client privilege have been struck down
recently by superior courts of appeal in several provinces. The issue is scheduled to be heard
in the next week or two by the Supreme Court of Canada in a number of companion cases such
as R. v. Lavallee, R. v. Fink, a case from Ontario which is rather aptly named, and White et al
v. the Attorney General of Canada. The absence of any mention of the confidential nature of
information that may be seized in lawyers' offices or the topic of solicitor-client privilege,
sends the wrong message to law enforcement officials. There is reason to be concerned that
material seized from a law office during such a search may not be sufficiently protected from
disclosure to the state pending a judicial determination on the issue of privilege.
Finally, amendments to the National Defence Act, contained within Bill C-36 will allow the
Minister of National Defence to authorize the interception of private communications between
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a foreign person and a Canadian citizen. This is a significant change, we suggest. No judicial
authorization is required at all. The power is vested solely in the minister. Until now, the
Communications Security Establishment, the body that actually conducts the surveillance, was
only permitted to target foreign communications. This power could well be used to intercept or
could result in interception of confidential solicitor-client communications on the authority of
the Minister of National Defence alone.
Bill C-36, honourable senators, expands state powers in significant and disturbing ways. Many
of them will deny Canadians the right to independent counsel, and they will intrude on the
confidentiality of the lawyer-client relationship. The bill weaves these extraordinary powers
into the fabric of our criminal and other laws making them part of our legal landscape.
The added danger in this is that these exceptional measures and powers will become the norm.
What will the government do the next time the country faces a terrorist crisis? It will ratchet
up the already extraordinary measures in place. Powers, once granted law enforcement
agencies, are rarely withdrawn.
…
December 6, 2001 [The Special Senate Committee on Bill C-36]
Mr. Eric Rice, Q.C., President, Canadian Bar Association
Similarly, proposed section 83.08 prohibits a person from dealing in property controlled by a
terrorist group. This proposed section would seem to apply to lawyers' legitimate and
necessary financial transactions with clients, including the payment of fees or the posting of
bail. The federal government has exempted such transactions under the Proceeds of Crime
(Money Laundering) Act. It should also be exempted here.
On the question of confidentiality, it is important to stress three things: First, the traditional
protection of solicitor-client confidence is not for the benefit of lawyers. It is for the benefit of
the client. Second, this right to solicitor-client confidentiality does not provide a cloak for
lawyers to commit offences. There is no loophole here. The lawyers are as liable as everyone
else to criminal charges if they engage in money laundering, and they will not be lawyers very
long if they do. Third, there is a growing amount of case law that suggests that solicitor-client
confidentiality is protected under the Constitution. Honourable senators have already heard
about the injunction recently granted in British Columbia that exempts lawyers from having to
disclose confidential information under the Proceeds of Crime (Money Laundering) Act,
pending trial.
[Translation]
Solicitor-client confidentiality is a foundation of our legal system. Clients can only receive
adequate legal advice if they know the information that they communicate will remain
confidential.
…
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An Act To Establish A Body That Provides Administrative Services To The Federal Court Of
Appeal, The Federal Court, The Court Martial Appeal Court And The Tax Court Of Canada,
To Amend The Federal Court Act, The Tax Court Of Canada Act And The Judges Act, And To
Make Related And Consequential Amendments To Other Acts (Bill C-30)
Citation

2002, c. 8

Royal Assent

March 27, 2002

Provisions
Amended

30

Hansard

March 7, 2002 [Senate][Entire Exchange]
Hon. W. David Angus
Honourable senators, my question concerns a U.S. State Department report, released earlier
this month, that once again puts Canada in an embarrassing and very negative light as a "major
money laundering country" appearing on a list of nations of primary concern for money
laundering.
Yesterday's Ottawa Citizen ran a lead story on page 1, under the headline "Illicit cash pours
over border: U.S. names Canada `major money laundering country'." It went on to say:
In its latest annual report on the international drug trade and suspicious money, the
State Department says the U.S. is worried about the movement of large sums of cash
across the border."Canada remains vulnerable to money laundering because of its
advanced financial services sector and heavy cross-border flow of currency and
monetary instruments," says the department's International Narcotics Control Strategy
Report.
In spite of the legislation we passed in 2000, our nation remains on this list, a list that includes
countries like Switzerland, with its secret banking system, and the Cayman Islands and other
similar tax havens. Of particular concern is laundering of monies earned through the drug
trade that allegedly are being used to finance terrorist activities at an international level.
Honourable senators, I am asking the Leader of the Government to please indicate whether the
government has looked at the U.S. State Department's report, and if so, could she advise as to

Appendix B - Page 174

Commission of Inquiry into Money Laundering in British Columbia

how, in spite of the legislative initiatives of the past few years, Canada is still being regarded
as a country of primary concern for money laundering.
Hon. Sharon Carstairs (Leader of the Government): I thank the honourable senator for his
question. As he well knows, there are statistical gathering measures, most particularly in the
United States. Sometimes their data is based on a period of time — between the reporting and
the actual publication of that data — in which legislative changes have taken place.
I should like to think this is an example, that since the gathering of the data and the issuance of
the report, we have made significant changes, not only with the money laundering bill itself
but also with the changes to the anti-terrorism bill.
I will, however, make sure that the United States, through the Department of Foreign Affairs,
is made aware of these changes in legislation, and hopefully the department can deal with any
concerns that they have in the United States. It is all too true, unfortunately, that sometimes
our American brothers and sisters like to find problems outside of their country without
examining whether they have the same problems within.
Hon. Edward M. Lawson: One of the other countries that the United States has designated as a
country of concern for money laundering is the United States itself.
…
There, you have it.
Honourable senators, I am sure we are all reassured by the response of the Leader of the
Government. I am sure that she, as well as all of us, is still very offended when we see
headlines stating that Canada is one of the leading money laundering countries.
If the honourable leader is saying that the U.S. State Department report is wrong and it is out
of date — and I hope she is right — that is one thing, but the report notes that the Canadian
government has not yet implemented the regulations that define cross-border currency
movements, nor is FINTRAC a member of the Egmont Group, which would allow it to
exchange information with its foreign counterparts. Why is this, if indeed it is so? Why is
Canada dragging its feet? When will the government implement these regulations, and when
will FINTRAC join the Egmont group?
Senator Carstairs: The honourable senator has put very specific and detailed questions before
the chamber. Obviously, I do not have that kind of information available. However, I will
obtain it, and we will file it as a delayed answer as soon as possible.
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Public Service Modernization Act (Bill C-25)
Citation

2003, c. 22

Royal Assent

November 7, 2003

Provisions
Amended

67, 44, 49, 50, 51

Hansard

N/A

An Act To Establish The Library And Archives Of Canada, To Amend The Copyright Act And
To Amend Certain Acts In Consequence (Bill C-8)
Citation

2004, c. 11

Royal Assent

April 01, 2004

Provisions
Amended

54

Hansard

N/A
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An Act To Amend Certain Acts Of Canada, And To Enact Measures For Implementing The
Biological And Toxin Weapons Convention, In Order To Enhance Public Safety (Bill C-7)
Citation

2004, c. 15

Royal Assent

May 06, 2004

Provisions
Amended

54, 65

Hansard

March 18, 2004 [Senate Committee][Entire Exchange]
Senator Andreychuk: When this bill came in, it was part of a three-pronged approach that
you were involved in, and it was terrorists, terrorists, terrorists. We were going after terrorists,
no one else. However, as you have described it today, you have this sort of "hit bank.'' Our
names go against it, as do those of drug dealers, criminals, and those who commit terrorist
activities. We have spent more than a century putting together the checks and balances of our
criminal system and now you are blending terrorism, criminals, et cetera. If we are worried
about terrorists, the integrity of your data bank, and balancing it with the effect on people, do
we really need proposed subsection 4.82(11)? Can you not do all your terrorist work and have
all the hits against any terrorists without expanding it into a delicate criminal balance?
Mr. Zaccardelli, Commissioner, Royal Canadian Mounted Police: That is a very good
point. The fact is that no one works in silos any more. Terrorists are involved in organized
crime; organized crime people are involved in certain potential terrorist activity; terrorist
activity is financed out of petty crime, as we sadly learned from the Ressam case out of
Montreal. They were below the radar screen. We never actually picked him up. Perhaps we
should have picked him up earlier.
There is a crossover. The reason for looking at people involved in serious criminal activity is
that they are a potential threat to the safety of the airlines and the passengers. That is why we
limit it to those people involved in very serious activity. There are people, organizations,
involved in serious organized crime that do, in our view, pose a threat to the passengers on
those planes. That is why we have extended this but put very clear limits on it.
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April 20, 2004 [Senate]
Hon. Joseph A. Day
The proposal in Part 19 of Bill C-7 would assist the federal government's Financial
Transactions and Report Analysis Centre of Canada, sometimes referred to as FINTRAC —
which I will refer to, with your permission, as the centre. In the fulfillment of its mandate to
uncover money laundering activities or financing for terrorist activities, these amendments
would allow the centre, where an agreement has been entered into, to access information from
government national security databases that the centre considers relevant to carry out its
mandate, and only for that purpose. That would allow the centre to share compliance-related
information with financial sector regulators and supervisors.
This past March, in an Ottawa Citizen article on the operation of FINTRAC, it was reported
that information on 25 separate cases of terrorist financing involving $22 million had been
disclosed to law enforcement agencies in fiscal 2002-03. The information on 29 suspected
cases of terrorist financing involving in excess of $35 million had been disclosed in the first
nine months of fiscal 2003-04. I am sure that we want this very good work to be assisted in
every way, which is the goal of the amendments to Part 19 of Bill C-7.
April 27, 2004 [Senate]
Hon. A. Raynell Andreychuk:
In other words, as Minister McLellan said, if the police, while tracking, were to come across
an outstanding warrant for a serious offence, the public would want that person arrested. As
Ms. Stoddart said, this further indicates that there would be an inevitable drift to use this
mechanism for criminal law purposes while veering away from the essential data scanning for
terrorism, which is more difficult. We would have another tool, not contemplated by criminal
law, to deal with criminals. I certainly do not accept Commissioner Zaccardelli's point of view
that any and all criminals could be tomorrow's terrorists; that brush is too broad. Think about
who is being imprisoned today in our system: We know that Aboriginals are oversubscribed
and we know that minorities are tapped. I can appreciate that law enforcement officers do not
overlook any link, but, to be quite frank, when our criminal law system is overrepresented by
minorities, I do not want to draw the equation that these people could be next year's terrorists.
While it is legitimate to look at organized crime, gangs and money laundering, such an
unwarranted sweep by the government should not be tolerated, as it would be under Bill C-7.
There is a natural tendency and pressure between those who advocate rights and those who are
given the responsibility to protect. That is where our fine balance of criminal law has gone. To
now move the marker without data and research would be unwarranted and unnecessary to the
extent that the government has proposed.
April 27, 2004 [Senate]
Senator Andreychuk
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Honourable senators, I do not have up-to- date statistics. As Senator Cools well knows, in the
Standing Senate Committee on Legal and Constitutional Affairs, we continually struggle to get
Statistics Canada to come forward with such information.
The point I clearly wanted to make is that not everyone who commits a crime in Canada is a
terrorist. I used a couple of examples. I could have mentioned blue-collar workers or anyone
else. The threshold is imprisonment for five years or more. There is public mischief in there.
There are all kinds of things unrelated to terrorism.
I tried to draw the line that the police are absolutely correct to say that crimes involving gangs
or money laundering can be components of terrorism. However, surely, our entire criminal
system is not geared to saying that everyone who enters the criminal system comes out a
terrorist. That was the point I was trying to make.
I appreciate that I may have stated this concept too narrowly. If I did, I should not have done
so.

An Act to establish the Canadian Border Services Agency (Bill C-26)
Citation

2005, c. 38

Royal Assent

November 3, 2005

Provisions
Amended

2, 20, 26, 31, 32, 35, 38, 39, 55

Hansard

December 13, 2004 [House of Commons]
Mr. Mark Warawa (Langley, CPC)
...I would like to speak regarding illegal border drugs. Interstate 5 in Washington state, just to
the south, is the west coast pipeline not only for trade but also for illegal drugs. The issue of
illegal drugs crossing the border is a hot topic in Washington state.
Washington and B.C. share the third busiest border crossing in the country. Prosecutors and
sheriffs in Whatcom County are currently seeking a $1 million U.S. grant to help deal with
crime spawned by their border crossing with British Columbia. This money is needed to deal
with a large range of offences, including drug prosecutions, money laundering and auto theft.
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According to Dave McEachran, the prosecuting attorney with Whatcom County:
we have a huge flow of B.C. bud coming down and we've got cocaine going up to
B.C., along with laundered money and guns.
While law enforcement is involved in intercepting criminals on both sides of the border, U.S.
authorities are lamenting Ottawa's approach toward decriminalizing marijuana and its link to
organized crime in Canada.
...

An Act To Establish The Department Of Public Safety And Emergency Preparedness And To
Amend Or Repeal Certain Acts Or; Department Of Public Safety And Emergency
Preparedness Act (Bill C-6)
Citation

2005, c. 10

Royal Assent

March 23, 2005

Provisions
Amended

60.1

Hansard

N/A

An Act To Amend The Proceeds Of Crime (Money Laundering) And Terrorist Financing Act
And The Income Tax Act And To Make A Consequential Amendment To Another Act (Bill C25)
Citation

2006, c. 12

Royal Assent

December 14, 2006
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Provisions
Amended

2, 5, 6, 6.1, 7, 7.1, 9, 9.2, 9.3, 9.4, 9.5, 9.6, 9.7, 9.8, 10.1, 11.1, 11, 11.12, 11.13,
11.14, 11.15, 11.16, 11.17,11.18, 11.19, 11.2, 11.3, 11.4, 12, 16, 24, 24.1, 29, 30,
32, 33, 34, 35, 36, 38.1, 54, 54.1, 55, 55.1, 56.1, 56.2, 59, s. 60, 60.1, 60.3,, 63.1, 64,
72, 73, Part 4.1, 73.1, 73.11, 73.12, 73.13, 73.14, 73.15, 73.16, 73.17, 73.18, 73.19,
73.2, 73.21, 73.22, 73.23, 73.24, 73.25, 73.26, 73.27, 73.28, 73.29, 73.3, 73.4, 73.5,
74, 77.1, 79, 81

Hansard

October 20, 2006 [House of Commons]
Ms. Diane Ablonczy (Parliamentary Secretary to the Minister of Finance, CPC)

How does money laundering work? How does it take place? Money laundering occurs in three
stages. The first is the placement stage. In this stage the launderer introduces the illegal profits
into the financial system. This is done in a number of ways. One is breaking up large amounts
of cash into less conspicuous smaller sums that are then deposited directly into a bank account.
Another is using cash to purchase a series of monetary instruments, cheques, money orders, et
cetera, from financial institutions that are then collected and deposited into accounts at other
locations.
The second stage is called layering. In this stage the launderer engages in a series of
conversions or movements of the funds to distance them from the first place they were
deposited. For example, this could be through the purchase or sale of investment instruments
such as shares or a series of wire transfers to various bank accounts globally.
Having successfully moved the criminal profits through the first two stages of the money
laundering process, the launderer then enters the third stage which is integration. It is at the
integration stage that the funds re-enter the legitimate economy. The funds can now be
invested or used to purchase luxury assets, real estate, securities or other investments.
Money launderers tend to seek out jurisdictions with weak or ineffective anti-money
laundering programs. Canada does not want to be on that list. However, because the objective
of money laundering is to get the illegal funds back to the individual who first collected them
through criminal activity, launderers usually prefer to move funds through areas of highly
developed, stable and sophisticated financial systems, and where the large volume of
transactions may diminish the risk of suspicious transactions being detected. That is a country
like Canada with a sophisticated and stable financial system.
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The other element, terrorist financing, how does that fit into this picture? Terrorist
organizations require financial support in order to carry out their evil and destructive activities.
A successful terrorist group, like a criminal organization, must be able to build and maintain a
steady flow of funds. It must develop sources of money, a means to covertly move that money
around, and a way to ensure that the money can be used to obtain the materials needed to
commit terrorist acts.
Terrorist financing comes from two primary sources. First, there is state sponsored terrorism,
sadly. Financial support is provided for these terrorist activities by states or organizations large
enough to collect and then make funds available to the terrorist organization. A variation of
this is where a wealthy individual provides funding. For example, Osama bin Laden is thought
to have contributed significant amounts of his personal fortune to the establishment and
support of the al-Qaeda network.
The second source of terrorist financing is money derived directly from various revenue
generating activities. As with organized criminals, a terrorist group's income often comes from
crime or other unlawful activities. For example, a terrorist group may engage in large scale
smuggling, various types of fraud, robbery and narcotics trafficking.
However, unlike organized crime, terrorism can be financed using legitimate funds such as
those collected in the name of charitable causes. These loopholes, often exploited by terrorist
groups, need special attention in order for Canada to move effectively to deny terrorists the
funds they use for their destructive deeds.
It is this second source of terrorist funds that the measures in the bill are designed to detect.
It is important to remember that this activity has an effect on all Canadians because money
laundering, major criminal fraud, and financial crimes have the potential to undermine the
Canadian economy by impacting the reputation and integrity of individual financial
institutions, not to mention the financial sector as a whole.
Members of the House will appreciate that the integrity of Canada's banking and financial
services depends on citizens and investors being able to trust that institutions are well
regulated and protected from criminal elements.
By extension, a healthy financial system is absolutely critical to Canada's ability to attract
investment, and therefore increase and sustain overall economic growth and productivity.
If funds from criminal activity can be easily processed through a particular institution because
proper anti-money laundering controls are not in place, institutions could be drawn into
unwitting complicity with criminals. As well, evidence of such abuse will have a damaging
effect on the perception of other financial intermediaries, regulatory authorities and Canadians
themselves.
The potential costs of money laundering are of course serious. If not addressed, organized
crime can infiltrate financial institutions, acquire control of large sectors of the economy
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through investment, create competitive disadvantages for local businesses, and continue to
fund harmful criminal activity such as drug trafficking, human smuggling and prostitution
which preys on women.
What has Canada done to prevent and deter money laundering and terrorist financing. Since
2001 Canada has had an anti-money laundering and anti-terrorist financing regime that is in
the top tier of our international partners. This legislation has helped ensure that Canada is not a
haven for money laundering and terrorist financing activities.
Indeed, Canada has made significant progress in detecting suspected cases of money
laundering and terrorist financing. We continue to work closely with our domestic and
international partners to improve the regime.
In 2005-06, reporting entities filed upwards of 30,000 suspicious transaction reports with the
Financial Transactions and Reports Analysis Centre of Canada, FINTRAC. In turn, FINTRAC
made 168 case disclosures to law enforcement agencies. In addition, 10 new domestic
information-sharing agreements were signed with financial sector regulators.
FINTRAC now has 30 information-sharing agreements with foreign counterparts
internationally.
Canada's new government has committed to a strong and comprehensive anti-money
laundering and anti-terrorism regime that is consistent with international standards. That is
what this bill, Bill C-25, is all about. It amends the existing legislation in order to update and
enhance the legislation to better combat money laundering and terrorist financing activities.
To begin with, the measures proposed in the bill will update Canada's anti-money laundering
and anti-terrorist financing regime to be consistent with international standards set out by the
Financial Action Task Force, which is the international standard-setting body on this issue.
These standards were revised in 2003 and all task force members have had to update their
regimes. Canada is now doing so with this bill.
The proposed amendments will require financial intermediaries to undertake a number of
actions such as enhanced client identification and record-keeping measures. They will also be
required to undertake enhanced measures with respect to certain clients and activities, for
example with respect to foreign politically exposed persons and their banking relationships.
The reporting of suspicious attempted transactions will also be required.
Bill C-25 also establishes a new registration regime for money services businesses that remit
funds in and out of Canada and for foreign exchange dealers, within FINTRAC. This new
regime will provide FINTRAC with a tool to increase compliance with the requirements under
this act for money services businesses and foreign exchange dealers. Coupled with the
registration requirement, a new offence will be created for operating an unregistered money
services business.
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The exclusion of legal counsel from the regime has been identified as a gap by both the
Auditor General and law enforcement. Over the last number of years, the government has been
negotiating with the legal profession on how best to include it in the regime. Through
regulations made under Bill C-25 and consistent with the Financial Action Task Force
requirements, legal counsel will now be required to undertake client identification and recordkeeping measures when acting as financial intermediaries.
These measures complement the prohibition on the receipt of cash over $7,500 by legal
counsel that is currently in place and enforced through provincial law society rules of
professional conduct. These measures also respect the Supreme Court of Canada's Lavallee
decision.
Bill C-25 also establishes monetary penalties in addition to existing criminal sanctions. This
will allow FINTRAC to impose graduated penalties that adequately reflect the nature of the
violation. The monetary penalties, for example, will be particularly useful for offences that are
less advertent or egregious.
An important part of Bill C-25 relates to information sharing. Specifically, the bill proposes to
allow the exchange of information between FINTRAC here in Canada and the Canada
Revenue Agency, and with Canadian law enforcement agencies, to better prevent and detect
the use of registered charities for financing of terrorism.
Moreover, to increase the usefulness of FINTRAC's disclosures, the range of information
disclosed will be expanded, as well as the list of disclosure recipients. This list will now
include the Communications Security Establishment and the Canada Border Services Agency.
Also, the agency will be allowed to share cross-border currency reporting information
internally for the administration of immigration legislation.
Amendments are also proposed in Bill C-25 to allow information sharing of compliancerelated information between FINTRAC and its foreign counterparts. As well, information
sharing provisions are proposed between the Canada Border Services Agency and its foreign
counterparts on the enforcement of the cross-border currency enforcing regime.
It is important to emphasize that Canada's government recognizes how essential it is to protect
the privacy rights of Canadians. That is why Bill C-25 includes a number of safeguards to
protect those rights. The bill strikes the right balance in meeting the needs of law enforcement
while respecting the privacy rights of Canadians.
I want to outline for the House these safeguards. First, there is an arm's length relationship
between FINTRAC and law enforcement and other agencies entitled to receive information.
Second, there is disclosure of only key information regarding financial institutions and
publicly available information to police and other designated entities. Third, there are criminal
penalties for any unauthorized use of disclosure of personal information under FINTRAC's
control. Fourth, there is a requirement for a court order by law enforcement agencies to obtain
any other than very minimal information from FINTRAC.
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With the proposals contained in the bill, the anti-money laundering and anti-terrorist financing
regime will continue to strike an appropriate balance, on the one hand providing law
enforcement and intelligence agencies with the tools they need to effectively fight money
laundering and terrorist financing, while on the other hand taking appropriate and strong steps
to respect and protect the privacy of Canadians.
The bill is consistent with the Charter of Rights and Freedoms as well as the Privacy Act.
November 02, 2006 [Standing Committee on Finance]
Mr. Peter Bulatovic (Assistant Director, Tactical Financial Intelligence, Financial
Transactions and Reports Analysis Centre of Canada):
...We start with financial transactions, including deposits and fund transfers, when they are
made by entities included in the list on the right, such as banks, savings and credit unions,
foreign exchange brokers and casinos.
These entities must file reports with FINTRAC when they make electronic transfers to Canada
or outside Canada, or deposits in the country of CDN $10,000 or more. They must also report
dubious transactions, regardless of the amounts involved.
In the lower left corner, you see that we also receive reports of cross-border currency and
monetary instruments of $10,000 or more, as well as reports of currency seizures.
Virtually all this information is forwarded electronically and entered in our data base. Our act
also enables us to access information retained for law enforcement and national security
purposes, as well as commercial and public access data bases.
We are also able to request information from foreign financial information units.
Lastly, any person may willingly provide us with information. Our partners at law
enforcement agencies can also forward information to us on a voluntary basis.
How do we analyze that information? We very much rely on our staff and technology.
As regards technology, electronic reception of financial information enables us to use IT
systems to sort reports and link financial transactions.
In the initial examination of these related transactions, we target trends in dubious financial
activities and ask one of our analysts to pay special attention to them.
In developing a case, analysts look at partnership transactions. They then check the identities
of individuals and businesses concerned by the transactions and the trends in dubious financial
activities.
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When an analysis shows reasonable grounds to suspect that the financial activity could be
relevant to a money laundering investigation or the financing of terrorist activities, a report is
prepared explaining the reasons for the communication.
[English]
I would now like to refer to the second graphic. It is what we call a link chart. It depicts a
money laundering case.
This chart demonstrates our analysis of financial transactions and other sources of information
that enabled us to link three separate clusters of suspect financial transactions into a larger
financial network for investigators. These separate clusters are identified as boxes A, B, and C.
Let me begin by describing the activity in box A. A foreign financial intelligence unit advised
FINTRAC of a money laundering investigation of four individuals and a business involved in
wiring funds between a number of accounts within a bank in that foreign country. The
individuals involved provided Canadian addresses and identification and were described as
Canadian. The business would wire funds through several foreign countries, to and between
accounts over which the Canadians held power of attorney. The FIU found this activity
suspicious but had very little further information.
Upon receipt of this information, FINTRAC tasked an analyst to search our database for
financial transactions to determine if there was any financial activity involving the individuals
and the business identified. According to the financial transactions database, the company
wired several millions of dollars to multiple companies in Canada, as can be seen on the chart
between boxes A and B.
Searches of open sources conducted to obtain additional contextual information on the
Canadian companies identified in box B yielded very little or no information. We found little
or no information for the companies in the way of advertising, telephone directory
information, or company websites. We were able to confirm that one of the companies was
incorporated in Canada. However, the nature of the business was not identified and did not
appear to justify the level of financial activity between the companies identified in boxes A
and B.
Further analysis revealed a suspicious transaction report filed by a Canadian reporting entity
on one of these companies. The reporting entity stated that the accounts were opened several
years ago and were relatively dormant. The dollar value of the wire transfers received into the
two Canadian business accounts suddenly began to increase. It further stated that over a short
period of time, millions of dollars were wired to the accounts held by this business with no
rationale as to why the increase occurred. Wires received from various foreign companies
originated in a country with weak anti-money-laundering controls. In addition, the reporting
entity indicated that the cheques were being issued from a foreign currency exchange and
being deposited to the company's account, which was inconsistent with the company's business
identified.
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Several other companies were also found to be operating at the same address. Further, what is
important, when the address changed for one of the companies, which occurred several times
in the year, all the other companies followed suit with a change of address. Two of the
companies shared the same directors and received wire transfers from the same country.
Our analysis then led us to another company, which enabled us to link the financial activity
found in box C. It is this company, company 7 in the centre in the chart, that is key in our
analysis of this case, and I will discuss it now.
A suspicious transaction report was filed on the company in box C involving the two
Canadians originally identified by the foreign financial intelligence unit. The report stated that
over a period of five months, two individuals received fourteen wire transfers from four
different companies. Efforts had been made to contact the individuals, but the mail was
returned unopened and the phone number provided was incorrect.
The reporting entity refused the receipt of several wire transfers. As a result, a male appeared
at the reporting entity and claimed that funds were owed to him from his business overseas.
When asked about the wires from the various foreign companies, he did not know the
companies or why they were sending the payments.
It is unusual, indeed, that a customer would receive funds from multiple businesses and not
know who these businesses were or why the funds were being sent.
We also received voluntary information from a Canadian law enforcement agency on the same
two individuals. It was suspected that the individuals were using their personal accounts to
launder proceeds of crime. As a result of our analysis, and all the information available to us,
we suspected that the financial transactions identified in the chart would be relevant to
investigation or prosecution of a money laundering offence.
The internationally recognized indicators of money laundering that follow were identified as
applicable in this case.
In this particular case we had large and/or rapid movement of funds. We had large incoming
wires on behalf of foreign customers with little or no explanation. We had unexplained
disbursal of funds to multiple businesses. We had use of multiple accounts at a single financial
institution for no apparent legitimate purpose. We had two ongoing investigations, one by the
foreign financial intelligence unit, the other one by local law enforcement. We had reactivation
of a dormant account where there was atypical business account behaviour.
If you look at the top right-hand side of the chart, you see that what was interesting in this case
is that we were provided little information by the FIU when the information came in. In the
bottom right-hand side of the chart is voluntary information from the law enforcement agency.
Through analysis and looking at our records, we were able to identify the key company, which
is company 7, in the centre of your chart, linking the three boxes.
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Overall in this case, we received from eight different reporting entities in excess of 400
electronic transfer reports, several large cash transaction reports, as well as suspicious
transaction reports. The case identified suspect financial transactions in excess of $21 million
U.S. and $2 million Canadian.
…
Mr. Thierry St-Cyr (Jeanne-Le Ber, BQ):
... I wanted to know what measures have been put in place, or will be put in place, to ensure
that no non-relevant information is disclosed, or to ensure no offences are committed under
the act.
In fact, the entire operation of your organization is designed to ensure compliance with the
money laundering act and with legislation related to that offence. We're not content to say that
money laundering is prohibited, hoping that people will obey the act. Ways have to be found
to detect offences.
The phenomenon is the same as regards the provisions of the original bill and those added in
this bill. That's not at all saying that it's prohibited to violate privacy and that harsh penalties
are provided for. You still have to put mechanisms in place to determine whether offences are
being committed.
Are there any mechanisms? Will there be any? Have any cases of prohibited disclosure
already been discovered? Has anyone been convicted for that offence?
[English]
Mr. Horst Intscher:
The short answer is no, there have not been any convictions and there have not been any
allegations of improper disclosure, and to the best of our knowledge--and our knowledge is
very good on this point in our organization--there has been no improper disclosure of
information from FINTRAC. We have put in place extensive and exhaustive measures to
satisfy ourselves that casual disclosures or informal disclosures or nudge-nudge, wink-wink
disclosures cannot take place.
A disclosure from FINTRAC can only occur formally and in written form. It can only be
made after it is vetted by a disclosure committee, which consists of the senior executives in
the organization and is chaired by me, and in this process it is challenged and tested and
passed through our legal services to satisfy them as well as us that the information to be
disclosed is being disclosed properly and that there are sufficient reasons to disclose it.
I won't go into all the details and technical measures we have put in place, because that would
make it easier for someone to circumvent them, but we have a very comprehensive and
stringent access control system. It includes biometrics, and we have logging systems that
show who accesses what information so that we can monitor and review.
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We log the comings and goings in the centre. All the analytic information--in other words, the
sensitive personal information--is contained in a vaulted, high-security area of our premises.
Not all employees have access to it; only the people who work there have access to the
analytic unit, and a few other senior executives like myself. Even I don't have access to their
analytic computer system. There's no need for me to have access to it, so I don't have it.
...
Mr. Warren Law (Senior Vice-President, Corporate Operations, and General Counsel,
Canadian Bankers Association):
...The Canadian banking industry recognizes its key role in combating money laundering and
terrorist financing. It has consistently supported the efforts of the Government of Canada in
developing an effective regime for these purposes. Indeed, we believe that the enactment of
the proposed Proceeds of Crime (Money Laundering) and Terrorist Financing Act provides a
solid platform for constructing an effective AML/ATF system.
The banks have invested tens of millions of dollars in the development and implementation of
automated systems to meet the regulatory standards placed upon them. The banking industry
has been proactive in meeting its obligations. We will continue to take these obligations very
seriously, but there is always room for improvement. We recognize that with Bill C-25, the
government is planning to implement measures that will address flaws in the current system.
Clearly, one of the most fundamental and vital objectives of AML/ATF measures must be to
protect the financial system from criminal activity. We believe this must be done in a balanced
way. An AML/ATF regime is unique in that in order to function well, it must interact with a
wide range of stakeholders, such as law enforcement agencies, government departments, and
financial institutions. We feel that no useful purpose is served, and in fact the effectiveness of
the regime itself is diminished, by overburdening any of these entities with too many
restrictions, rules, or requirements.
We strongly believe that an AML/ATF measure should be implemented with a risk-based
approach. Once amendments are enacted, reporting entities and FINTRAC should be given
enough lead time to implement the necessary changes to their systems and to employee
training programs. In our view, the efforts to combat money laundering and terrorist financing
will be significantly assisted if it is easier for reporting entities to receive more feedback from
FINTRAC about their reports and FINTRAC is provided with more latitude to release
information. We therefore welcome the enhanced disclosure provisions in Bill C-25.
For several of the measures set out in Bill C-25, we will need to consider the related
regulations before we can make a comprehensive response. I would like to make some initial
observations about a couple of provisions in the bill. In a short letter to the committee, which
we believe has been provided to you, we provide more details about our views on these
matters.
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We have made recommendations for changes to the bill that will address those matters. For
example, there is the issue of the impact on foreign subsidiaries and foreign branches of
Canadian banks. Bill C-25 will add a number of new measures to the act, including new
requirements on the foreign subsidiaries and foreign branches of Canadian banks. These
proposals, particularly the requirement to impose Canadian client identification requirements,
could impose extraterritorial legal requirements on Canadian banks. We believe this could
cause significant problems for the banking industry.
To the extent permitted by local laws, Canadian banks already apply their internal AML/ATF
policies and procedures on their operations in foreign countries. However, imposing specific
Canadian regulatory requirements in foreign jurisdictions has the potential to have adverse
consequences on the banks. It may place the banks in a disadvantageous competitive position,
from a global standpoint. Rather than imposing extraterritorial legal requirements, we believe
that a more effective approach would be to make it clear that the requirement to have
compliance and risk assessment programs must cover all subsidiaries and branches, regardless
of location, to the extent permitted by the local jurisdiction.
We recommend that these measures be enacted.
It's important to note that we are not asking to apply a lower standard to the operations of a
foreign branch or subsidiary, only to have it recognized that there are other equally effective
ways of achieving what I think we all want to do, and that is to create a balanced, effective
deterrence regime.
There is also the issue of correspondent banking. We understand and support the need to
enhance requirements relating to the provision of services to foreign correspondent banks. Bill
C-25 includes an amendment to the act that sets out a number of specific measures to be
followed by Canadian banks before entering into a correspondent banking relationship.
While the banking industry in Canada has already implemented most of these requirements,
we do have a concern that the proposed definition of “correspondent banking relationship” in
the bill is too broad and could lead to almost all interaction between Canadian banks and a
foreign bank being captured by the definition.
…
Mr. Douglas Timmins (Assistant Auditor General, Office of the Auditor General of
Canada):
...
During our audit we concluded that Canada's anti-money-laundering regime is comprehensive
and generally consistent with international standards; however, we also identified a number of
factors that impeded the regime's performance. Some factors could be addressed with the
existing legal framework; for example, better coordination among the federal agencies
responsible for implementing Canada's anti-money-laundering and terrorist policy, and better
feedback to reporting agencies on the use of information they supply to FINTRAC.
Other factors involve issues that will likely require changes to legislation.
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[Translation]
Foremost among these are restrictions on information sharing. To safeguard privacy rights, the
existing legislation limits the information that FINTRAC may disclose to so-called
“tombstone” data: when and where the transactions took place, the value of the transactions,
the account numbers, and the names of the parties involved.
We found that these restrictions limit the value of FINTRAC disclosures to law enforcement
and security agencies.
Law enforcement agencies told us that the “tombstone” information they receive is too limited
to justify launching investigations. The exception is when a disclosure is related to an ongoing investigation in those cases, the information disclosed can help corroborate findings or
provide new leads.
An additional limitation on the effectiveness of the National Initiative is the exemption from
reporting requirements that lawyers obtained as a result of successful legal challenges to the
legislation.
[English]
Finally, we found that unregulated reporting entities, including money service businesses and
foreign exchange dealers that are not licensed and do not have a formal body overseeing their
activities, posed a significant compliance challenge. Indeed, there are no reliable figures on
how many such firms are out there, so ensuring compliance with reporting requirements is
obviously a difficult task.
Bill C-25 affirms the lawyer's exemption from reporting requirements. Our understanding is
that the government is currently discussing with law societies compliance requirements by
lawyers. The bill provides for information sharing and enforcing compliance by unregulated
reporting entities. It will increase the type of information that FINTRAC can disclose to law
enforcement if it suspects money laundering or terrorist financing.
Specifically, the legislation will now allow FINTRAC to disclose the grounds that led it to
suspect money laundering or terrorist financing. The bill will also require registration for
money service businesses, a recommendation of the Financial Action Task Force on Money
Laundering, which is the international standard-setting body for efforts against money
laundering and terrorist financing.
Several countries, including the United States and the United Kingdom, already require these
businesses to register.
In short, while we have not studied Bill C-25 in detail, it appears to deal with the key findings
reported in our audit of November 2004. We cannot say whether the proposed changes will be
sufficient or whether they will effectively resolve all issues.
...
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Mr. Lawrence Boyce (Vice-President, Sales Compliance and Registration, Investment
Dealers Association of Canada):
Thank you, Mr. Chairman. On behalf of the association, I'd like to thank the committee for the
opportunity to comment on Bill C-25. The Investment Dealers Association is the national selfregulatory organization for full-service investment dealers. As part of our function we have
commented extensively on Canadian money laundering law and regulations. We also audit and
supervise our members in respect of their compliance with the current regulations. We have an
information-sharing agreement with FINTRAC, and we share information with them on the
results of those audits.
I also represent the association on the International Council of Securities Associations working
group on anti-money-laundering procedures. As part of that, we have been involved in a
project by FATF called the electronic advisory group on the risk-based method. It started with
a meeting in Brussels last year to examine the application of risk-based approaches in the antimoney-laundering regimes.
We support the legislation. We believe that all of the issues it addresses are important and that
it will significantly enhance the anti-money-laundering regime in Canada. I'll speak only about
our reservations on a couple of issues. These are broader than the legislation itself, and they
reflect our long-standing concern with some of the approaches in the current regulations.
I would like to focus first on proposed subsection 9.6(2). This is the beginning of a risk-based
approach to anti-money-laundering provisions. Unfortunately, there is some difficulty with it.
Proposed subsection 9.6(3) suggests that financial institutions should assess the risk of specific
clients. In the event that they find these clients to be high risk, the institutions are required to
take certain measures in dealing with them.
A risk-based approach should in fact work up and down the line. A full risk-based approach,
which is what the FATF group is working at delineating, suggests not only that additional
measures should be directed at high-risk customers and high-risk transactions, but also, on the
other side, that there should be the opportunity to use less rigorous approaches toward lowerrisk transactions and clients. In our current regime, the prescriptive nature of the measures that
must be taken, particularly on the due diligence front, has resulted in a significant amount of
resources being devoted to low-risk transactions or customers. They are considered by many in
the industry to be largely a waste of time and resources. They bring about a checklist
mentality, which deters financial institutions from bringing their expertise to bear and from
placing resources where they would be most properly directed, namely, at higher-risk
customers and transactions.
We are concerned about the prescriptive nature of this approach, not only in the legislation
itself but also, prospectively, in the regulations. They prescribe procedures or activities that are
a continuation of this approach. It will not enable Canada to compete with other countries,
many of which are establishing a full risk-based approach to preventing money laundering. We
already encounter frequent situations in which Canadian financial institutions, particularly
those dealing with institutional customers and foreign dealers, are at a considerable
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competitive disadvantage. These institutions are required to undertake procedures that are not
required in other countries and that in fact prevent them from doing business, simply because
the customers in these countries consider procedures of this kind to be unnecessary and
frequently intrusive. For example, consider the part of the bill dealing with PEP, politically
exposed persons, proposed subsection 9.3(3). It outlines a number of positions that would be
required to be approved in dealing with these kinds of clients.
By “senior management” of the financial institution, it's unclear exactly how senior that might
be, but for example, if a retired or even a currently functioning family court judge in Buffalo
decided they wanted to open an account at a Canadian bank because they have a cottage there
and want to pay their utility bills, they would be forced, under these regulations, to meet
whatever these prescribed account opening and also monitoring provisions might be, including
the specific requirement to have the account approved by some senior management at the
bank. One can wonder whether a risk-based look at who the customer was and what they
intended to do wouldn't suggest that this was somewhat overboard.
November 07, 2006 [Standing Committee on Finance]

Ms. Diane Lafleur
...Just to clarify for members of the committee, the Canada Revenue Agency right now is
permitted under the law to submit a voluntary information report to FINTRAC where it is
already investigating a case of potential tax evasion. FINTRAC then would do its own
research within its database as to whether it had any information that was relevant, and if it did
and if FINTRAC had reason to believe there was a case of money laundering or terrorist
financing, they would then be allowed to disclose the information to the Canada Revenue
Agency. But that test of money laundering and terrorist financing is a crucial one from a
privacy and charter perspective, and I note that it is absent here.
Also, I would add that under the current legislation the Canada Revenue Agency can obtain a
court order in order to get additional information for FINTRAC that might be relevant for an
investigation.…
November 07, 2006 [Standing Committee on Finance]

Mr. Denis Meunier:
Thank you.
As Ms. Lafleur so clearly stated, in the case of transactions reported to FINTRAC, no
threshold applies. Therefore, a FINTRAC official to whom a transaction is disclosed may find
himself dealing with either small or large transactions. The information disclosed can vary
widely. For example, CRA may receive information about a large number of individuals and
several transactions. The threshold is no different for us than it is for a law enforcement
agency to whom a disclosure has been made. All disclosures made to CRA are also made to
law enforcement agencies because FINTRAC's main concern is money laundering or terrorist
financing. CRA does not conduct criminal investigations into money laundering, but rather
investigates cases of tax evasion.
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There is no mention of a threshold in the amendment, or of money laundering, a key
consideration in the drafting of this bill. As you also mentioned, Ms. Lafleur, CRA can also
present what is known as a voluntary information report in cases where a criminal
investigation has been launched into a particular matter. CRA can pass along this information
to FINTRAC. If FINTRAC discovers information in its database about the target of the
investigation, it has a duty to share that information—information about money laundering and
tax evasion—not only with law enforcement officials, but with CRA as well.
November 23, 2006 [Senate]
Hon. W. David Angus
...Bill C-25 contains the necessary updated measures to help in Canada's fight against money
laundering and terrorist financing activities and to enable Canada to honour its international
commitments. As honourable senators can imagine, criminals today are very much aware of
the sophisticated and fast-changing technological devices available to them. As Senator
Grafstein has repeated so often in this chamber, the criminal mind is very ingenious and is
always at work to undermine our safety and security.
Criminals know how to use these technological advances in their attempts to conceal and
launder their so-called dirty money, often through legitimate or apparently legitimate financial
systems. That was never more evident to us than yesterday when a whole coalition of law
enforcement bodies in this country joined together after a four-year study on the infiltration of
these criminal elements to make 92 arrests in Montreal and its environs. They reportedly have
reams of evidence that will enable them to break up one of the most powerful criminal
organizations in this country, including at the airport, the ports and many other spots.
Honourable senators, to make detection more difficult, these criminals are constantly changing
their tactics in an effort to avoid being caught. Therefore, we must keep our legislation,
regulations and detection devices up to date.
Honourable senators, it is our challenge today, as legislators, to ensure that Canada's
enforcement agencies have the tools to stay at least one step ahead of these criminal elements.
Indeed, the new government has made this fight a priority, and important steps have already
been taken in this regard. For example, Budget 2006 announced $64 million of new funding to
enhance and back up the work being done by law enforcement agencies. This new funding will
also help ensure the safety and security of Canadians at large.
Honourable senators, Bill C-25 complements these actions with important new provisions
designed to ensure that Canada's anti-money laundering and anti-terrorist financing regime is
able to address properly the areas of risk. More important, given that the fight against money
laundering and anti-terrorist financing goes far beyond our borders, we must ensure that
Canada's legislation also meets revised international standards and that cooperative efforts be
taken in this area.
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I believe Bill C-25 goes a long way toward providing these assurances, but we should not
underestimate the effects of money laundering and terrorist financing. As we said in our
remarks on October 31, whether the amount of illicit money in circulation in Canada today is
$10 billion or $30 billion or more, we do know that it is an astounding amount of money, and
the figure of $30 billion has been used by some of our law enforcement people when they
appeared before our committee. Money laundering and terrorist financing have the real
potential to seriously affect Canada's economy in a negative way by impacting the integrity of
our financial institutions and undermining the reputation of Canada's heretofore renowned
financial sector as a whole. Honourable senators, we must not allow that to happen.
I earnestly believe that Canadians trust their financial institutions — at least up to now they
have — and they have every reason to do so. Our banking and financial services are
exemplary and are looked up to around the world. However, Canadians must also be able to
trust their government to ensure that our financial sector is well regulated on an ongoing basis
and protected from these evil criminal elements. A healthy financial system is critical to our
country's ability to attract investment so that it can increase and sustain overall economic
growth and productivity.
Honourable senators, Canada's anti-money laundering and anti-terrorist financing regime is
recognized in the global economic community as robust. Our legislation is helping to ensure
that Canada is not a haven for money laundering and terrorist financing activities. At the heart
of Canada's anti-money laundering and anti-terrorist financing regime is the Financial
Transactions and Reports Analysis Centre for Canada, otherwise known as FINTRAC. This is
Canada's financial intelligence unit, a specialized agency created in the first iteration of this
particular legislation, the Proceeds of Crime (Money Laundering) Terrorist Financing Act.
FINTRAC is designed to collect, analyze and disclose financial information and intelligence
of suspected money laundering and the financing of terrorist activities. It was created in July
of 2000.
FINTRAC is an integral part of our engagement in the global fight against money laundering
and financing of terrorism. The centre was created to detect and deter money laundering by
providing critical information to support the investigation and/or prosecution of money
laundering offences.
In 2001, FINTRAC's mandate was expanded to include the detection and deterrence of
terrorist financing. Canada has subsequently had success in detecting suspected cases of
money laundering and terrorist financing in the intervening period. An important part of this
success has been our commitment to continue to work cooperatively and closely with our
domestic and international partners to improve the regime. That work appears to be paying off.
In 2005-06, reporting entities — that is, entities that are required legally to report to FINTRAC
— filed upwards of 30,000 suspicious transaction reports with FINTRAC. FINTRAC, in turn,
made 168 case disclosures to law enforcement agencies such as the RCMP and CSIS.
Honourable senators, our new government is committed to helping FINTRAC do its job by
maintaining a strong and comprehensive anti-money laundering and anti-terrorism financing
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regime consistent with international standards. That is what makes Bill C-25 so important. It is
a bill that requires enactment on an urgent basis. The bill updates the current legislation so that
it meets the necessary criteria that Canada has already agreed in an international forum to
adopt.
Honourable senators, allow me to briefly outline the key components of this bill. The Financial
Action Task Force, or FATF, to which Canada belongs and at the moment chairs, is the
international standard-setting body on money laundering and anti-terrorist financing.
I will come back to FATF shortly, but let me say for the moment that the measures in Bill C25 will update our anti-money laundering and anti-terrorist financing regime to be consistent
with international standards as set out by and as continually updated by FATF and agreed to
by all of its member states.
I would also stress that Bill C-25 will implement many of the recommendations contained in
our recent report to which I just referred, Stemming the Flow of Illicit Money: A Priority for
Canada. Without being too repetitive, as I mentioned on October 31, we were in the midst of
doing a statutory review of the predecessor legislation on money laundering when we found
out that this updating bill was in the pipeline. We noted that we had all this evidence and all of
the recommendations from our report. We believed it would be unfortunate if the government
were to proceed with a memorandum to cabinet in this new bill without the benefit of our
recommendation. That is why, as I said on another occasion, our report became an interim
report. It went forward, and we are assured by the officials and by in fact the Minister of
Finance, Mr. Flaherty, that our recommendations were all taken into consideration and indeed
incorporated into the bill, I believe without exception. That is encouraging in terms of the
work we do in this place.
An important element of the new measures set out in the bill relates to the sharing of
information among enforcement agencies. For example, Bill C-25 proposes to allow the
exchange of information between FINTRAC, the Canada Revenue Agency and various law
enforcement agencies such as the RCMP, to prevent, detect and disband those registered
charities that it has been discovered are being used illegally for the financing of terrorism. That
is just one example.
I indicated earlier how the fight against money laundering and anti-terrorist financing several
years ago moved on to the global stage. In this regard, Bill C-25 also proposes to allow the
sharing of information between FINTRAC and its foreign counterparts regarding compliancerelated information.
One of the difficulties encountered by FINTRAC in its initial years has been how to identify
and supervise compliance within the unregulated money service businesses and foreign
exchange boutiques. I also mentioned that I walked along Ste-Catherine Street in Montreal two
Sundays ago and counted 13 tiny boutiques, each not much more than 10 square feet in size,
and they were carrying on what they call money exchanging services. They are growing up
like Topsy all over Canada. They are unregistered and unregulated. No one knows officially
what they do, but we are told they are an integral part of this international fraudulent activity.
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Bill C-25 addresses this problem by proposing to establish a new registration and oversight
regime for these businesses. This new regime will provide FINTRAC with an important tool to
better ensure that these businesses are aware of their obligations and allow FINTRAC to more
effectively and efficiently supervise compliance. Coupled with the registration requirement, a
new offence is being created under the bill for operating an unregistered money services
business. Current legislation only allows for criminal penalties if the act is contravened.
Bill C-25 establishes a variety of monetary penalties, and I am not sure why they distinguish
monetary from criminal, but in any event it is a different type of sanction in addition to those
existing criminal sanctions, imprisonment and so on, that are in the earlier act. These will
allow FINTRAC to impose graduated penalties that will adequately reflect the nature of the
violations that they uncover.
These new monetary penalties, for example, will be used for lesser contraventions of the
legislation.
To help FINTRAC do its work effectively, Bill C-25 places the onus on financial
intermediaries to improve their client identification and record-keeping measures. These
intermediaries will also be required to undertake enhanced measures with respect to the
banking relationships of certain high-profile clients. This would include, for example, foreign
politically exposed persons. The reporting of suspicious attempted transactions will also be
required. That is "suspicious attempted," as opposed to transactions identified as such.
Honourable senators, both the Auditor General and law enforcement agencies in Canada have
identified the exclusion of legal counsel or law firms from the money laundering and terrorist
financing regime as a gap in the legislation. Under the previous law, lawyers, like many other
financial organizations, were required to report these transactions. We were told in committee
that it was suspect; it violated the Charter; it impinged on the solicitor-client privilege; that it
would be struck down by the courts and there should be another way to go. The bill was
passed as such, with the lawyers' provisions in it. The legal profession challenged it, first in
British Columbia, then in Saskatchewan, and ultimately there was a moratorium. The courts
put everything into suspense. There was an agreement with the Federation of Law Societies of
Canada. This federation has been negotiating with the Department of Finance to come to some
way around it. Therefore, the old provisions regarding lawyers have been left out of the bill.
This concerned us when we were doing our review because we realized that there was a lacuna
or a loophole.
What is in this bill is a proposal that legal counsel be required to undertake client identification
and record-keeping measures when acting as financial intermediaries as opposed to lawyers.
These measures complement the measures already in place that prohibit the receipt of cash
over $7,500 by legal counsel. This provision is enforced through provincial and territorial law
society rules of professional conduct.
These measures respect the Supreme Court of Canada's Lavallée decision, which sets out clear
procedures to allow authorities to access certain documents from the possession of lawyers.
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I want to conclude this part of my remarks by saying that I am not that comfortable that we
fully understand how the lawyers are being dealt with. We have already taken steps such that
if, as and when this chamber sees fit to refer this bill to the Banking Committee, we will have
witnesses come and explain and table the agreement that has been made with the legal
profession. When the committee went to New York, we met with the district attorney's office
of Manhattan. They said, "We are dealing all the time with the Canadian money laundering
issue." We said, "What about lawyers? Are they not the biggest source, these small law firms
where guys come in with their big schemes and they do not have to report?" They said, "What
do you mean? We monitor them all the time. They report to us." We asked, "How do you get
around the solicitor-client privilege?" It is sacrosanct in the law profession. They said, "We
differentiate between verbal communications between the solicitor and the client and
transactions that might end up in the lawyer's office." It was an interesting distinction. We
have now asked the Canadian bar and the Federation of Law Societies of Canada to tell us
whether we have the same solicitor-client privilege rules in Canada as in the U.K., France and
the U.S. The legal communities in those countries are complying. The difference, I think we
will be told, is the Charter. It is one of those cases where we are getting caught by the Charter
and the legal boys have been saying that that is one of the hooks they are hanging their hat on.
There is more to be reported on this subject and it is a concern.
To increase the usefulness of FINTRAC's disclosures, the range of information that can be
disclosed will be expanded, as well as the list of disclosure recipients. This list would include
the Communications Security Establishment and the Canada Border Services Agency.
In this regard, honourable senators, it is important to emphasize that Canada's new government
recognizes how essential it is to protect the privacy rights of Canadians. As this bill came
through the other place the other day, our learned colleague Senator Grafstein went to the
other place and testified at the committee. He said that there was nothing in the bill about
privacy.
We had special meetings with the Minister of Finance. I am happy to report that the
government introduced an amendment as a result of these interventions that is satisfactory to
us and privacy is now protected. The Standing Senate Committee on Banking, Trade and
Commerce highlighted the importance of protecting the privacy of Canadians in the interim
report I spoke about earlier.
Accordingly, as I said, Bill C-25 was ultimately amended at the behest of the government in
the other place so the Privacy Commissioner now, under the law, will conduct a review every
two years of the measures taken by Financial Transactions and Reports Analysis Centre of
Canada, FINTRAC. It is a kind of oversight of FINTRAC. Under the original statute, the
Minister of Finance was the supervisor, period, but we said no, we need more oversight to
preserve the privacy rights.
This Privacy Commissioner will perform the review every two years to make sure FINTRAC
protects the private information it receives or collects and that the review be tabled in
Parliament on a regular basis. This review will further strengthen existing safeguards already
in place in this country to protect the privacy rights of Canadian citizens.
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For example, FINTRAC is actually at arm's length with, and independent from, the law
enforcement agencies that are entitled to receive the information, so there are provisions there.
As well, only limited personal information such as key identifying information and publicly
available information may be disclosed to police and other designated enforcement agencies.
In short, honourable senators, I am pleased to assure you that the proposals in this bill appear
to strike a balance between the privacy rights of Canadians and the need for the appropriate
law enforcement in this critical area. The bill does so in a manner that is consistent with the
Charter of Rights and Freedoms and the Privacy Act. I am pleased to note as well, honourable
senators, that this bill has benefited greatly from our interim report.
I will now make a few final remarks about the leading role that Canada is taking in the global
effort to combat terrorist financing and money laundering. Canada's financial sector enjoys a
global reputation for its integrity and stability, and our government wishes to ensure that this
fine international reputation remains untarnished.
As I mentioned earlier, as a member of the G7 group of countries we belong to the Financial
Action Task Force, FATF. This body was established by the G7 in 1989 to delineate global
anti-money laundering and antiterrorist financing standards. The FATF now plays a critical
role in deterring terrorist activity and money laundering. It does this by developing standards
that will enable governments to cut off the financial resources that fund these illegal
organizations and activities.
Canada, as I said, is an active participant in FATF, and Canada is currently the president. We
played a significant role in developing the standards that are designed to starve these criminals
of the cash they need to operate. Recently the FATF held important meetings in Vancouver.
These standards are known as the 40
Recommendations on Money Laundering and 9 Special Recommendations on Terrorist
Financing. An important element of Bill C-25 is that it will enable the commitments Canada
made at FATF to be implemented so we can comply immediately with these FATF standards.
Moreover, this bill will allow Canada's anti-money laundering and terrorist financing regime
to remain consistent with those of the other G7 partners. In other words, honourable senators,
with the enactment of this bill, our international partners can continue to count on Canada to
do its part.
In summing up, these remarks have illustrated how important the measures in this bill are. I
hope honourable senators will agree with me. If an up-to-date anti-money laundering regime is
not securely in place, our well-respected financial institutions could unwittingly be involved in
criminal activity. Evidence of any such activity would have a damaging effect on how our
financial sector is perceived not only by Canadians but by our trading partners. Our financial
sector plays a significant role in the success of our economy. Our prosperity and security
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depend on Canada's government taking decisive action to ensure that the reputation of these
fine financial institutions remain untarnished.

Economic Action Plan 2013 Act No. 2 (Bill C-4)
Citation

2013, c. 40

Royal Assent

December 12, 2013

Provisions
Amended

11, 65

Hansard

N/A

Economic Action Plan 2014 Act, No. 1 (Bill C-31)
Citation

2014, c. 20

Royal Assent

June 19, 2014

Provisions
Amended

2, 3, 5, 5.1, 9.3, 9.31, 9.4, 9.7, 9.8, 11.1, 11.11, 11.12, 11.13, 11.14, 11.17, 11.41,
11.42, 11.44, 11.45, 11.6, 11.8, 12, 24.1, 25, 25.1, 25.2, 36, 40, 52, 53, 53.1, 53.2,
53.3, 54, 54.1, 55, 55.1, 56.1, 58, 58.1,65, 65.01, 65.02, 66, 68.1, 71, 72.1, 73, 74

Hansard
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April 02, 2014 [House of Commons]
Mr. Andrew Saxton (Parliamentary Secretary to the Minister of Finance, CPC)
... Strengthening Canada's anti-money laundering and anti-terrorist financing regime and
adding measures to fight tax evasion, ensuring that all Canadians pay their fair share…
April 03, 2014 [House of Commons]
Mrs. Patricia Davidson (Sarnia—Lambton, CPC):
Canada's financial system is widely considered one of the most resilient and best-regulated in the
world. For the sixth year in a row, the World Economic Forum has recognized our banking system as
the soundest in the world. Moreover, five Canadian financial institutions were among the top 20 in
Bloomberg's most recent list of the world's strongest financial institutions, which is more than any
other country.
Since the start of the global financial crisis, the government has implemented a number of
measures to maintain Canada's financial sector advantage. These measures are designed to reinforce
the stability of the sector and to encourage competition. Today's legislation proposes new initiatives
that would build on Canada's financial sector advantage.
We have Canada's anti-money-laundering and anti-terrorist-financing regime. This measure, as I
have just said, concerns strengthening Canada's anti-money-laundering and anti-terrorist-financing
regime. Our government is committed to a strong and comprehensive regime that is at the forefront
of the global fight against money laundering and terrorist financing and that safeguards the integrity
of Canada's financial system and the safety and security of Canadians. Canada's regime remains
strong and effective and is consistent with international standards. However, it is important to
continually improve Canada's regime to address emerging risks, including virtual currencies, such as
Bitcoin, to strengthen Canada's international leadership in the fight against money laundering and
terrorist financing.
Following an extensive multi-year review process, our government is proposing various updates,
including enhancing the ability of the Financial Transactions and Reports Analysis Centre of Canada, or
FINTRAC, to disclose to federal partners threats to the security of Canada, consistent with the
government's response to the Commission of Inquiry into the Investigation of the Bombing of Air
India Flight 182. This measure would help keep Canadians safe and would strengthen our financial
institutions against white-collar crime.
Next, let us talk about the co-operative capital markets regulator. While Canada's financial system
has been rated one of the soundest in the world, we have a capital markets regulatory system that
can and must be improved. At a time when talented people and sought-after capital are flowing
across borders as never before, competition in financial markets today is fierce. If we want Canadians
to succeed in the global marketplace, we need to continually improve our system. Critics of the
current system believe that it is overly complex, inefficient, and a barrier to foreign investment in
Canada, and they are right. That is why, last September, our government and the Governments of
British Columbia and Ontario agreed to establish a co-operative capital markets regulator. In fact,
Terry Campbell, president of the Canadian Bankers Association, applauded today's move by the
Governments of Canada, British Columbia, and Ontario to establish a co-operative capital markets
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regulator, which would offer improved investor protection and greater efficiencies in capital markets
in participating provinces.

May 01, 2014 [Standing Committee on Finance][Entire Exchange]

Hon. Scott Brison:
Okay.
I have a question on the offshore tax informant program. This program was launched in January
2014. How much money is this program expected to bring in? Has the government set any targets?
Budget 2013, which announced the program, didn't include any estimates.
Mr. Ted Cook:
I think in fact there are no specific targets as yet with respect to the amount of money to be
brought in. There is some experience with the U.S. having its own programs. In at least one of their
programs they have raised between $93 million and $250 million a year on their program since 2006.
Hon. Scott Brison:
For Canadians following this committee today, there may be some questions about the state
supporters of terrorism and which countries this measure would apply to. But also, what is the
process of adding a country to the list as a supporter of terrorism?
Mr. Miodrag Jovanovic:
I can't really talk about the process of that act because I'm obviously not an expert in that domain.
But what I can tell you is that there is already a robust legal framework for addressing terrorist
financing and a very strong legislation regulating charities that protects the sector from potential
abuse. Obviously terrorist financing is a complex and multi-faceted issue, and that framework already
includes legislation including the Criminal Code, the Proceeds of Crime (Money Laundering) and
Terrorist Financing Act, and the Special Economic Measures Act.
What this measure in the budget does is add another piece of legislation to that tool box, if you will.
But I cannot really talk more about the process for listing these countries under that act.

May 01, 2014 [Standing Committee on Finance][Entire Exchange]

The Chair:
Thank you, Mr. Saxton.
I just wanted to pose some very basic questions here. I'm getting a fair amount of correspondence
on this, as you can imagine. When I'm phoning people back I'm asking if they are talking about FATCA
or the IGA. Many people actually believe FATCA is Canadian legislation that is somehow included in
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Bill C-31. So when I explain the difference in that FATCA is U.S. legislation that takes effect whether
the Canadian government acts or not and the IGA is in fact a response to that....
You stated very clearly before this committee that we didn't have the choice of doing nothing. But
just for argument's sake suppose the Canadian government did not negotiate the IGA and suppose for
argument's sake the Canadian financial institutions chose not to comply with FATCA. If they just said
they were not going to comply with this U.S. legislation what would be the repercussions to those
institutions and thus to Canadians?
Mr. Brian Ernewein:
Thank you.
First of all can I just make a comment?
The Chair:
Yes.
Mr. Brian Ernewein:
I think people do confuse FATCA with IGA, where in fact the IGA displaces FATCA. It says instead of
FATCA we'll do this, so that is an important point.
I would also say that as a result of FATCA and the discussion around it and FBAR a couple of years
ago I think there are a number of Canadians, accidental Americans, or otherwise, who are kind of
becoming aware of the issues of U.S. citizenship taxation. So that's an issue more generally. It doesn't
relate to this but it's spurred on by this.
I just wanted to say that quickly.
Now I'll answer your question.
The Chair:
You are correct because many people actually link all of those issues together.
Mr. Brian Ernewein:
I think that's right.
So in the absence of an IGA—and I don't want to sound apocalyptic but there were very serious
issues. The U.S. said it was about exchange of information and it's always been about the exchange of
information but their penalty, their lever, under FATCA to get information was to impose a 30%
withholding tax on payments made from the U.S. to foreign financial institutions. It was a wide range
of payments, not just interest and dividends but possible derivative transactions and other things. To
be apocalyptic for a moment, it appeared to us and to people and our colleagues in the financial
sector area that it essentially would shut out a bank or other financial institution from any interaction
with the U.S. markets. I don't think that was the U.S. goal but it could have been the effect.
Also, for those financial institutions that wanted to comply with FATCA and found some way to
overcome the privacy conflicts that we think existed with doing it, their clientele would have been
subject to not just the same requirements as this legislation but much more onerous requirements.
All of their accounts, including registered accounts, would have been subject to examination and the
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account closure could have been a consequence of it and withholding tax could have been applied by
them. Ostensibly there would have been a debate about this but in fact the Canadian financial
institution would have been required to withhold payments made to its own Canadian customers on
behalf of the United States.
I don't mean to go overboard but I think there would have been real serious consequences for the
financial system generally and it would not be a better world for Canadian financial institutions or for
Canadian customers.
The Chair:
I appreciate that clarification.
So for a financial institution, say like TD Bank, which is headquartered here in Canada and has more
branches in the United States than it has in Canada, something we should be proud of, let's say they
as an institution said they were not going to comply with FATCA. It seems to me that's not even an
option for them. What would be the repercussions for that institution if they chose not to comply
with the U.S. legislation?
Mr. Brian Ernewein:
I think that any of their U.S. presence would have been separate and apart from this but in relation
to their Canadian operations and indeed their third country operations outside of the U.S., it would
have been as I described. That is to say, they would have had these issues with either being in some
sense shut out of the U.S. market or having to do the same thing as the intergovernmental agreement
would require but on a much wider scope and on a much more onerous basis.
Mr. Kevin Shoom:
I'll just add that part of the FATCA withholding that could have potentially applied to a Canadian
financial institution, let's say with U.S. subsidiaries, is that any remittances from the U.S. to Canada
associated with those subsidiaries could have been subject to the 30% withholding tax. If a Canadian
financial institution were attempting to access liquidity through dividends from the foreign affiliate,
from the U.S. affiliate, or through loans from that foreign affiliate, those could potentially have been
subject to a withholding tax. Potentially also, if the financial institution attempted to divest itself of
those U.S. assets, then the withholding tax could have applied to the gross proceeds associated with
that divestment.
The Chair:
I only have about a minute left, and the other topic I think is going to take a longer time, but the
committee has received a brief from Moodys Gartner Tax Law.
Have you, as department officials, been aware of their concerns? I don't think you'll have time to
address them here with respect to the definition of financial institutions, but do you want to provide
a short comment now and then perhaps provide something in writing to the committee to address
that?
Mr. Brian Ernewein:
We are aware of the comment. I can give you a moment now, and then we can see where that
takes us.
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Yes, we are aware of their view. It's that we haven't fully complied with, effectively, our
commitment and agreement with the United States and what we've done in our implementing
legislation. We, in fact, think we have.
To give you a very quick overview of it, the intergovernmental agreement has a definition of
financial institution with some subdefinitions. What we have done in our implementing legislation is
to say that there's a specific list of regulated financial institutions that are required to report under
the intergovernmental agreement, under our implementation of it. They're suggesting that we've left
some stuff off the list, that there's something in the intergovernmental agreement in relation to the
definition of a financial institution that is not captured in our list.
The difference seems to be based on the fact that the intergovernmental agreement has kind of a
functional definition of what a financial institution does, that is, describing it by its operations, and
then says it's to be informed by the Financial Action Task Force's definitions of financial institution.
We've taken that Financial Action Task Force definition, which is found in our own anti-money
laundering legislation—I'm getting to the end shortly—and we think that actually does conform with
the agreement and delivers what was intended.

May 06, 2014 [Standing Committee on Finance][Entire Exchange]
Hon. Joe Oliver (Minister of Finance):

Mr. Chairman, I would like to turn to the financial sector. It plays a fundamental role in transforming
savings into productive investments in the economy. Bill C-31 proposes new initiatives that will build
on Canada's financial sector advantage.
First, our government is at the forefront of the global fight against money laundering and terrorist
financing, and implementing measures that safeguard the integrity of Canada's financial system and
the safety and security of Canadians. That is why Bill C-31 will enhance the ability of the Financial
Transactions and Reports Analysis Centre of Canada, FINTRAC, to disclose to federal partners threats
to the security of Canada.
Mr. Chairman, while Canada's financial system has been rated one of the soundest in the world, it
has the only capital markets regulatory system in the world that does not have a single national
securities regulator. Critics of the current system believe that it is overly complex, inefficient, and a
barrier to foreign investment in Canada, and they are right.
That is why, last September, our government and the governments of British Columbia and Ontario,
agreed to establish a cooperative capital markets regulatory system. The cooperative system will
better protect investors to enhance enforcement, support more efficient capital markets, and more
effectively manage systemic risk. Our government invites all provinces and territories to participate in
the implementation of the cooperative system.
Bill C-31 includes a measure to make payments to participating jurisdictions that will lose net
revenues as a result of the transition to the cooperative system.
Finally, Mr. Chairman, our legislation builds on previous actions by our government to support
families and communities, and improve the quality of life for hard-working Canadians. Specifically, Bill
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C-31 proposes to increase the maximum amount of the adoption expense tax credit to $15,000 to
help make adoption more affordable for Canadian families.
The bill would also introduce a search and rescue volunteers tax credit, for search and rescue
volunteers who perform at least 200 hours of service in a year.
It proposes to exempt acupuncturists and naturopath doctors' professional services from the
GST/HST.
It would also expand the current GST/HST exemption for training that is especially designed to help
individuals cope with a disorder or disability.
And finally, it would enhance access to employment insurance sickness benefits for claimants who
receive parents of critically ill children and compassionate care benefits.
In summary, the economic action plan is working. It's creating jobs, keeping the economy growing,
and returning to balanced budgets. By staying the course, and sticking to our proven economic action
plan, Canada remains on track for a more prosperous future.
Now I invite questions from the committee. Government officials have also joined us today to
answer any questions you may have about this bill. Thank you very much.

May 06, 2014 [Standing Committee on Finance][Entire Exchange]

Mr. Gerald Keddy:
Thank you for that.
My next question is on tax non-compliance, in particular money laundering and terrorist financing.
Those are issues that governments have struggled with for many years. By the very fact that these
activities are hidden and occur, not only under the table but also away from the regulatory bodies,
makes it very difficult to combat. However, Minister, can you explain what we've done to address
non-compliance in the tax system, and especially to combat money laundering and terrorist
financing?
Hon. Joe Oliver:
A well-functioning tax system is essential to keep Canada positioned as an attractive place to work,
to invest, and to do business. Since 2006, we've introduced measures, including in this bill—over 85
measures—to improve the integrity of Canada's tax system. They include actions to address
aggressive international tax avoidance by multinational enterprises. Also, they include amendments
to prevent input tax credit claims that exceed taxes actually paid. In total, these measures to address
international tax avoidance, improve integrity, strengthen compliance, and enhance the fairness, now
provide savings of $44 million in 2014-2015, rising to $450 million in 2018-2019, for a total of $1.8
billion, this year and in the following five years.
In respect to money laundering and terrorist financing, our government is committed to a strong
and comprehensive regime that is at the forefront of the global fight against money laundering and
terrorist financing. We're taking concrete steps to ensure the integrity of our financial system, and the
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safety and security of Canadians. To strengthen this regime, the bill will improve monitoring
compliance and enforcement, it'll close the gaps of the regime—such as online casinos, persons and
entities that deal in virtual securities, currencies, and foreign money services—and it'll strengthen
information sharing, such as allowing FINTRAC to disclose to federal partners issues related to threats
to national security.
Mr. Gerald Keddy:
Thank you, Minister. I know—
The Chair: You have 30 seconds.
Mr. Gerald Keddy: Okay, I'll try to be quick.
On the Foreign Account Tax Compliance Act, or FATCA, we know that Americans have always had to
pay income taxes in the United States, even when they've lived abroad. The U.S. has been much more
aggressive in tracking down such compliance with the FATCA program, but there's a lot of
misinformation out there that somehow this applies to Canadian citizens. Can you explain who is
actually targeted by the FATCA legislation?
The Chair:
Minister, a brief response, please. I assume we'll come back to it later.
Hon. Joe Oliver:
The brief response is that it only applies to U.S. citizens.
The Chair:
Okay. Thank you very much, Mr. Keddy.

May 8, 2014 [Standing Committee on Finance][Entire Exchange]
Mr. Dennis Howlett (Executive Director, Canadians for Tax Fairness):
Thank you for this opportunity to comment on the parts of Bill C-31 related to tax havens.
We support the implementation of several measures that aim to go after tax cheats using tax
havens that were announced in the 2013 and 2014 federal budgets, which are contained in Bill C-31.
But we feel these limited measures do not go far enough in dealing with what is a growing problem.
We would like to suggest some additional measures that should be considered if the government is
serious about going after tax cheats using tax havens.
First of all, we welcome the improvements to the Canada Revenue Agency's ability to provide
feedback to the Financial Transactions and Reports Analysis Centre of Canada and to law enforcement
agencies. These are fairly minor changes, but they will help make enforcement more efficient. There
may be some reduced privacy aspects here, but we feel they are justified in view of the social benefit
as a whole.
Second, in terms of reporting, some of the changes on tightening up provisions and the regulation
of electronic transfer of funds are also a welcome step, especially including casinos, which are a
preferred method of money laundering. Tax cheaters and organized crime syndicates are always

Appendix B - Page 207

Commission of Inquiry into Money Laundering in British Columbia

trying to find ways to circumvent the regulations, so it is logical that the government should be always
trying to stay a step ahead and close off any holes in the monitoring system.
Third, on the offshore tax informant program, information from informants is one of the ways in
which tax authorities are able to lift the veil of secrecy that is the hallmark of tax havens and identify
individuals and companies that are evading paying their fair share of taxes. But we should not expect
that this program is going to result in that many convictions.
The IRS Whistleblower Office in the U.S. just published a 2013 report that shows the U.S. collected
$367 million as a result of whistle-blower information from just six cases last year. There were 12
cases in 2012, and a slightly larger amount of money was collected. Canada is roughly 10% of the U.S.
economy, so we are not likely to see more than a few cases in a year.
The U.S. Whistleblower Office annual report also notes that cases typically take five to seven years
from receipt of submission to be settled and claims paid, so it may be a number of years before we
will see any tangible benefits to Canada.
Maybe the most important aspect of this measure may be the deterrent effect, which will be hard
to quantify. But in order to maximize the deterrent effect of this measure, the government needs to
do a more energetic job of public promotion and education. This is one program where spending
some public advertising dollars, raising awareness about this program, would be justified.
The other issue that needs to be addressed is the protection of confidentiality of whistle-blowers
coming forward. I have personally been contacted by several potential whistle-blowers who were
seeking information on how they should go about accessing the offshore tax informant program, but
were very worried about their safety. I know there are some provisions to protect tax confidentiality,
but the CRA website does not give adequate assurance, and the government needs to do more to
reassure potential informants.
The tax haven problem is growing, as we have recently shown in a Statistics Canada report on direct
offshore investment abroad. They are up 10% over last year.
On some of the additional measures that we feel are needed, one would be to provide the CRA
information needed by the Parliamentary Budget Office to complete a tax gap estimate. Second,
increase the capacity of the Canada Revenue Agency to go after tax cheats. Third, make amendments
to the general anti-avoidance rule to include a clear statement that economic substance is required in
any transactions to be considered. Fourth, Canada needs to support substantive reforms of the
international corporate tax rules that are being developed through the OECD base erosion and profit
shifting process.

May 13, 2014 [Standing Committee on Finance][Entire Exchange]

Mr. Marc-André Pigeon (Director, Financial Sector Policy, Credit Union Central of Canada):

Thank you Mr. Chair and honourable members of the committee for this opportunity to share with
you our thoughts on Part V of Bill C-31.
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As you know, Part V implements an intergovernmental agreement on FATCA, or the Foreign
Account Tax Compliance Act.

[English]
Before addressing our views on this agreement allow me to begin by making a few preliminary
remarks regarding the role of my organization, Canadian Central and, more generally, the credit union
system in Canada.
Canadian Central is a national trade association for its owners, the provincial credit union centrals.
Through them we provide services to about 330 affiliated credit unions across Canada. These credit
unions currently operate in more than 1,700 branches, serve 5.3 million members, hold $160 billion in
assets and employ about 27,000 people.
Credit unions in Canada come in all shapes and sizes, as you probably know. Our smallest credit
unions such as iNova Credit Union in Halifax, Nova Scotia has less than $30 million in assets and only
10 employees. Our biggest credit unions, such as Vancity in British Columbia, has just under $20
billion assets and employs thousands of people.
But even our biggest credit unions are small next to the country's biggest banks which are at least
20 times bigger than Vancity, for example. This disparity means that new regulations like FATCA can
pose a real challenge to all credit unions big and small alike. While the government is to be
congratulated on signing an agreement that mitigates some of the regulatory burden of FATCA, we
have some concerns.
Our major concern at this point is that the unavoidable regulatory burden imposed by FATCA may,
in the near future, be compounded by the OECD's efforts to create a single, unified standard for
automatic exchange of financial account information. Specifically, we worry that credit unions will
end up with two different tax compliance regimes. We'll have an intergovernmental agreement on
FATCA that includes some exemptions for smaller financial institutions like credit unions and we'll
have the OECD requirements which, to date, do not contemplate any such exemptions and, though
modelled on FATCA, appear to require significantly greater reporting. For that reason we're
encouraging the federal government to hold strong to the view expressed in a recent declaration
which it signed, that the OECD's multilateral approach “not impose undue business and
administrative costs”.
For us, that means including small institution exemption thresholds, harmonizing the OECD rules
with FATCA, and not having to file the same information—or worse yet, different information—with
two different organizations.
The second issue we want to discuss has to do with regulatory burden more generally. Last year we
conducted a survey of affiliated credit unions to gauge the impact of regulatory burden on the
system. We found that small credit unions, those with fewer than 23 employees, like iNova Credit
Union, for example, devoted fully 21% of their staff time to dealing with regulatory matters, whereas
bigger credit unions, like Vancity with more than 100 employees or thousands of employees, only
averaged about 4% of their full-time staff on compliance issues.
These results show that regulatory burden, like that imposed by FATCA, disproportionately harms
smaller financial institutions and hurt their ability to compete, even with some of the exemptions and
thresholds embedded in the intergovernmental agreement.
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Our survey also found that the number one regulatory burden for credit unions comes from federal
rules around anti-money laundering and terrorist financing. To date, the federal government has
resisted applying its red tape reduction strategy to these regulations because apparently the rules do
not affect small businesses. The fact is, however, that credit unions are the small businesses in the
financial service sector and we are affected.
So, we're asking that the federal government revisit these rules to help offset the FATCA regulatory
compliance burden faced by credit unions. We believe this request is consistent with the federal
government's one-for-one regulatory burden initiative which is designed to offset new regulations
which the elimination of older ones.

(1540)
[Translation]
To conclude, we wish to thank the committee for the opportunity to participate in its review of
Bill C-31, and Part V in particular.
Our general view is that the federal government has made the best of a bad situation in negotiating
its intergovernmental agreement on FATCA. We are asking that it continue to be sensitive to the
needs of smaller financial institutions in the negotiations with its OECD partners, and that it more
diligently apply its red tape reduction approach to the anti-money laundering and terrorist financing
rules.
I look forward to your questions.

May 13, 2014 [Standing Committee on Finance][Entire Exchange]

Mr. Ralf Hensel (General Counsel, Corporate Secretary and Director of Policy, Investment Funds
Institute of Canada):
Good afternoon.
As you've heard, I am Ralf Hensel, general counsel, corporate secretary, and director of policy at the
Investment Funds Institute of Canada. I thank the committee for inviting IFIC to participate in its
consideration of Bill C-31 and I'm privileged to be its representative here today.
IFIC is the trade association representing the Canadian mutual funds industry. The fund managers,
fund distributors, and service providers to the Canadian industry all contribute to IFIC's work.
Canadians currently entrust more than $1 trillion of their assets in mutual funds. The industry takes its
responsibilities to these investors very seriously.
IFIC's interest is in Bill C-31's implementing legislation for the intergovernmental agreement
between Canada and the United States concerning FATCA. Recognizing that non-compliance with
FATCA is not a realistic option, we have advocated for requirements that impose the least possible
burden and cost on mutual fund investors specifically and on the industry generally.
As you are aware, the U.S. imposes income tax based on U.S. citizenship regardless of jurisdiction of
residence. As such, FATCA applies to U.S. citizens resident in Canada. We support the federal
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government's work and negotiations with the U.S. that have led to completion of the IGA on this
initiative.
We believe the IGA is essential. It minimizes impact by reducing the number of Canadian investors
who will be impacted by FATCA, the number of accounts that will be reported to the Internal Revenue
Service, and the amount of administration and re-documentation that will be required.
The IGA will also significantly reduce the costs to implement FATCA, costs that are ultimately borne
by investors. In fact, without the IGA, Canadian investors may have their access to U.S. financial
assets, held either directly or through mutual funds, significantly curtailed or have the rates of return
on such assets significantly reduced.
Let me elaborate.
Under the IGA, all of RRSPs, RRIFs, PRPPs, registered pension plans—you've heard the list—all the
way to TFSAs are exempted from any documentation or reporting requirements under FATCA. The
benefits to fund investors are clear: millions of mutual fund accounts will be exempt from FATCA
reporting. Investors will not be asked to provide any additional information to document or
demonstrate their non-U.S. taxpayer status in any such accounts.
Without the IGA, Canadian financial institutions would each need to sign an agreement with the IRS
that would prevent them from opening or maintaining accounts for investors who do not provide
sufficient information about their U.S. taxpayer status. The IGA eliminates any need to refuse or to
open new accounts or to close existing accounts.
FATCA requires tax information on U.S. investors to be sent directly to the IRS. If to do so would
breach domestic privacy laws, the regulations require the financial institution to obtain from every
impacted investor a waiver or consent allowing the institution to send their tax information to the
IRS. We believe this is a virtual impossibility.
Financial institutions would eventually be required to close the account of every investor not willing
to provide a waiver. Under the IGA, the information will be sent to the Canada Revenue Agency,
which will forward it to the IRS under established intergovernmental protocols.
Canadian financial institutions that cannot comply with FATCA requirements would be subject to a
30% withholding tax on any U.S.-source income. This would significantly reduce the returns of all
investors in Canadian funds that hold securities generating such income.
The IGA for practical purposes removes the threat of withholding taxes, since reporting will be
taking place. Without the IGA, investor accounts would need to be re-documented every few years at
substantial inconvenience and cost. Under the IGA, an investor need only fill in the form once. It
remains valid unless the investor's status changes.
Finally, the IGA gives the Canadian government and the CRA authority to set the rules for FATCA
implementation in Canada. With industry, rules have been developed consistent with FATCA
principles but tailored to reduce the scope of impact for Canadian investors. For example, mirroring
well-established industry practices used to comply with anti-money laundering identification—
The Chair:
You have one minute.
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Mr. Ralf Hensel:
—and reporting requirements should result in an efficient process, with reduced administrative
burden and costs. This benefits both investors and those who must administer FATCA.
I wish to leave no doubt that even with the IGA and the implementation regime established by the
legislation, the impact on the industry and its investors remains very significant. However, as I've
noted, FATCA compliance without the benefit of the IGA would multiply that impact and cost many
times over.
I thank you for your time and look forward to your questions.

May 14, 2014 [Standing Committee on Finance][Entire Exchange]

Ms. Chantal Bernier (Interim Privacy Commissioner, Office of the Privacy Commissioner of Canada)

… First, the Proceeds of Crime (Money Laundering) and Terrorist Financing Act—the PCMLTFA—will
be modified in a way that broadens the amount of personal information collected and increases
information sharing capabilities and requirements by the Financial Transactions and Reports Analysis
Centre of Canada, FINTRAC.
I'm encouraged, however, by the provision of Bill C-31 that requires FINTRAC to destroy the
personal information it receives that is not related to the suspicion of criminal or terrorist activity.
This corresponds to our recommendations in our audits of FINTRAC.
…

May 27, 2014 [Standing Committee on Finance][Entire Exchange]

Mr. Matthew McGuire (Chair, Anti-Money Laundering Committee, Chartered Professional
Accountants of Canada):
Thank you very much.
My name is Matthew McGuire, and I am the chair of the anti-money-laundering committee of the
Chartered Professional Accountants of Canada. I'm a CPA, a member of the Department of Finance's
public-private advisory committee on AML and ATF, and a partner and the national anti-moneylaundering practice leader at MNP LLP.
We appreciate the opportunity to provide input on the amendments to the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act proposed by Bill C-31. My comments today focus on
the issues relevant to accountants and accounting firms arising from the proposed amendments and
certain areas where there are amendments that we hope to see.
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The Financial Action Task Force, of which Canada is a member, released its updated
recommendations in February 2012. We're concerned that the proposed amendments would not
completely align the PCMLTFA with the expectations of accountants and accounting firms articulated
in those recommendations. In particular, FATF recommendation 22 sets an expectation that antimoney-laundering obligations for accountants should be triggered when they prepare for or carry out
transactions for their clients concerning the following activities that we believe should be covered:
the organization of contributions for the creation, operation, or management of companies; and the
creation, operation, or management of legal persons or arrangements.
One of the greatest challenges in complying with the anti-money-laundering legislation is the
determination of “reasonable grounds to suspect” in the case of a suspicious transaction report for
money laundering or terrorist financing. Reporting entities need information to confirm whether their
basis for suspicion of money laundering or terrorist financing is valid in order to develop meaningful
processes for risk and transaction monitoring following the submission of those reports. The
amendment in the bill that provides FINTRAC the ability to make public their involvement in cases
where they make disclosures and there was a prosecution is laudable, but we think it could be
expanded to make public any details of suspicious transactions and the indicators that supported the
disclosure and their characteristics, of course without identifying the person who submitted it. That
intelligence would surely help reporting entities, from accountants to banks to credit unions, improve
their monitoring and reporting practices.
We are also concerned about proposed section 68.1 of Bill C-31. It would permit FINTRAC to file
with the court suspicious transaction reports and other voluntary reports in the case of any action,
suit, or legal proceedings brought or taken under the PCMLTFA. We submit that in the case of such
filings, the details about the reporting entity—the folks who submitted the report—should be sealed
so as to not discourage suspicious transaction reporting volumes and quality for fear of public scrutiny
of those reports.
We'd also like clarity on the ministerial countermeasures with regard to the regulations that
support those countermeasures. The full range of possible countermeasures is not known; therefore,
we're concerned about the practical extent to which our members will be able to design systems and
processes quickly to adhere to them, and the agility they require in that respect. We would ask that
any regulation supporting these measures would provide sufficient lead time for compliance with the
directives.
Common among reporting entity sectors, from banks to real estate brokers to dealers in precious
metals and stones, is a frustration with identification standards, particularly in cases where the client
does not present themselves physically for identification. Altogether, the program of client
identification is not proportionate to risk, is burdensome compared with the regimes in other
countries, and doesn't appear to be addressed in this bill. We understand, however, that the
Department of Finance is addressing it in the course of regulations. We fully support a move towards
a more practical and risk-based approach to knowing who we're dealing with.
In closing, we'd like to outline some of the changes we'd like to see as time moves on. Under the
current regulations of the act, an “accountant” means a chartered accountant, a certified general
accountant, or a certified management accountant. When the unification of the profession is
complete across the provinces, we would like the act to reflect that renaming as well as the change
from the CICA handbook to the CPA Canada handbook.
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The Chair:
You have one minute left.
Mr. Matthew McGuire:
Additionally, we suggest that there are those in the accounting profession, who practise the
accounting profession, who are not provincially regulated, such as those with foreign accreditations.
We believe they should be subject to the act to address the money-laundering risks they pose as well.
We appreciate your consideration of the issues we've identified today in the course of your review
of Bill C-31. We'd be delighted to answer any questions.
Thank you.

May 27, 2014 [Standing Committee on Finance][Entire Exchange]
Mr. Gerald Keddy: There's a Leaf comment; I'm still hurting on it, okay?
Mr. McGuire, in your role as chair of the anti-money-laundering committee at the Chartered
Professional Accountants of Canada, I'm sure you've had a chance to look at what we've done in this
budget. The number of changes to the Proceeds of Crime (Money Laundering) and Terrorist Financing
Act that are embedded in here are certainly important for the Canadian government to be able to
collect taxes that have been delinquent and deliberately not paid and to really look at international
crime and terrorist activity.
We've put in a number of amendments here. First of all, we've strengthened the customer due
diligence standards, including for politically exposed foreign and domestic persons. We've closed the
gaps of the regime, such as online casinos, to persons and entities that deal in virtual currencies and
foreign money services businesses. We've improved compliance monitoring and enforcement. We've
strengthened information sharing. For instance, we allow FINTRAC to disclose to federal partners on
threats to national security. We've repealed the regulation-making authority pertaining to the
ministerial directive power, under part 1.1 of the act, in order to bring part 1.1 into force, and other
technical amendments there.
Understanding the nature of what we're dealing with, the underground activity that we're dealing
with, and the difficulty of dealing with that, in your assessment I would hope you'd think these
amendments go some way in the right direction to actually dealing with this type of criminal activity.
But is there anything else we could add to that list?
Mr. Matthew McGuire:
Thank you very much for your question.
I do agree that the amendments go a long way in the right direction. One of the important things
from my perspective is how far the amendments go to align with the international standards. I would
say they get us almost all of the way there.
Where I think we should focus going forward is on effectiveness. In the next evaluation, the FATF
will evaluate Canada's measures to control money laundering. By most estimates, about $55 billion is
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laundered through Canada every year. They will be evaluating not just whether or not our program
conforms to their standards but whether or not we're achieving the things we look to achieve.
There are two things that I think are important in that regard. The first is the ability to track our
effectiveness. The second is a greater emphasis on civil forfeiture regimes. I'm not sure I'd comment
on budget implementation act measures themselves, but I do think more resources in Canada should
be put into the prosecution side of things and the civil forfeiture side of things. At the moment, we
have the equivalent of a firehose going into a garden hose. FINTRAC is producing incredible
intelligence in thousands of cases. We need to be able to act on them in an appropriate way.

May 29, 2014 [Standing Committee on Finance][Entire Exchange]

The Chair:
Thank you so much.
We are on division 19, Money Laundering and Terrorist Financing, clauses 254 to 298.
Colleagues, I do not have any amendments for this division, so I'm looking for suggestions on how
to group these clauses.
Monsieur Caron.
Mr. Guy Caron:
We wish to speak to clause 258.
The Chair:
Okay. Can I group clauses 254 to 257?
Mr. Guy Caron: Yes.
(Clauses 254 to 257 inclusive agreed to)
(On clause 258)
The Chair: Mr. Rankin.
Mr. Murray Rankin:
Thank you, Mr. Chair.
In our view, this clause dramatically expands the monitoring of financial transactions from many
Canadians and their family members and close associates. Included in the list, as you'll know, are
judges, legislators, heads of government agencies, so this is a significant expansion of the monitoring
of Canadians' personal financial information. We object to it being buried in a 359-page omnibus bill.
Twice the Privacy Commissioner of Canada has raised concerns about the potential violation of
personal privacy under the FINTRAC system. The government has not addressed these serious
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questions. Frankly, it's alarming that they're trying to push this through under cover of a bill that
changes more than 60 pieces of legislation.
We cannot and will not support such an initiative.
The Chair:
Thank you, Mr. Rankin.
Is there any more discussion on clause 258?
Do you want a recorded vote?
Mr. Murray Rankin:
Yes, please.
(Clause 258 agreed to: yeas 6; nays 3)
The Chair:
Can I group clauses 259 to 298?
Mr. Guy Caron:
We want to speak on clause 294.
The Chair: Then we will group clauses 259 to 293.
(Clauses 259 to 293 inclusive agreed to)
(On clause 294)
The Chair:
Mr. Rankin.
Mr. Murray Rankin:
In our view, clause 294 would give the minister sweeping powers to designate Canadians as what
are termed here as “politically exposed domestic” persons, and as a result make them subject to
extensive and invasive financial monitoring and reporting.
We think this is over-breadth writ large, and we would oppose this initiative.
The Chair:
Thank you.
Do you want a recorded vote on this one?
Mr. Murray Rankin:
Yes, please.
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(Clause 294 agreed to: yeas 6; nays 3)
The Chair: Can I group clauses 295 to 298?
An hon. member: Yes.
(Clauses 295 to 298 inclusive agreed to)

April 29, 2014 [Standing Senate Committee on National Finance]
Mr. Shoom

… On the agreement, which starts at page 315, broadly speaking the structure of the
agreement includes three components. There are the articles of the agreement itself, and there
are two annexes. The articles of the agreement essentially represent the agreement and the
obligations between the two parties, the governments of Canada and the United States. Annex
I to the agreement sets out the due diligence requirements that Canadian financial institutions
are expected to follow in order to identify U.S. account holders. Both the articles of the
agreement in Annex I are largely based on the model agreements that the U.S. Treasury has
put out and would appear quite similar to what most other countries have signed. Annex II to
the agreement, as Brian was saying earlier, is tailored to Canada's particular situation and
contains Canada-specific exceptions to the types of financial institutions that are covered by
the agreement and the types of financial accounts that are covered.
I'll start with the articles of the agreement. Article 1, which starts on page 316, contains
definitions. I will not go through all of them but I'll mention a couple of them just to give a
sense of how the agreement works. There are definitions starting in g) and following on from
there for financial institution. It's obviously important to identify the types of entities that
would be considered to be financial institutions and would thus have to undertake due
diligence.
The approach taken in the agreement basically has a functional approach to defining financial
institutions by describing what it is they do. It includes depository institutions, things like
banks and credit unions and caisses populaires. It would include investment dealers, mutual
funds, life insurance companies, trust companies. Those kinds of entities are covered by the
various definitions.
I did want to pause here a moment because when we were looking at this and figuring out how
it could work in Canada, we were concerned that this functional approach to defining who or
what is covered could lead to uncertainty about whether particular entities are in or out. Given
that one of the basic premises of the FATCA approach and the IGA approach was to look for
parallels with anti-money laundering rules wherever possible, we looked to our own antimoney laundering rules set out in the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act and the associated regulations, and to the way financial institutions are defined
in that legislation.
We largely copied provisions from the PCMLTFA into the implementing legislation. Those
can be found in the definition of listed financial institution in section 263(1). That way of
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identifying financial institutions is institutional. It's based on things like are you a bank under
the Bank Act? Are you a trust and loan company under trust and loan company legislation?
That's the way that financial institutions are identified for purposes of the agreement.
…
April 30, 2014 [Standing Senate Committee on National Finance]

Darren Hannah, Acting Vice President, Policy and Operations, Canadian Bankers
Association: Good evening. My name is Darren Hannah, and I'm the Acting Vice President,
Policy and Operations with the Canadian Bankers Association. I'm very pleased to be here
today at the committee's invitation to discuss the banking industry's relationship with our
prudential regulator, the Office of the Superintendent of Financial Institutions. With me today
are representatives from some CBA member banks: Mr. Kent Andrews, Senior Vice President,
Regulatory Risk and Risk Capital Assessment of TD Bank Group; and Mr. Chris Elgar, Chief
Risk Officer of Manulife Bank and Trust.
Unfortunately, Mr. Sean McGuckin, Executive Vice President and Chief Financial Officer of
Scotiabank, who had agreed to appear before the committee, was unable to join us today in
Ottawa. In addition, I'm also joined by my colleague from the CBA, Debbie Crossman,
Director, Financial Affairs.
The CBA works on behalf of 59 domestic banks, foreign bank subsidiaries and foreign bank
branches operating in Canada and their 275,000 employees.
The strong relationship that exists between the banking industry and OSFI has served Canada
well. This was demonstrated during the global financial crisis when Canada's banks fared
much better than their counterparts in other jurisdictions. Canada is consistently recognized as
having one of the strongest banking systems in the world. In fact, Canada has been ranked by
the World Economic Forum as having the soundest banks in the world for six consecutive
years.
We largely attribute this strong performance to two factors: first, the prudent manner in which
Canadian banks are managed; and, second, the strong regulatory and supervisory framework
for banking in Canada. The CBA strongly supports OSFI's work internationally, and in
particular their efforts to ensure that banks in other jurisdictions are subject to the same level
of high-quality regulation and supervision as Canadian banks.
The Canadian banking industry is one of the most heavily regulated and supervised sectors of
the economy. For example, Canadian banks are required to meet stringent OSFI guidelines in a
wide range of areas, such as capital, liquidity, leverage, corporate governance, accounting and
stress testing.
Some of these guidelines are quite extensive. For example, OSFI's capital adequacy
requirements guideline totals several hundred pages. However, while there is a significant cost
to ensuring that banks are compliant with OSFI's guidance, the CBA and its member banks
recognize the importance of effective and appropriate banking supervision, given the banking
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industry's critical role in the economy and our extensive efforts to manage risk throughout the
system.
It is important that the banking prudential regulator have adequate resources in place to
understand the risks and set out appropriate rules and guidelines. In this regard, OSFI has been
very clear with the banking industry about its commitment to continually increase and improve
its core competencies. This does not mean, however, that we are unconcerned about the
volume of regulation.
As we've stated publicly on numerous occasions, the overall complexity of compliance has
increased significantly in recent years as the quantity of regulation has expanded, and we must
ensure that the right balance is struck to ensure competition and innovation in banking
continues to be encouraged.
In Canada, unlike some other jurisdictions, banks are fortunate that they deal with only one
prudential regulator, OSFI, which simplifies the regulatory process. The CBA and its member
banks deal with OSFI on a regular basis. Banks' interactions with OSFI are wide-ranging and
can include responding to OSFI requests for data and information, performing selfassessments of their compliance with specific legislation or guidance and facilitating OSFI
reviews of certain business lines to identify potential deficiencies in the way banks are
managing risk.
OSFI consults directly with the banks, as well as publicly, on significant changes it is
proposing to make to its guidelines or other requirements. The CBA believes that these
consultations contribute to the transparency in the rule-making process and result in better
outcomes for all. By maintaining such active dialogue, OSFI and the banking industry are able
to cooperate to ensure that the proposals will work in practice and to avoid any unintended
consequences.
Consistent with its mandate, OSFI monitors and evaluates system-wide events or issues that
could negatively impact the banking sector and stands ready to update its guidance
accordingly.
The committee may be interested to know that in the fall of 2012 The Strategic Counsel, an
independent research firm, conducted a consultation on OSFI's behalf with deposit-taking
institutions to explore OSFI's performance in the discharge of a number of key elements of its
mandate. The consultation comprised a series of confidential one-on-one interviews with
executives and professionals, representing a cross-section of the deposit-taking institutions
regulated by OSFI. The consultation's findings concluded that the overall impressions of OSFI
are positive in most areas and that OSFI is perceived as highly effective in monitoring and
supervising institutions. The report containing these findings can be found on OSFI's website.
The CBA and its members continue to work hard to maintain and strengthen their relationship
with OSFI, which we believe is a key component to ensuring the continued success of the
Canadian banking industry.
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We would once again like to thank the committee for the opportunity to answer questions
regarding the relationship of the CBA with its member banks and OSFI. We look forward to
your questions. Thank you.
The Chair: Thank you, Mr. Hannah. Could you very briefly, before I go to my list, explain
the other entity that exists called FINTRAC and how it relates to OSFI and you and your
clients as bankers, your members?
Mr. Hannah: FINTRAC is the Financial Transactions and Reports Analysis Centre.
FINTRAC deals with issues related to money laundering and suspicious transactions. OSFI is
the prudential regulator. They look at the prudential health of banks.
The Chair: Does the information that FINTRAC receives and analyzes pass through OSFI or
does it go directly from the individual institutions to FINTRAC?
Mr. Hannah: Others can correct me if I'm wrong, but I believe it goes directly.
Kent Andrews, Senior Vice President, Regulatory Risk and Risk Capital Assessment, TD
Bank Group: There are two avenues. There is the direct information that goes directly to
FINTRAC as it relates to transactions. The role of OSFI and FINTRAC is that OSFI does
some supervisory work at the institutions to make sure the anti-money laundering regimes in
the institutions are solid regimes. The information about that control environment flows
through to FINTRAC.
The Chair: OSFI, in that instance, is doing an audit, in effect, of the banking institution?
Mr. Andrews: In a way. It's doing a control-environment review.
The Chair: Thank you. I think that's helpful.
Senator Hervieux-Payette: Also, CRA is the one initiating some inquiry, and they probably
go to the banks to look at some people that have, let's say, 10 accounts where they deposit
$9,000 at a time on a regular basis, or in five banks and always in the amount that is not
supposed to be reported, which is $10,000.
I don't think OSFI could know that one person has five times and maybe four different
accounts in all these banks to do the money laundering. Do you have the knowledge if the
Canada Revenue Agency is contacting you?
Mr. Hannah: In that case, if a transaction is viewed as suspicious, then there is an obligation
to report to FINTRAC.
Senator Hervieux-Payette: If they know.
Mr. Hannah: Again, "suspicious" is a difficult thing to assess.
April 30, 2014 [Standing Senate Committee on National Finance]
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Senator Eaton: I guess I didn't explain myself. Do OSFI's regulations encourage or
discourage; in other words, is it a come-on, is it a welcome mat or is it a barrier?
Mr. Elgar: An institution has to make its decision as to whether or not it wants to compete in
this environment, first and foremost. If they're going to play in this environment, these are the
rules.
Senator Eaton: Banks are not backing away because of our rules, are they?
Mr. Elgar: I don't know what other banks are doing through their application process.
Senator L. Smith: Gentlemen, what are the biggest challenges facing your industry right
now?
Mr. Hannah: I'll start from a general perspective.
Senator L. Smith: It sounds like there are no challenges there and everything is so good.
Mr. Hannah: No, it's not that there are no challenges here. Your question is a very broad one,
senator. Generally, the banking world is full of different challenges and your objective as a
risk management institution is to try to assess them, understand them, weigh them and address
them. The challenges come from all different angles. They could be market risk, credit risk,
operational risk, cyber-risk, who knows what, and the challenge is to try to make sure that you
are aware of them, that you're on top of them and that you've put in place processes to assess
and deal with them. OSFI's role is to try to ensure that you've done that.
Senator L. Smith: Between OSFI and yourselves, as an association and as members, are there
concerted issues on which OSFI is working with you that are public knowledge? Obviously
there is FINTRAC and what they do with money laundering, the drug trade, the LIBOR rates
in terms of people financing what the States went through and being undercapitalized and the
problem with some of their major banks. What's out there that could, from a North American
or international perspective, be threats to the success of Canadian banks?
Mr. Andrews: Mr. Hannah talked about cyber-risk. I think that is a huge concern. The banks
do a very good job of dealing with that risk, but certainly we are engaged with all government
parties in discussing the importance of cyber-risk.
When you look back, some very public examples would be the work that OSFI has done on
retail lending. They issued what they called the B-20 guideline in 2012, which is all about
retail lending and the standards in retail lending. This is an area where we've worked very
closely with them to make sure we had our arms around that issue for the entire country.
May 13, 2014 [Standing Senate Committee on National Finance]
Chantal Bernier, Interim Privacy Commissioner of Canada, Office of the Privacy Commissioner of
Canada: Thank you, Mr. Chair and members of the committee, for inviting me to discuss the privacy
implications of Bill C-31, specifically with respect to FATCA.
….
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Beyond this, Bill C-31 introduces some changes to the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act. Specifically, it broadens the amount of personal
information collected, and increases FINTRAC's information-sharing capabilities and
requirements. I have detailed my views about this matter in the written submission I provided
to the committee.
In my time now, I just wish to note that what we have seen regarding the evolution of the
Proceeds of Crime (Money Laundering) and Terrorist Financing Act presents some lessons
learned from FATCA-related obligations. When the PCMLTFA was introduced in 2002, it had
narrowly — and clearly — defined reporting requirements. As time progressed, its scope of
application has broadened and the incentive to overreport has gradually increased; Bill C-31
increases it further still.
We would strongly urge the committee to advise the government to proceed with caution to
avoid the potential for further scope creep. In closing, thank you, Mr. Chair and members, for
the opportunity to discuss this issue. I welcome your questions.

June 10, 2014 [Standing Senate Committee on National Finance]

Hon. Irving Gerstein, Chair, Standing Senate Committee on Banking, Trade and Commerce, as an
individual:

Part 6, Division 19 amends the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act. This was very important to members of the Banking Committee. As you may
recall, the Banking Committee undertook a major review of Canada's anti-money laundering
and anti-terrorist finance regime, tabling its report last year in March. That report resulted in
18 policy recommendations to government.
The amendments contained in Bill C-31 reflect much of our report — if not an exact wording,
at least I would use the word "thematically" — by capturing more at-risk sectors within the list
of reporting entities, increased information-sharing within the regime, increased accountability
of the regime, and more of a focus on risk-based approaches to combat money laundering and
terrorist financing.
The amendments extend the list and types of reporting entities to include virtual casinos,
foreign money service bureaus and virtual currency exchanges; strengthen customer
identification and due diligence using a risk-based approach; streamline compliance and
monitoring; strengthen information-sharing amongst regime partners; and strengthen the
government's ability to deal with high-risk states and entities.
I would like to particularly draw the committee's attention to the testimony of Mr. David
Murchison, Director, Financial Sector, Department of Finance Canada, who said, and I quote,
"We have closely taken your report" — he's referring to the Banking Committee report of last

Appendix B - Page 222

Commission of Inquiry into Money Laundering in British Columbia

year — "and I have to say it challenged us in a number of areas, and these amendments benefit
from the work that you have done."
Officials further added that some of the committee's other recommendations would appear in
forthcoming regulation, as opposed to the legislation now before us.
On balance, the Banking Committee was pleased that the efforts being made are at least in part
a response to the review of the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act, and we look forward to seeing more positive amendments in the future.
…

Hon. Céline Hervieux-Payette, P.C., Deputy Chair, Standing Senate Committee on
Banking, Trade and Commerce, as an individual: A number of you are certainly aware of
the various speeches given on these controversial topics by members of our committee.
I would still like to add a comment about money laundering in the light of our report. One
matter remained pending, the matter of real time, and this concerns one of our members. When
an illegal act is suspected, up to 30 days can go by before any action can be taken.
As everything is done electronically, the member in question and I are of the same opinion that
there would be more success, right at the very second the money is transferred, if the Canada
Revenue Agency had the systems — and computer systems to trace back those suspect
transactions can surely be put in place.
Those who have read the report are well aware that, currently, we are talking about an amount
of $100 billion to $170 billion that has been laundered and that less than $50 million has been
recovered in the last five years. So the system is not working. I am not saying that the proposal
in the bill does not work, but, according to the recommendations of the committee, the
requirement for real-time operation is absolutely essential. Second, better coordination
between the various players is required, and a number of government players are involved. So,
yes, we are happy, as my chair says, but happy in moderation, in my view and the view of my
colleagues. I feel that we could go further to put controls into place.
As for Senator Bellemare's remarks, where we see eye to eye the most is in the matter of
demutualization. I have to point out to you that the way of settling this matter fairly and
equitably concerns us because the minister has not equipped himself with any specific powers.
Perhaps the scope can be very broad in common law, but I do not believe that, in our hybrid
system — a marriage of the civil code and common law — that would be accepted. There will
be a court challenge because we are talking about more than $1 billion. So we are getting into
millions of dollars in legal fees and several decades of delay. That will hurt all the policy
holders.
There is a reason why they have accumulated such a large surplus: the company has been in
existence for more than 100 years and has put an enormous amount of time into building up
those reserves. Let us make an assumption. The company insures farmers mainly, because
normal insurance companies were not available to insure farmers, who therefore equipped
themselves with the means to protect themselves against perils. The problem is that, if an
incredible drought or devastating floods were to occur and extraordinary amounts of
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compensation had to be paid out by the insurance companies — they insured their harvests
against those perils — thousands of farmers could be in difficulty and the government would
have to intervene. We have received no assurances at all from Economical Mutual, not even
any information on the way the surplus is going to be distributed. We have simply been
offered words of reassurance, but no actions that reassure us. I believe that we could have been
reassured as to the means, but we have received no assurance about whether the 943 people in
privileged positions could be sharing the jackpot.
I have personally worked in insurance and I am all the more concerned because this sector
might actually need to have more reserves set aside. Private companies that are not
cooperatives have not come into the market and it must be because the risk is higher. I think
the protection should be kept; right now, I am sure of that and I will not be voting in favour of
that division for the simple reason that it is ultra vires.
As for the division on trademarks, I have dealt with trademarks in my professional life. Like
my colleagues, I have taken the time to read all the correspondence. I would like to point out
two things; we heard about consultations, but no consultations were held on the new measures
that have been passed. In other words, the entire private sector was informed of these
measures, but has never heard discussions about them, has never discussed them with the
Department of Finance. They were just dumped on them when the budget was announced.
After we did the research and read the government's documents, we assumed — even though
we had no definite confirmation — that this had to do with the Canada-Europe free trade
agreement. We know that the U.S. combines all the agreements that it promises to honour, but
it has kept the registration measure to make sure, at the same time, that it keeps the use of
trademarks. The Americans therefore have a hybrid system when they sign agreements.
One of the most important things that I was able to remember is their wish to enter into
international agreements. That does not apply to our Canadian industry. Only large
corporations will try to register their trademarks in 130 countries. There are costs associated
with doing so and they are very high.
If small and medium-sized businesses develop a Canadian market, for instance, and their
product is accessible in France, they will only take one step, so that they are protected in
France. They will not sign all those agreements.
I am not at all opposed to signing agreements and although our officials have insisted on
assuring us that these are just administrative measures, I do not think that all the
representatives from all areas of the private sector have come to tell us stories. They are on the
front lines. The costs with which they are threatened concern them a great deal. These are
companies operating in all sectors.
As a result, if we impose a measure on all sectors that, at the end of the day, will have a
negative impact on them, I do not understand why, based on the budget, the government would
continue to ignore the method that was working, which is registering trademarks and commit
to using it. For all intents and purposes, I do not think we would have any problems with our
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trading partners. We would keep our promise and sign the agreements, but, at the same time,
we could keep our method.
In this context, there is also a legal problem for the countries that use common law and those
that use civil law. Europe mainly uses civil law, and precisely because of our Canadian legal
structure, we can manage to address major issues, in the same way as we deal with provincialfederal jurisdictions.
To sum up, I think Senator Bellemare simply suggested that some clauses be dropped, if I may
say so, or that the issue be at least examined. As a result, in this case, I think the government
has not done all it could with this amendment, which, for all intents and purposes, will not be
in the best interests of Canadian businesses.

June 17, 2014 [Standing Senate Committee on National Finance]

The Chair: Carried, on division. Thank you.
The next one is Money Laundering and Terrorist Financing, and that's found at pages 164 to
197. Shall Part 6, Division 19, which contains clauses 254 to 298, carry?
Hon. Senators: Agreed.
The Chair: Carried.

Miscellaneous Statute Law Amendment Act, 2014 (Bill C-47)
Citation

2015, c. 3

Royal Assent

February 26, 2015

Provisions
Amended

32

Hansard
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N/A

Economic Action Plan 2015 Act (Bill C-59)
Citation

2015, c. 36

Royal Assent

June 23, 2015

Provisions
Amended

55

Hansard

June 4, 2015 [Standing Committee on Finance]

The Chair: Mr. Clare, thank you for being with us here today. We shall move to division 14, Proceeds
of Crime (Money Laundering) and Terrorist Financing Act. This has one clause, clause 167. I do not
have any amendments for this clause.
We'll greet our officials from Finance.
(Clause 167 agreed to)
(On clause 168)

June 4, 2015 [Standing Senate Committee on National Finance]

The Chair: Colleagues, from the Standing Senate Committee on Banking, Trade and
Commerce, we are very pleased to welcome one of our own, Senator Gerstein, who is the
chair of that committee. He will be discussing the subject matter of those elements contained
in Part 3, Division 14, entitled "Proceeds of Crime (Money Laundering) and Terrorist
Financing Act," clause 167, which can be found at page 102. Then we'll go to question and
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answer on that if there are any, and then we can move to Division 19 under the same part, and
it's entitled "Privileges for Supervisory Information," clauses 232 to 252, found at page 136.
That will be interesting.
Senator Gerstein, thank you for being here and please help us out with these two divisions.
Hon. Irving Gerstein, Chair, Standing Senate Committee on Banking, Trade and
Commerce: Thank you Mr. Chair. It's a pleasure to be here before my colleagues. As you
have mentioned, the Banking Committee was referred two divisions of Part 3, namely
Division 14 and Division 19.
Our committee held two hearings, with testimony from government officials and a number of
outside witnesses. I propose to give an overview of the intended legislative changes, as well as
some of the views expressed by witnesses.
Starting with Division 14, proposed amendments to the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act, as you may recall the Banking Committee undertook
a major review of Canada's anti-money laundering and anti-terrorist financing regime, tabling
its report in March 2013.
The proposed legislative amendment in Division 14 would amend subsection 55(3) of this act.
The purpose of the amendment is to allow the Financial Transactions and Reports Analysis
Centre of Canada, better known as FINTRAC, to disclose designated information directly to
provincial and territorial securities regulators if there is reasonable grounds to suspect that the
information would be relevant to investigating or prosecuting money laundering or terrorist
financing activities as well as offences set out in securities legislation.
According to the Department of Finance, FINTRAC's current inability to disclose information
directly to provincial securities regulators is a shortcoming of Canada's anti-money laundering
and anti-terrorist financing regime. This amendment would specifically address this
shortcoming, thereby increasing the safety and security of Canadians and the financial sector.
FINTRAC told the committee that in a number of cases in which provincial securities
regulators and law enforcement agencies conducted joint investigations, the information
regulators received by having access to the information FINTRAC had disclosed to law
enforcement agencies was very helpful when the regulators processed offences under
provincial securities legislation.
The Canadian Securities Administrators, represented by the Autorité des marchés financiers,
the AMF, were very much in favour of this amendment. They stated that it would allow
provincial securities regulators to ask FINTRAC to provide information in relation to specific
cases and would give FINTRAC the ability to disclose information to provincial securities
regulators voluntarily. They also expressed that the proposed amendments would improve
investigations of violations of provincial securities legislation.
In conclusion, all committee members support Division 14.
Did you wish to stop there and deal with questions before we go to the second matter?
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The Chair: Thank you. I will see if there are any questions. It's a very thorough report, which
we welcome. On the first one, my recollection is that it deals just with one clause, and that's
clause 167.
Senator Gerstein: That's correct.
The Chair: Seeing no questions, then let's proceed to Division 19.
June 19, 2015 [Senate]

Hon. Joseph A. Day:

….Division 14 relates to the proceeds of crime and money laundering, expanding FINTRAC's
disclosure authority.
FINTRAC is the financial institutions' tracking agency. All bank transactions go through and
are reported. Every commercial bank and every loan company reports every transaction to
FINTRAC.
Now FINTRAC is going to be authorized not only under the various anti-terrorist legislation
that allows personal information out there to be shared by different departments — 17
different government departments that we saw under Bill C-51 — but this now allows for
disclosure to the provinces. Provinces that have regulatory agencies will now be able to
receive proceeds of crime information and money laundering information from FINTRAC as
well. It's not just for the RCMP and CSIS any longer but also the provinces.
How much private information will be disseminated to the various provinces, and what
restrictions and protections are there on the provinces?
A lot of this goes to privacy and protecting individual information. It's all about your bank
accounts and banking activities. That is a concern.
….

Budget Implementation Act 2017, No. 1 (Bill C-44)
Citation

2017, c. 20

Royal Assent

June 22, 2017
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Provisions
Amended

2, 6, 6.1, 7, 7.1, 8, 9, 9.1, 9.2, 9.3, 9.31, 9.4, 9.6, 9.61, 9.7, 11.1, 11.11, 11.12, 11.41,
11.42, 11.44, 11.49, 11.6, 30, 53.3, 55, 55.1, 56, 56.1, 65.1, 73, 73.15

Hansard

May 30, 2017 [Standing Committee on Finance][Entire Exchange]

The Chair: Thank you, Ms. Henderson and Ms. Côté, for your appearance.
We'll turn to division 19, clauses 407 to 441. We have witnesses here from Finance on the Proceeds
of Crime (Money Laundering) and Terrorist Financing Act. There are no amendments on these
sections until we get to clause 442.
Does anybody want to raise anything on clauses 407 to 441, or can we agree to vote on those as a
block?
Hearing nothing, shall clauses 407 to 441 carry on division?
(Clauses 407 to 441 inclusive agreed to on division)
(On clause 442)
The Chair: On clause 442, the first is amendment NDP-31.
Mr. Dusseault.
Mr. Pierre-Luc Dusseault:
Thank you, Mr. Chair.
[English]
Thank you to our witnesses who came, but we didn't ask them questions. Now turning to one of
our last amendments, my last amendment—
The Chair:
If I could interrupt for a second, Pierre, we have quickly rolled through Proceeds of Crime (Money
Laundering) and Terrorist Financing Act, so you folks are off the hook with no questions.
We'll now go to the invest in Canada act under division 20, and amendment NDP-31 is the first
amendment under clause 442.
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June 20, 2017 [Standing Senate Committee on National Finance]

The Chair: Carried, on division.
Shall Part 4, Division 19, entitled "Proceeds of Crime (Money Laundering) and Terrorist Financing Act,''
which contains clauses 407 to 441, carry?
Hon. Senators: Agreed.
The Chair: Carried.

June 13, 2017 [Senate]
Hon. Yuen Pau Woo

… Moving on now to the National Security and Defence Committee, which examined Division 12 — on
the well-being of veterans — and Division 9 — on money laundering and terrorist financing. They, I
am pleased to say, recommended the adoption of both without qualification…

June 14, 2017 [Senate]
Hon. David M. Wells

… Colleagues, there is no doubt that Bill C-44 is an omnibus bill. Among its 300 pages and its farreaching scope, it deals with the Immigration and Refugee Protection Act, the Canada Labour Code,
the Proceeds of Crime (Money Laundering) and Terrorist Financing Act, and the Parliament of Canada
Act. You will recall that the Liberal Party promised they would end the practice of introducing
omnibus bills, so I won't comment on that aspect…

June 20, 2017 [Standing Senate Committee on
National Finance]

The Chair: Carried, on division.
Shall Part 4, Division 19, entitled "Proceeds of Crime (Money Laundering) and Terrorist Financing Act,''
which contains clauses 407 to 441, carry?
Hon. Senators: Agreed.
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An Act to amend the Controlled Drugs and Substances Act and to make related amendments
to other Acts (Bill C-37)
Citation

2017, c. 7

Royal Assent

May 18, 2017

Provisions
Amended

17

Hansard

Ms. Julie Dabrusin (Toronto—Danforth, Lib.):

Today I am proud to speak on Bill C-37, which I unreservedly support. This is an essential step in
overcoming the opioid crisis that is afflicting our country.

The bill amends the Customs Act and the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act, but I will actually be addressing its proposed amendments to the Controlled Drugs and
Substances Act.
…

February 10, 2017 [House of Commons]
Ms. Filomena Tassi (Hamilton West—Ancaster—Dundas, Lib.)

….Canada supports the important goal of improving corporate transparency globally. The government
has agreed to strong rules in both the Financial Action Task Force and the global forum on
transparency and exchange of information for tax purposes in support of corporate transparency.
Amendments to the Proceeds of Crime (Money Laundering) and Terrorist Financing Regulations
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enhance Canada's requirements for financial institutions regarding the collection of information on
beneficial owners of corporations.
….
March 30, 2017 [Proceedings of the Standing Senate Committee on Legal and Constitutional Affairs]
Lisa Janes, Director General, Border Operations, Canada Border Services Agency

…Bill C-37 proposes to repeal certain provisions of the Customs Act and the Proceeds of
Crime (Money Laundering) and Terrorist Financing Act to allow officers to open mail that
weighs 30 grams or less in order to detain or seize illicit substances, such as fentanyl, that may
be in those smaller mail packages.
The proposed amendments would result in granting CBSA officers the authority to open all
items, regardless of weight, in the international mail stream, when an officer has reasonable
grounds to suspect the mail contains goods referred to in the customs tariff or goods whose
importation is prohibited, controlled or regulated under an act of Parliament.
[Translation]
The Government of Canada is committed to respecting the privacy of mail recipients, which is
why officers must have reasonable grounds of suspicion before opening mail.
Bill C-37 also proposes amendments that would require that certain devices, such as pill
presses or encapsulators, be registered with Health Canada.
[English]
While the CBSA does not regulate these devices, the trafficking and use of pill presses to
produce illicit drugs is a growing concern for the public safety and public health community.
The proposed amendment would require that proof of registration for these goods be presented
upon importation.
In cases where no proof of registration is provided, CBSA would detain the goods to assess
compliance and have Health Canada or the Royal Canadian Mounted Police undertake further
admissibility measures.
[Translation]
In conclusion, the CBSA fully supports the proposed amendments to the Customs Act and the
Proceeds of Crime (Money Laundering) and Terrorist Financing Act, and the regulation and
control of pill presses and encapsulators…

Appendix B - Page 232

Commission of Inquiry into Money Laundering in British Columbia

March 30, 2017 [Proceedings of the Standing Senate Committee on Legal and Constitutional
Affairs][Entire Exchange]

Senator Joyal: Welcome. I want to come back to clause 52 of the bill, the Customs Act
amendments, which proposes to remove subsections 99(2) and (3). My concern is that it's now
a blanket authorization for opening mail of less than 30 grams, for any reason. The bill doesn't
specify to fight drugs, organized crime or the illegal proceeds of organized crime; it is just a
blanket authorization. It means that you can now open the mail for whatever reason you
believe.
I totally support the idea of fighting drugs imported through mail. I have no problem with that.
But what kind of system do we have in place to balance a discretion that can go overboard?
We have seen it with the mail. There's a long history of censorship in the mail through
the Little Sisters case in B.C. That was before you were born, Ms. Janes, but some of us
remember it very well, the fight we had with Canada Post and the border agencies. It seems to
me that when you say "reasonable grounds to believe,'' who will review the reasonable
grounds to believe of an officer who decides to open the mail? In other words, it's not just a
blank cheque to the person who is there and says, "Oh, this envelope is pink. I don't like pink.
Let's open it.'' There has to be real control over the exercise of reasonable grounds to believe.
In practical terms, how does it work in your system to avoid the kind of over-exploitation of
that power by an officer who feels he has all the grounds to do that?
Ms. Janes: Thank you very much for your question and your compliment on my age. I
appreciate that. It's always nice to have a compliment like that.
Earlier I spoke about the importance of privacy. Our officers do receive training, and there is
oversight from superintendents, chiefs and senior management regarding when officers are
opening mail or boxes — or whatever items they are — that the reasonable grounds to suspect
are present. There is oversight on that as well, and our officers do receive training on the
importance of respecting privacy.
As I mentioned in my earlier response, we see hundreds of thousands of pieces of mail that are
presented to us on a daily basis. We use non-intrusive technology, like X-ray, to facilitate the
movement of the mail. For our job, we don't want to hold things up; we want to be able to
specifically look at those items that, as I mentioned, would be of risk to the health and safety
of Canadians. That's why we're here. We're not here to open up letter mail to just gather
intelligence or, as you say, it's a pink envelope and we want to look at it. We have to follow
the fact that we need to have reasonable grounds to suspect that before we move forward on
any of those actions. That's why we have the oversight as well, and our officers receive the
training.
Senator Joyal: I understand that, from then on, mail that I receive will be opened and the
content will be checked, but I will never be notified that in fact they have looked into it.
Ms. Janes: Yes, you will.
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Senator Joyal: How will I be notified that the mail I receive has been opened and for what
reason it has been opened?
Ms. Janes: When we open up any type of packet or envelope over 30 grams, current
procedures are that tape is applied to close up the item, and it says the item was opened by
CBSA.
Senator Joyal: In other words, you open the item on the basis of your own criteria. What are
those criteria?
Ms. Janes: As I said, the officers have to have reasonable grounds to suspect that the mail and
the goods contained therein are related to a customs tariff or that the items are prohibited,
controlled or regulated by an act of Parliament.
Senator Joyal: I agree, but —
The Chair: We have to move on, senator; I'm sorry. We'll put you on the second round.
[Translation]
Senator Dupuis: My question is for Mr. Zarins. If I understood correctly, you said that, as a
federal police force, you're interested in organized crime, which is involved in 89 per cent of
illicit drug market activities. I want to fully understand this statistic. The police are interested
in organized crime, and not in any other sector that manufactures, produces or prescribes this
type of product. Is that what you meant?
[English]
Mr. Zarins: No, ma'am. We'd like the entire criminal network, from the point of where it's
coming from, who's manufacturing it, how it's brought in and delivered to the Canadian public.
The entire network is what we're interested in. Criminal organizations are involved every step
of the way, so it's the entire organization that we are trying to dismantle.
[Translation]
Senator Dupuis: Your work doesn't consist only of monitoring or taking action when it comes
to organized crime. It could also involve taking action in cases of doctors who prescribe or
over-prescribe opioids.
[English]
Mr. Zarins: Anybody that would be involved in the chain. We don't target the prescribing or
over-prescription, but if somehow they're connected to these organized crime networks that are
bringing this in and distributing it and it comes to our attention during the course of our
investigation, we'll definitely not turn a blind eye to it. But we're not targeting that.
[Translation]
Senator Dupuis: I have a quick question. I simply want to understand your statistic. About 89
per cent of organized crime groups are involved in the illicit drug market. The remaining 11
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per cent comes from other sources, such as manufacturers or importers. Regarding the 89 per
cent, do you have data — I don't know whether this exists — on organized crime's
involvement in importing drugs rather than in manufacturing them on site?
[English]
Mr. Zarins: For clarification, the Criminal Intelligence Service of Canada, CISC, has
estimated that 89 per cent of the Canadian-based organized crime groups it assessed in 2016
are involved in some aspect. It could be any aspect of the illicit drug market. That includes
production, import, export and distribution. These groups seek profits anywhere they can. It
doesn't matter where the profit is coming from; anywhere along the chain.
So 89 per cent of all of the organized crime groups in Canada are somehow involved in the
illicit drug trade. It means that 11 per cent might not have their hands on illicit drugs but they
are still organized crime. So it's anywhere in the chain.
[Translation]
Senator Dupuis: So we don't have a breakdown of the data, in those 89 per cent of cases, on
importation in relation to on-site manufacturing.
[English]

March 30, 2017 [Proceedings of the Standing Senate Committee on Legal and Constitutional Affairs]
Daniel Therrien, Privacy Commissioner, Office of the Privacy Commissioner of Canada

Thank you very much, Mr. Chair.
[Translation]
Honourable senators, thank you for inviting me here to comment on Bill C-37.
Let me start by acknowledging the importance of addressing drug abuse and addiction in a
comprehensive manner. While Bill C-37 touches upon a number of matters, I'll comment only
on the clauses that amend the Customs Act and the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act. These clauses concern the mail inspection powers of different
government agencies.
As the law stands now, customs officers are permitted, on suspicion, to examine mail that is
being imported or exported and weighs more than 30 grams. However, when mail weighs 30
grams or less, consent must be obtained. If I understand correctly, this longstanding limitation
has been in place to protect the privacy of correspondence.
While Bill C-37 would repeal the requirement for consent, I want to say a few things on the
matter.
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First, prior to any examination of mail, customs officers would need reasonable grounds to
suspect the presence of prohibited, controlled or regulated goods. This is in contrast to the
general customs examination of goods, which in most circumstances requires no grounds.
Second, assessing the reasonableness of the amendments to the Customs Act and the Proceeds
of Crime (Money Laundering) and Terrorist Financing Act requires a balance between privacy
and public safety interests. The government says it has evidence demonstrating that the
international mail system has been used to import, in small quantities, drugs that have been
responsible for the death of a large number of Canadians.
Third, I've also been informed that customs officers don't systematically open all mail. Before
examining or opening mail, they use a range of risk assessment techniques to determine
whether any contraband is being imported or exported.
In light of these factors, I believe the amendments to the Customs Act and the Proceeds of
Crime (Money Laundering) and Terrorist Financing Act are justified. However, I think these
amendments should be accompanied by additional measures to protect Canadians' privacy,
more specifically to ensure that correspondence isn't read in cases when no contraband is
found. These measures would ideally take the form of additions to the bill. Otherwise, a
government policy on the implementation of these amendments could be sufficient. In a free
and democratic society, the opening of mail by the government is generally prohibited and
must be carried out with the greatest possible restraint.
[English]
The recent Supreme Court of Canada decision in R. v. Fearon may be helpful to us in finding
the right balance between the objectives of Bill C-37 and the protection of privacy. In that
case, police searched an individual's cellphone after arrest, without a warrant. The majority of
the court held that such warrantless searches serve valid law enforcement purposes, that the
search in question did not violate the individual's Charter rights, and that the evidence obtained
was admissible.
While the context was different than Bill C-37, which contemplates searches at the border, and
those have been referred to in the case law as a unique context, R. v. Fearon also addressed the
unique context of warrantless searches upon arrest and may therefore prove useful in
navigating this issue.
While it upheld the search as constitutional, the majority in Fearon clarified that a balance
must be struck between the legitimate objectives of enforcing the law and privacy interests. To
ensure that searches upon arrest comply with the Charter, the majority outlined four conditions
that must be met.
First, the arrest must be lawful. If we apply this to Bill C-37, examination of mail must be
conducted with reasonable grounds to suspect, in accordance with the provisions of the
Customs Act or the PCMLTFA.
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The second condition is that the search must be truly incidental to arrest. In the case of Bill C37, this would mean that the examining officer must have a valid reason to conduct the search,
such as the discovery of prohibited or controlled goods, currency or monetary instruments.
The third condition, and of highest interest in my view, is that the nature and extent of the
search must be tailored to its purpose. In the case of Bill C-37, any search of correspondence
after an examination and opening of mail should be tailored to the initial purpose of the
examination: the discovery of prohibited or controlled goods, currency or monetary
instruments for the purpose of enforcing the Customs Act or the PCMLTFA. This condition is
useful in that it is a flexible standard that could be applied in the case of all mail in order to
balance privacy rights with the examination of mail at the border. For example, reading
correspondence would not be permitted if opening the mail was justified by a suspicion that it
contained drugs, and no drugs are found in the envelope. However, if the justification for
opening the mail is that it contains correspondence, which itself is something the importation
or exportation of is prohibited — say, terrorist propaganda — then reading the correspondence
would be authorized.
The fourth and final condition of the Supreme Court in Fearon is that the police must take
detailed notes of what they had examined on the device and how they examined it. Likewise, I
would suggest that officers should document the steps they take when examining and opening
mail, the reasons for their suspicion, and if correspondence is read, why they believe that the
correspondence itself was contraband.
So I hope this is useful and I look forward to your questions.
May 2, 2017 (Senate)
Hon. Bob Runciman
Honourable senators, this bill comes back from committee with three amendments.
Bill C-37 amends the Controlled Drugs and Substances Act, the Criminal Code, the Customs
Act, the Proceeds of Crime (Money Laundering) and Terrorist Financing Act and the Seized
Property Management Act. Most of the bill deals with the Controlled Drugs and Substances
Act, and it has two primary objectives.
The first objective is to deal with the trafficking, importation and manufacture of controlled
substances. These measures are intended to provide authorities with the tools to deal
effectively with the current overdose crisis that is resulting in the deaths of hundreds of
Canadians. For example, it will be much more difficult to import products such as pill presses
that are used to manufacture illegal drugs.
The minister will be able to temporarily list products under the act if she has reasonable
grounds to believe they pose a significant risk to public health.
Canada Border Services Agency officers will now have the power to open letter mail — mail
of less than 30 grams — without asking permission of the sender or recipient.
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I'm sure the sponsor and the critic of the bill will describe its contents in more detail. I will take this
time to deal with the amendments that were passed in committee.

An Act to amend the Public Service Labour Relations Act, the Public Service Labour Relations
and Employment Board Act and other Acts and to provide for certain other measures (Bill C7)
Citation

2017, c. 9

Royal Assent

June 19, 2017

Provisions
Amended

49

Hansard

May 30, 2016 [House of Commons]
Mr. François-Philippe Champagne (Parliamentary Secretary to the Minister of Finance, Lib.)

Fairness is extremely important to Canadians. They know that paying legitimate taxes owed to a
responsible and transparent government is the basis of our shared prosperity. They do not like it
when people bend the rules, and they expect their government to take stringent measures to stop
people who try.

The Government of Canada is determined to tackle aggressive tax avoidance and tax evasion that
leverage international taxation strategies. We have launched an action plan to strengthen existing
efforts in Canada and abroad and to introduce new measures. This work will protect the tax base and
boost Canadians' confidence in the fairness of a system that ensures everyone pays their fair share of
the tax burden.
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Here is what we are doing in Canada. On April 11, the Minister of National Revenue announced a
series of measures that the Canada Revenue Agency will take to fight aggressive tax avoidance and
tax evasion. Budget 2016 includes $444 million to pay for those measures.

This funding will allow the CRA to hire additional auditors, develop a robust data collection
infrastructure, increase audit activities, and improve the quality of investigations. With this additional
staff, the CRA will be able to increase the number of audits of high-risk taxpayers by 400%.
Furthermore, the government will streamline its efforts by including lawyers on its investigative
teams so that cases can be quickly brought before the courts.

New mechanisms will also be put in place. First, there will be a special program to put a stop to the
activities of organizations that create and promote tax schemes for the rich.

Second, an independent advisory committee on offshore tax evasion and aggressive tax avoidance
will be set up. This committee will provide strategic advice to the CRA on ways to fight tax evasion
and tax avoidance. The CRA estimates that the new envelope of $440 million will help the
government recover no less than $2.6 billion in revenue over five years.

We are also looking beyond our borders. This is what we are doing abroad. Canada is a very active
participant in international efforts to fight tax evasion. We are an active member of the Global Forum
on Transparency and Exchange of Information for Tax Purposes, which was set up to ensure that high
standards for transparency and the exchange of information for tax purposes are in place throughout
the world.

Canada has also established a vast network of bilateral tax agreements and bilateral exchange of tax
information agreements, which provide for the exchange of information. On April 15, Canada
launched consultations on legislative proposals to implement the standard for automatic exchange of
financial account information, which was developed by the Organization for Economic Co-operation
and Development and is backed by the leaders of the G20.

The common standard introduces a framework whereby a country's taxing authority can
automatically and securely share information on financial accounts held by non-residents in those
countries with tax authorities in the country of residence of the account holders. Budget 2016
confirmed the Government of Canada's intention to implement the common reporting standard
starting on July 1, 2017, adding Canada to a list of over 90 countries that have committed to
implementing it.
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Canada has been actively engaged in another multilateral initiative aimed at addressing base erosion
and profit shifting, commonly known as BEPS. BEPS refers to tax planning arrangements undertaken
by multinational enterprises, which, though often legal, exploit the interaction between domestic and
international tax rules to minimize taxes. The following measures, announced in budget 2016, are an
important part of implementing our commitments regarding BEPS.

First of all, we will introduce new legislation to impose country-by-country reporting on large
multinational corporations. Second, we will apply the revised international guidelines on transfer
pricing. Third, we will be participating in international work to develop a multilateral instrument to
streamline the implementation of treaty-related BEPS recommendations, including addressing treaty
abuse. Finally, we are going to undertake the spontaneous exchange of some tax rulings with other
tax administrations.

The government will continue to collaborate with the international community to ensure a consistent
and standardized response to the BEPS project. Canada supports the important objective of
improving the transparency of corporations around the world. In order to do that, the government
agreed to strict rules as part of the activities of the Financial Action Task Force and the Global Forum
on Transparency and Exchange of Information for Tax Purposes.

Recent changes to the Proceeds of Crime (Money Laundering) and Terrorist Financing Regulations
increase the requirements that Canada imposes on financial institutions with regard to the collection
of information on beneficial corporation owners.

At a G20 finance ministers' meeting on April 15, Canada and the other members agreed that it was
important to make information on beneficial owners more accessible to the appropriate authorities
and increase the sharing of such information between those authorities in order to put an end to tax
evasion, the funding of terrorist activities, and money laundering.

In closing, we know that Canadians expect their government to ensure that services paid for by their
tax dollars are delivered effectively. They also expect their government to reduce government waste
and inefficiencies to the extent possible.
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National Security and Intelligence Committee of Parliamentarians Act (Bill C-22)
Citation

2017, c. 15

Royal Assent

June 22, 2017

Provisions
Amended

53.4, 53.5

Hansard

September 28, 2016 [House of Commons]
Mr. Arnold Chan (Scarborough—Agincourt, Lib.)

The second theme I wanted to address that I think has been overplayed by the opposition is with
respect to the ability in terms of both access to information and the ability to redact information.
Again, I would invite my colleagues on the opposite side to carefully review the actual language in the
bill as it relates to those specific limitations.

Let me take, for example, the provisions that are dealt with under the access to information
provisions in clauses 13 and 14, particularly as they relate to the exceptions under section 14. My
colleagues on the other side have noted that there are seven exceptions, and they refer to them as
being problematic. However, if we examine them carefully, they are very narrowly construed.
Basically, they are construed with respect to other rights and immunities and privileges of other
classes of persons other than parliamentarians.

Again, I think it is a bit of a mis-characterization that the supremacy of Parliament and the role of
parliamentarians somehow supersedes the rights, privileges, and immunities of other classes of
persons. I do not think that is a fair characterization. I think we have to always constantly engage and
make sure that there is a balance.
…

The sixth is information related to the Investment Canada Act, and seventh is information relating to
the Financial Transactions and Reports Analysis Centre of Canada under the Proceeds of Crime
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(Money Laundering) and Terrorist Financing Act. Again, if we look at these particular sections, they
are very narrowly construed.

Therefore, the exceptions that are articulated in the bill are very narrow. Again, I would argue that
these are very narrow areas that are carved out, and that the mandate of the committee is in fact
very broad.

March 10, 2017 [House of Commons]
Hon. Peter Van Loan (York—Simcoe, CPC)

… The RCMP is a bit of a different body. One of the difficulties is that we ask our police to spread
themselves across an incredibly large mandate, everything from local and municipal policing to
counterterrorism investigations, to dealing with money laundering, to dealing with very sophisticated
financial transactions. It is a mandate that is truly broad, so their work is not always perfect. However,
that being said, the work of Ian McPhail and the Civilian Review and Complaints Commission has been
excellent. I have not heard any credible complaints. They are providing very high-quality reviews…

An Act To Amend The Criminal Code And The Department Of Justice Act And To Make
Consequential Amendments To Another Act (Bill C-51)
Citation

2018, c. 29

Royal Assent

December 13, 2018

Provisions
Amended

5

Hansard

N/A
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An Act respecting cannabis and to amend the Controlled Drugs and Substances Act, the
Criminal Code and other Acts (Bill C-45)
Citation

2018, c. 16

Royal Assent

June 21, 2018

Provisions
Amended

11.11

Hansard

May 30, 2017 [House of Commons]
Hon. Jody Wilson-Raybould
Mr. Speaker, I thank my hon. colleague for reiterating why we are introducing this legislation.
We are committed to legalizing, strictly regulating, and restricting access to cannabis. The
reason, as the member clearly articulated, is to keep it out of the hands of children and the
proceeds out of the hands of criminals. By simply decriminalizing right now, we would not be
able to achieve those objectives. That is why we are working very diligently, benefiting from
the substantive input we received from the task force and Canadians right across the country,
to ensure that we put in place, working with the provinces, territories, and municipalities, this
complex regime for the legalization and strict regulation of cannabis. That is what we are
focused on. We are very hopeful that this legislation will move through the parliamentary
process and that we will have a legal regime in this country to achieve the objectives I stated in
my remarks: keeping cannabis out of the hands of kids; keeping the proceeds out of the hands
of criminals; and ensuring that for minor possession offences, we are not criminalizing young
people and adults.
…
May 30, 2017 [House of Commons]

Mr. Alistair MacGregor (Cowichan—Malahat—Langford, NDP)
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...There is a fair amount of commentary in Canadian cannabis literature that contains concerns
that cannabis trade in Canada is under the control of violent and exploitative criminal
elements, causing harm to users and children. The Liberals really love to say that they want to
legalize, strictly regulate, and restrict access to cannabis in order to keep it out of the hands of
children and the proceeds out of the hands of criminals. New Democrats agree with that
approach, but it is more of a fear-based objective in that Liberals do not want to decriminalize
because of those reasons.
It should be noted that only a particular share of the illegal cannabis trade occurs within
international crime syndicates. There is good cause to doubt that most cannabis users in
Canada would ever have contact with violent exploitative criminal organizations or people.
Most people buy small amounts from friends, family members, or close acquaintances, yet the
Liberals have continued with this fearmongering. They say that every day our kids turn to
dealers, gangs, and criminals to buy marijuana, putting them in harm's way. That is simply not
true. That is fearmongering at its worst.
Studies have shown that the illegal cannabis trade, as it stands today, resembles more of a
disconnected cottage industry in which independent and otherwise law-abiding people attempt
to support themselves and their families. They are meeting demands in their communities.
Basically, it is something that most Canadians do not believe should be illegal in the first
place. Many people in small towns, when the economy gets tough, have turned to growing and
selling cannabis. They are not violent criminals, but the Liberal approach treats them as being
in that category, even the people who purchase and possess marijuana. It is a failed approach,
the politics of fear.
A study by the Canadian Drug Policy Coalition found that links between the cannabis trade
and violent organized crime groups have been greatly exaggerated. It describes cannabis
operations as independent, small in size, local, non-violent, and modest in realized revenues.
…
June 06, 2017 [House of Commons]
Mr. Kennedy Stewart (Burnaby South, NDP)
…If I can quote the Fraser Institute, which I often do, marijuana is a $7 billion a year industry
in British Columbia. It's bigger than any other agricultural product that's produced.
Where does that $7 billion go? That is my question. That money goes to organized crime and
we see the effects of it. When I tried to rent my first office in North Burnaby, I could not find a
place because most of the buildings were owned by the Hells Angels. A lot of organized crime
grows marijuana and sells it illegally. The proceeds are put into real estate or casinos or other
types of gambling. The money is laundered and comes back into society and organized crime
benefits from that. I have to commend the government again because the legislation, when
enforced, will take a lot of money away from organized crime.
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Just like we saw with alcohol, the prohibition of something that is widely used in society only
benefits organized crime. We also saw that with gambling. Police forces used to break up
gambling rings. As soon as the government legalized gambling to some extent, like lotteries
and bingo and those types of things, there was less need to waste policing resources on
gambling rings. Those saved resources go back to the government and it can then fund things
like rehab for gambling addiction and so on.
...
November 24, 2017 [House of Commons]
Mr. Michel Picard (Montarville, Lib.)
… The approach to organized crime is also clear. Organized crime is making significant
profits that fuel money laundering and are also used to fund other types of criminal activity.
We need tools to curb this type of activity as much as possible and clean up the culture
associated with this product. It is true that we have heard that taking illegal drugs is cool and
gives the user a certain status and cachet among peers. We must discourage this kind of
misinformed thought process. Changing the culture will require clear and unequivocal
government involvement in education, training, and prevention
...
January 30, 2018 [House of Commons]
Hon. André Pratte
...Legalization is being forced upon us by criminals and the control they have over the
production and distribution of cannabis. That means that the health of our children is in the
hands of these criminals. It also means that consumers, honest citizens, are inadvertently
contributing to organized crime to the tune of $5 billion annually, to the great detriment of our
society.
...
Some provincial governments and police forces have asked Ottawa to delay the
implementation of this policy. Yet, since the government announced the July 2018 deadline,
these very objectors have been preparing and making substantial headway for months.
It is now clear that all provinces will be ready. It is also clear that when the bill is passed,
Canadians will be able to purchase cannabis without having to worry about poisoning
themselves with bacteria or pesticides, without funding organized crime and without running
the risk of ending up with a criminal record.
Will everything be perfect? Obviously, no. However, wondering whether every piece of this
puzzle will be in place when the government gives the go-ahead is begging the wrong
question. The question that needs to be asked is this: On day one of legalization, will the
situation be better than it is now, a time when users can only get marijuana from illegal
sources, with no guarantee as to the safety and potency of the product? The only possible
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answer to this question is yes, a legal and regulated market is preferable to an illicit and
uncontrolled market, or if it is controlled, controlled by organized crime.
Those who oppose the passage of this bill obviously have legitimate motives, but,
unfortunately, they’re supporting the status quo, which is putting the health of hundreds of
thousands of Canadians at the mercy of criminal organizations. A century of prohibition has
not changed this reality. Six more months, five more years or ten more years of prohibition
will not change it either.
...
February 14, 2018 [Senate] [Entire Exchange]
Hon. Larry W. Smith (Leader of the Opposition)
There have been many articles in the Quebec media in the recent weeks regarding the use of
offshore tax havens in funding Canadian marijuana companies. The government leader may
remember our colleagues Senator Boisvenu and Senator Joyal questioned the ministers on this
issue when they appeared before the Committee of the Whole last week.
This morning, La Presse reported that a Canadian hedge fund managed from the Cayman
Islands has invested over a quarter of a billion dollars — $277 million to be exact — in
Canadian medical marijuana companies in just the last few months. Our country does not have
a tax treaty with the Cayman Islands, and the identity of the individuals investing these
massive sums of money remains a secret.
How can the government continue to claim that the legalization of marijuana will eliminate the
involvement of organized crime when the government does not know who is investing in these
companies through offshore tax havens?
Hon. Peter Harder (Government Representative in the Senate): I thank the honourable
senator for his question. With respect to his preamble, I can say he’s not the only one going
downhill in the last 50 years. And it’s not the only corny one.
The question the honourable senator has raised is an important and serious one. I want to point
out that under the proposed regulations, security clearances will be mandatory for individuals
who occupy key positions in any organization, as well as background checks on significant
investors who hold more than 25 per cent of a cannabis company.
In addition, the Minister of Finance recently reached an agreement with his provincial and
territorial counterparts to ensure we know who owns which corporations, which will help to
prevent Canadians or international companies from facilitating tax evasion, money laundering
or other criminal activities. Ultimately, the government is of the view that this will reduce the
risk that organized crime will infiltrate the cannabis industry.
I should add that the experience of the medical cannabis regulations, which were first brought
into force in 2013, has led and inspired the decisions the government is taking with respect to
recreational cannabis. This, of course, is an issue which we will all have to be vigilant on and
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one I hope we can explore in committee to provide the assurances to the Senate that
appropriate enforcement is in place.
Senator Smith: Thank you very much for the answer. As a follow-up, we’re talking about the
advancement of the legalization of marijuana, but organized crime has the ability to
anonymously invest in marijuana companies in Canada through these offshore tax havens. The
government has been warned repeatedly about this, and I appreciate that you explained what
the government will hopefully do.
Even the Acting Commissioner of the Royal Canadian Mounted Police recently told our
Standing Senate Committee on Legal and Constitutional Affairs that the legalization of
marijuana will not eliminate organized crime’s presence in the cannabis market, yet the
government stands by its talking points.
What does the government intend to do? Could the leader add a few thoughts to what he said
earlier about providing transparency in this area? What will the government do to ensure that
the names of those who invest in marijuana companies in Canada are made public to protect
public interest?
Senator Harder: Again, I want to thank the honourable senator for his question, but the first
point I would make is that what is absolutely clear is that aside from the medical marijuana
industry today, the marijuana industry is in the hands of organized crime. By definition, it is
illegal. With the bill that is before the Senate, the government is seeking to ensure not only
that we have a legal regime of growing and distribution of recreational marijuana, but also that
the regulations attendant to it ensure that regime does not become the playground of criminal
elements. That is the objective of the regulations as I have described them, but this is going to
be a challenge as we pull back the force of organized crime in this sector.
February 15, 2018 [Senate] [Entire Exchange]
Senator Pratte: … Yesterday, the Government Representative stated that the Minister of
Finance recently reached an agreement with his provincial and territorial counterparts to
ensure we know who owns which corporations, which will help to prevent Canadians or
international companies from facilitating tax evasion, money laundering and other criminal
activities.
This agreement is not very well known, at least not from us. Would the Government
Representative undertake to table this agreement in this house as early as possible so that
honourable senators can have the opportunity to examine it?
Senator Harder: Again, as the question suggests, the Minister of Finance, on December 11,
reached an agreement in principle with his provincial and territorial counterparts. The details
of this agreement are presently available on the Department of Finance’s website. I’d be happy
to table that specifically. But for the record, today, I thought it would be useful to identify
some of the specifics of that agreement. One, ministers agreed in principle to pursue legislative
amendments to federal-provincial-territorial corporate statutes or other relevant legislation to
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ensure corporations hold accurate and up-to-date information on beneficial owners that will be
available to law enforcement, tax and other authorities.
Two, ministers agreed in principle to pursue amendments to federal-provincial-territorial
corporate statutes to eliminate the use of bearer shares and bearer share warrants or options
and to replace existing ones with registered instruments.
Three, ministers agreed to work with respective ministers responsible for corporate statutes
and through their respective cabinet processes to make best efforts to put forward these
legislative amendments in order to bring these changes into force by July 1, 2019.
Four, ministers agreed to develop a joint outreach and consultation plan for coordinated
engagements with the business community and other stakeholders.
Five, ministers agreed to continue existing work assessing potential mechanisms to enhance
timely access by competent authorities of beneficial ownership information.
Six, ministers agreed to establish a federal-provincial-territorial working group to combat
aggressive tax planning strategies that erode the integrity of the Canadian tax base.
…
Hon. Jean-Guy Dagenais: …Now I’d like to address the issue of organized crime, the heart
of the other argument the Trudeau government players like to recite to try to sell us on Bill C45. The reality is that recent reports indicate that $297 million invested in Canadian companies
authorized to grow marijuana comes from tax havens. Those are the same tax havens that the
minister responsible for the Canada Revenue Agency is unable, by her own admission, to
combat effectively.
This ministerial incompetence is compounded by the fact that this same government says it has
no interest in identifying those who are investing under the cover of offshore companies. Is it
worried it will see too many of its friends’ names? I trust you are not naive enough to think
that money that comes from tax havens is clean money. People who use tax havens are not the
most honest of citizens. I would even go so far as to say that, in many cases, they are fully
dishonest.
Let us consider the following question: how clean is the $297 million being invested in the
companies authorized to grow marijuana? No one can tell us today whether that money
represents, for example, profits from the activities of the mafia and biker gangs, being
laundered as investments coming from tax havens. No one has the answer, and worse still, it
seems to me that the current government does not even want to know the answer. Its attitude is
a downright insult to the middle class, who work and pay taxes. It is an insult because the
government is prioritizing legalizing marijuana over fighting tax evasion. Indeed, it has
already given Bill C-45 priority over many of Canada’s other policy priorities.
To come back to that poorly prepared and poorly written bill, you would have to be crazy to
keep believing that legalizing marijuana is a way of fighting organized crime. To argue that is
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to wholly underrate the criminal intellect, especially in the case of white-collar crime. As the
RCMP itself has stated, organized crime is already ready.
In reality, by legalizing marijuana, the current government will be supplying organized crime
with a new way of laundering money. Furthermore, the current government will be creating
future drug users who will turn to harder drugs, which they will have to get from — guess who
— organized crime. Nice going. Everyone here should at least be aware that people who take
cocaine and other, more dangerous drugs all started with marijuana. All organized crime has to
do is wait.
Make no mistake: biker gangs will not just give up on the pot business. There will still be
plenty of money to be made on the tax-free, anytime, anywhere black market. It is also in their
interest to ensure client anonymity, which can be important, especially when people are
buying insurance.
We know that Crown corporations, which will now be dealing drugs, do not offer consumers
those particular benefits.
February 27, 2018 [Senate]
Hon. Lucie Moncion
... Bill C-45 proposes 11 different kinds of licences and permits, including four for production,
two for processing, three for testing, research and exportation, and two for the sale of cannabis
products for medical or recreational purposes.
The licences and permits have three specific objectives: 1) to enable a diverse, competitive
legal industry comprised of both large and small players in regions across the country; 2) to
reduce the risk that organized crime will infiltrate the legal industry; and 3) to provide for legal
cannabis products that meet high quality standards. Health Canada will be responsible for
overseeing the record checks and for issuing, tracking and managing these licences or permits,
except those having to do with the retail sale of medical and recreational products, which will
fall under provincial and territorial jurisdiction.
Because the process for issuing licences and permits will be complicated and there could be
violations, we will need a framework that better defines how the RCMP, the Department of
Justice, and Canadian police forces will work together.
[English]
On the basis of the information provided by the various police forces, it is proposed that the
minister may refuse a security clearance to all persons associated with organized crime or who
have had previous convictions for drug trafficking with young people, for corruption, money
laundering, fraud or violent offences.
It is also proposed that the names of the directors and officers, not only of the organizations
applying for the licence or permit but also of their parent company, be provided. The names of
the shareholders holding more than 25 per cent of the shares must be provided to prevent the
real owners from evading the transparency requirements.
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March 03, 2018 [Senate][Entire Exchange]

Hon. Pierre-Hugues Boisvenu:... With regard to organized crime, the government’s second
argument for legalizing cannabis, the Journal de Montréal has raised a serious concern: 40 per
cent of the cannabis producers operating today are financed with money from tax havens,
typically the Cayman Islands. Let’s not forget that much of the money that gets sent to tax
havens comes from organized crime, which is selling illegal drugs here in Canada.
Nevertheless, the bill will not penalize individuals who have a criminal record for drug-related
offences. Fraudsters and members of organized crime will not be covered by this exemption.
This grey area that will allow organized crime to come back and gain partial control of the
legal cannabis market.
Under subsection 5.1 of the Tobacco Act, a tobacco producer is subject to a $300,000 fine and
a maximum prison sentence of two years or either of those penalties if he adds any flavoured
additives to the tobacco. However, under Bill C-45, an organization that solicits a young
person to sell marijuana, for example, would face maximum fines of $100,000. In other words,
it is $300,000 for tobacco and $100,000 for selling marijuana. It is a double standard. That
sentence will in no way deter organized crime from returning through the back door.
Under this bill, the minister would allow four marijuana plants per household, and would set
up a tracking system to the tune of millions of dollars that will serve no purpose in
apprehending individuals going around with trafficked cannabis in their pockets. Worse yet, if
you grow an extra plant or two, you will be fined $200 when the harvest from the plant is
worth between $1,000 and $2,000.
We strongly believe that this legislation will result in a phenomenon known as the grey
market, marijuana sold on the side illegally. The show JE on TVA consulted an investigator
who specializes in organized crime. This experienced police officer was involved in
dismantling a number of drug networks, mostly marijuana. He highly doubts that organized
crime will be affected by the bill. Criminals do not have to pay taxes, and have no collective
agreement or minimum wage to abide by. According to him, organized crime has been
preparing to adjust quickly to the new legislation by cutting production costs. It will be like
contraband cigarettes. I would remind you that in the Eastern Townships alone, where I live,
40 per cent of cigarettes smoked by high school students are purchased illegally. When taxes
on the product increase, legal consumers go back to the illegal market.
...
Hon. Larry W. Smith (Leader of the Opposition): … Furthermore, we know that foreign
tax havens are being used to finance Canadian marijuana companies. In the past few weeks,
several Quebec media outlets have reported that nearly half of the 86 companies that have
received Health Canada permits to grow marijuana are financed with money from tax havens,
which are often used for money laundering purposes by organized crime.
...
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Hon. Claude Carignan:
... The government is telling us that one of the bill’s objectives is to stamp out organized
crime, which is supposedly behind the production and sale of cannabis. What fact-based
evidence does the government have to back its assertion that legalizing the use of cannabis
will reduce the activities of organized crime? We do not know.
…
Still on the topic of organized crime, here is another enlightening comment. When he appeared
before the Standing Senate Committee on Legal and Constitutional Affairs recently, Kevin
Brosseau, Acting Commissioner of the Royal Canadian Mounted Police, called into question
the statements of the Prime Minister and the federal ministers responsible for the legalization
of cannabis that the drug must be legalized in order to eliminate the presence of organized
crime in the illicit cannabis market, where these groups are making a fortune. Mr. Brosseau
said, and I quote:
Given the involvement of organized crime in the illicit cannabis market, we do not expect
the legislation will eliminate the presence of organized crime in the cannabis market. It
will reduce it but it will not eliminate it.
. . . illicit markets and organized crime are constantly evolving, frankly one step ahead,
seemingly, at times.
The Service de police de la Ville de Montréal or SPVM also expressed doubts concerning the
government’s claims and indicated that, in order to thwart law enforcement, organized crime
has already changed its strategy in anticipation of the legalization of cannabis, which is
scheduled for early July. The spokesperson for the SPVM said the following, and I quote:
Organized crime, as its name states, is organized. It adapts to the reality of the market.
That is what law enforcement is saying. Similarly, it is rather ironic that the government
claims to want to get young people out of the hands of organized crime.
…
May 02, 2018 [Standing Senate Committee on Legal and Constitutional Affairs]
Hon. Renée Dupuis, Deputy Chair, Standing Senate Committee on Legal and
Constitutional Affairs
...
According to the government, the current situation is untenable, because, first, cannabis has
been produced for decades without quality control. Second, illicit annual revenues, estimated
at $6 billion at least, are concentrated in the hands of organized crime. Third, the legal market
for medical cannabis is vulnerable to organized crime activities. Fourth, the scientific evidence
on cannabis, especially the correlation between cannabis use and certain diseases, and also the
correlation between cannabis use and the relief of certain diseases or suffering, is not
established to date.
...
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May 24, 2018 [Standing Senate Committee on Legal and Constitutional Affairs][Entire
Exchange]
Senator Manning: Just yesterday I believe people were charged with possession in my home
province of Newfoundland and Labrador, and here we are debating this issue.
The government has spoken at length about how the cannabis act will crack down on
organized crime. We’ve heard conflicting evidence on whether or not this will actually be
effective. We’ve heard, from many sides, many different stories.
One of the ones they keep using here over the past is what’s happened in Colorado. Last night
on CBC National News Briar Stewart did a report on what’s happening in Colorado and the
fact that the organized crime black market seems to have gone through the roof there’s so
much of it down there.
I’m just wondering, maybe you could help us understand the different perspectives on the
presence of organized crime in the illicit market. Who’s currently supplying Canadians with
illegal cannabis? Is this criminal gang activity on a large scale, as the government suggests? Is
that something we need to be looking at here?
Mr. Tousaw: A huge misapprehension is that people involved in the illicit cannabis economy
domestically in this country are connected to organized crime. It was referenced in the earlier
panel, and I referenced it in my comments; about 95 per cent of the domestic cannabis industry
is not what we normally think of as organized crime, criminal gangs and people that are
engaged in the use of violence.
I have represented hundreds if not over a thousand people charged with cannabis offences over
the last 15 years. I can tell you that with very, very few exceptions, I would invite them home
— and have invited many home — to meet my family and sit at my kitchen table. They’re
good people. They’re people that are otherwise law-abiding.
I think using terms like “crack down” is part of the problem. Bill C-45 is not going to crack
down on organized crime. The only way — and I think the entire experience of prohibition is
evidence of this — that you eliminate an underground economy on a product is that you make
it lawful and you make it easy for people to transition out of the very vibrant, very wellentrenched illegal economy that exists today, out of the shadows and into the light.
…
May 28, 2018 [Standing Senate Committee on Legal and Constitutional Affairs]
Bill Blair, M.P., Parliamentary Secretary to the Minister of Justice and Attorney General
of Canada and to the Minister of Health
We also know that 100 per cent of the market, its production and distribution, is a criminal
enterprise. They don’t follow any law. They don’t obey any rule. They’re not accountable in

Appendix B - Page 252

Commission of Inquiry into Money Laundering in British Columbia

any way. There’s no oversight, no governance and no testing. They operate in the dark. And
they make money — the easiest money they ever made.
I ran large organized drug crime units in Toronto for many years. The money they make in
cannabis is the easiest money organized crime makes. There’s no competition for them in the
marketplace. Canadian society generally does not see this as a serious criminal activity, and
they control 100 per cent of it; there’s no competition. So it works out to about $20 million a
day, flowing into criminal enterprise in this country.
…
June 04, 2018 [Senate]
Hon. Yonah Martin (Deputy Leader of the Opposition)
...
Bill C-45, as stated by other senators, will violate Canada’s obligation under various treaties
and conventions. These treaties have played an important role in combatting international drug
trafficking, among other criminal activities.
In the Foreign Affairs Committee report, it states:
Accordingly, signatories to these conventions are committed to prohibiting the production,
sale, distribution and possession of psychotropic and narcotic drugs, including cannabis, as
well as substances used in their manufacture. They are also obliged to make it a criminal
offence to possess, purchase or cultivate narcotic or psychotropic drugs (including
cannabis); and to make drug offences punishable by imprisonment or other forms of
deprivation of liberty, as well as by pecuniary sanctions and confiscation Exceptions to
such prohibitions are made for medical and scientific purposes. At the international level,
the conventions also oblige signatories to limit the import and export of cannabis to
medical and scientific purposes while also combating illicit drug trafficking. The
conventions were also described to your Committee as “a vehicle for facilitating mutual
legal assistance and extradition between States and for combating money-laundering.
Furthermore, these obligations are undertaken “together with the body of internationally
agreed human rights standards and norms.”
We are also aware from the Aboriginal Peoples Committee report about the lack of
consultation with Indigenous communities, which will be debated further later this week. But
what this points to is the violation of the UN Declaration on the Rights of Indigenous People
and the government’s duty to consult.
Colleagues, this problematic piece of legislation is going to create a significant shift in the
international perception of Canada. We will lose our reputation as an advocate for
multinational forums and rules-based international systems in order to complete a campaign
promise made by this current government.
…
June 05, 2018 [Senate][Entire Exchange]
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Hon. Claude Carignan: ... It’s clear that organized crime knows how to adapt to changing
realities, and the best way to adapt is to enter the legal market by injecting money generated by
its illegal activities.
Recent figures from a few months ago have raised eyebrows. We learned that more than half
of the cannabis that the Société des alcools du Québec plans to purchase will come from
companies funded by tax havens. Quebec has signed contracts with six companies to supply
the future Société québécoise du cannabis, a branch of the SAQ, which will have a monopoly
over cannabis sales in Quebec.
Three of these companies, which will supply 33,000 of the 62,000 kilograms of marijuana that
Quebec is expected to purchase in 2018-19, receive tens of millions of dollars from tax
havens, including the Cayman Islands, Barbados and the Bahamas. The companies are
MedReleaf, which will supply 8,000 kilograms of cannabis, Aurora Cannabis, which will
supply 5,000 kilograms, and Hydropothecary, which will supply 20,000 kilograms.
Anonymous rich investors from tax havens have gambled at least $165 million on authorized
Canadian cannabis producers. Whether you are talking about the Cayman Islands, the
Bahamas, Belize, Dominica, Aruba, Curaçao, Malta, Barbados, the Isle of Man, the British
Virgin Islands, the Marshall Islands, the Seychelles, Panama or Luxembourg, there doesn’t
seem to be anywhere too sparsely populated or too far away to resist the lure of Canadian
cannabis. In total, 35 of the 86 producers authorized by Health Canada — 40 per cent of them
— received offshore funding in the past two years.
Honourable senators, I’m sure you will agree that if we want to combat organized crime we
must prevent these groups from entering the legal cannabis market anonymously or through
tax havens. In order to do that, we must prohibit foreign investment in Canada’s cannabis
trade, or at the very least ensure that those cannabis producers and their shareholders will be
perfectly transparent.
When Marwah Rizqy, Assistant Professor in the Département de fiscalité, École de gestion, at
the Université de Sherbrooke, appeared before the Standing Senate Committee on Legal and
Constitutional Affairs, she had this to say, and I quote:
In fact, we do not check who are the true and ultimate beneficiaries of these companies.
We don’t track them back to the beginning. If we have 10 businesses, the first owns the
second, which owns the third, and so on. So there are levels. At the end of the line, we can
even find trusts. In the end, we never check who are the actual licence holders. If the
regulations on so-called recreational cannabis look like the regulations on therapeutic
cannabis, the loopholes are huge.
Consequently, we need to ensure that we identify the beneficiaries, and that includes parent
company shareholders.
Hon. Serge Joyal: ... But what we have heard, which is of greater concern, is the fact that the
medical or therapeutic cannabis market has already been invaded by organized crime. In other
words, the cannabis you can buy in a store, which is essentially the available cannabis the
doctor has prescribed — even that cannabis that you buy legally on the street — is infected by
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organized crime. It’s not me who states that; it’s the President of the Canadian Association of
Chiefs of Police, Mario Harel, who testified in front of our committee on March 29, 2018. I
want to read to you what Chief Harel stated:
We also ask the Federal Government to enact strict security clearance requirements that
would safeguard against criminal organizations becoming licensed growers as has been
observed in the medical marijuana regime.
I repeat: “. . . becoming licensed growers as has been observed in the medical marijuana
regime.”
The CACP remains concerned with the inclusion of organized criminals as licensed
growers/distributors in the new cannabis regime since organized crime has infiltrated the
medical marijuana industry. This is a major problem, in our view.
That’s what the President of the Canadian Association of Chiefs of Police stated to us two
months ago.
I also want to quote from Superintendent Yves Goupil from the RCMP. He is the Director of
Federal Policing Criminal Operations. He stated:
. . . yes, there are organized crime groups that will certainly use tax havens or even socalled beneficial ownership, where they are hiding behind corporate secrecy to invest and
get licences to produce cannabis.
In other words, the RCMP and the various police groups in Canada are aware that the legal
market of therapeutic cannabis is already infected by organized crime, and there are serious
grounds to be concerned that the new market that will be open for the general consumption of
cannabis will also be infiltrated by organized crime.
In an article published in January, Le Journal de Montréal gave a list of 35 companies out of
the 86 producers that have been authorized to produce cannabis. I have the list here, and I’m
going to provide it to you so that you have an idea of how much money has been invested by
those hidden funds in fiscal paradises in the various Canadian companies: AbCann Global,
Cayman Islands, $12.4 million; Aurora Cannabis, Cayman Islands, $32.5 million; CannTrust
Holdings, Bahamas, $549,000; Supreme Cannabis Corporation, $130,000, Bahamas. And
there are five others invested also in those companies; I’m just naming the major ones.
Cannabis Wheaton Income, Cayman Islands, $20.5 million; Hydropothecary — which was
mentioned in the Senate yesterday — Cayman Islands, $15 million, and Bahamas, $751,500.
DelShen Therapeutics, $3 million; Cronos Group, $225,000; Newstrike Resources, $70,000
from Singapore; Emblem Cannabis, $8.3 million, and more than seven fiscal paradises have
invested in that company. Golden Leaf Holdings, Bahamas, $308,000, and $5.7 million from
Cayman Islands; Invictus MD, Seychelles, $765,000; Maricann Group, $9.76 million; the
Green Organic Dutchman, $100,000 from Barbados, $115,500 from Bermuda, $553,000 from
Cayman Islands, and from the United Arab Emirates, Dominican Republic, Luxembourg,
Switzerland, Aruba, Panama, Malta, Virgin Islands, Belize, Marshall Islands — if you want
the amount of money listed with these names. Harvest One Cannabis, $600,000 from
Luxembourg and four other fiscal paradises. WeedMD, Cayman Islands, $2 million; Delta 9
Biotech, $300,000 from Singapore — and so on, honourable senators.
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From the Cayman Islands, more than $250 million has been invested in Canadian companies
that have received a permit. This is not an imagined or fabricated story; those are the real
figures. So when I heard Chief Harel, on behalf of the Canadian Association of Chiefs of
Police, asking us what I quoted earlier —
We also ask the Federal Government to enact strict security clearance requirements that
would safeguard against criminal organizations becoming licensed growers as has been
observed in the medical marijuana regime.
— I really paid attention, because the facts aren’t quite clear. At least half of the companies
that received a permit have received hundreds of millions of dollars of fiscal paradise
investments from people whose identities we don’t know at all. No one knows their identities,
unless we accept the amendments proposed by Senator Carignan that their identities will be
made public. It will be for any Canadian to look into the registry and know the identity of who
is selling the product, who is benefiting from its profits and who is reinvesting or sending the
profits outside Canada and avoiding taxes.
Hon. Pierre-Hugues Boisvenu: Senator Woo, I want to join you in thinking out loud, so I
hope you haven’t made up your mind yet. The issue raised by Senator Carignan and supported
by Senator Joyal has already been discussed extensively in committee. Senator Pratte says that
other companies are subject to similar rules. I disagree, because we are in the process of
decriminalizing an entire industry. This is not the potato industry. This is not an industry
where organized crime is entirely under the control of this product. The government wants to
decriminalize a sector. According to La Presse, organized crime seems to be slipping into this
industry through the back door.
Some say we are going to start keeping records on this industry in the future, but the problem
is happening right now. We need to start keeping records immediately, because the problem is
already here. Of the companies licensed to produce cannabis in Quebec, 40 per cent are
financed with money from tax havens. That is nearly half. To make matters worse, when these
companies were called up by reporters investigating the issue, they all refused to answer any
questions. Doesn’t that set off alarm bells? That tells me these people don’t care about
transparency. We are facing an industry that seems to have been infiltrated by organized crime
through illegal investments, or at least illegal cash. Let’s not forget that organized crime,
which sells this drug in Quebec, stashed the proceeds in tax havens. Are we seeing illegal
money, made by selling drugs to young Quebecers, being pumped back into the industry? We
have to think about this carefully. The industry we are trying to decriminalize needs to be
transparent. In three, four, or five years, Senator Dean, it will be too late. Organized crime will
have retaken control of this industry. According to police representatives who testified before
our committee, at least 30 per cent of the marijuana sold tomorrow will be handled by
organized crime.
If there is no transparency with respect to investments in this industry, we’ll never be able get
organized crime out. What is worse, organized crime will try to sell this drug to minors. Don’t
you think there should be more transparency when it comes to investments in this industry?
[English]
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Hon. Art Eggleton: Colleagues have made some very compelling reasons for this particular
amendment. The list of possibilities in terms of tax havens is something we have talked about
here and we all want action taken on it. I don’t think there’s any doubt about that whatsoever.
The difficulty with a motion like this is it gets presented at the last minute and, as Senator
Woo asked, what are the unintended consequences of it?
I wanted to ask a question of Senator Joyal and Senator Carignan, but they ran through their 10
minutes of time so I didn’t get an opportunity to do that.
This isn’t done generally with other corporations; that is, the making of it publicly. I can
understand the government getting this information. The government should get every bit of
this information and should be able to flesh out the tax havens or the illicit operators. There’s
no doubt about that. But we don’t make all of that information on other corporations public,
either private corporations or publicly traded corporations. Are there some privacy concerns?
What are the unintended consequences of it?
We were obviously interested in this issue when it was at the Social Affairs Committee, so we
asked the questions of the government with respect to it. Mr. Blair, the point person on this,
said:
I would like to draw your attention to one thing. This bill will require the organizations
that acquire and maintain licences for the production and processing of cannabis submit to
enhanced financial transparency. Health Canada can obtain the records of these financial
transactions and the investments. It’s built right into the bill.
In fact, there is a requirement that the name of the licence holder will in fact be made public.
All of this additional information, yes, the government should have it, but should it be made
public? What are the consequences of all of that?
I certainly agree with the endeavour to get people using illicit funds out of any kind of licensed
position on cannabis production, but I think we need to have a better understanding of the
consequences of all of this.
Might I add one other thing? Senator Carignan, of course, because of his position, will paint
the bleak picture of what’s happening in Colorado and other parts of the United States and will
draw on the witnesses that back up the information, but there are other witnesses, on the other
side of the coin, who have a very different view.
There’s one aspect, for example, in Colorado, where there has been some increase in
organized crime, but it’s people coming from out of state who are then sending shipments back
into the state they’re from. There are no border controls between the two states. You can easily
do that, whereas in Canada you would be subject to criminal penalties if you tried to export
outside of the country. A lot of the other statistics, I think, are refuted by very notable figures
in the government and people who have been involved in the academic community in the
analysis of what is happening in Colorado and other places. I don’t buy all of that.
But certainly tax havens, yes, we want them out. Is this the means to do it? I don’t know. We
really should be taking more time to consider these things. That’s why I wanted these
resolutions put at committee. This resolution wasn’t put at committee. Instead it’s being put
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here for the first time, and it puts people in an awkward position in trying to understand the
unintended consequences.
Hon. Howard Wetston: Yes, Your Honour. Thank you. I felt it important to rise on this most
recent issue, as I will be speaking on the matter of beneficial ownership that has been
discussed. I feel like we’re in pre-study of my discussion of beneficial ownership, which is
forthcoming.
I simply wanted to point out that under Canadian securities laws, as just discussed by Senator
Dean, the CSA, Canadian Securities Administrators, has what is known as an early warning
requirement so that any security holder that advances their interest in a public corporation —
this applies to all 13 securities regulators across Canada; it’s a CSA requirement — must
disclose publicly the ownership of those particular shares or securities. Many companies or
shareholders reach the point of 9.9 per cent and don’t go over it because they don’t want to
have it disclosed publicly. When they hit the 10 per cent mark, it must be disclosed. It applies
to all public companies in whatever area of activity they are engaged. If they go above, there
are 2 per cent increments. If you reach 20 per cent, then the takeover bid rules apply, which is
also further public disclosure to all shareholders in the corporation.
Rather than speaking directly to the amendment, which probably I should, obviously I have
some sympathy to any matter of transparency regarding beneficial ownership, whether it be
with marijuana companies or other companies, which will obviously address issues of money
laundering, organized crime, real estate investment, et cetera.
I simply want to point out to my colleagues here in the Senate that this 10 per cent early
warning requirement is for all public companies and must be disclosed publicly.
June 07, 2018 [Senate][Entire Exchange]
Hon. Claude Carignan:... The final objective set out in the preamble to Bill C-45 is fighting
organized crime. Ironically, the media has already reported that many Canadian cannabis
distributors have benefited from investments coming from known tax havens. Millions of
dollars are being poured into the industry emerging ahead of legalization, yet we have no clue
who is hiding behind the corporate veil. It is no secret that organized crime groups have the
resources to reinvest the proceeds of their criminal activities in legal, legitimate businesses.
Deputy Chief Mike Serr, the co-chair of the Drug Advisory Committee at the Canadian
Association of Chiefs of Police, made a very concerning and worrisome statement. He said,
and I quote:
We know that there are over 300 organized crime groups involved in cannabis distribution
and production. It’s a $7 billion a year industry. This is a huge issue. Organized crime will
not just walk away from this issue . . . .
Furthermore, CBC/Radio-Canada just revealed some shocking facts about the legalization of
recreational cannabis in Colorado, where it has been legal since 2014. I quote:
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Even though there are more than 500 recreational marijuana dispensaries in the state, the
black market is booming.
…
Hon. Norman E. Doyle: … One of the government’s main selling points on Bill C-45 is that a
government-regulated system will be better at keeping cannabis production out of the hands of
organized crime, and cannabis and cannabis products out of the hands of children. I watched a
documentary — I’m sure you caught it as well — on the Colorado situation only a couple of
weeks ago and organized crime is doing just fine in the price wars. Legal growers sell for $10
a gram and organized crime sells for $6 a gram. I’m not sure this bill will keep cannabis out of
the hands of children. However, a concerted crackdown on organized crime using the
hundreds of millions of dollars we are spending on legalizing this drug could have been a step
in the right direction.
...

Budget Implementation Act, 2018, No. 2 (Bill C-86)
Citation

2018, c. 27

Royal Assent

December 13, 2018

Provisions
Amended

13, 14

Hansard

November 20, 2018 [Standing Committee on Finance]
Hon. Wayne Easter
On division 4, the Proceeds of Crime (Money Laundering) and Terrorist Financing Act, in
clauses 174 and 175, there are no amendments. (Clauses 174 and 175 agreed to on division)
December 04, 2018 [Senate]

Hon. André Pratte
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…Fighting tax evasion, money laundering, and other criminal activities requires authorities are
provided with complete information about who ultimately controls each private corporation.
This is the aim of amendments proposed in Bill C-86 to the Canada Business Corporations
Act. These will demand corporations hold and maintain a register of their beneficial owners,
that is, individuals who own or control 25 per cent or more of their shares, or who in fact
exercise control of the corporation.
As our colleague Senator Wetston asserted in this chamber on October 2:
The lack of beneficial ownership transparency impacts all Canadians. Basically, it’s bad
for business, it’s harmful to society and generally facilitates corruption.
The measures contained in Bill C-86 represent a major step towards greater corporate
transparency.…
December 07, 2018 [Standing Committee on National Finance][Entire Exchange]
Percy Mockler: Shall Division 4 of Part 4, entitled “Proceeds of Crime (Money Laundering)
and Terrorist Financing Act,” which contains clauses 174 and 175, on pages 129 to 130, carry?
Hon. Senators: Agreed.
Some Hon. Senators: On division.
The Chair: Carried, on division.

Budget Implementation Act, 2019, No. 1 (Bill C-97)
Citation

2019, c. 29

Royal Assent

June 21, 2019

Provisions
Amended

2, 9.3, 9.5, 29, 30, 35, 55, 55.1, 56.1, 73.21, 73.22

Hansard

May 01, 2019 [Standing Committee on National Finance][Entire Exchange]
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Hon. Bill Morneau (Minister of Finance): ...Another way we're helping to protect Canadians
is by combatting financial crime. I know this committee has done a lot of work in this regard
and I know that you've looked at how we can best do that, and I'd like to thank the committee
for that work. With this legislation, we know we can help improve Canada's anti-money
laundering and anti-terrorist financing framework, strengthening the resources, intelligence
and information sharing needed to identify and meet evolving threats, while also continuing to
protect the privacy rights of Canadians and manage the regulatory burden on the private
sector.
…
Mr. Pierre-Luc Dusseault: I will be brief. Last year, Canadians made investments of $353
billion in the 12 most notorious tax havens. As Minister of Finance, you have a similar
budget, that is to say approximately $350 billion for the federal state. What is your reaction to
that figure?
Hon. Bill Morneau: I don't know if those figures are accurate.
Mr. Pierre-Luc Dusseault: Those figures on direct foreign investment came from Statistics
Canada.
Hon. Bill Morneau: I'm going to ask Mr. Marsland to answer that question. What I can tell
you, however, is that we introduced several measures in the budget to ensure that we have a
system that will protect our economy and allow us to fight money laundering and the funding
of terrorist activities. In our opinion, this is very important for our economy. Over the past
few years, we have done several things to improve the system, notably as concerns effective
ownership, so as to know who the real beneficiaries are in organizations. Mr. Marsland, what
do you think of those figures?
Mr. Andrew Marsland: I'm sorry. I'm not familiar with the actual numbers you're quoting,
so I can't comment on them.
Mr. Pierre-Luc Dusseault: Direct foreign investments in 2018…

May 02, 2019 [Standing Committee on National Finance][Entire Exchange]
Mr. Mark Schaan (Director General, Marketplace Framework Policy Branch,
Innovation, Science and Economic Development Canada): Thank you, Mr. Chair.
[English] Today the changes we're discussing are related to the Canada Business
Corporations Act. They follow on from changes that were part of budget 2018, related to
beneficial ownership transparency. In budget 2018, we introduced changes to the Canada
Business Corporations Act to require corporations to hold information related to beneficial
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ownership and those who exercised significant control over privately held corporations
registered under the Canada Business Corporations Act.
That was part of a broad federal-provincial-territorial agreement that was reached by
ministers of finance in 2017 as a commitment from all jurisdictions to be able to proceed with
the same agreement arrangements within their own corporate statutes. The change we're
introducing here is a further clarification of the rules we set out in those amendments, which
is related to who can access that initial information.
In particular, the changes specify that an investigative body would be able to access these
records upon request. Notably, those investigative bodies in question are police tax authorities
and any investigative body added by regulations, so we've left ourselves some flexibility in
the future.
The investigative body can make a request if it has reasonable grounds to suspect that
the information would be relevant to an investigation of one of the offences set out in the
schedule and at least one of the requested corporation itself, a CBCA corporation sharing, an
investor of significant control with the requested corporation, or another entity over which
one of the requested corporation's investors of significant control has investor of significant
control-like control.
It establishes penalties for non-compliance and it also sets out some safeguards for the
usage and request of that register of significant control, notably that an investigative body
must file an annual report to the director of Corporations Canada on aggregate use of the
request power. It also sets out that investigative bodies must keep records when they use the
request power.
The Chair: It's open to discussion. The finance committee did a study on the money
laundering and terrorism financing act. Mr. Fergus.
[Translation]
Mr. Greg Fergus: That's why I'm asking the following question. Mr. Schaan, is the $5,000
fine enough to encourage private companies to keep their information up to date?
Mr. Mark Schaan: Thank you for the question. There are two aspects of the penalties set out
in the bill. First, the $5,000 fine is only for administrative errors made by a company that
doesn't comply with the details described in the bill. Moreover, the bill includes an additional
fine of $200,000 and a prison term of up to six months for non-compliance with the
provisions of the bill.
It's a distinction between the two types of penalties. There are administrative penalties for an
organization that simply makes an administrative error in their registry of beneficial owners
or for failure to do so in an administrative manner. Then the second type of penalty is for a
clear contravention of the spirit of the law, which is when you knew of information related to
a beneficial owner that you failed to include. That can be up to $200,000 and up to six months
in prison.
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We do think that balance is right in terms of administrative burden for the vast majority of
these private corporations that are small and medium-sized enterprises, but there's also the
significance of a significant fine and prison time for those who are bad actors using corporate
shells.
Mr. Greg Fergus: For those bad actors—and thank you for making that distinction—is it up
to $200,000 and up to six months in prison per error, or is it in general for being a bad actor?
If someone is purposely trying to falsify information, if they're laundering money and the
extent of that.... Is that a maximum or is there some discretion involved there for the
prosectors?
Mr. Mark Schaan: The courts and the Public Prosecution Service would be those who
would interpret the penalty scheme, but it's essentially for intentional non-compliance. If they
were able to articulate before the courts that they felt that there were multiple counts of
intentional non-compliance, for each entry or other factors, the courts may be in a position to
adjudicate that there's warrant for multiple penalties of a similar offence.
Mr. Greg Fergus: Thank you.
The Chair: Mr. Dusseault.
[Translation]
Mr. Pierre-Luc Dusseault: Thank you, Mr. Chair. Thank you for following up on the report
of the Standing Committee on Finance on this subject. Although this falls short of the
committee's expectations, it's still a step in the right direction. My first question concerns the
registry maintained by investigative bodies. It isn't specified how long the investigative
bodies must maintain the registry of requests, which records all the details of each request and
the follow-ups. First, what's the purpose of this measure?
Mr. Mark Schaan: Investigative bodies must prepare a report each year. The first bill, the
2018 budget bill, stated that the registry spoke for companies. It's necessary to maintain an
annual registry containing all the changes made. [English] On a going forward basis,
corporations will have to maintain their registry of significant control, including any changes
that are brought to their attention.
In terms of the investigative bodies, they'll have to file annually as to the number of records
they've requested. In terms of how long they would keep them for, that would be subject to
the particular laws that they're subject to on information management.
[Translation]
In this context, if an investigation continues, it's necessary for investigative bodies to maintain
these documents.
Mr. Pierre-Luc Dusseault: You referred to the significant participation in the company. I
think that we're talking about 20% or 25% in this case. Is that correct? Why did you choose
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this figure for the significant participation? It seems fairly high. People who may have bad
intentions could quite easily bypass this 25% rule.
Mr. Mark Schaan: Thank you for the question. Your question has two important points.
First, the definition of control rating has two aspects. The first aspect is the percentage of
shares that a person holds and that give the person control, which is 25%. The bill also
includes a definition of a person who controls a company with less than 25%.
We think we've captured that because we have both aspects. There's also an important linkage
to other aspects of our total approach to money laundering, terrorist financing and proceeds of
crime, in that enterprises already, under FINTRAC regulations, when they utilize a Canadian
financial institution, are required to deposit with their financial institution any beneficial
ownership information related to the exact-same percentage. We see this as boots and
suspenders in that it also provides ease for the corporation in that the same requirements
they're subject to for banking purposes are the same requirements they're subject to for
corporations. We think that parallel actually builds a strong system
Mr. Pierre-Luc Dusseault: I have a question about the registry, and not necessarily the
registry maintained by the investigative bodies. Is the ultimate purpose of this measure to
create a central registry of beneficial ownership of companies registered at the federal,
provincial and territorial levels? Will there be a central registry of all this information? My
personal idea would be to make it public. I'm not talking about all of it, of course, but some of
it. I know that the government doesn't support this position. Will there at least be a central
registry?
Mr. Mark Schaan: Thank you for the question. This project is broader than the scope of the
bill. The project to improve the system of transparency with regard to corporate profits in
Canada involves all the provinces and territories. All the stakeholders agreed to carry out the
work in two phases. The first phase, which is described here, requires each company to
maintain these records and documents. Investigators must also have access to them.
[English]
The second piece of this project is to work with the provinces and territories to identify how
we want to move forward with further access, recognizing that in the world of money
laundering, terrorist financing and tax evasion, you need a coherent system across all of the
corporate registries, because if you only do one, then everyone just re-registers in a potential
other jurisdiction.
The second phase of this is to work with the provinces and territories to identify how we
would like to be able to share this information and what makes the most practical sense in
terms of who should have access and how we should store it. For right now, corporations
have to hold it and competent authorities can access it when there's a suspicion and a linkage
to an investigation. The second phase is who else and where it should be stored.
...
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Mr. Greg Fergus: ...Seriously, following up on a comment from Monsieur Dusseault, in
regard to the 25% significant ownership threshold that we've established, could you speak to
some of the other thresholds that other jurisdictions are doing? I'm speaking in particular of
what the U.K. and the EU are offering.
Mr. Mark Schaan: I'm trying to remember. Darryl will look that up. In the world of publicly
traded corporations, it's a 10% threshold because the feeling there is that the transparency of
ownership when it's a share of a publicly traded corporation is of a different order, in part
because the transparency isn't so much about money laundering or crime necessarily, but
about who potentially has access to the proxy and who can control decision-making.
In the U.K. and the EU it's.... There we go. Ian knows this.
Mr. Ian Wright (Director, Financial Crimes Governance and Operations, Financial
Systems Division, Financial Sector Policy Branch, Department of Finance): Within the
general world, and within the Financial Action Task Force discussions, it's generally 25%.
That's the number that's tossed around, although there are variances. I think that's seen as an
appropriate balance between the burden placed upon reporting entities and individuals who
fail to report versus the ability to control a company. The ability to get collusion among five,
six, eight or 10 individuals is much less of a risk than when you only have to get two or three
or four people joined. That said, I think there will be further discussion on that number. A lot
of discussion is going on internationally and with our colleagues in other countries on what
thresholds are appropriate as the threats and the risks begin to grow.
Mr. Mark Schaan: We did quite a bit of international scanning as we developed this project.
The one piece where I think we made a number of improvements, which relates more to the
2018 changes than these, was around the fact that the registry needs to include the actual
person at the end of the chain for the beneficial owners.
From the U.K. model, we learned of their requirement to list only the next entity, which
means that you end up having to follow a chain of a series of numbered corporations to
finally get to the ultimate owner, whereas we've asked corporations to go as far down the
chain as they can.
Mr. Greg Fergus: Mr. Chair, I'd appreciate it if Mr. Wright and Mr. Schaan could perhaps
send to the committee the latest scan of the international standards from the U.K. and the EU
in particular. It was my understanding that they were going to move to a threshold lower than
25%, if not now, then soon.
Mr. Mark Schaan: I could do so.
The Chair: Okay. If you could get us that....You mentioned, in your opening remarks, that
there are safeguards for the usage. Could you outline the key three? There is some fear about
access out there. We heard that during our hearings.
Mr. Mark Schaan: One is the types of offences the investigative bodies would potentially be
able to secure these records for. The schedule of offences is essentially those that have a tie to
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money laundering, proceeds of crime and terrorist financing. The second threshold is that
there needs to be a reasonable nexus between the information and the investigative body. It
can't be a fishing expedition. The third is the duty to report. The investigative bodies have to
file an aggregate to the director of Corporations Canada so that there can be some
transparency as to how often a power is being used and who is using it.
The Chair: Mr. Dusseault.
[Translation]
Mr. Pierre-Luc Dusseault: I'll be brief. You said earlier that, to find the identity of the
natural person who owns a company, you sometimes need to go through a whole series of
companies, which may own each other, until you can find the owner of the company
concerned. This company may be the subject of an investigation.
Take the example of a case where the information isn't accurate. In other words, the company
has done everything in its power to discover the identity, but it has made a mistake or it hasn't
succeeded because the person concerned doesn't co-operate and disclose their identity. To
what extent does the legislation enable us to take action? How does the legislation address
this issue? Criminals are unlikely to co-operate and identify themselves at the end of this
chain of companies.
Mr. Mark Schaan: That's a good question. It generated a great deal of discussion in the team
that helped develop the bill. First, we must establish that this issue is the reason for the two
types of penalties. It's not the companies' fault if they fail in their efforts to investigate the
people who control the shares in the company. The second important aspect is the
incorporation of other tools.[English] This is just one tool. What we've tried to do, across the
overall approach to money laundering and terrorist financing, is to create a set of tools that
can collaborate with each other, so among the tax authorities and the investigative bodies and
the additional resources that have been placed there. You're right. We can't place too much
burden on the corporation, because its full-time job is not to investigate, ultimately, who may
be shareholders in their enterprise. Its full-time job is to run the company.
This is one more tool for competent authorities, amongst other things such as tax filing, tax
investigations and financial authorities. We hope that it's an additional aspect of the overall
effort, recognizing that it has limitations but that these can be made up for in other zones.
The Chair: Okay. Thank you. From subdivision A, we will turn to strengthening the antimoney laundering and anti-terrorism financing regime, subdivision B. We have with us Paul
Saint-Denis, senior counsel, criminal law policy; Mr. Trudel, director general, specialized
services sector; and Ms. Trotman, director, financial crimes. Okay, Mr. Saint-Denis, the floor
is yours.
Mr. Paul Saint-Denis (Senior Counsel, Criminal Law Policy Section, Department of
Justice): Thank you, Mr. Chairman. The proposal contained in the bill is a very simple one.
We are proposing to amend the offence of money laundering with an additional mental
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element of recklessness. This would mean that this modified offence would have three
potential mental elements as alternatives: one of knowing, one of believing and one of being
reckless as to the origins of the property that may be proceeds of crime. We believe that, with
this amendment, it will be easier for prosecutors to prosecute certain types of the money
laundering offences.
The Chair: Okay. Are there any questions on this section? Mr. Fergus.
[Translation]
Mr. Greg Fergus:Thank you, Mr. Saint-Denis. I would like to ask you and your team
whether other countries use the recklessness test and what results these countries achieve.
Mr. Paul Saint-Denis: In Australia, I think that the federal government uses the recklessness
test when it prosecutes money laundering offences. However, I don't know to what extent
convictions for this offence are based on the recklessness test or other tests such as
knowledge or belief.
Mr. Greg Fergus: Perhaps I should have asked about the differences between Canada and
other countries that have been very successful in their fight against money laundering. For
example, does their criminal code contain elements that aren't found in our code?
Mr. Paul Saint-Denis: It should be noted that money laundering is a particularly difficult
offence to prove. In particular, it must be demonstrated that the individual knew that the
amounts they were dealing with were proceeds of crime. I think we could say that no country
is very successful when it comes to this offence.
In Canada, we actually have two possible charges when we believe that an individual has
committed a money laundering offence. In addition to the money laundering charge, we have
a related charge of possession of property obtained by crime. We'll charge the individual with
both offences, but the crown will drop the money laundering charge, which is much more
complex, and keep only the possession charge. This charge is easier to prove, and the penalty
is the same as the penalty for money laundering, namely, a maximum penalty of 10 years in
prison.
However, to answer your question more directly, I can't think of any specific country that has
been very successful in its money laundering prosecutions.
Mr. Greg Fergus: I asked this question because, during the study that we conducted last
year, we learned that Canada didn't score well in the report of the financial action task force,
or the FATF. I wouldn't say that we were the worst, but we weren't the best. I imagine that
there are examples in other countries that we could learn from. This was the basis for our
recommendations.
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Mr. Paul Saint-Denis: It's important to remember that common law applies in Canada. A
number of FATF member countries have a civil law regime, where the approach to
prosecutions is completely different.
Mr. Greg Fergus: I completely agree. That's why we focused on the United States and the
United Kingdom.
Mr. Paul Saint-Denis: When the FATF came to assess Canada's measures to fight money
laundering and terrorist financing, we held several discussions on the distinction between the
prosecution of a possession offence and a prosecution of a money laundering offence. The
FATF is particularly interested in money laundering and terrorist financing. When we
explained to its representatives that we institute proceedings for the related offence of
possession, they were less interested because the offence wasn't money laundering. Yet these
two offences are very similar. In Canada, the crown will opt for the least difficult method to
achieve the same result. In other words, the crown will institute proceedings for possession.
However, for the FATF, this method isn't ideal. I think that we were penalized because we
don't choose the ideal solution, which would be to prosecute for money laundering.
That said, we must nevertheless recognize that money laundering offences are extremely
complex. The investigators must have extensive financial analysis expertise, which is very
costly. As your committee likely learned during its study, not only was the RCMP
reorganized, it also reassigned its staff to focus more on national security issues. Since fewer
investigators were available, fewer money laundering investigations were conducted.
As a result, the FATF has described Canada as less than stellar in the investigation and
prosecution of money laundering.
[English]
The Chair: Mr. Wright, I believe you wanted in. Go ahead.
Mr. Ian Wright: Yes, maybe I'll add a little bit to that. This change to the Criminal Code is,
we feel, necessary, but it's not necessarily sufficient for us to address the broader issues that
we have with prosecuting and trying to enforce money laundering and terrorist financing.
Budget 2019 has quite an extensive suite of other activities and other funding that we're
bringing forward. There's the ACE team. There's this trade-based money laundering centre
that's being created. There's funding provided to the RCMP to support the federal policing
and funding for FINTRAC.
I think we should look at this as one part of a broader effort by the government to strengthen
overall, and hopefully that will then lead to stronger enforcement, prosecutions, investigations
and such.
….
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Mr. Pierre-Luc Dusseault: Thank you, Mr. Chair. Obviously, this is a step in the right
direction. However, I'm not convinced that it will help catch people who are involved in
professional money laundering. It's often a chain of people, as we said earlier. The person at
the end of the chain, a money laundering professional, is well protected. They've set up
barriers and walls everywhere to protect themselves and to avoid knowing everything that
goes on with the offence until the money or proceeds reach them.
Will this really resolve the issue? The person can still protect themselves fairly easily from
charges, even with the addition of the recklessness test.
Mr. Paul Saint-Denis: Your observation is fair. Of course, people who engage in
professional money laundering are three, four or five degrees removed from the offence that
generates the proceeds of crime. We know that. The addition of the recklessness test may help
in some cases, even in the case of money laundering professionals.
However, you're right to believe that this tool won't resolve the issue. That goes without
saying. However, we believe that this tool will help us in cases where the current tools
wouldn't give us the means to successfully institute proceedings.
We hope that this will be a useful additional tool. That said, no single response or legislative
amendment will resolve the issue of professional money laundering. The things that we have
here will help, but I think that professional money laundering will remain an issue.
Mr. Pierre-Luc Dusseault: We need to find one, however. That's the challenge.
Mr. Paul Saint-Denis: If there were a solution, I'm fairly certain that we would have found it
by now.
…
The Chair: Thank you, both. Thank you, all. We'll turn to subdivision C, the Proceeds of
Crime (Money Laundering) and Terrorist Financing Act. Ms. Trotman, go ahead.
Ms. Tamara Trotman (Director, Financial Crimes Governance and Operations,
Financial Systems Division, Financial Sector Policy Branch, Department of Finance):
I will be dealing with amendments relating to the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act, or the PCMLTFA. The first set of proposed amendments would
add the Competition Bureau and Revenu Québec as disclosure recipients of the Financial
Transactions and Reports Analysis Centre of Canada, or FINTRAC, intelligence. This is
intended to support the investigation of tax evasion and mass marketing fraud.
The second set of amendments modifies the timing and the discretion of the director of
FINTRAC to make public certain information related to an administrative monetary policy.
These amendments will also clarify the information for which confidentiality orders could be
issued in an administrative monetary penalty litigation, which would exclude the identity of
the reporting entity, the nature of the violations and the amount of the penalty imposed.
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Finally, there are technical amendments that clarify terminology and improve readability of
the text.
Thank you.
The Chair: Does anyone have any questions? Just to start, can you expand on what mass
marketing fraud is?
Ms. Tamara Trotman: Sure. The Competition Bureau has a central role in the fight against
deceptive marketing practices and mass marketing fraud, which can include communication
via traditional mail, telephone or email. The Competition Bureau included them as disclosure
recipients in these proposed amendments to the legislation because they do have a large
intelligence-gathering function.
The Chair: Is that also via the Internet, via phone calls?
…
Ms. Tamara Trotman: That's correct.
Mr. Pierre-Luc Dusseault: My question has to do with the administrative monetary
penalties and the issue that was flagged by a court, I believe. The court deemed the process to
be overly vague and subjective, saying it lacked clear criteria. Does this remedy the problem?
Ms. Tamara Trotman: Thank you for the question. I'm going to switch languages to answer.
[English] Yes, this is intended to remove the discretion of the director of FINTRAC, so it
would make the naming automatic when an administrative penalty has been either issued or
following an appeal process. The entity would be named automatically.
[Translation]
Mr. Pierre-Luc Dusseault: It concerns only the naming of the entity. However, does it
remedy the underlying issue, in other words, the overly vague and broad nature of the
director's discretion? Entities being penalized didn't really know how the director had arrived
at the specified amount, finding it excessive.
[English]
Ms. Tamara Trotman: Exactly. The second piece of the proposed amendments would allow
for an ongoing court proceeding, and if the courts had issued a confidentiality order,
FINTRAC would still be able to name the entity, the amount of the penalty and what it was
for.
Mr. Ian Wright: I would also add that outside of this FINTRAC is revamping the process,
and they are working on issues around ensuring greater visibility and transparency within
how fines are determined and how the process works. That's separate from this. This is just a
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procedure talking about the naming process, but FINTRAC is working quite actively to
address the issues raised by the court in the proceedings you're referring to.
[Translation]
Mr. Pierre-Luc Dusseault: Therefore, the problem still stands. Only part of it has been
addressed.
[English]
The Chair: Is there anyone else on this section? Thank you on subdivision C. We'll move to
subdivision D, the Seized Property Management Act.
[Translation]
Mr. Nicholas Trudel (Director General, Specialized Services Sector, Receiver General
and Pensions Branch, Department of Public Works and Government Services):Thank
you, Mr. Chair.
I am going to briefly describe the status quo in relation to the Seized Property Management
Act and, then, explain how it will work after the amendments are made.
[English]
Currently, my organization is responsible for administering seized property that's being seized
pursuant to federal criminal charges only. There are specific charges for which the act is
eligible. These are specific charges under the Criminal Code, the Controlled Drugs and
Substances Act and the Proceeds of Crime (Money Laundering) and Terrorist Financing Act.
These are very specific charges for which we are able to serve, and this would be upon
issuance of a management order by a judge.
The current legislation and the limits that it has prohibit serving cases such as the fraud case
that was described pursuant to your question, Mr. Chair.
Also, these criminal cases I think are not static. Although they may start out as a federal
criminal charge, as a prosecution proceeds and investigations proceed, what began as an
expected federal criminal charge may conclude ultimately in some other outcome: acquittal, a
lesser charge, a plea bargain, etc.
The inability to provide services beyond the current scope of the act has some challenges
associated with it. Firstly, if we're unable to serve law enforcement as a service provider for
the management of these assets, that law enforcement is required to manage the assets
themselves. If they are laying charges beyond or haven't laid charges yet, these assets remain
with law enforcement to do. That means they spend law enforcement resources managing
assets.
Certainly, the uncertainty of outcome from the outset of an investigation through to the end
can prohibit the confiscation or seizure of assets or suspect assets. Lastly, as a challenge, it
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could spell inefficiency, in that we have multiple levels of organizations—provincial,
municipal, federal—all maintaining the capacity to deal with seized assets.
The changes to the act would allow my organization to serve any federal public official,
provincial public official or municipal public official. We would be able to serve any offence:
a specific violation of any provincial or federal law for assets that are connected to an
offence, or when assets are believed to be intended for the commission of an offence. It's a
much broader ability to support and we'll be authorized to manage and dispose of those assets
and provide advice to client organizations.
It would require consent. Provinces, territories and municipalities would choose to use those
services. This is not imposed. It's available to them if they so choose. Our minister or his
representatives would be required to agree to provide the service, with a mutual agreement
between the two of us. They would also need to agree to share the net proceeds, so if the
outcome is that a seized asset is forfeited to the Crown and sold or liquidated and costs are
recovered—that's how the program is paid for under the current act and how it will continue
to be paid for after the proposed amendments—then the net proceeds of sale are shared with
the jurisdictions that participated in the law enforcement action. That's also part of the
existing regime.
Really, it represents a broadening of who we can offer services to and in what context, but the
core function remains as it is today.
The Chair: In terms of proceeds from the sale of assets, is that shared now?
Mr. Nicholas Trudel: Yes.
The Chair: It is shared now and based on an agreement with the provinces or whatever.
Mr. Nicholas Trudel: That's correct. The current regulations, which aren't affected by these
amendments, specify the sharing methods, both within Canada and abroad with foreign
jurisdictions that participate in a prosecution.
The Chair: Could you give me an example of an asset that would need management? Would
it be a yacht or whatever?
Mr. Nicholas Trudel: It's pretty much anything you can imagine. There are two general
categories of assets. These are assets that are used in the commission of an offence. These are
offence-related properties such as a vehicle used to smuggle, a property used for a clandestine
lab, etc., and then there are the proceeds of crime themselves: the cash, the fancy cars, the
luxury properties that folks would buy. They also include things such as businesses that can
be used to launder money.
Prior to conviction, these assets, although seized, remain the property of the accused, so they
need to be maintained. A business may need to continue to be run or a luxury vehicle may
need to be preserved in the state in which it was seized. Even a residence may continue to be
occupied by the accused while the process unfolds, and that can take years.
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The Chair: Okay. Are there any other questions? To the witnesses, if you have anything you
want to add, just put up your hand and we'll catch you.
Mr. Fergus.
[Translation]
Mr. Greg Fergus: I have a simple question, Mr. Trudel. Was the amendment added at the
request of the provinces and territories so that the government would help them with the
disposal of assets?
Mr. Nicholas Trudel: My program staff are very engaged with their provincial and
municipal counterparts.
In some cases, we already have mutual aid agreements in place. A number of provinces have
signed memoranda of understanding regarding either the management of a particular case or
the rules and procedures for co-operation. It's important to understand that a criminal case
involving an asset is ever-changing. The process can be initiated with the expectation that it
will take place at the federal criminal level, but the outcome can be completely unexpected.
The asset may indeed be seized, but by another authority.
Therefore, we need to make sure we dovetail our approaches. The support being proposed is
very much in line with the active co-operation that already happens between municipal,
provincial and federal police authorities. They, too, work together very closely to determine
how best to pursue the investigation.
Mr. Greg Fergus: Thank you, Mr. Trudel.
[English]
The Chair: Are there no other questions?
...
Mr. Greg Fergus: I guess I would try to figure out how we are taking into account, of
course, the advent of Bitcoins, or cryptocurrencies, the abstracted term for it. How are we
dealing with that, with crypto-wallets and the like?
Ms. Tamara Trotman: We're currently following the previous parliamentary review of the
PCMLTFA at the regulatory stage. We're currently developing—
Mr. Greg Fergus: That's the 2013...?
Ms. Tamara Trotman: It was 2012, but yes, that's correct. We're currently in the process of
the second phase of regulatory amendments. We're developing regulations related to virtual
currencies, which include things like Bitcoin, etc. I guess it was in June of last year, in 2018,
that we went out with the prepublication version, and are trying to finalize, before the end of
this session, the regulations in that respect.
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Mr. Greg Fergus: I have other colleagues around the table who are more adept than I am at
understanding cryptocurrencies and that whole aspect. Forgive me if I'm out of my league on
this one. It just seems like we're catching up to the last report, of 2012, in 2018. My sense
from a lot of the testimony....
Sorry, Kim, you weren't there, but Pierre-Luc and Tom were there, or Dan was there, and
Francesco.
I'm just trying to figure this out. There were a lot of demands for us to really try to get ahead
of the game, because the market has evolved enormously since six years ago.
Ms. Tamara Trotman: Currently the Financial Action Task Force, which is the international
standard-setting body in the space of financial crimes—money laundering, counterproliferation and terrorist financing—is in the process of developing guidance around what
they call virtual “assets”, what we call virtual “currencies”. Our legislation is largely
compliant with the direction they are moving in. However, we're coming out in advance of
the agreement on that standard internationally. We are slightly ahead of other jurisdictions in
that respect.
Mr. Greg Fergus: Very good. Thank you.
The Chair: I believe Mr. Trudel wanted in.
Mr. Nicholas Trudel: To carry on with regard to the question, we've already seen some
confiscation of virtual currency. We're dealing with our first case. Part of the benefits of the
amendments we're proposing is that we will be able to lend that expertise to other
jurisdictions within Canada. You can imagine a small municipality or provincial detachment
that comes across a virtual currency confiscation. They may not have the capacity to know
exactly how to handle it technically.
That's something we've worked on with the RCMP, in contact with colleagues internationally,
in terms of figuring out how best to do this. We know that in some instances the real owner is
invisible and not necessarily in Canada, so you can't necessarily lay a criminal charge within
Canada. The amendments that we propose here and the expertise that we have, with the other
changes that are proposed, would help us to get after these kinds of more complex assets that
are used by more sophisticated operators.
May 27, 2019 [Standing Committee on National Finance]
Mr. Francesco Sorbara
Mr. Chair. I'd just like to comment that in the media recently, there has been much talk about
the reports recently issued by the Government of British Columbia with regard to money
laundering. As a committee, we were tasked to do a five-year review of anti-money laundering
and terrorist financing. It was an exhaustive study that we did for a number of months. We
travelled here in Canada and abroad. The review is something that the committee was tasked
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to do and did quite judiciously, and it is something that our government has obviously
dedicated resources to in budget 2019.
It concerns all Canadians from coast to coast to coast that Canada has become or is a centre
point for money laundering. It's very fitting to see that in budget 2019 we are continuing to
undertake a number of measures, which I think all parties would applaud, in terms of fighting
money laundering whether with regard to its impact on house prices in Vancouver or Toronto,
or with regard to the impact in general of lost tax revenues for our government to fund the
services we need.
The proposed amendment would add a reference to compliance agreements in the provision
that makes public naming automatic in certain circumstances with respect to violations related
to the proceeds of crime, money laundering and terrorist financing.
It's also being proposed that a level playing field be ensured so that all regulated entities that
commit a violation will be named, including when a compliance that remains in place between
the reporting entity and Financial Transactions and Reports Analysis Centre of Canada,
otherwise known as FINTRAC, would also ensure that there is no advantage for regulated
entities to enter into a compliance agreement with FINTRAC to avoid naming.
June 10, 2019 [Senate]
Hon. Elizabeth Marshall
...
Honourable senators, I want to say a few words now about money laundering. This issue was
referred to the Standing Senate Committee on Legal and Constitutional Affairs, but I was
interested in this topic. I was doing a bit of research before that section of the bill was referred
to another committee. I want to talk about it and then, later on, I can refer to what the Legal
and Constitutional Affairs Committee had to say about the issue.
Honourable senators, in Budget 2019, the government lays out its concerns regarding money
laundering. For the past few years, the issue of money laundering has played out in the media
in British Columbia. Last year, the B.C. government retained retired RCMP Deputy
Commissioner Peter German to conduct an independent review of money laundering in Lower
Mainland casinos. His report was released in March 2018.
More recently, two other reports have been released on money laundering in real estate, luxury
cars and horse racing. These reports were commissioned in September 2018, following a
widespread concern about the province’s reputation as a haven for money laundering.
The first report was from an expert panel on money laundering, which was appointed by the
B.C. government to review money laundering in the real estate sector. The second report was
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from Peter German’s second review into money laundering, focusing on the construction
industry, real estate, luxury cars and horse racing.
The C.D. Howe Institute also released a report entitled, Why We Fail to Catch Money
Launderers 99.9 percent of the Time. In this report, author Kevin Comeau says that Canada’s
anti-money laundering protections, especially as they pertain to real estate, are among the
weakest of those of Western liberal democracies and billions are being laundered in Canada
annually.
In addition, the House of Commons Finance Committee issued a report in November of last
year on their review of the Proceeds of Crime (Money Laundering) and Terrorist Financing
Act.
The Standing Senate Committee on Banking, Trade and Commerce also issued a report in
2013 titled as follows: Follow the Money: Is Canada Making Progress In Combatting Money
Laundering and Terrorist Financing? Not Really.
The federal government has been criticized for not taking enough action to counter money
laundering.
Budget 2019 commits $11 million this year and $141 million over five years to the RCMP,
Public Safety Canada, Canada Border Services Agency and FINTRAC to strengthen Canada’s
anti-money laundering and anti-terrorist financing regime.
In addition to the funding, Bill C-97 proposes amendments to the Criminal Code and Proceeds
of Crime (Money Laundering) and Terrorist Financing Act.
As I mentioned earlier, this section of the budget implementation act on money laundering was
referred to the Standing Senate Committee on Legal and Constitutional Affairs, and I will
comment further on this item later in my speech.
June 17, 2019 [Senate]
Hon. Peter M. Boehm
...Our colleague, Senator Marshall, referenced money laundering in her speech. We all know
of the report from May out of British Columbia about the staggering amount of laundered
money that seeped into the economy of that province last year — more than $7 billion, in fact.
Worse still, that places British Columbia fourth, behind Alberta, Ontario, and the Prairie
provinces. The report that uncovered the depth of the problem was prepared by British
Columbia’s Expert Panel on Money Laundering, which was chaired by Professor Maureen
Maloney. Evidently, money laundering is a national concern.
The report estimated that, in 2018, $40 billion worth of proceeds of crime seeped into the
Canadian economy.
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Colleagues, we can surely all agree that, so far, Canada’s laws haven’t gone far enough in
tackling what is a critical issue.
[English]
Senator Wetston and Senator Downe have been especially strong in this chamber on the
subject and on the corresponding matter of beneficial ownership. In recognition of the very
real impact dirty money has on Canadians — for example, increased house prices — Bill C-97
seeks to strengthen Canada’s anti-money-laundering rules. The suite of amendments includes
changes to the Canada Business Corporations Act, the Criminal Code, the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act, and the Seized Property Management Act.
These amendments, once Bill C-97 passes, will improve timely access to beneficial ownership
information; add “recklessness” to the offence of money laundering, which would have the
effect of criminally punishing people who, knowing the money might be illegal, moved money
on others’ behalf despite the potential criminal nature of doing so; add the Competition Bureau
and Revenu Québec to the list of entities entitled to financial intelligence information from the
Financial Transactions and Reports Analysis Centre of Canada, FINTRAC; broaden access to
specialized asset-management services and increase transparency in administrative monetary
penalty procedures and clarify confidentiality of proceedings. That last point, covered by
clause 111 of Bill C-97, will ensure that any regulated entity found to have committed an
infraction under the Proceeds of Crime (Money Laundering) and Terrorist Financing Act will
be named publicly, as will their financial penalty, by FINTRAC.
This is an especially important change. We cannot underestimate the power of “naming and
shaming” when it comes to ensuring companies follow the rules. In that spirit, just last week,
the Financial Services Committee of the United States House of Representatives passed the
Corporate Transparency Act. While it still must make its way through the rest of the legislative
process, the Corporate Transparency Act is intended to require companies to publicly disclose
their true beneficial owners to FinCEN, the United States Treasury Department’s Financial
Crimes Enforcement Network. Corporations would need to disclose those names as soon as
the company is established and would also need to provide FinCEN annually with updated
lists of beneficial owners to ensure the public registry is accurate. The intention is to make it
much more difficult for criminals and other bad actors to launder their ill-gotten gains through
anonymous shell companies.
It is my hope that Parliament will soon look at implementing similar legislation in Canada.
To further combat the far-reaching problem of money laundering here at home, the
government very recently committed new funding for the RCMP. Minister of Finance Bill
Morneau and Minister of Border Security and Organized Crime Bill Blair announced on
Thursday that the RCMP will receive $10 million for improved technology that will help the
RCMP with its investigations.
British Columbia’s own Finance Minister, Carole James, welcomed the announcement but
stressed that there needs to be more of a focus on enforcement.
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An Act Respecting National Security Matters (Bill C-59)
Citation

2019, c. 13

Royal Assent

June 21, 2019

Provisions
Amended

53.4, 53.5, 55

Hansard

February 13, 2018 [Standing Committee on Public Safety and National Security][Entire
Exchange]
Mr. Michel Picard: My question is for CSIS and the RCMP. Throughout the bill, we note the
absence of FINTRAC. That is not an oversight. There is no denying that terrorist financing is a
reality. That said, the current trend is to keep reducing the cost of terrorist attacks. For
example, a truck may be stolen and crashed into a crowd. The financial aspect has changed.
In the current modern circumstances, would it be a good idea to reconsider the link with
FINTRAC? Are our legal methods for working with the organization enough to keep us from
having to establish a link with FINTRAC in Bill C-59?
[Expand]
D/Commr Gilles Michaud: I think that our current relationship with FINTRAC and the
existing legislation help us do our work. That actually gives us some flexibility. The threat can
increase and be expressed in a certain way over a period of time, and then the method can
change. We can always share information with FINTRAC. The legislation makes those
exchanges possible under any circumstances.
[Expand]
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Mr. Malcolm Brown: I would like to add that there is now a five-year review of the terrorism
legislation....
[English] John what's the full title of the act?
[Expand]
Mr. John Davies (Director General, National Security Policy, Department of Public
Safety and Emergency Preparedness):The Proceeds of Crime (Money Laundering) and
Terrorist Financing Act is now in its five-year review. The Department of Finance has put out
a discussion paper asking for feedback on how to improve the act.
[Expand]
Ms. Tricia Geddes: I would concur with my colleague. We work very closely with
FINTRAC. I don't believe there are any changes required there. We invest in counterterrorism
investigations, and terror financing is one aspect of that.

June 7, 2018 [House of Commons
Mr. Tom Kmiec
Mr. Speaker, the member is right. There were 29 amendments proposed. Many of them dealt
with assuring ourselves that our security agencies would have the information they needed to
be able to conduct their investigations and to disrupt terrorist networks.
One thing I will mention is that there are provisions in the legislation where the intelligence
commissioner, I think is the title, would not be able to look at things such as FINTRAC.
Having sat on the Standing Committee on Finance, I know that FINTRAC collects a large
volume of financial information on the activities of Canadians to try to deter and detect fraud
and money laundering operations, much of which is done by those who would support,
promote, and advocate terrorism and who finance these types of activities. Those are some of
the failings I see here, where the Liberals did not accept a single one of our amendments that
would have assured us there would be more information-sharing between our agencies.
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An Act To Amend The Criminal Code And Certain Other Acts (Criminal Law Improvement
Act, 1996), S.C. 1997, c. 18 (Bill C-17)
Citation

1997, c. 18, s. 23

Royal Assent

April 25, 1997

Hansard

June 10, 1996 [House of Commons]
Mr. Michel Bellehumeur (Berthier-Montcalm, BQ)
…Another amendment in this bill is aimed at making it easier to prove that someone helped
launder the proceeds from crime. I must say right away that this is a step forward. We in the
opposition have sought and continue to seek a major change, or at least a tougher attitude, in
this regard, given that several countries consider Canada as an ideal place to launder money. I
think this amendment is a step forward, but we will still need to look very seriously into this
issue at some point in time, to ensure that Canada does not keep this unenviable title of crime
money laundering paradise.
For the time being however, as far as the bill before us, Bill C-17, is concerned, we suggest
adding to the list of ways of participating in the laundering of proceeds of crime the fact that a
person accepts that money be deposited in an account under his or her name, while knowing or
believing this money was derived from a designated offence.
Recently, several people have received letters requesting permission to deposit certain
amounts in their banks accounts. Again, this is a current concern. There was a piece on this in
L'Actualité a few months ago. Those who accepted later found their bank accounts to have
been emptied out. Certainly, there is an element of voluntary blindness in accepting money
from some unknown source abroad, under the mere promise of an eventual profit. But it did
not pay off in the end, as the defrauder, who had deposited money in their bank accounts, then
took it out, along with all their savings. This may be one of the means used to hide and launder
proceeds from crime and, as I said, I think it should be provided for and included in Bill C-17.
June 10, 1996 [House of Commons]
Mr. Jack Ramsay (Crowfoot, Ref.)
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…We also support the portion of the bill which strengthens the proceeds of crime legislation
by ensuring that criminals do not retain the profits of their crimes, but we cannot support Bill
C-17…
November 28, 1996 [House of Commons]
Shaughnessy Cohen (Liberal)
Bill C-17 contains Criminal Code improvements and they are opposed to that. Every attorney
general in this country wants Bill C-17. It modernizes the Criminal Code. They need it to help
them in law enforcement, but the Reform Party thinks it is important for us not to take advice
from attorneys general and instead to cram unworkable and ridiculous procedures down their
throats.
…
If that is not enough, there were a few things that we did which were not even in the red book
or that were not promised. We launched a national flagging system as part of the Canadian
Police Information Centre to help crown attorneys deal more effectively with high risk
offenders at the time of prosecution. We established an anti-smuggling strategy to combat
illegal trade in tobacco, firearms and alcohol. We continue to implement the war crimes
strategy announced in January 1995. We expanded efforts to fight organized crime by seizure
and forfeiture of assets and provisions against money laundering, and on and on and on.

April 15, 1997 [Senate]
Hon. Lorna Milne
….This bill makes several significant changes to the part of the Criminal Code that deals with
search and seizure. This area of the law has become increasingly tricky since the advent of the
Charter. The Charter guarantees every one the right to be secure against unreasonable search
and seizure. In recent years, the courts have been engaged in detailed scrutiny of the actions of
law enforcement officers in the investigation of offences. Often, a conviction or acquittal will
depend on whether or not the police obtained the evidence in accordance with Charter
requirements. A number of amendments will clarify the law and codify what the courts have
said about search and seizure.
Some other amendments will add to the kinds of warrants that can be obtained. Finally, several
amendments will reduce the administrative burden on law enforcement authorities in relation
to property that was seized under a warrant or other statutory or legal authority. A justice will
also have the authority to permit the sale or destruction of perishables or other things that can
depreciate rapidly. All of these changes will eliminate procedural and technical complications
in the law and permit law enforcement to act with greater efficiency and fairness…
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Criminal Law Improvement Act, 1996 (Bill C-17)
Citation

1997, c. 18, s. 27

Royal Assent

April 25, 1997

Hansard

June 10, 1996 [House of Commons]
Mr. Michel Bellehumeur (Berthier-Montcalm, BQ)

…Another amendment in this bill is aimed at making it easier to prove that someone helped
launder the proceeds from crime. I must say right away that this is a step forward. We in the
opposition have sought and continue to seek a major change, or at least a tougher attitude,
in this regard, given that several countries consider Canada as an ideal place to launder
money. I think this amendment is a step forward, but we will still need to look very seriously
into this issue at some point in time, to ensure that Canada does not keep this unenviable
title of crime money laundering paradise. For the time being however, as far as the bill before
us, Bill C-17, is concerned, we suggest adding to the list of ways of participating in the
laundering of proceeds of crime the fact that a person accepts that money be deposited in an
account under his or her name, while knowing or believing this money was derived from a
designated offence. Recently, several people have received letters requesting permission to
deposit certain amounts in their banks accounts. Again, this is a current concern. There was a
piece on this in L'Actualité a few months ago. Those who accepted later found their bank
accounts to have been emptied out. Certainly, there is an element of voluntary blindness in
accepting money from some unknown source abroad, under the mere promise of an
eventual profit. But it did not pay off in the end, as the defrauder, who had deposited money
in their bank accounts, then took it out, along with all their savings. This may be one of the
means used to hide and launder proceeds from crime and, as I said, I think it should be
provided for and included in Bill C-17. Other provisions complement existing provisions
regarding credit card forgery and unlawfully obtaining computer services. For instance, it will
now be illegal to possess or use a computer password to unlawfully obtain computer
services. We must keep up with our times, and I think that the Criminal Code was in great
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need of updating, from a legal point of view, to be in step with new technologies, such as
computer services.
…

June 10, 1996[House of Commons]
Mr. Jack Ramsay (Crowfoot, Ref.)

... We also support the portion of the bill which strengthens the proceeds of crime legislation
by ensuring that criminals do not retain the profits of their crimes, but we cannot support Bill
C-17. We do not support Bill C-17 because we are vehemently opposed to that portion of the
bill which lessens the penalty for certain offences. That the justice minister felt it was
necessary to slip this into an otherwise supportable bill is very regrettable in my eyes. We
oppose Bill C-17 because it places Canadians at risk through continued Liberal leniency. The
Reform Party will only support a judicial system, and changes within that system, that places
the punishment of crime and the protection of law-abiding citizens and their property
ahead of all other objectives and considerations.
...

November 28, 1996 [House of Commons]
Ms. Shaughnessy Cohen (Windsor-St. Clair, Lib.)

…We established an anti-smuggling strategy to combat illegal trade in tobacco, firearms and
alcohol. We continue to implement the war crimes strategy announced in January 1995. We
expanded efforts to fight organized crime by seizure and forfeiture of assets and provisions
against money laundering, and on and on and on. Never, I would venture to guess in the
history of our country, has there been a more prolific Minister of Justice. Never has there
been a government so closely aligned with concern for Canadians and for their safety. This
morning the member for Medicine Hat went out of his way to reinforce what Reform
hammers home and that is the scare tactics, the irresponsible creation out of the air of
statistics that are not valid. Crime has not increased. Youth crime has not gone up.

April 11, 1997 [House of Commons]
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Mr. Michel Bellehumeur

…Here are some of the main areas affected by Bill C-17. The bill proposes a series of changes
to deal more effectively with the proceeds of crime. Some of these changes will help the
police to carry out seizures, including the money that makes the world of organized crime go
round. In politics, money makes the world go round; the same is true of organized crime. I
think we must have all the tools we need to seek out the proceeds of crime. If I may digress
for a moment, this is what Mr. Bégin made very clear in a proposal that was rejected out of
hand by the Minister of Justice on Monday, a proposal that favoured anti-biker legislation,
with provisions that would help the police seize their money, their property, their bunkers,
their armoured cars and their big limousines. The bill will make all this possible. I think that
by cutting off their livelihood, it will be possible to get rid of the organized crime element. I
just wanted to say that in passing. As for other aspects of this bill, there were several changes
with respect to computer-assisted crime, counterfeiting and the fraudulent use of credit
cards. I think we have to move with the times. The Criminal Code goes back many years and
has to be updated regularly. That is the purpose of Bill C-17. We certainly had no objection to
updating the Criminal Code. There are also provisions to deal more severely with driving
under the influence. Here again, I think that considering certain court decisions, it was
necessary to amend the Criminal Code in this respect. There are also provisions-and this is
very important as far as the provinces are concerned-that will save money while helping
counsel with court appearances. For instance, there are provisions for videoconferencing and
the issuing of warrants by means of modern communications. Here again no one would have
thought of this ten years ago, but, today, with informatics and the whole field of
telecommunications, things like remote appearances are possible so as to save money for the
provinces, which administer justice. All that is in Bill C-17. Clearly we support these
provisions, but, once again, I think things could have gone further, as for example with the
provisions on money laundering, because this is glossed over somewhat. Canada, let us face
it, is the best country for money laundering. The Liberals opposite often boast that Canada is
the finest country in the world, but in this finest country in the world, we annually launder,
according to estimates, between $20 billion and $90 billion. The police estimate it as follows:
only some 10 per cent of drugs are seized annually. The seizures are worth between $1.5
billion and $4.5 billion a year. A quick calculation reveals that 100 per cent would be over $20
billion. The President of the Treasury Board is looking at me with great interest. I am sure he
sees a lot of numbers, but he has only to consult the Canadian crime service and the RCMP
for confirmation of my figures. Bill C-17 should contain provisions to reinforce the whole
matter of money laundering to further prevent it and to better equip the police so Canada
loses its title. I will conclude on this point. The title is awarded by the great jurists of the
world and by the Americans annually in September, because American inquiries and
commissions look into the matter. Every year, the Canadian government is encouraged to
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strengthen its legislation to prohibit this activity because of the border between Canada and
the United States. I could go on with my speech, but I see my time has run out.

April 11, 1997 [House of Commons]
Mr. Jack Ramsay (Crowfoot, Ref.)

... We also support the portion of the bill which strengthens the proceeds of crime legislation
by ensuring that criminals do not retain the profits of their crime.….

April 21, 1997 [House of Commons]
Mr. Michel Bellehumeur

Mr. Chairman, what I understand is that they are introducing the first phase because they do
not know what to propose in the further phases. The minister has just said so. I understand.
What I do not understand however is when he says that it was quick and effective. Again, I
remind members that we have been asking the government to introduce this bill for two
years now. The same thing can be said about Bill C-17. The minister spoke about it three or
four times. I remind him that this bill had been introduced back in 1994. The Bloc Quebecois
had to threaten the government to propose anti-biker amendments in order to get the
minister to bring that bill back to the House and have it passed. There is another point I want
to raise with the minister. The government of Quebec and the Bloc Quebecois raised on
several occasions the issue of crime proceeds and money laundering in Canada. Again today,
a newspaper mentioned that legislation on money laundering is very difficult to implement
because there are so many loopholes. Reference is made to Canadian policemen; they must
be the ones the minister says he has met several times. I also met several chiefs of police and
policemen in Quebec, who told me almost the opposite of what the minister has been telling
this House for the last little while, in particular about the legislation on money laundering,
about which they were almost unanimous. I have even talked to judges and attorneys
general of Canada. So, we read in the paper this morning that the police in Canada would
love to have half or even one quarter of the measures that exist in similar legislation in the
United States. As for the whole issue of anti-biker or anti-gang or anti-crime in general, we in
the Bloc Quebecois have said repeatedly that stricter legislation is needed on money
laundering. I realize that Bill C-95 contains provisions concerning the seizure of real property
or other property. I know that Bill C-95 is a step forward. However, this is nothing compared
with what chiefs of police have been asking for years in the way of legislation on money
laundering. While the minister was at it, why did he not add some amendments on money
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laundering, in order to make this activity more difficult in Canada? Now we are known as the
drug trafficker's paradise. We already knew that Canada was a tax haven for money
laundering. The minister should realize there is some urgency in this case as well, and even
the Bloc Quebecois would have liked to see him pass legislation to deal with this. As far as
money laundering is concerned, when we talk to the police, they say that between 20 and 30
billion dollars are laundered annually. A judge of the Quebec Superior Court told me it could
be as much as 50 or 60 billion dollars. Again, considering the urgent nature of these demands
which, I think, we made very clear to the government, the same way we did in the case of
anti-biker legislation, I want to ask the minister why, when he was working on this bill, he did
not introduce legislation to make it well nigh impossible to launder money, an activity that is
today a disaster for the economy? And tomorrow it will be even worse for Quebec, for a
sovereign Quebec, but for Canada as well.

April 21, 1997 [House of Commons]
Mr. Alan Rock

Mr. Chairman, the hon. member mentioned his interest in the issue of money laundering. As
I said before, we already adopted Bill C-17. In this bill, sections 27 to 39 deal with money
laundering. Most of the improvements mentioned by the hon. member have already been
passed in Bill C-17. Of course we need more. As I said before, we do not see Bill C-95 as the
last phase of our efforts but as an initial step. So let us start with the first step, and then in a
few months or a few years we will propose other measures, but for the first time, this bill will
provide a legal framework for dealing with organized crime.

April 21, 1997 [House of Commons]
Mr. Michel Bellehumeur (Berthier-Montcalm, BQ)

Mr. Speaker, I am extremely pleased to speak at this stage on Bill C-95. As my hon. colleague
for Hochelaga-Maisonneuve has just said, we have co-operated throughout the day and the
Bloc Quebecois proposals are what accelerated the process of getting Bill C-95, an aAct to
amend the Criminal Code (criminal organizations) and to amend other Acts in consequence,
passed as quickly as possible. For us in the Bloc Quebecois, this is not just a matter that has
been debated here for the past week. It is a very important subject. From the start, the Bloc
Quebecois has been highly aware of the problem, because it is very much present in Quebec.

Appendix E - Page 137

Commission of Inquiry into Money Laundering in British Columbia

As far back as 1995, we tried to convince the minister of the importance of legislation on
gangs, of anti-biker gang legislation, of legislation to fight the scourge of organized crime.

You will recall that the Bloc Quebecois had to question the government on several occasions
sine 1995, that we in the Bloc Quebecois, the official opposition, had to make speeches in
this House in order to convince the minister. Press conferences had to be held. On several
occasions, the hon. member for Hochelaga-Maisonneuve met with the police chiefs. He even
played a lead role in a pressure group lobbying for action to finally be taken in this area, for
the passage of legislation against the biker gangs. You will recall, as well, that we even
applied to the Speaker of the House for an emergency debate to be held on the whole matter
of motorcycle gangs, organized crime and money laundering. You will recall that we were
told there was no emergency. In 1993, the Bloc Quebecois promised its electors to give them
real power and to defend their interests and it kept asking the federal government to take
action, to do something that would put an end to this scourge. Though we are not
responsible for introducing legislation, because we do not have the millions of dollars and the
hundreds of lawyers who work in the Department of Justice-our means are very limited-we
proposed in 1995 and later in private bills some definitions and means that would allow us to
really go after organized crime and gang leaders. We proposed that in good faith to the
government. We tried to force it to do what it is expected to do, and that is to legislate in its
own jurisdiction. But that was not enough. We had to have bombs. How many bombs went
off in Quebec before the minister decided to take action? There had to be murder attempts.
We had to find dynamite across Quebec. There had to be murders. There were marches in
Saint-Nicolas, demonstrations by mayors and public pressure. Some innocent people were
injured. Members will also recall that young Daniel Desrochers was killed in that gang war. I
remember very well that one day I asked the minister what he was waiting for to legislate. He
kept saying there was no rush and that no legislation was necessary. The same day, we had
six incidents connected with the biker war. Bombs exploded, someone was killed, a Molotov
cocktail was thrown into a restaurant in Quebec City. Dynamite was found in Longeuil. There
was a shooting in Saint-Nicolas. And the minister said there was no rush.

Do you know what convinced the minister that perhaps he should do something? It was
when we threatened to amend Bill C-17 which been languishing in the House for at least two
or three years, to amend it and include anti-biker provisions. The minister decided to act.
More than that, after repeated questioning in the House, the minister decided to go and see
for himself the problems they had in Quebec City. Fortunately, the air in Quebec City had a
very salutary effect on the Minister of Justice, since he came back saying there was some
urgency. There are those who fell from their horse on the road to Damascus and there are
others who went to Quebec City to realize that action was urgently needed on the whole
issue of the biker gang war in Quebec. So the minister came back from Quebec City saying
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this could not go on, a situation where people stayed home because they were afraid of
being shot, because they were afraid of the biker war that was going on in a number of
municipalities in Quebec. The problem is not recent. Back in 1982, a municipality, I think it
was Sorel or Tracy, asked both levels of government to intervene, to pass legislation to help
them fight what was starting to come to a head, in other words, all the bunkers being built
and all the organized crime connected with all this.

The government of the day failed to act, and today's government, the Liberal government
opposite, was not doing anything either. It took the members of the Bloc Quebecois, who are
here solely to look after Quebec's interests, to make them understand that there was a
problem and that immediate action was required. As I said earlier, we worked together to
help the government get the bill passed as quickly as possible, in view of the fact that
everyone knows elections are in the wings. We need only listen to the Prime Minister and his
wife if we have any doubt at all. However, what surprises me today is that the Minister of
Justice says this is just a first step. We are delighted the Minister of Justice has taken this
course, as we have been pointing it out since 1995. We would have liked a bill that went
further in fighting crime, but we accept the bill as it is. We will pass it in the hope that we can
someday amend it as we would like in order to reach the goal we set ourselves. The Minister
of Justice says it is a first step, a first stage. I asked the minister why, since he said that it was
a first stage, a first step, he did not decide to go further. Quite candidly he told me that he
will continue to look into this matter and see what he can do. Finally, he does not know what
to do as the second, third and fourth stages. I encourage him to reread the entire private
member's bill my colleague from Hochelaga-Maisonneuve introduced. I also suggest he
reread the letters I wrote him in 1995 providing certain definitions in order to get to the
leaders. Perhaps then the Minister of Justice will include a second stage, which we will soon
have in another legislature. I hope that the Bloc Quebecois will be as strong then in order to
defend Quebec's interests. I expect the minister will continue to move in the direction of the
claims we made in this matter.

I can tell you right off two points the minister should consider for the second stage: the
leaders and money laundering. On three occasions today, I asked the justice minister, who
says that his bill goes directly after gang leaders, to show me where in Bill C-95 I could find
something that dealt directly with gang leader. On three occasions he answered that it did so
in a global way, that the bill had to be looked at in a global way. The minister never told me
precisely where to look, and I will tell you why. It is because there is nothing in this bill which
really deals with gang leaders. True, it is a step forward; true, it gives greater powers to the
police; true, these are things the Bloc Quebecois had been demanding; true, we are satisfied
and happy, but this bill does not go as far as we would have liked it to go. I would invite the
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minister not to misinform the public, but to tell what is truly in the bill; one thing that is
definitely not in it is provisions dealing directly with gang leaders.

Among the definitions that the minister has put in this bill, there are certainly good ones. This
is the first time that a criminal organization and an association have been defined. These are
things that we have been asking for in the House since 1995, and we were told that it was
not appropriate, that it could not be done. Of course, we are very happy to find that in a bill.
This is a step forward. The Bloc Quebecois has helped the government, has contributed to
the drafting of a new provision that had never been seen in Canada. Thanks to the Bloc
Quebecois and its repeated representations, the government was convinced to proceed. We
are very happy about that. However, although a gang and an association have been defined,
the provision is drafted in such a way that it is still related to an individual, to the committing
of a crime. We know full well that it is not the gang leaders who do the heavy work. It is not
the leaders who set the bombs that exploded. It is not the leaders who gunned down an
individual. It is not the leaders who threw a Molotov cocktail in the restaurant in Quebec City
or who hid the dynamite sticks in Longueuil. It is not the leaders, but people who work for
them and who get orders from them. How can we catch the leaders if the bill only helps us
catch those who do the work and not those who order it? On three occasions, the minister
has been unable to answer this question, simply because the Bloc Quebecois is right. This bill
does not reach all the way up to the leaders, and something will have to be done about that
very soon. If we are to put an end to this plague, we must deal not only with the ordinary
members, but also with the leaders.

Another issue that would have been very easy for the Minister of Justice to address in the
bill, as we repeatedly asked him, is money laundering. As you know, Canada has the dubious
honour of being the G-7 country where the most money is laundered every year. According
to the statistics and to judges and law enforcement officers, it is estimated that between $30
billion and $60 billion is laundered in Canada every year. Some judges say $60 billion, while
law enforcement officers say between $30 billion and $40 billion, based on how much they
have seized, which represents about10 per cent of all the money laundered in Canada. Given
that they seize approximately $3.5 billion, $4 billion or $5 billion per year, they estimate
money laundering to represent approximately $30 billion, $40 billion or $50 billion. But
regardless of the exact amount, even it were only $20 billion per year, as my hon. colleague
said earlier, this is about as much as Canada's annual deficit. It is a awful lot of money.

To cover all the bases and provide a comprehensive solution to the problem of biker gangs,
organized crime and money laundering, provisions dealing with these specific issues could
have been included in Bill C-95. For instance, the production and distribution of $1,000 bills
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could have been prohibited. Canada may be the only country in the world where such large
denominations are used. According to our information, no country in the world has
banknotes worth as much as $1,000. As we know it is not every John Doe that walks around
with a wad of $1,000 notes in his pocket. My notebook, here, has less than 30 pages, but if it
were a wad of $1,000 notes, I would have $30,000 in my hand. It is easy to carry, to pass
from hand to hand. Money laundering is easy. We could simply prohibit that. It would have
been very easy to include in Bill C-95 a provision about that. It would have been easy also to
include in Bill C-95 provisions requiring financial institutions to report any dubious
transaction of $10,000 and more. It would have been easy also to require casinos, travel
agencies or any other groups which are paid or see carried about huge sums of money of
$10,000 and more, to report such facts. One judge told me that, because of the current state
of the legislation, he was unable, despite the bank's co-operation, to find guilty of fraud an
individual who went to the bank to deposit a hockey bag full of money. He came in with the
bag which he put on the counter saying he wanted to deposit some money. The bag held
about $1 million in $50, $100 and $1,000 notes. Even if the bank did co-operate and even if
the police did its work, there are so many loopholes in the Canadian legislation that the judge
was not in a position to convict this man. Everybody goes around with bags full of dollars.
Everybody does that in Canada. Oh, sure. It is total nonsense. It makes so little sense that on
the very day when we are dealing with Bill C-95, we read this headline in a newspaper:
Thanks to the weakness of our legislation, Canada is a paradise for traffickers. This news
report says exactly what we have been repeating for two or three years: our legislation is
ineffective. The report says that the Canadian legislation on the laundering of money has so
many loopholes that it is extremely difficult to enforce. The Canadian police, and even those
the justice minister brags about meeting a couple times, are dreaming of the day when they
will have half or even only the quarter of the provisions existing in the United States. In
Canada, we have to prove beyond any doubt that the money is the proceeds of criminal
activities. In the United States, the onus is on the accused. Why did the minister not take the
opportunity, with Bill C-95, to amend this legislation, when the government can count on the
co-operation of all parties in the House to have legislation with teeth, and legislation that
would meet the demands of many groups and political parties, like the Bloc Quebecois or the
police association?

I will conclude by saying that this is a step in the right direction, but I would have liked the
minister to listen more to the official opposition, the Bloc Quebecois. He did not agree 100
per cent with the Bloc, which would have been hard for him to do in this election period.
However, I think the Bloc Quebecois made some remarkable progress here and will continue
to fight and will still be here, after the next election, to ask the government for some
amendments to this legislation, in order to meet the needs and the demands of Quebecers in
this area.
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An Act to amend the Criminal Code (criminal organizations) and to amend other Acts in
consequence (Bill C-95)
Citation

1997, c. 23, s. 9

Royal Assent

April 25, 1997

Hansard

April 21, 1997 [House of Commons]
Mr. Alan Rock

Mr. Chairman, what must be remembered is that the objective is not to deal with groups on
the margin who may have three or four people committing crimes. The objective is to get
tools into the hands of the police so they can gather evidence in relation to organizations that
pose a serious risk to the safety of the community and that are engaged on a systematic basis
in the commission of serious offences throughout the country.

The hon. member asked me about groups subdividing into cells of four in order to escape the
strict terms of the definition. In my view if any such thing happened, the court could and
would simply look beyond the artificial subdivision to the existence of the larger group on the
facts and would not permit such a ruse or artifice to interfere with the enforcement of this
law.

For example, just because a given biker gang which is internationally known and
internationally active creates subgroups of four members each and gives them a different
name would not protect them from this law. The court would be able to look at evidence of
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the reality behind the artifice and would be able to conclude that the group or association
was broader than just the four members and would apply the law as such.
Let me get to the hon. member's broader question which has to do with how this law works.
This law works in two fundamental ways.

First of all, for the first time it establishes a formal framework which defines organized crime.
That framework provides access by the police, if they are investigating such a phenomenon,
to investigative tools which would not ordinarily be available: wiretaps with a different
standard; extensions of wiretaps which would otherwise not be available; prolonging the
period after which notice of a wiretap has to be given, which in other cases would have to be
given sooner. Access to income tax information is another investigative technique or tool
which would not otherwise be available to the police. That is the first thing it does. It
establishes a new category of organized crime. If the police are investigating it, they can do
things they would not be able to do if they were investigating other kinds of crime.

The second thing this legislation does is it establishes different consequences for organized
crime as opposed to other kinds of crime. Penalties are more severe. If a person commits the
same crime but does it in association with, for the benefit of, or at the direction of organized
crime, then the consequences will be more significant than they otherwise would be. The
proceeds of crime legislation will apply to the crime. Beyond that, the court can not only
seize the proceeds of the crime, it can also seize the instruments used to commit it. If a truck
is used to drive explosives from point A to point B to plant them for the gang, the truck can
be seized if the evidence shows it was an instrument used in the commission of the crime.
Those are the two fundamental things in the bill. There are others. The first is that it
establishes something called organized crime. For the first time in our Criminal Code it
creates that category. It provides for special tools for the police when they investigate this
category of crime which is very, very difficult to do. There are also special consequences
including harsher penalties and application for the proceeds and instruments to be seized.
Those are the two items.

There is another element my friend asked about which I would like to speak to briefly. He
asked how we prove it or how it works. For example, if police forces thought they were
investigating a gang and wanted to have access to these provisions, and say, for example,
they were applying to the electronic surveillance board or wiretap board and wanted to be
relieved of the obligation of proving it was a last resort as we proposed they should be able
to, they would have to show reasonable grounds to believe that what they were investigating
was an organized crime offence, that a criminal organization was involved and that these
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sections should pertain to that investigation. They would have to do that on proof. They
would need to have evidence before the court to satisfy the reasonable grounds test and
they would get the warrant under those circumstances.

April 21, 1997 [House of Commons]
Mr. Michel Bellehumeur

Mr. Chairman, what I understand is that they are introducing the first phase because they do
not know what to propose in the further phases. The minister has just said so. I understand.
What I do not understand however is when he says that it was quick and effective. Again, I
remind members that we have been asking the government to introduce this bill for two
years now. The same thing can be said about Bill C-17. The minister spoke about it three or
four times. I remind him that this bill had been introduced back in 1994. The Bloc Quebecois
had to threaten the government to propose anti-biker amendments in order to get the
minister to bring that bill back to the House and have it passed.

There is another point I want to raise with the minister. The government of Quebec and the
Bloc Quebecois raised on several occasions the issue of crime proceeds and money
laundering in Canada. Again today, a newspaper mentioned that legislation on money
laundering is very difficult to implement because there are so many loopholes. Reference is
made to Canadian policemen; they must be the ones the minister says he has met several
times. I also met several chiefs of police and policemen in Quebec, who told me almost the
opposite of what the minister has been telling this House for the last little while, in particular
about the legislation on money laundering, about which they were almost unanimous. I have
even talked to judges and attorneys general of Canada. So, we read in the paper this morning
that the police in Canada would love to have half or even one quarter of the measures that
exist in similar legislation in the United States.

As for the whole issue of anti-biker or anti-gang or anti-crime in general, we in the Bloc
Quebecois have said repeatedly that stricter legislation is needed on money laundering. I
realize that Bill C-95 contains provisions concerning the seizure of real property or other
property. I know that Bill C-95 is a step forward. However, this is nothing compared with
what chiefs of police have been asking for years in the way of legislation on money
laundering. While the minister was at it, why did he not add some amendments on money
laundering, in order to make this activity more difficult in Canada? Now we are known as the
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drug trafficker's paradise. We already knew that Canada was a tax haven for money
laundering. The minister should realize there is some urgency in this case as well, and even
the Bloc Quebecois would have liked to see him pass legislation to deal with this. As far as
money laundering is concerned, when we talk to the police, they say that between 20 and 30
billion dollars are laundered annually. A judge of the Quebec Superior Court told me it could
be as much as 50 or 60 billion dollars. Again, considering the urgent nature of these demands
which, I think, we made very clear to the government, the same way we did in the case of
anti-biker legislation, I want to ask the minister why, when he was working on this bill, he did
not introduce legislation to make it well nigh impossible to launder money, an activity that is
today a disaster for the economy? And tomorrow it will be even worse for Quebec, for a
sovereign Quebec, but for Canada as well.

April 21, 1997 [House of Commons]
Mr. Alan Rock

Mr. Chairman, the hon. member mentioned his interest in the issue of money laundering. As I
said before, we already adopted Bill C-17. In this bill, sections 27 to 39 deal with money
laundering. Most of the improvements mentioned by the hon. member have already been
passed in Bill C-17. Of course we need more. As I said before, we do not see Bill C-95 as the
last phase of our efforts but as an initial step. So let us start with the first step, and then in a
few months or a few years we will propose other measures, but for the first time, this bill will
provide a legal framework for dealing with organized crime.

April 21, 1997 [House of Commons]
Mr. Réal Ménard (Hochelaga-Maisonneuve, BQ)

Mr. Speaker, I really feel that today we are experiencing the British parliamentary system at
its best, with the opposition co-operating and the government taking action. You will recall
that, in August 1995, a tragic and totally unexpected event-there had been no warning signhappened in the riding of Hochelaga-Maisonneuve when an 11-year-old boy walking back
from the toy library, a very popular place in my community, was killed for being in the wrong
place at the wrong time. I must say that since that event, people have been mobilizing, first in
my community, and then throughout Quebec and Canada. I am very grateful to the minister;
I recognize that when dealing with an issue such as this one, there is no room for partisanship
among MPs. I thank the justice minister and his assistant, David Rodier, as well as Yvan Roy,
who bent over backwards to keep the dialogue going on a number of legislative measures we
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thought had to be looked at in order to come up with concrete solutions to fight organized
crime. Before going any further, I would also like to thank my colleague, the member for
Berthier-Montcalm, our justice critic, who has been very active and perceptive in supporting
the need for an antigang law.

We must be very clear with our fellow citizens. Nobody in this House claims that Bill C-95 will
solve all the problems. None of us believes that passing this piece of legislation will eradicate
organized crime. But what we are saying is that today we are sending a very strong message
to the community as a whole to the effect that neither the official opposition nor the
government will give up on this scourge. One could ask what is organized crime and how
come that phenomenon has grown so much over the past few years.

I would like to propose a definition that is commonly used by police forces and to remind
viewers that whenever we speak about organized crime, we are referring mainly to four
elements. First, there are the proceeds of crime. Naturally, the purpose of organized crime is
to make money. The second element is power, control over a specific territory. Then come
fear and intimidation. The fourth and final element is corruption. You could say that
organized crime does not exist in every society and you would be right. Some specific, precise
conditions are required for organized crime to thrive in a society. There are at least four
conditions which make cities like Montreal, Toronto, Calgary and Winnipeg, and the
maritimes, good locations for organized crime. For organized crime to thrive, it needs a
wealthy community where it can make money. That is why we talk about corruption in the
third world, but in those countries, organized crime is quite different from its usual
manifestations in urban environments. In order for organized crime to take root somewhere,
it needs convenient access to major routes. Since it is an import-export trade, organized
crime in Canada is concentrated in major centres across the country. For organized crime to
prosper, it needs a free society, a society without dictatorial powers and oppression. Fourth,
and probably the most important, is that, to prosper, organized crime needs a society where
there are rights, charters and bureaucracy. We know full well-that is what police officers told
me, and probably told the Minister of Justice also-that the greatest ally of organized crime is
the charter of rights and freedoms, which has given it some immunity. It has been a powerful
tool for organized crime. Once these conditions are met, organized crime proceeds in phases.

Operations of organized crime and its representatives have three different phases. The first
one is control of a territory. Control of a territory is gained by intimidation, by generating
fear. Such a territory becomes the exclusive turf of a particular group. After you control a
territory, you get into money laundering. I will come back to the importance of money
laundering for organized crime. I should mention that money laundering in Canada accounts
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for about $20 billion, invested in legal or illegal activities. Once money has been laundered, it
can be invested in legal enterprises. In Montreal, to give you an example that I know very
well, organized crime has invested mostly in restaurants, bars and the like, although I do not
think this is unique to Montreal. I know it is the same in other communities. So, we welcome
the minister's bill. We agree that, as hon. members and as legislators, we cannot give up,
that, we must assume our responsibilities and take action on such an important issue. Of
course, we would have preferred to have this debate much earlier, because, as Bloc
members, we have been pleading with the Minister of Justice for two years to look into what
is going on in Canada's big cities.

Today, we have a bill and we will co-operate. I say to the Minister of Justice that, if I can be of
any help, wherever he wants me to speak or whatever he wants me to do, he can count on
my full co-operation, because, once again, partisanship has no place in such an issue. I would
like to mention an extremely troubling fact. We have known for three months now that
organized crime has changed the way it operates. Criminal organizations must not be
underestimated, they are intelligent, well organized, and they have many means at their
disposal to carry out their activities. In the past, these organizations used to limit their
operations to 60 days. They were active in counterfeiting and they could detect wire tapping
devices, and they were aware that, when their lines were being tapped, the warrant could
not go beyond 60 days. In that sense, I find the measure the minister is providing in the
legislation most appropriate, making it not only easier to get warrants to authorize wire
tapping, but also not necessary to prove that it is used as a last resort and the only
investigative tool available to the police. It will be a lot simpler and easier to get such a
warrant. However, I must say that the way bombs are made now, the way explosives are
handled by both major gangs, and I am referring of course to the Rock Machine or the Hell's
Angels, is that these people now put in devices to make sure that the bombs will explode.
The police had come to be able to identify which gang the bomb came from by the way it was
made, and the way the explosive device was put together, the way the bomb was assembled
often gave an indication of which group was responsible for it. To counter that, criminal
organizations began to equip explosive devices with a timer so that no bomb ever misfire.
The reason I am telling you this is obviously not to scare people but to make them
understand that organized crime and its various manifestations are not something transitory
that will go away and that we will not have to worry about a few weeks down the road. The
justice minister is right to put forward such a bill because organized crime is a permanent
fixture. Even though we passed Bill C-61 on the laundering of the proceeds of crime,
organized crime has prospered. I think the measures being proposed here will be relevant
and effective in helping police forces conduct investigations more quickly and produce much
stronger evidence. Ultimately, attorney generals will be able to dig up evidence and initiate
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legal proceedings. Criminals will stand trial and we will be able to dismantle or at least shake
up the higher echelons of organized crime.

This bill contains 10 specific provisions I would like to explain to the people listening to us.
First of all, the essence of this bill is that it creates the new offence of participation in a
criminal organization. The bill provides that any offence for which the punishment is five
years in prison or more will be deemed a criminal organization offence. Indeed the minister
has cast a wide net. The bill covers drug offences, possession of stolen goods, influence
peddling, and all other criminal organization offences. This is a judicious bill that defines
criminal organizations as any group consisting of five or more persons. I tend to agree with
this number. I know that Reform members have suggested that this number be reduced to
three. But I think that, given the way organized crime works, we will be able to meet the
objectives of this bill while maintaining this number at five. So a new offence has been
created. The minister did not agree to the request made by the Quebec government to add a
provision on crime by association. Since the beginning of this debate, the minister has been
extremely reluctant to create a crime by association. I do respect the legal arguments behind
his position. I think we could have created a crime by association, which would have been in
compliance with both section 1 of the Charter and the legal guarantees in sections 7 to 14 of
same. What is important however is not to determine if I was right, if the minister was right,
or if the Quebec government was right, but to dismantle any known criminal gangs. So, a new
offence is created. New provisions concerning explosives have also been added. That was
also something the Government of Quebec had requested. The bill says that any person who
possesses, uses, or handles an explosive substance for the benefit, in total or in part, of a
criminal organization is guilty of an offence, under aggravating circumstance, and liable to
imprisonment for 14 years. I think it is very important to understand how crucial this
provision is, because as we know, explosives are very often used to commit crime, especially
by biker gangs. This will now constitute an aggravating circumstance. This notion of
aggravating circumstance is already included in the Criminal Code, since, a few years back,
we had section 718.9 modified to add a number of factors that, taken into consideration by
the judges, lead to tougher sentencing. If a criminal offence is committed by an organized
gang, this will be considered an aggravating circumstance, especially when explosives are
used. I think this is an extremely positive measure. Judges will also be given the possibility of
deferring or postponing parole, or restricting eligibility to parole. It will be possible for themand this is quite clear in the bill-when an individual is sentenced for gangsterism, to order
that 50 per cent of the sentence must be served before the individual can be eligible to
parole. I think this measure is extremely important because it encourages informers. One of
the extremely modern ways to fight organized crime is to encourage informers to come
forward. Nobody in organized crime will ever confess, agree to testify or co-operate if he or
she knows that three, four or five months down the road, the person he or she informed
against will be free to make trouble for them. Measures like postponing parole or aggravating
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circumstances are very important measures because they favour informers, which is a key
weapon, often used, to track down organized crime.

Another extremely important measure I talked about a little earlier is that it will be easier to
obtain a warrant for electronic surveillance. Nowadays, electronic surveillance is a last resort
measure. One has to demonstrate to the satisfaction of a judge that this is the ultimate way
to conduct investigations. Thanks to the provisions of this bill, it will be easier to not only get
authorization to proceed with electronic surveillance but also to extend the warrant as much
as up to one year. This is extremely important. Another clause will make it easier and faster
to obtain search warrants, for which one needs evidence, of course. The judge will always
have to be satisfied. The bill contains an extremely interesting and original provision which
provides for the forfeiture not only of the proceeds of crime, but also of vehicles used to
commit offences. For example, if a truck is used to commit a crime, it could be confiscated. If
a building is used-because the bill also applies to buildings-it could be confiscated. At present,
there are provisions in a number of laws which allow for the forfeiture of property, but it is
always done by a court order and it always pertains to property deemed to have been used in
laundering of proceeds of crime. We will now be able to confiscate not only property used for
the laundering of the proceeds of crime, but also property, such as a vehicle, used to commit
a crime.

Another extremely interesting provision is that the judge will be able to issue an order to
keep the peace, to refrain from seeing certain persons, from leaving the country, a judicial
order against a person if there is sufficient evidence that that person will take part in the
commission of a crime by a criminal organization. In other words, it is a preventive measure.
The price of not keeping the peace could be an offence punishable by fine or imprisonment.
The final measure the minister referred to concerns information and provides that the
solicitor general will table an annual report on organized crime, on what progress has been
made, where organized crime is active and, obviously I hope, on suggestions for fighting it. It
is overall an interesting bill. It combines a number of measures called for by police and the
Government of Quebec, particularly with respect to explosives. We must nevertheless realize
today that we as parliamentarians have become aware of what is going on in organized crime
because people have taken action. Some of them are fellow residents in my riding of
Hochelaga-Maisonneuve, including the mother of young Daniel Desrochers, Josée-Anne, who
circulated a petition and who used every public forum to awaken parliamentarians. I think
that whoever we are and wherever we sit in this House we owe a debt of gratitude to JoséeAnne Desrochers. The police also acted and created CAPLA, the Comité d'action politique
pour une loi anti-gangs. There was all sorts of pressure. As well, there was my colleague, the
member for Berthier-Montcalm, who took the lead in this matter and very early on spoke to
the minister on a number of occasions. He was very stubborn, obsessive and persevering, I
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would say. It helped, because his efforts were not in vain. The proof is that today we have
legislative measures.

Here are a few indications of the scope of organized crime, showing how its effects are felt
throughout society, and how important it is for us, as legislators, to be extremely vigilant. In
1992, the underground economy was estimated at 5.2 percent of the gross national product,
some $36 billion. That is in 1992 dollars. In today's dollars, those numbers would be a lot
higher. The Insurance Bureau of Canada estimates that annual losses associated with
unrecovered stolen vehicles-which is also one aspect of organized crime-amount to $293
million; $293 million per year for stolen vehicles. A pretty considerable sum. In 1994,
Canadian chartered banks estimated their losses due to fraud at $143 million. Within
organized crime, there is a sort of specialization. Some groups have become expert in what
we call counterfeiting bank notes and putting them into circulation. I think this is a specialty
of Asian groups, who have become quite expert at it. In 1994, the banks reported they had
lost $143 million because of fraud. The most interesting number comes from very
knowledgeable people in the field-the police forces-and concerns the income generated by
organized crime, which is estimated at $20 billion. The figures for revenues from crime are
close to the figures for the Canadian deficit. How much is the Canadian deficit? My colleague
for Berthier-Montcalm, who follows these issues closely, could tell me the exact amount, but
I believe it is $19 billion. The Canadian deficit is about $19 billion while revenues from crime
total $20 billion per year. Is it possible, as legislators, to remain idle when confronted with
this fact? I think not. However, despite all the good things I said concerning the governmentand believe me, this is extremely circumstantial-the fact remains that it could have done
much more. We made representations to the government. So did other groups, that is police
forces and other people involved. We know perfectly well that the next step will certainly be
the laundering of money. We know that. The fact that Canada is a money laundering paradise
is very well known.

Canada is extremely liberal on that matter. This cannot go on. I must tell you the police
community made a very important demand, that is the obligation for the major chartered
banks to report any suspicious transaction over $10,000. This is extremely important for
those who investigate to be able to trace back the origin of suspicious transactions. Right
now, chartered banks must keep a record of all operations that they think are suspicious, but
they are under no obligation to report them. I think it would have been worthwhile to include
a legal provision specifying that failure to report such operations may be a punishable
offence. I am convinced that banks would have co-operated, because the Canadian Bankers
Association has taken some internal measures to detect dubious transactions, but all this
must become an obligation. Police officers had also asked that $1,000 bills be taken out of
circulation. Is there anyone in this House naive enough to think that ordinary people walk on

Appendix E - Page 150

Commission of Inquiry into Money Laundering in British Columbia

the street with $1,000 bills in their pockets? Mr. Speaker, if I you were to do a survey in this
place, I am sure that very few of us-including yourself, the pages, the members of this House
and the people in the gallery-would have a $1,000 bill in their pockets. We know full well that
the $1,000 bill makes it possible for some people to carry large amounts in their pockets and
we know for sure that the $1,000 bill is a boon to organized crime. The Canadian Police
Association has asked that the $1,000 bill be taken out of circulation, and that is something
that will have to be considered. Here is another extremely important demand: I was telling
you earlier about the need to have banks divulge dubious transactions of more than $10,000,
and I think that must not be restricted to the banks. Casinos could also be included in that
list, as well as travel agencies and all those businesses trading in luxury items that may
eventually be infiltrated and help us trace the criminal chain of command.

These are some measures we are suggesting. I think the justice minister will welcome them. I
want to remind him that the reality of organized crime is not temporary. It is a huge threat.
To this day, organized crime has managed to poison the life of entire communities, and I am
thinking of course about the eastern part of Montreal with what happened in the riding of
Hochelaga-Maisonneuve, but it is not only the eastern part of Montreal that is deeply
affected by this reality. This reality is also a daily concern for the people of Saint-Nicolas, who
have mobilized to fight this problem. Is it acceptable that bunkers can be built in urban
centres, near residential areas, and that people can openly and publicly make money through
illegal means and disturb the peace within our communities? I think not. As parliamentarians,
we have a responsibility to do everything in our power to stop these people, to hold them
accountable, to send them to prison and to launch investigations. Too often, over the past
few years, I heard people say that it was the police's fault, because they did not build good
cases. I took part in public debates, open lines and television shows where the easy argument
that was used was: "If the police did a better job, it would be easier to fight organized crime".
I think this argument does not withstand scrutiny because each time a police force wants to
press charges, there are prosecutors and lawyers who study these cases to see how well the
evidence would stand up in court, to determine if it could be challenged or not. It is not just
about police resources; it is also about the Criminal Code and giving the courts the
interpretation tools they need. I am not saying that adding police resources is not a good
thing. I am thinking of course about the Carcajou squad, in Montreal, and GRICO. It is indeed
a good thing. When, in a special squad, you have the means to shadow individuals, the more
people you have in your squad, the easier it is not just to build solid cases but to act quickly.
There is something that must never be forgotten. You know how devious the whole field of
law is. You know the effect one decision can have on case law and how it can change the
course of law. I know that my colleague, the member for Berthier-Montcalm, who is a lawyer,
one of the best I would say, but not a criminal lawyer, is aware of the 1992 Stinchcombe
ruling. How did this affect case law? It meant that, with respect to disclosure of evidence, the
public prosecutor is obliged to file, before the trial, all the elements that contributed to the
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evidence. This means that all information regarding a tail, personal notes, videotaped
material, everything that contributed to the evidence must be handed over to the defence.
This is fraught with consequences, because it forces those building cases to be extremely
imaginative, extremely innovative in order to outwit their opponents from one trial or
investigation to the next. On the whole, I think this is a bill that deserves our support. As the
opposition, we are going to co-operate. We did so today. We have acted very expeditiously. I
say again to the minister that, whatever we can do, whatever forum he would like to send us
to, whatever demonstration we can take part in to ensure that this bill is passed before the
imminent election that you know will see us back here as the official opposition, just as we
are now, we will co-operate. If the minister wants us to make representations to the other
House to help things along, we are prepared to do so because we have known for several
months that partisanship has no place in this issue of organized crime. All my colleagues in
the Bloc Quebecois agree with me that, when public safety is at stake, when the tranquillity
of entire sections of the community are threatened, we have a responsibility to act quickly,
not to be complacent. That is what we have done as the official opposition and that is what
we will continue to do in the coming days.

April 21, 1997 [House of Commons]
Mr. Alan Rock

… What will the bill give police forces that they do not already have under the existing
Criminal Code? Why do they think it will be important to them in their fight against organized
crime? At the moment if police officers want to get a wiretap they have to prove a number of
things to a judge first. Among those they have to prove on evidence that every other kind of
investigative technique either has been tried and failed or if it was tried would fail because of
the nature of the investigation. That takes police officers to the point of having to swear an
affidavit or other form of particulars of what has already been done, go through the list of
alternative methods and satisfy the court on evidence that it is a last resort in the
investigation of a certain crime. The bill would remove that burden. It would simplify the
process of getting a wiretap if the police officer is investigating criminal organization
offences. Similarly with warrants. Returning to wiretaps, it would relieve police officers of a
paper burden. We are not saying we should allow free access to intrusive methods because it
is administratively difficult for police. We are saying we should make that change because
when investigating organized crime it is almost always obvious that it is a last resort for the
reasons I have already given. It is very difficult to investigate. We are taking a burden from
the police which we think is undue in the circumstances of offences of this kind. Some say if it
is all so easy to establish they can establish it to the satisfaction of the judge and nothing is
lost. We are trying to recognize the unique character of these offences in the way

Appendix E - Page 152

Commission of Inquiry into Money Laundering in British Columbia

investigative tools are available to police officers. If we have the courage to conclude on the
facts that it is almost always the last resort, then let us say it in the criminal law and not have
the police go through the empty process of establishing it. It sends a signal as well.
Furthermore, police officers have told me that they get wiretaps and the day after they start
the paperwork to prepare for the renewal because they only get it for 60 days. They tell me
that in the context of an organized crime offence it is absurd because those investigations
take an exceptional period of time. They have to put together bits and pieces of
conversations and relate them to other information. It is a very complex process. They almost
always need the wiretap for longer than 60 days. In the bill we are permitting the court to
provide the wiretap for an extended period so that the police will be using their resources
investigating crime rather than busily working at paperwork for the extension application.
Similarly notice of the wiretap has to be given after the wiretap is finished to people
wiretapped so that they know it and can take proceedings. We have extended the period
during which they can give notice in these cases because some of the investigations go on for
an exceptional period of time. At the moment there is a very narrow category of offences for
which access to income tax information can be gained. That is as it should be. Income tax is
filed on an undertaking with the Canadian people. It is implicit the information be kept
absolutely confidential by Revenue Canada. We do permit it at the moment for a very few
offences. Officials will know the sections. Basically they deal with drug offences.

What we have proposed is significant. It is to extend the category of access to tax information
to assist in investigations into organized crime offences. They cannot just walk in and take the
information out of a file. They have to go before a judge, get a warrant, establish to the
satisfaction of the judge that a criminal organization offence is being investigated, and that
they need the information and it relates to the investigation. Then the warrant can be given
and can be limited to such information as the court thinks is appropriate. Nonetheless it is an
important breakthrough in terms of giving police more information to fit the puzzle together
as to who has what, what are the proceeds of crime, what money is being laundered or what
illegal activity is taking place? Similarly we are proposing for the first time to extend the
proceeds of crime legislation beyond drug offences and the like to organized crime offences.
It is not only the proceeds. Cash can be taken from their desks during the arrest. It can be
instruments as well possibly including real estate if it has been fortified or modified to
facilitate the commission of an offence. That is a very important point.

We spoke to the mayor of St. Nicolas or other communities where there are headquarters of
organizations of great concern to the citizens. We can imagine a gang setting up in a
municipality somewhere, taking over a house, fortifying it, setting up barriers so that the
police could not raid it, putting concrete in front and surveillance cameras on top, modifying
it and selling drugs out the back door or using it to store explosives or some other such thing.
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If the real estate is modified or fortified to facilitate the commission of criminal offences, the
real estate could be regarded as one of the instruments of crime and could potentially be
seized after conviction for an organized crime offence. That is an extremely important tool.

The bill includes serious increases in sentences for crimes committed in association with or
for the benefit of criminal organizations. I could have explosives illegally on my person and I
would be subject to a maximum of five years in prison. If I am doing it for the benefit of a
gang, if I am delivering the explosives to a gang or have planted them for the gang, whether
or not I am part of the gang I could face up to 14 years in prison. Why? Because we are
targeting organized crime which in turn is targeting us, our families and our children. That is
why. That is not only important because it reflects society's denunciation of organized crime
activity. It is also an important tool for the police that may be in a position of having picked
people up, arrested them and charged them. Then they have a potentially serious sentence
facing them. Police officers can say they are prepared to discuss with them the charge they
will be brought before the court on or what submission they will make to the court in relation
to the sentence if they co-operate by providing them with information they need. It is a very
important tool for police that should not be underestimated.

Then there is the so-called peace bond provision which is not there now. It will let police
officers bring someone before the judge and say they have reasonable grounds to fear the
person will commit a criminal organization offence. They can ask the judge to look at the
evidence, at the people he associates with, at what he has done in the past, at what the
wiretap has turned up and at all the other circumstances. Then they invite the judge to
conclude there is a reasonable basis to fear the person will commit a criminal organization
offence. They can tell the judge that he has committed a number of them in the past and is
still with the same group of people. They can ask the judge to look at what he has said
publicly and privately. In those circumstances the court can impose for up to a year
conditions on the person's liberty such as prohibiting him from communicating with other
members of the group. This would seriously undermine the ability of the leadership of groups
to carry on their business. The police believe that is also a valuable tool. I take the member's
point. I should have to satisfy him that what we are proposing here is not only lawful but will
be effective. I am able to report from my dealings with the police, the crown attorneys and
the attorneys general of the provinces that we have a collection of measures. They are not
enough in and of themselves but they will make a difference. They will make it that much
easier for the police to tackle this dreadfully difficult problem. We will be back in the future
with more proposals. This is only the first phase of what we will do. Organized crime is a
menace in the country. I do not think most of us have an appreciation for what a serious
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threat it is to the economy and future of the country. It is a good start. These measures will
make a difference for police and that is why we are here.

September 29, 1997 [House of Commons]
Hon. Andy Scott (Solicitor General of Canada, Lib.)

…Another area where police have said they need more and sharper tools is in the fight
against organized crime. Organized criminal activities are clearly a matter of growing concern
for the police, the general public and the government. The recent bikers war in Quebec
underscores that organized crime is not something intangible, something that happens in
dark alleys hidden from view, but can and does have a direct impact on our neighbourhoods.
The international trafficking in illicit drugs with associated money laundering continues to be
the highest threat of all. Recognizing that organized crime knows no jurisdictional
boundaries, our efforts to fight it are and will continue to be domestic, continental and
international in scope. Nationally there is a strong and growing commitment among police
and law enforcement agencies in all jurisdictions to work with my ministry and the
Department of Justice to build stronger partnerships to combat organized crime. This fall I
will be making in the House of Commons the first annual statement on organized crime to
report on the implementation of the anti-gang legislation, Bill C-95, and our efforts to
improve co-ordinated enforcement. Also in this regard I will be meeting tomorrow with Janet
Reno, the American attorney general, to review progress and identify the next steps in our
co-operative Canada-U.S. efforts to fight cross-border crime. Citizen participation in
determining solutions is no longer an option. As far as we are concerned it is an obligation.
We in government must not forget our obligation to keep Canadians informed of
developments in the criminal justice system. We need to share information about issues of
importance to Canadians in order that we can have fruitful and informed discussions on
those very issues.
…

November 27, 1997 [House of Commons]
Mr. Richard Marceau (Charlesbourg, BQ)
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Madam Speaker, organized crime is a major problem in Quebec and Canada, but particularly
in the Quebec City area, where my riding of Charlesbourg is located. As my hon. colleague
from the Reform Party mentioned earlier, there was another murder in my riding last week,
in a family restaurant. As families were enjoying a quiet evening meal at the restaurant, they
witnessed the cold-blooded murder of a man. This dramatic incident is but one example of
the kind of violence biker gangs are responsible for in Quebec. It has reached such
proportions that recently—two weeks ago I think—the Lloyds Insurance Company of London
announced its intention to no longer insure bars in the Quebec City area. This shows how bad
the situation is. The party that has been asking this government to do something about biker
gangs since 1995 is our party, the Bloc Quebecois. After the Bloc Quebecois put a great deal
of pressure on the government in Ottawa on behalf of Quebeckers, the government started
to act in April 1996, but that was not enough, because too many unfortunate incidents have
occurred in the past year. As I referred to a while ago, there is a very heavy concentration of
biker gangs in Quebec. There are, of course, the Hell's Angels, but there is also the Rock
Machine, which is apparently about to join forces with another biker gang, an international
one this time, called the Bandidos. It is very clear that the government does not have the
desire to put all of the law enforcement resources necessary in place to deal with this
problem. In his speech, the minister claims that he has restored security in the border
communities where the goods were crossing. As recently as this fall we witnessed the
aborted raid at Kahnawake, where there were sizeable stocks of arms brought in from
outside, and it was not the Quebec Minister of Public Security who was responsible for
aborting the raid, either. This one very recent example can make us doubt the desire of this
government to fight organized crime effectively.

One can also ask oneself the following question: Is the antigang legislation the government
across the floor wants to see passed sufficient? Is it stringent enough? According to the Bloc
Quebecois, even the definition of a criminal organization, referred to a moment ago by my
hon. colleague from the Reform Party, still does not go far enough. Vagueness remains, and
this could lead to challenges of the constitutional validity of this legislation. The act also
authorizes the seizure of goods that have been used by criminal organizations. Although it is
a nice initiative, a look at the concrete facts points to some shortcomings. Consider the cases
where the police moves in to make a seizure. Two weeks ago there was a raid at the Hell's
Angels hideout in Saint-Nicolas, near Quebec City. When the police arrived at the bunker,
they took it over, but there was almost nothing left. Is there not a way to ensure that the
police can act more quickly so that these seizure operations can really be effective against
organized crime? This is a legitimate question. Concerning Bill C-95, the Minister of Justice at
the time said that the object was to hit the master minds behind these criminal
organizations. But at that time, the bill was not at all that clear, and I remember a discussion
between my colleague for Berthier—Montcalm and the minister. My colleague had difficulty

Appendix E - Page 156

Commission of Inquiry into Money Laundering in British Columbia

finding in the bill what was meant by a master mind, and these people were not mentioned
anywhere in the bill. So this is another weakness in the bill.

The minister also wants to give the police more flexibility to carry out investigations on
money laundering. This is an excellent initiative, but we have to go further than that. We
should also consider parole because, beyond these gang problems, there is for instance the
Lagana case, where the lawyer succeeded in getting him paroled after he had served one
sixth of the sentence. The minister will have to tighten up the law generally and also the
Parole Act so as to prevent this type of criminal from going on parole so soon. In this regard, I
will be introducing in a few minutes a bill to amend the Corrections and Conditional Release
Act so as to make it clearer. Its purpose will be to amend section 103 of that act so that
appointments to the National Parole Board will stop being subject to the political patronage
they are exposed to nowadays and will instead be made under supervision by the people,
and through the people under the supervision of the elected members of this House. In this
way, impartial people will be appointed and they will have the necessary background to deal
with this type of problem. In conclusion, many other efforts have to be made in the fight
against organized crime. The government must act and it must act quickly to reassure the
public, which is frightened. They have reasons to be frightened when violence reaches people
in a family restaurant in a quiet and prosperous suburb. The government must come to
realize that its laws and its commitment to deal with this issue are not clear. One reality that
the government does not seem to recognize is the fact that biker gangs, to take only this
example of organized criminal groups, are growing, and that every day there are more and
more people joining these gangs. The Bloc Quebecois doubts that the government is willing
to commit the necessary resources to the fight against organized crime, and we expect
initiatives that are much more concrete than those that the minister is proposing today.

Corruption of Foreign Public Official Act (Bill S-21)
Citation

1998, c. 34, ss. 9 & 11

Royal Assent

December 10, 1998
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Hansard

December 3, 1998 [Senate]
Céline Hervieux-Payette
Honourable senators, I am pleased to rise to speak on a bill of such major importance for the
conduct of international business.
Corruption is a threat to the rule of law, democracy and human rights. It undermines the
principle of good governance, threatens the stability of democratic institutions and undermines
the moral foundations of society. Corruption is prejudicial to international trade and free
competition, and hampers economic development, particularly in developing countries.
Through its OECD partners, Canada is working actively to encourage global systems for
ensuring security and the improvement of the human condition and to strengthen trading ties,
in order to help nations develop and prosper. We are increasingly aware that the best way to
defend our national interests is to defend them within international institutions and tribunals
and to put in place rules and institutions that will allow Canadians to obtain the kind of
protection they need.
Bribery of public officials is one of the major problems encountered in international trade and
investment. Within the OECD, it is a very important issue for Canada and for other
international organizations. The OECD has 29 members, including Canada, the United States,
most of the European countries, Japan and South Korea, and is the principal economic policy
tribunal for the most advanced industrialized democracies.
The convention binds each signatory to establish a criminal offence of bribery of foreign
public officials in international transactions and to take the necessary action, in accordance
with its legal principles, to establish the responsibility of corporations in the event of bribery
of a foreign public official.
Each party, or country, must ensure that these penalties are effective, appropriate and
dissuasive, and that the bribery and the proceeds of the bribery can be seized. The range of
penalties must be comparable to that for domestic bribery. The new offence of bribery of
foreign public officials is a crime carrying a maximum jail sentence of five years. Section 67.5
of the Income Tax Act has also been amended to add this new offence to the list of Criminal
Code offences to which this provision refers, thus ensuring that bribes paid to foreign public
officials are not tax deductible.
The convention also requires the parties to ensure that bribes and the proceeds of bribing a
foreign public official can be seized and confiscated, and to consider imposing other civil or
administrative penalties. The new offence of bribery of foreign public officials is an organized
crime offence authorizing the search, seizure and detention of criminal proceeds and is also
considered a major offence in a charge of laundering criminal proceeds.
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The convention also contains provisions dealing with enforcement, legal assistance and
extradition, which Canada already meets. Where their judicial system allows it, each party is
required to provide assistance with criminal and civil matters. During the negotiations, Canada
said it could provide assistance to other states in criminal matters but not in civil ones.
At the G-8 Summit in Birmingham, Canada and the other G-8 members undertook to make
every effort to ratify the OECD Convention by the end of 1998.
The Canadian business community considers the OECD Convention to be one of the greatest
achievements to date in the international campaign to combat bribery. This convention is
regarded as an opportunity to create an environment in which Canadian companies will be able
to compete on the basis of quality, price and service, as it will limit the capacity of foreign
competitors to use bribery to land contracts.
So far, Japan and Germany have tabled their instruments of ratification with the SecretaryGeneral of the OECD. Also, the United States and the United Kingdom have completed their
domestic procedures and should table their instruments in the coming weeks.
Five of the OECD's ten largest countries must ratify the Convention by the end of 1998 for it
to come into force. We hope that Canada, as a leader in the fight against corruption, will be the
fifth country to ratify the convention.
…

[December 3, 1998][Senate Committee of the Whole]
The Honourable Lloyd Axworthy, P.C., M.P., Minister of Foreign Affairs
Honourable senators, thank you for the opportunity to appear before your committee and to
address Bill S-21 dealing with the bribery and corruption of foreign officials in international
business transactions. This is a very important piece of legislation. I appreciate the fact that the
Senate is now in deliberation on this matter.
Senator Hervieux-Payette, in presenting this bill, made a very important point. She said that
corruption distorts all aspects of international trade, competition, economic development and
investment. In fact, it has a corrosive effect on the fundamentals of the rule of law, democracy
and human rights.
I would compliment the Standing Senate Committee on Foreign Affairs for its recent report on
Asia which I had the opportunity to read last evening. It makes a very important connection
between an effective business climate and an effective global system which has the
responsibility to live up to the rule of law and to adhere to basic principles.
It has certainly been my experience in negotiating and working on a number of these matters
that one of the most insidious influences that we now face internationally is the incidence and
frequency of corruption in a wide variety of countries. It undermines not only what we do as
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Canadians in our relations, but it has also had quite a dramatic and horrific effect on a number
of countries.
By taking the position represented in this legislation, by setting certain standards and
following up with efforts to provide a much stronger international code, we believe countries
will, themselves, incorporate a broader set of standards and behaviours which will improve the
general business climate internationally. We believe this effort will also impact upon the
capacity of countries themselves to develop a regime which recognizes that good government,
clean and honest government, is the most effective form of promotion for economic
development, economic growth, and maintaining good relationships internationally.
In this sense, we are exporting not only our goods and services but certainly our values. We
have learned the hard way that integrity and probity in one's behaviour result in all kinds of
benefits and proper conduct. That, in itself, will result in a much better climate of relationships
for all of us.
In developing our partnerships, it is important that we tackle these problems. As senators
know, this has been a major focus of work in the OECD. It has commanded the attention of
OECD ministers. Agreements were made just in 1997 to proceed with this.
The OECD draft was put together last spring. Since then, we have worked actively in
consultation with the provinces and with the business community in Canada to see how it can
be implemented. The legislation that is before you today is a result of that.
I should also like to mention that the Organization of American States has also adopted a
convention on corruption which follows many of the same principles, as has the Council of
Europe. What you can see is a broadening network of commitment and engagement of a
number of countries in establishing these kinds of standards.
This legislation will allow Canada to honour the commitments that we have made at the
OECD, as well as commitments made by the Prime Minister at the Denver Summit of the G-8
and the United Nations. I strongly believe that it will also respond to the needs of Canadian
business. Most honourable senators have probably received correspondence or know that the
business community, in particular the international business community of Canada, has been a
strong advocate of this legislation. You will be hearing later from the transparency group who
will make the point for you. To their credit, they believe that doing clean business is good
business. They have been a strong promoter of this measure.
We are in a very key position at this time. Under the OECD rules, five countries are needed to
ratify it in order for it to become law. Canada is the fifth country to provide the ratification. If
we can do this expeditiously, we will be able to claim that we are providing the key which will
unlock the door to making this happen.
The essence of the convention is the requirement that each state which is party to it will
criminalize the bribery of foreign officials, and take measures to establish the liability of legal
persons, which also includes corporations, for the bribery of foreign public officials. If you
look at clause 3 of the bill, you will know that this is the centrepiece of the proposed
legislation before you.
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The provision prohibits the bribery of a foreign public official in the course of business. It
would be punishable on indictment and carries a maximum penalty of five years in prison.
The bill describes facilitation payments that would be exempt from the ambit of the offence.
Facilitation payments are the normal course of licensing fees and permits which one uses in
terms of international trade discourse, for example, cargo fees. As well, it would not be an
offence if the advantage were lawful in the foreign public official's country or public
international organization. Countries have their own laws which we must recognize and by
which we must play.
Reasonable expenses incurred in good faith and directly related to the promotion,
demonstration or explanation of products and services, or to the execution or performance of a
contract, could also be argued as a defence under the act.
Honourable senators have also heard reference to the fact that bribes paid to foreign public
officials under this legislation would not be deductible under the Income Tax Act.
The bill further proposes to create two additional criminal offences, namely, the offence of
possession of property or proceeds obtained from bribery of foreign public officials; and the
offence of laundering the property or proceeds.
In closing, it is useful to quote Donald Johnston, a former minister of justice who is now the
Secretary General of the OECD. In a recent article he was quoted as having said that integrity
in commercial transactions is essential in making the global marketplace work and to assure
that the public supports it. He said that the logical consequence of globalization is that honesty
has to be enforced at the global, not just the national, level.
With the passage of this legislation, Canada has the opportunity to ratify the OECD
convention and to bring it into force, thus ushering in a new era of international accountability.
Mr. Chairman, I believe that explains the basic intent of the legislation. I would be happy to
answer any questions that members of the committee may have.

December 3, 1998 [Senate Committee of the Whole][Entire Exchange]
Senator Joyal: Clause 6 of the bill reads as follows:
A peace officer or a person acting under the direction of a peace officer is not guilty of an
offence under section 4 or 5 if the peace officer or person does any thing mentioned in either
of those sections for the purposes of an investigation or otherwise in the execution of the peace
officer's duties.
My first reaction to that was to recall the McDonald commission. Are we not giving peace
officers our blessing to break the law when they are conducting investigations? Were there not
some commissions that made very stringent recommendations to Parliament regarding how
peace officers must abide by the legislation when they conduct their investigations?
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Mr. Axworthy: Senator, this is designed primarily to protect police officers doing
investigations. If they seize proceeds from an illegal act, an act of bribery, they have to be
given exemption, otherwise they would be liable under the act. We would have great difficulty
with enforcement if we started indicting police officers for carrying out their duty of dealing
with whatever exchange had taken place under a bribery charge. This is simply to ensure there
is a clear sense of accountability for those who are engaged in the act. It does not drag police
officers themselves into criminal conduct.
December 7, 1998 [House of Commons]
Julian Reed (Parliamentary Secretary to Minister of Foreign Affairs)
Mr. Speaker, I rise with pleasure to speak to a matter of concern to all of us, the subject of
Bill S-21, the bribery and corruption of foreign public officials in international business. This
bill when enacted will allow Canada to ratify the convention on combating bribery of foreign
public officials in international business transactions. This convention was negotiated by the
members of the Organization for Economic Co-operation and Development. The 29 member
OECD, which includes Canada, the United States, most European countries, Japan and South
Korea, is the major economic policy forum for the world's most advanced industrialized
democracies.

It is an accepted fact that corruption distorts international trade and competition. It impedes
economic development. In developing countries in particular corruption distorts public
policy. It leads governments to make decisions that are not in the public interest but are in
the interest of those who benefit from the bribes. Corruption also has the effect of lowering
the quality of goods and services provided by the private sector in the course of meeting its
contracts. If substantial bribes are being offered the money comes either by shortchanging
the countries with which one has a contract or by undermining the quality of the goods and
services being provided. Furthermore it has an insidious effect of threatening the rule of law,
democracy and human rights. It undermines the development of competent political and
democratic institutions. Where they are in the course of development, it blocks that
development. Stability and security are essential preconditions for economic growth.
Prosperity, sustainable development and employment engender greater security and
stability. The successful promotion of Canadian values abroad can be assisted by increased
economic partnerships between Canada and other countries.

The issue of the corruption of foreign public officials is not new and continues to be a major
problem affecting international trade and investment. The problem has been the focus of
attention within the OECD, the Organization of American States and the Council of Europe.
To implement the OECD convention would enhance Canada's reputation as a world leader in
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fighting corruption. It would honour the commitments Canada has made at the OECD, at the
Denver and Birmingham summits of the G-8 and at the United Nations. And it would continue
to ensure if not enhance Canada's standing at the OECD. Some have questioned whether
what we are doing is enough.

My response is that this is a dramatic and significant first step in the right direction. I will
highlight the key elements in this legislation. The essence of the convention is the
requirement that each state party criminalize the bribery of foreign public officials in
international business transaction and take measures to establish the liability of legal persons
for the bribery of a foreign public official. This provision appears in section 3 and is the
centrepiece of the proposed act. It prohibits the bribery of a foreign public official in the
course of business whether directly or indirectly. It calls for significant penalties. The offence
would be punishable on indictment and carries a maximum penalty of five years
imprisonment. This legislation will use the definition of person found in the Criminal Code
that includes Her Majesty and public bodies, bodies corporate, societies, companies and
inhabitants of counties, parishes, municipalities or other districts in relation to the acts and
things they are capable of doing and owning respectively. Therefore for the purpose of the
offences under this proposed act, potential accused are not limited to natural persons.
Corporations also fall within the scope of these offences. The bill describes facilitation
payments that would be exempted from the ambit of the offence. It would not be an offence
if the advantage were lawful in the foreign official's country or public international
organization. Reasonable expenses incurred in good faith and directly related to the
promotion, demonstration or explanation of products and services or to the execution or
performance of a contract with the foreign state could also be argued as a defence. The bill
would amend section 67.5 of the Income Tax Act to add this new offence to the list of
Criminal Code offences referenced in that section in an effort to deny the deductibility of
bribes paid to foreign public officials.

The convention requires the parties to provide that the bribe and proceeds of the bribery of a
foreign public official be subject to seizure and confiscation. It requires the parties to
consider the imposition of additional civil or administrative sanctions. For this reason the bill
proposes to create two additional criminal offences, the offence of possession of property or
proceeds obtained or derived from the bribery of foreign public officials or from laundering
that property or those proceeds, and the offence of laundering the property or proceeds
obtained or derived from the bribery of foreign public officials. The bill incorporates the
proceeds of crime provisions of the Criminal Code for use on prosecutions of the new
offences. The new offence of bribery of foreign public officials is an enterprise crime offence
to permit the search, seizure and detention of these proceeds of crime and is a predicate
offence for the offence of laundering of the proceeds of crime. The convention has provisions
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dealing with mutual legal assistance and extradition with which Canada can comply. If
possible under their legal systems, each party must also provide legal assistance in criminal
and civil matters.

It is important to note the Canadian business community is behind this initiative. It considers
the OECD convention as the most significant achievement to date in the international
campaign against bribery and corruption. This convention is seen as an opportunity to create
a level playing field on which Canadian companies can compete on the basis of quality, price
and service. This was said loudly and clearly by members of Transparency International when
they appeared before the Senate last week. When he appeared before the Senate, the
Minister of Foreign Affairs quoted Donald Johnston, a former Canadian Minister of Justice
and current Secretary General of the OECD, who said in a recent article that “Integrity in
commercial transactions is essential in making the global market work and to ensure that the
public supports it. A logical consequence of globalization is that honesty has to be enforced
at the global, not just national, level”. With the passage of this legislation Canada has the
opportunity to be the fifth country to ratify the OECD convention and to bring it into force,
thus ushering in a new era of international accountability. I ask all hon. members to consider
that the war on corruption is well underway. There is now no looking back.

December 7, 1998 [House of Commons]
Benoît Sauvageau (Repentigny, BQ)

Madam Speaker, like my colleague from the NDP, I too am pleased to speak today on Bill S21. This is an act respecting the corruption of foreign public officials and the implementation
of the convention on combating bribery of foreign public officials in international business
transactions, and to make related amendments to other acts. The Bloc Quebecois supports
this bill because it addresses the problem of corruption in international business transactions
involving governments and government projects. It follows on the signature by Canada and
28 other countries of the convention on combating bribery which was signed last year. This
agreement required five of the ten greatest OECD trading partners to ratify the convention
by the end of 1998. Four have already either done so or stated their intention of doing so by
the end of December, the United States, Germany, Japan and the United Kingdom. Canada's
ratification, therefore, would allow the convention to come into effect.

Here we are at five minutes to midnight, and the government is just waking up, only a few
days before the end of these sittings, and asking us to turn our work topsy-turvy in order to
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get this convention put through. Obviously, we support it, but some questions could be asked
about the process leading to its adoption. I will describe the convention. By signing it, the
countries commit to enact legislation which will make it illegal for companies to bribe
representatives of foreign governments. They also promised to develop a mechanism for
overseeing the implementation of the law. Under this convention, the parties must ensure
that intentionally offering or agreeing to give or offer an unfair pecuniary or other advantage
to a foreign public official to obtain or retain a contract or any other unfair advantage in
international trade constitutes a criminal offence. The convention also applies to kickbacks
paid to persons holding public office, that is lawmakers and officials of public organizations.
In addition, this convention deals with facilitation payments and requires that the parties
implement rules to prevent misleading accounting practices and the use of forgeries for the
purpose of bribing or covering up bribery.

The purpose of this bill, whose main thrust is found in clause 3, is to implement this
convention. From now on, all OECD countries will be subject to the same rules. Bribery and
kickbacks will no longer be tolerated and will in fact be considered criminal offences. This
convention will ensure that businesses in Quebec and Canada have access to a more level
playing field on which to compete internationally. Of course, the Bloc Quebecois joins the
business community of Quebec and Canada in supporting this bill. But perhaps we could go
further. There are now 28 member countries in the OECD. We all know that we also trade
extensively with developing countries, APEC countries and other countries around the world.
So, as far as we in the Bloc Quebecois are concerned, this convention negotiated with 28
OECD countries should be placed as quickly as possible under the aegis of the WTO. I must
say I am bitterly disappointed with the Liberals' attitude. The Conservatives have spoken of
threats. Here we have another example of the lack of respect of Liberal members and an
example of the way they perpetuate the bad reputation politicians have in the community as
a whole. When members speak in this House in a debate that is not totally conflictual and are
continually being interrupted by sarcasm, jokes or private conversations, they may well
wonder what happened to courtesy. Perhaps there is none in that party, it is found only
among the opposition. That would be one more thing they do not have that the opposition
does. They have a whip that occasionally tightens the screws. Will they understand? Perhaps
the whip should move and sit there to get them to understand common sense. When they
are not busy accusing or threatening the Conservatives, they are preventing other members
of this House from speaking by holding their Christmas party in the House at 3.50 p.m. on a
Monday. It is rather disgraceful.

…
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We are pleased that the Canadian government moved quickly to implement the convention
on combating bribery in international business transactions, thus becoming the fifth OECD
member to do so. However, we must question the government about its true intentions, as
we wonder whether it is not making a small concession to hide a more serious problem, that
is the absolutely dreadful working conditions imposed on children, men and women in some
parts of the world. The Canadian government could not care less, because “we must not
adversely affect our companies' competitiveness”. In order to make money, increase their
sale figures and preserve their competitiveness, some Canadian companies go to countries
where human rights are not respected. The Senate made two very realistic
recommendations: the establishment of a code of ethics for businesses that is more strict
than the voluntary one, and a requirement to comply with minimal standards to be eligible
for government assistance regarding international activities. But these two issues will
remained unanswered for a very long time, because while it looks like the government is
quick to take action, it is slower in providing concrete help. I will conclude on this point, and
we will see the government in action.

December 7, 1998
André Bachand (Richmond-Athabaska (PC))

…This bill, which we will be passing and which the Senate will hopefully ratify soon
afterwards, will ensure that the primary condition, set out in the first operative provision of
Bill S-21 will come into effect and be enforced in five countries. I hope that the review will go
further than the periodical report and include non-government and non-profit organizations.
I think we should go much further than that. However, with Bill S-21, Canada meets its
international obligations. That is a step in the right direction. The issue has been raised in the
House and we in the Progressive Conservative Party are going to push to have it move
forward. As the Bloc Quebecois members have often pointed out, the next step is human
rights. In the interests of greater credibility, much more will eventually have to be done with
respect to international trade as it affects human rights. The Standing Committee on Foreign
Affairs and International Trade has its work cut out for it. At some point, it would be a good
idea for us to give thought to what sort of policy Canada could enforce that would
incorporate a number of laws and international agreements to which Canada is already a
party. So Bill S-21 is speeding through. There was, however, I believe, agreement in this
House that corruption should cease. But will that happen? Probably not tomorrow, but at
least people will know that Canada, like four other countries, has a law, has signed a
convention, and that it could push for the signing of these agreements, and perhaps even
make it a kind of condition. When Canada negotiates or renegotiates international
agreements or portions thereof, it must ensure that the other signatories also enact anti-
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bribery legislation. Bribery used to be a way of life. If people wanted a passport in some
countries, they had to bribe an official. They were told this was the way things were done,
and it was hard to deal with that. Now, fortunately, because of globalization of markets,
among other things, the situation has evolved and the laws and regulations governing a
country are now scrutinized closely by all real and potential world trading partners. This bill is
therefore a good one. It comes to us from the Senate, an institution that of course could do
with some improvement. However, that shows that there are things that can be credibly
accomplished within parliament, and this is our goal in the Progressive Conservative Party.
We enthusiastically support Bill S-21 and assure the government and parliament, both the
House of Commons and the Senate, of our full co-operation.

An Act to amend the Criminal Code, the Controlled Drugs and Substances Act and the
Corrections and Conditional Release Act (Bill C-51)
Citation

1999, c. 5, ss. 13 & 52

Royal Assent

March 11, 1999

Hansard

September 28, 1998 [House of Commons]
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.)

….As hon. members who represent northern constituencies will know, a new diamond mine
industry is beginning to take shape in the Northwest Territories. This is expected to bring
employment and economic benefits to the territories, but the high value of uncut diamonds
has raised concerns about the potential for theft and the possible use of diamonds as a
means of smuggling or money laundering by organized crime. To protect the new industry
and Canadians, the proposed amendments would modernize old provisions dealing with the
theft and illegal possession of precious metals and ores. The term previous metal would be
replaced with valuable mineral to include diamonds and other non-metallic minerals. The
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legislation would also create a federal power to prosecute some offences where uncut
diamonds are involved to respond effectively to organized crime and interprovincial
smuggling activities. This would be concurrent with provincial jurisdiction so that either level
of government could prosecute. This would allow for federal prosecutions where an offence
which started in the territories involved one or more provinces as well or where a major
domestic or international organized crime interests are involved. The law does not affect any
existing provincial powers and would leave it open to federal and provincial officials to coordinate who would prosecute on a case by case basis.

Fighting against organized crime effectively is a priority of this government, and we are
proposing many other changes to fight various activities involving organized crime. The bill, if
passed, would amend the Corrections and Conditional Release Act so that persons found
guilty of organized crime activities would not be entitled to any sort of accelerated parole
review. The legislation would permit electronic surveillance in the case of serious offences
involving prostitution and investigation of prostitution telephone networks and indirect
involvement in organized crime. Organized crime in Canada has also been linked to
telemarketing fraud and related offences. My colleague, the Minister of Industry, already has
amendments before parliament to criminalize various forms of deceptive telemarketing
activity and to allow wiretapping to investigate them.

In this legislation I am proposing an additional amendment which would allow the proceeds
of deceptive telemarketing offences, which can be a major source of income for organized
crime groups, to be targeted using the existing Criminal Code proceeds of crime provisions.
The government is concerned about telemarketing fraud and related practices, and we
regard the confiscation of illegal profit as a major step to counteract it. The government has
also been asked by the provinces for changes to Criminal Code provisions dealing with
gambling. Generally gambling is a criminal offence unless the activity involved falls within one
of a series of exemptions created in the Criminal Code such as those for operations
conducted or licensed by the provinces or parimutuel betting on horse races approved by the
minister of agriculture.

The changes I am proposing would create two new exemptions. First, it would allow dice
games in operations that are conducted and managed by the provinces. Second, it would
allow gambling operations on international cruise ships. I want to assure the House that
changes are not intended to increase the level of gambling activity in Canada. Nor do we
expect them to have this effect. What we are seeking to do is to ensure that gambling and
tourism operations in Canada compete with those of other countries, especially the United
States, on an equal basis. Dice games are not a major part of casino gambling, but casinos
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which offer them may have a competitive advantage over those in adjacent jurisdictions.
Ontario is particularly concerned that its operations offer a similar range of games to those in
neighbouring U.S. states. Once this amendment takes effect it will be up to each province to
decide whether it wishes to allow dice games in its casinos. In the case of international cruise
ships, the amendments would allow Canadian registered cruise ships which fall under
Canadian law regardless of where they are and foreign registered cruise ships in Canadian
waters to offer gambling to passengers.

The changes also ensure that the operators of cruise ships which enter Canadian waters will
not be charged with importing the gambling equipment in their casinos. This is expected to
provide direct benefits to the cruise industry itself and indirect benefits to tourism and other
business in the ports where cruise ships call. Canadian registered cruise ships can compete
effectively while abroad and foreign registered ships will not be deterred from calling on
Canadian ports. The cruise industry is an important and growing part of regional economies,
particularly in the St. Lawrence valley of Quebec and the coastal waters of British Columbia. I
am happy to be able to propose amendments which will address the economic concerns and
interests of these provinces and their populations.

Another area of the criminal law which is of concern to my provincial counterparts is that of
prostitution. Concerns have been expressed to my predecessor and myself that the 1997
Criminal Code amendments making it an offence to obtain the prostitution services of a
person under 18 would be difficult to prosecute. The provinces had asked us to bring forward
an amendment changing the offence from obtaining the services of a young person to
communicating with a young person for that purpose. I am happy to propose such an
amendment in this legislation. Similar wording in other prostitution offences has been held
not to offend the charter by the courts. Several changes in the area of search and seizure are
also proposed in this legislation.

The Criminal Code already provides the courts with the power to authorize the use of
electronic surveillance of telephones and specified locations. Where this permission is given,
it also authorizes police to install the necessary listening devices, but the legislation says
nothing about their subsequent removal. The proposed amendments would address this
situation by clarifying that judicial permission to install and use these devices also includes
permission to remove them. In many cases, the initial authorization runs out before police
can safely go back to retrieve the devices. In such cases, the proposed amendments would
allow the courts to specifically authorize their removal. The wording governing a series of
search warrant provisions would also be amended to standardize the provisions and ensure
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that only public officers who have law enforcement responsibilities and peace officers could
execute search warrants.

In 1997 the Criminal Code was amended to allow a justice who denies an accused person bail
to also order that the accused not communicate with any witnesses or victims while in
custody. This was identified by the provinces as particularly important in domestic violence
cases where victims are often subjected to immediate pressure not to provide evidence or
co-operate with the police. Provincial authorities have subsequently pointed out that these
non-communication orders are effective only after the accused has been brought before a
justice for a bail hearing. This could be several days after the initial arrest, during which time
accused persons can and do contact victims or witnesses. To respond to the province's
concerns, the proposed legislation would create a parallel provision allowing the first justice
who sees the accused after arrest to make an immediate non-communication order. Once
imposed, the temporary order would bar communication while the accused is held pending
the bail hearing. It would be reviewed by the justice who hears the bail application, who
could replace it with a non-communication order pending trial whether the accused is held in
custody or released on bail.

This government is committed to the ongoing review of the criminal law and to the
maintenance of effective legislative measures to protect society. As part of this effort, this
legislation contains a series of other measures to address concerns about the legislation,
adjust offences and punishments, modernize the statute and correct oversights enacted in
other recent legislative initiatives. We will continue to monitor the legislation and bring
forward further changes as the need for them becomes apparent. I look forward to the
support of all members of the House for this important Criminal Code omnibus legislation.

October 7, 1998 [House of Commons]
Mr. Michel Guimond (Beauport—Montmorency—Côte-de-Beaupré—Île-d'Orléans, BQ)

Mr. Speaker, as I am the first member of my party to speak to this bill, I will speak for the 40
minutes accorded me. To talk on such a vast and interesting topic, I would need more than
40 minutes, but I will not invoke the Standing Orders of this House to seek unanimous
consent to speak longer. I will try to limit myself to the 40 minutes allotted me. Mr. Speaker,
as you are considerate toward members, I would ask you to let me know when I have only
five minutes left, as is the practice in this House. First off, perhaps some of my colleagues
opposite or elsewhere in this House are wondering why the Bloc Quebecois transport critic is
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speaking to a bill concerning major amendments to the Criminal Code and the Controlled
Drugs and Substances Act and amendments to the Corrections and Conditional Release Act.
The reason is quite simple. It is not just because I am a lawyer by training, but this bill
contains a provision we find very interesting. Without making any assumption about our
party's position at third reading, I will say right off that this bill can be improved. We intend
to make certain amendments in committee, which we believe will hold the government's
attention and that of all the members of the Standing Committee on Justice and Human
Rights.

Let me begin by discussing the general provisions of this bill, before getting to the one which
is of particular interest to me. This bill includes amendments to permit the operation of
casinos on international cruise ships that are Canadian or in Canadian waters. It also amends
the Criminal Code to permit dice-games conducted and managed by a province. I am
convinced that Loto-Québec will be very interested in that provision. The bill also seeks to
widen the scope of the offence of obtaining the services of a prostitute under eighteen years
old. It amends the Criminal Code to repeal the “year and a day rule” for offences involving
homicide and criminal negligence causing death. The bill modernizes the fraud and theft
provisions in respect of valuable minerals. It also modernizes the provisions concerning the
offence of making likenesses of bank-notes. It ensures that only officials with law
enforcement duties can execute search warrants. It provides for the authority to remove
lawfully-installed electronic surveillance devices. It provides sentencing measures dealing
with the consideration of outstanding charges, the offender's ability to pay a fine and
addressing technical matters. It provides rules governing when conditional sentences run
following the breach of a condition. It brings deceptive telemarketing offences against the
Competition Act under the forfeiture provisions for the proceeds of crime. Finally, it provides
a number of other technical amendments. The bill also provides for amendments to the
Controlled Drugs and Substances Act that deal with aggravating factors in sentencing and the
criminal liability of law enforcement officers engaged in their duties. And, finally, it provides
for amendments to the Corrections and Conditional Release Act that exclude those convicted
of organized-crime offences from eligibility for accelerated parole review.

Because Bill C-51 represents an important victory for the Bloc Quebecois with respect to the
operation of casinos on international cruise ships, hence my remarks this afternoon, we
support the bill in principle. We feel, however, that the bill does not go far enough with
respect to money laundering, particularly as it does not remove $1,000 bank notes from
circulation. We know that our colleague, the hon. member for Charlesbourg, introduced a
private member's bill about this.
…
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October 8, 1998 [House of Commons]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)

…. The other important thing I wanted to mention about Bill C-51 is the accelerated parole
review provision. I would like to speak to this briefly. In 1997, the media brought us the
Lagana affair. It will be recalled that this involved a lawyer, Joseph Lagana, sentenced in 1995
to 13 years in prison for his involvement in a drug importing case and for laundering almost
$47.4 million. The worse part of this story is that Mr. Lagana was released after serving only
one sixth of his sentence, that is 26 months instead of the 13 years of imprisonment he had
been sentenced to by the judge. The accelerated parole review procedure provided in the
Corrections and Conditional Release Act benefited this major drug trafficker, who was
released after serving only one sixth of his sentence because his crime was considered a nonviolent offence under the law and he had not served time before. On this subject, let me
digress to say a word about the application criteria of this accelerated review procedure. In
1987, the chief justice of the supreme court made a decision in the Smith affair, saying:
Because they are the direct cause of the hardship experienced by their victims and their
families, we must ensure these importers of narcotics bear their share of culpability for the
countless serious crimes of all sorts committed by drug addicts to support their addiction. It
read further: With due respect, I believe that, when convicted, these individuals, with very
few exceptions, should be sentenced and actually serve long term sentences. This shows that
the supreme court considers drug trafficking to be a scourge of serious magnitude that must
be eradicated. In our view, since money laundering sustains this scourge, anyone who is
found guilty should indeed, in the words of the supreme court justice, serve long term
sentences. But the Liberal government obviously does not agree, since it is allowing criminals
like Joseph Lagana to take advantage of accelerated parole reviews.

The Lagana affair prompted the Bloc Quebecois, through the member for Charlesbourg, to
introduce a private member's bill to have this kind of review denied to criminals found guilty
of money laundering, among other offences. While Bill C-51 is a step in the right direction,
the new provisions will not apply to Mr. Lagana and others like him, because bankers and
lawyers who are convicted for money laundering but not for an organized crime offence will
still get away with serving one sixth of their sentence. This is totally unacceptable to the Bloc
Quebecois. We will not tolerate other Lagana cases. Therefore, we are informing the House
that, on Bill C-51, the Bloc Quebecois will be proposing amendments to offset the Liberal
government's lack of courage on this issue. The fact that the government is making a minor
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correction to a situation does not release it from all its obligations. I also want to discuss the
powers of the attorney general of Canada.
….
The battle against money laundering does not seem to be a priority for this government,
which takes a piecemeal approach to things. The solutions it is proposing do not go nearly far
enough. There is no doubt about this government's apathy, because it could, right now, take
effective action against money laundering. The Bloc Quebecois has been raising this whole
issue for a long time now. Listeners will probably recall that we even made it part of our
platform in the last election campaign, and that we were not short of suggestions for what
this government should do about this terrible problem in Canada. As I mentioned earlier, the
member for Charlesbourg introduced a private member's bill to deal with the issue. Since its
purpose is to do something about the problem of money laundering, I trust that it will have
the support of the government. One thing the government could easily and rapidly do, even
in Bill C-51 before us, is to eliminate $1,000 bank notes, which is a top priority for the Bloc
Quebecois. Canada is one of the only countries to issue such a high denomination. Police
forces tell us that this makes it easier for criminals to launder their ill-gotten gains. The Bloc
Quebecois is also suggesting that financial institutions should in future be required to inform
the police of any dubious transaction involving $10,000 or more. This requirement would also
apply to casinos and travel agencies. Despite what it is saying, the Liberal government's
response to money laundering has been far from effective. Strict measures are long in
coming. Because of that inertia, we must constantly raise the issue and hound the
government, as we did in the case of the motorcycle gangs, for instance. The government
finally decided to act following the enormous pressure exerted by the Bloc Quebecois
regarding that issue. I do hope that, following our private members' bills and our
representations, the government will finally take action regarding money laundering, if not
with Bill C-51, then in a subsequent piece of legislation.

Since time is running out, I will conclude by saying that the Bloc Quebecois is pleased that
operating casinos on cruise ships on the St. Lawrence River will now be permitted. As I said
earlier, thanks to the hard work of several MPs from the Quebec City area, the government
finally realized that the situation could no longer persist. The tourist industry in the Quebec
City area will now be in a position to thrive even more. The Bloc Quebecois is also pleased to
have made the government realize that the accelerated review process was flawed. Again,
the Bloc Quebecois said repeatedly that it was unacceptable to see a notorious drug
trafficker take advantage of that procedure. Unfortunately, the government did not realize
the magnitude of the problem, since its proposed amendments do not go far enough. When
will the government understand that it is useless to try to fight gangs if nothing is done about
money laundering? In the area of crime, as in any other one, money is everything. However,
the government does not seem to have understood that yet, or at least it is slow to do so. It
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is slow to amend the legislation, so that Canada can finally lose its unenviable title of money
laundering haven. The Bloc Quebecois supports Bill C-51, to the extent that the government
is aware that the legislation has a number of flaws on which the Standing Committee on
Justice and Human Rights will have to work.

October 8, 1998 (House of Commons)
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC)

… I also question the government's true commitment to fighting organized crime given that
the solicitor general and the Liberal government itself could be doing much more in this area.
Recent revelations from the auditor general seem to indicate that contrary to what the
solicitor general announced publicly about this government's commitment to organized
crime, the reality is that millions of dollars have been taken out of the RCMP budget. We also
know that in the last year to year and a half we have seen the devolution of the ports police
in areas like Halifax and Vancouver. I assure this House that one very prevalent factor waiting
in the wings is the decision to make Halifax a post-Panamax port. With this decision there will
be significantly increased traffic on that port. Instead of a specialized police force, the ports
police aimed at combating organized crime and the importation of drugs, weapons and other
contraband materials, now we have that duty being passed on along with other duties the
current Halifax metro police and RCMP are charged with. It is not a partisan comment on my
part. That is simply the conclusion that has been reached in examining these facts.

I do not reach this conclusion alone. Each year the U.S. State Department prepares a report
called “International Narcotics Control Strategy Report”. In its most recent report, the State
Department singled out Canada as an easy target for drug related and other types of money
laundering. The same report also listed Canada in the same category as Columbia, Brazil and
the Cayman Islands as an attractive location to hide illegal cash. Finally, the same report was
very critical of Canada's lack of legislation to control cross-border money flow. The Canadian
Police Association, as it is a very insightful group, has also echoed similar concerns. London
police Chief Julian Fantino, head of the organized crime committee in the Canadian
Association of Chiefs of Police, said that money laundering is an easy feat in Canada.
According to some reports, the RCMP has estimated the value of laundering money in
Canada between $3 billion and $10 billion.

The solicitor general recognizes this problem, should be aware of it and should act on it.
During the government's first ever annual statement on organized crime, the solicitor general
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promised new anti-organized crime legislation that would finally require significant steps
toward combating this situation. It would also require that financial institutions report
suspicious transactions and cross-border currency movements. As a matter of interest, the
solicitor general's predecessor and the current Deputy Prime Minister made a similar
commitment in September 1996 following the conference on organized crime. Sadly,
Canadians continue to wait and organized crime continues to penetrate this country. In April
of this year the present solicitor general repeated that promise again and had a conference
that was very well publicized. There was a great deal of ballyhoo about the solicitor general's
initiatives and spoke quite openly about his intentions for combating organized crime. He
made the same promise to the police in the past year in August and in the span of nearly two
years this government has made the same promise on four separate occasions but have
delivered nothing. I would concede that the solicitor general has a laudable commitment to
consultation as well as airline conversations but he also should know that the law
enforcement community has had enough and does not want any more shallow promises. The
government is incessantly holding conferences under the guise of consultation and yet there
do not seem to be any meaningful consequences that come about as a result of these
consultations. The solicitor general's dismal response to the problem of organized crime and
this government's manipulation of consultation has become a tool of delay and frustrated
police to the point where the executive director of the Canadian Police Association recently
stated to the media: “Quite frankly, we don't care what this government has to say
anymore”. That is a very telling comment from the Canadian Police Association when saying
this in response to the government's commitment to organized crime. Are we to believe the
brave talk of the solicitor general? Given his credibility problems of late, that does stretch it
quite a bit. The solicitor general since June 1997 has said we would do away with any
problem recognizing his statements that fighting organized crime is one of his strategic
priorities. We are patiently waiting, as are the Canadian people, the Canadian Police
Association and indeed all police associations across the country. Police and the public are
forced to judge the solicitor general's commitment to strategic priorities by actions and
results.

Words alone, no matter how tough they sound, just do not cut it when it comes to fighting
organized crime. There are also significant amendments with respect to telemarketing fraud.
Proceeds gained from deceptive telemarketing practices that would be subject to seizure and
forfeiture under Bill C-51 are a positive step. This bill would also make it illegal to generate
currency by copying bank notes by computer assisted or electronic means. Certainly forgery
has become a problem in this country as it has around the world. I commend the government
for this positive amendment although it is unfortunate that we have yet to see other
measures aimed specifically at organized crime in this country. Given the rising market value
of forged currency, this amendment would establish theft and smuggling of other valuable
commodities such as diamonds, gemstones or any rock or ore. It is a positive focus of this
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omnibus bill and would make offences aimed at those types of forgeries punishable under
the Criminal Code.
…

October 8, 1998 [House of Commons]
Mr. John Reynolds (West Vancouver—Sunshine Coast, Ref.)

… I will discuss another story in relation to conditional sentencing. Domenico Tozzi, the
greatest money launderer in Canadian history, was sentenced to 10 years and a fine of
$150,000 for his role in the importation of 2,500 kilos of cocaine plus 25 tonnes of hashish.
When he did not pay his fine the sentence was increased to 12 years and he was released
after only serving two years in jail. I do not know what 2,500 kilos of cocaine and 25 tonnes of
hashish are worth, but I would guarantee it is in the millions. A judge put him in jail for 10
years and gives him a $150,000 fine. He wondered why he should pay the fine if he would
only get two more years in jail. Then our great system allowed this man back on the streets
after just two years in jail.

Bill C-51 does nothing to solve that problem. We are going to make amendments to it. As my
Conservative colleague said, hopefully the government and the rest of the House can work
on this in a non-partisan way to bring in laws all Canadians want. Ex-lawyer Joseph Lagana
was involved in the importation of 558 kilos of cocaine and in laundering $47.4 million. He
was sentenced by a judge to 13 years. He was released after two years and two months to a
halfway house where he is free from 6 a.m. to 11 p.m. What message does that send to
Canadians? He imported cocaine which kills young people and laundered $47.4 million. That
probably goes right over top of the average Canadian's head. It is astounding. Average
Canadians cannot even think of figures that large. What does he get? Two years and two
months. That shows young people that a life of crime pays. It creates career criminals. Will
this man go back to an honest job? Will anybody in Canada be convinced that after two years
and two months he has been rehabilitated? Anthony Volpato, described by the papers as one
of the leading figures in the Montreal Mafia, was sentenced to six years for conspiracy to
import 180 kilos of cocaine. He was freed after only one year.

This kind of sentencing has to stop and we have to make amendments to the bill to make
sure it stops. Let us talk about organized crime, another area in which Bill C-51 is sadly
lacking. As Bill C-51 implies organized crime figures are not choir boys. Why would we treat
them that way? The minister thinks she is getting tough in Bill C-51 by eliminating the
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accelerated parole hearing after one-sixth of a sentence has been served. It is better than
before. Organized crime figures will still have access to day parole and be released after
serving one-third of their sentences. As I said in my previous comments on conditional
sentencing, this is a joke. It is objectionable, unacceptable and naive. Organized crime laughs
at going to jail for a couple of years. Mr. Speaker, I am sure you like going to the movies. The
part of the bill on organized crime kind of reminds me of the movie Goodfellows . In that
movie three Mafia members were convicted of a crime and doing time by having pasta
dinners in prison. They are sitting tight being model prisoners, knowing they will get out
before their full sentence is served. The notion and the part of the movie with the Mafia
members drinking Chianti and making pasta is as comical as Bill C-51 in that regard. Let me
remind the justice minister that members of criminal organizations are by definition in
section 2 members of a group of at least five persons, formally or informally organized,
having as a primary activity the commission of an indictable offence and the members having
been in the preceding five years in a series of such offences. That is very serious stuff.

In short, these people should be held for their full sentences. They should not get full parole
as Bill C-51 allows. Serious crime, serious time. We have to get that message across to
organized crime. These people should not enjoy the generous system of day parole, full
parole and statutory release. There should be no exception for organized crime. Does the
minister really believe, be it one-sixth or one-third, that these people can be rehabilitated in
such a short period of time? I gave an example before of those with 13 years sentences being
out in two years for crimes involving millions of dollars. They will, as the movie Goodfellows
portrays so accurately, sit tight, keep up the connections while incarcerated and return to
their lives of crime when released. Is the minister expecting organized crime members to
have some sort of Epiphany while in prison? This is another sadly lacking element in Bill C-51
and one we cannot support. …

October 8, 1998 [House of Commons]
Mrs. Christiane Gagnon (Québec, BQ)

… If I have a few minutes left, I would like to address the part of Bill C-51 dealing with
eligibility for accelerated parole review. Here again, we feel the government is not going far
enough. Granted, this would be a major change. It would give teeth to our legislation dealing
with certain drug traffickers. I will use the few minutes I have left to try to explain how this
amendment could prove worthwhile and be improved upon by the government. In August
1997, we learned of the Lagana affair from newspaper reports. A lawyer had been sentenced
in 1995 to 13 years in prison for importing cocaine and laundering $47.4 million. As we know,
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Mr. Lagana was released after serving only 26 months, or one-sixth of his sentence, because
he had become eligible for accelerated parole review. After serving just one-sixth of his or
her sentence, any non-violent criminal who has never done time before may apply for parole.
In response, the Bloc Quebecois, through the member for Charlesbourg, introduced a private
member's bill to eliminate this accelerated procedure for those found guilty of money
laundering.

In Bill C-51, the government wants to correct this situation. It is proposing to exclude those
convicted of organized crime offences from eligibility for accelerated parole review. This
amendment is a step in the right direction, but it is limited to the provision of the Criminal
Code dealing with organized crime. It does not affect bankers, individuals or lawyers
convicted of money laundering who are not part of organized crime. Such individuals may
therefore continue to launder millions of dollars and serve only one sixth of their sentence in
jail. We would have liked to see this amendment extended to include lawyers and bankers
who launder money. This is a completely unacceptable state of affairs. We in the Bloc
Quebecois will not stand for another case like that of Lagana. We will introduce amendments
to make up for the Liberal government's lack of courage. We would also have liked to see
$1,000 bank notes taken out of circulation, because we know that it is easier to launder that
denomination. We are one of the only countries in the world with this denomination in
circulation. We would also like financial institutions to be permitted to alert the police about
suspicious transactions of $10,000 and over. I will not be able to address all the other items.
Since there are a good dozen amendments in Bill C-51, it is difficult to give them the
attention they deserve in a mere fifteen or twenty minutes. In conclusion, as I mentioned, we
are very happy with the Criminal Code amendment having to do with cruise ships.

November 4, 1998 [House of Commons]
Ms. Eleni Bakopanos (Parliamentary Secretary to Minister of Justice and Attorney General
of Canada, Lib.)

….Another change which was a priority was the provision linking the new deceptive
telemarketing offences proposed by the Minister of Industry in Bill C-20 with the Criminal
Code proceeds of crime provisions. When Bill C-20 was drafted and introduced it was not
apparent that this was an important link. Competition Act offences are regulatory criminal
law and the competition bureau would not usually consider it necessary to target proceeds
from the other offences it enforces such as misleading advertising. This is not the case with
deceptive telemarketing. As we have seen both from our own examination of the problem
and recent media coverage, telemarketing fraud and deceptive telemarketing are capable of
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generating large proceeds. They involve the use of telephone boiler rooms to contact large
numbers of victims. Individual losses may be large or small, but if many victims are targeted
the overall proceeds are often very large, marking confiscation a major deterrent and an
important step toward compensating victims. The proceeds are so large in some cases that
this sort of crime has attracted the attention of more traditional organized crime groups in
Canada, making the targeting of proceeds even more important.

Both the Minister of Justice and the Minister of Industry take this matter very seriously. As
soon as the need for this link was identified it was included in the bill. The offence of fraud
already falls within the proceeds of crime scheme. The inclusion of deceptive telemarketing
will help to ensure that criminals cannot hide their own considerable profits from forfeiture
and restitution to their victims. Another organized crime priority for both Quebec and the
solicitor general was the exclusion of those convicted of organized crime offences from
accelerated parole review. This proved to be a fairly straightforward amendment. It was
proceeded with but concerns have been voiced that it does not go far enough. As proposed,
organized crime offenders would be excluded as long as the organized crime element is
proven either on conviction or sentence. To go further than this and catch everything at
conviction might require the restructuring of the money laundering offence. This would go
beyond what is reasonable to attempt to do in an omnibus bill. The solicitor general and the
justice minister were anxious to proceed with this change quickly. The criminal organization
offence was added to the Criminal Code less than two years ago by the government. Fairly
quick action was needed on this issue before a significant number of cases arose.

Another important organized crime issue is the potential use of rough diamonds produced in
Canada as a medium of exchange by organized crime. As members of the House will know,
the first ever Canadian diamond mine began production in the Northwest Territories earlier
this month. This represents an important and welcome source of economic development for
Canada's north, but there are concerns that the high value of rough diamonds will attract
thieves and organized crime interests. For this reason the Minister of Justice wanted to move
quickly to expand the Criminal Code offences dealing with precious metals to include
valuable minerals other than gold, silver or platinum. This would ensure the law covers rough
diamonds and any other gemstones or other similar minerals that might be discovered in
Canada in the future. ....

November 4, 1998 [House of Commons]
Mrs. Christiane Gagnon (Québec, BQ)
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… In introducing her bill, the justice minister was proud to announce she was out to control
the activities of organized crime. And then she proceeded to introduce a change to the
accelerated parole review process under the Corrections and Conditional Release Act. First of
all, let us make it clear that the Bloc Quebecois has for some time been condemning the
absurdity of the accelerated review process. My colleague from the Bloc Quebecois, the hon.
member for Berthier—Montcalm, repeatedly questioned the Minister of Justice, asking her
whether she thinks it is right for a major drug dealer like Joseph Lagana, who laundered
nearly $47 million, to get paroled after serving only one sixth of his sentence. The Bloc
Quebecois did not simply question the justice minister on this issue, it also proposed
solutions. Indeed, my colleague, the hon. member for Charlesbourg, presented a bill to
amend the Corrections and Conditional Release Act to deny high-profile drug dealers access
to an accelerated parole review. The amendments proposed by the hon. member not only
addressed organized crime, as the minister proposes in her bill, they also went beyond that
to encompass conspiracy and money laundering. The solutions of the hon. member for
Charlesbourg were even submitted to the justice committee as an amendment to Bill C-51.

We know what happened; the Liberal majority rallied around the minister and refused to
pass them. This refusal is typical of the Liberal government's lack of courage as far as money
laundering is concerned. If the minister really wanted to deal with this dangerous problem,
she would follow up on the Bloc Quebecois proposals. Among the recommendations were
the withdrawal of the $1,000 bill. In our opinion, this is an extremely sensible proposal. What
we are asking of the government is very simple: not to issue any more $1,000 bills. That
would have a direct effect on money laundering. Obviously, it will take this government a few
years to understand, just as in the case of amendment for the cruise ships, that Canada is a
money laundering centre. It will take the government even longer to realize that having
$1,000 bills in circulation helps the cause of money laundering.

The Liberal government cannot be pushed. It prefers a step by step approach. It does not
appreciate our telling it what to do, even when what is needed is obvious. The government,
which we consider arrogant, wants to seem to be taking initiatives, although we have long
been proposing solutions. Despite this strange situation, the Bloc Quebecois has not given
up. We will continue to ride this government to get it to act rather than remain complacent.
We have introduced private members' bills to get things moving. I know something about
this because I myself introduced two private member's bills. Both were rejected by the
Minister of Justice, even after I had devoted a great deal of effort to raising awareness
among stakeholders. There was a great deal of support for my bills, and several members
here in the House were behind me. Faced with this situation, the Liberal government had no
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choice but to proceed, but it took all the credit. It turned it into a government bill and made
us wait two years for the amendments to the Criminal Code, instead of giving credit to
members who have the public's interests at heart. One amendment involved sex tourism; it
would have made it an offence to engage in sex with children in another country. The other
had to do with genital mutilation of African girls who are now Canadian citizens. I worked
very hard on these two bills and they were rejected by the then Minister of Justice. After
much pressure from stakeholders and from members, the Liberal government finally caved in
and agreed to amend the Criminal Code, because it had no choice. We are not about to give
up. After a careful review of a situation, we do everything we can to bring about the
amendment of legislation that is outdated or contrary to the public's interests. The Bloc
Quebecois has the interests of Quebeckers at heart.

November 5, 1998 [House of Commons]
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC)

… What was missed was the opportunity to enact in the Criminal Code stiffer penalties for
those involved in organized crime activity. It failed to include mandatory minimum sentences
for those motivated by gang activity to embark upon a life of crime, crime that inevitably puts
people's lives at risk through drug peddling, prostitution and the type of gang warfare we
have seen in the streets of Montreal and which is spreading to other cities in Canada. This bill
will remove a provision that in light of advances in forensic science and health care will also
focus in on some of the technological advances that have been made. The current Criminal
Code disallows the prosecution of individuals convicted of murder, manslaughter or other
offences after a year and a day has passed. That enactment has been made. I would embrace
it as a positive measure. Obviously there are situations that unfortunately could occur. A
person whose life has been threatened due to injuries related to crime and is on a life
support system or in critical condition may through their own will hold on until after a year
and a day has passed. The perpetrator is then not held criminally accountable under the old
system.
…
I repeat my challenge to the government, though, with respect to its true commitment to
crime fighting. As I mentioned earlier, the solicitor general specifically could be doing a lot
more when it comes to violent crime and when it comes to organized crime. Nothing has
undermined the solicitor general's performance record more than his inaction on this
organized crime front which is supposedly one of the government's three strategic priorities.
The solicitor general has said quite often in the House and to the media that organized crime
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is big business and it is bad business. Recognizing this and doing something about it are two
different things. Recognizing it, acknowledging it and saying publicly that he wants to do
something about it, that is fine but the clock is running. When it comes to these types of
issues, when the clock is running people are getting hurt, killed and things are happening that
the government has an opportunity and I suggest a responsibility to do something about. The
solicitor general has an opportunity to do just that through legislative initiatives and through
resources. Resources of course are a problem that the government is wrestling with, its
priorities. Where does it spend the money? Where does it cut the money? Once more to
echo comments from the opposition benches, the priorities and where the cuts seem to be
taking place are extremely disturbing and questionable.

All Canadians I believe are embarked on that process of questioning why the government is
making cuts in the areas where there appears to be the most need. One of the areas I would
describe as being the most in need is that of frontline policing and the need of police officers
to have the resources to do the job they have been tasked with. That is not just partisan
bluster on my part. That is the conclusion reached by the U.S. State Department when it was
viewing areas in the world where organized crime was beginning to become a growth
industry. There was an international report tabled, “The International Narcotics Control
Strategy”. In that report the State Department singled out Canada as an easy target for drug
related and other types of money laundering. The same report also listed Canada in the same
category as Colombia, Brazil and the Cayman Islands as an attractive location to hide illegal
cash. That same report also criticized Canada's lack of legislation to control cross-border
money flow. This is a very serious problem, so much so that York police Chief Julien Santino,
head of the organized crime committee of the Canadian Association of Chiefs of Police, said:
“Money laundering is an easy feat here in Canada. According to these reports the RCMP has
estimated that the value of laundered money in Canada is between $3 billion and $10
billion”. I express guarded support for Bill C-51 on behalf of the Conservative Party. We
would have liked to have seen further amendments as are appropriate under an omnibus bill.
There is a common sense need for more stringent controls and more stringent areas for the
government to look at in terms of sentencing. We will be supporting this legislation and
hoping for greater initiatives on the part of the solicitor general and the Minister of Justice.

November 30, 1999 [House of Commons]
Mr. Lynn Myers (Waterloo – Wellington, Lib)
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Mr. Speaker, I am very pleased to rise today in support of the motion to ask the Standing
Committee on Justice and Human Rights to study the issue of organized crime and analyze
the legislative avenues open to parliament to fight against activities of criminal organizations.
I have 10 years experience in police service. As the former chairman of the Waterloo Regional
Police, I find this of particular interest. It is certainly one where all Canadians look for
leadership from their federal government to ensure our communities, wherever they are in
this great country, are safe and secure for themselves and their children.

Public concern over organized crime is not limited to any one part of Canada. The RCMP
reports that there are biker gang activities and criminal enterprises in several parts of this
country. Indeed, the gang problem goes far beyond outlaw biker groups. In addition to biker
gangs, there is a host of organized crime groups that operate and prey upon the weak in their
own communities and on Canadian society. That is unacceptable.

It is commonly known that organized crime is actively involved in trafficking in illegal drugs.
Last summer all of Canada saw firsthand how organized criminal snakeheads were callously
smuggling Chinese people on rusty old ships to our shores. This is unacceptable as well. It is
perhaps less well known that they are also involved in environmental crime, like illicit waste
treatment and disposal, trade in endangered species and ozone depleting substances. They
are involved in economic crime like white collar crime, for example, such as security fraud
and telemarketing fraud. We also know that they are involved in the sale of counterfeit
products, in violation of intellectual property rights and software piracy, money laundering
and motor vehicle theft for export or for parts.

There are those who claim that the police are powerless to fight organized crime. Some
argue that the police need more money. Others argue that they need less. I think we should
find out what the facts are in this case.

It has been two years since parliament considered and enacted any gang legislation. The
provisions contained in Bill C-95 originated in discussions with the police community and
other members of the justice system in September 1996 when the then minister of justice
and the solicitor general held a national forum on organized crime. This event brought
together representatives from the police community, the federal and a number of provincial
governments, the legal community, private industry and academics to examine the
increasingly complex problem of organized crime in Canada and to recommend integrated
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and effective measures to address it. Participants examined the feasibility of legislation that
would provide new tools to the police, prosecutors and courts to combat organized crime.
We must recall another factor that led to the enactment of Bill C-95, and that is the public's
revulsion at the violent events associated with a turf war between two rival biker gangs, the
Hell's Angels and the Rock Machine in Quebec, in which not only members of the gang but
also innocent bystanders were tragically affected.

The legislation that followed Bill C-95 enacted new powers in relation to the interception of
private communication, proceeds of crime and property used to commit offences and other
things. It also outlined for the first time in Canadian criminal law a definition of a criminal
organization and created a new offence of participation in a criminal organization offence.
This legislation has been in force now for two years.

This may seem like a long period of time to some, but I understand that a typically complex
organized crime investigation takes several years to progress to the point where charges are
laid. In fact, I know that to be the case.

Nevertheless, some of these investigations directed at criminal organizations using the tools
provided in Bill C-95 have now been completed. Charges have been laid and prosecutions are
proceeding. Indeed, there have been convictions. Reports have appeared in the media in
recent weeks regarding some of these prosecutions, notably in the provinces of Quebec,
Manitoba and Alberta.

It is important, however, to ensure that the provisions of Bill C-95 are well understood. Not
every case is appropriately pursued as a criminal organization investigation or a prosecution.
It is not intended to be the only tool used to combat organized crime. It is built on the tools
already available in the criminal code and responded in particular to investigative and
prosecutorial challenges posed by criminal organizations. These are specialized tools in that
sense.

Justice officials have been working in co-operation with the solicitor general's department to
provide training to police and prosecutors regarding the contents of the criminal organization
legislation. Justice officials have provided full day and half day training sessions across the
country to over 500 members of the provincial and federal police and prosecution services.
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Law enforcement must be careful to ensure that powerful but integrate powers provided for
in legislation are not used inappropriately or unnecessarily.

The committee may want to assess the extent to which the provisions are being used and
their effectiveness. If there are ways to improve upon the manner in which the legislation is
used, we should facilitate the sharing of these best practices. If there are improvements in
the legislation that could be considered, we should assess them collectively.

In another area of organized crime, combating telemarketing fraud remains a priority for the
Government of Canada, in particular within the context of its organized crime agenda.
Since the 1997 binational report, Canada in partnership with the United States has made
significant strides in combating cross-border telemarketing fraud. The major legislative
developments include Bill C-20, which recently added the new offence of deceptive
telemarketing to the Competition Act.

It also includes Bill C-51, which amended the criminal code to link the new deceptive
telemarketing offences in the Competition Act to the criminal code scheme authorizing the
seizure and forfeiture of proceeds of crime for enterprise crime offences. This amendment
now allows the significant proceeds generated by many telemarketing schemes to be
captured.
Finally, Bill C-40, which amended the Canada Evidence Act and the Extradition Act to provide
for the use of video linked testimony to be given at criminal trials and at extradition hearings.

We are building on our successes and will continue to combat telemarketing fraud through
public education, information sharing and co-operative law enforcement using the new
legislative tools that we have developed over the past year.

Before concluding, I would also like to address the issue of acts of intimidation directed
against key players in the criminal justice system. My colleagues in the House will know that
the concerns have been voiced with regard to this issue of intimidation directed against
officials responsible for the investigation and prosecution of crimes: judges and persons
responsible for the administration of sentences of convicted offenders, as well as members
of the public who become involved in the criminal justice system as informants, witnesses or
members of juries.
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The intimidation of justice participants is purpose-driven. The purpose is either to interfere
with the ability to secure a conviction against the accused or, in the case of an organization,
against other members of the organization in the future, or to exact revenge. It is intended to
destabilize the criminal justice system, particularly where the prosecution of organized crime
is concerned.

The government is acting in this area and the Department of Justice is currently examining
this issue. It is consulting with representatives of federal, provincial and municipal police
agencies, federal and provincial prosecutors, federal and provincial correctional officers and
officials and judges in all parts of Canada. The object of this exercise is to determine the
scope and severity of the problem of intimidation and to develop an appropriate legislative
response. I applaud this initiative. It is important for all our communities in terms of making
them safer and more secure.

I will conclude by observing that organized crime is a pressing problem which takes various
and many forms. The international community has identified the fight against organized
crime as a priority issue. The Canadian government has taken a similar position, and rightfully
so. It is important for all Canadians to have us move in this very important area.

Let us see if the Standing Committee on Justice and Human Rights can identify legislative
avenues that can be effectively pursued by parliament to win the fight against the activities
of criminal organizations.

I think this motion is most in order. It is useful and we should get on with passing it to make
sure it goes to the committee where we can examine these and all important issues relating
to organized crime.

November 30, 1999 [House of Commons]
Réal Ménard (Bloc Québécois)
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Mr. Speaker, I am pleased to ask my colleague a question because he is the chair of the
Standing Committee on Health, of which I am a member. I know that he has shown a
wonderful sense of fair play, and it is a great pleasure to work with him.
The last report of the Criminal Intelligence Service Canada described organized crime as
making $10 billion annually from drug trafficking, and an estimated $400 million from the
sale of jewellery on the black market. Every year, fraudulent credit card purchases total close
to $80 million.
As for economic crimes—the hon. member referred to telemarketing—losses are in the
neighbourhood of $4 billion. Fraudulent use of credit cards accounts for something like $127
million. Between 8,000 and 16,000 people are smuggled into Canada illegally every year.
Car theft is still on the rise. And between $5 billion and $17 billion in illicit funds are
laundered annually.
Would the hon. member agree with me that all options must be considered in our efforts to
more effectively combat organized crime? It is not just a question of additional resources for
the police, but all options must be considered, including—and this is something I think the
committee will have to look at—the Japanese model, which prohibits the public display of
crests and badges belonging to biker gangs, up to and including possible use of the
notwithstanding clause.
Would the hon. member agree that all options must be considered and that the Standing
Committee on Justice and Human Rights must not exclude any of them?
November 30, 1999 [House of Commons]
Mr. Lynn Myers

Mr. Speaker, I thank the hon. gentleman opposite for his question. It seems to me that what the
motion today is saying is that by referring the motion to the justice and human rights
committee we should analyze the legislative avenues open to parliament to fight against the
activities of criminal organizations and then report back to the House.
If the question is, should we take a look at the variety of options available to the committee
and ultimately to parliament and all parliamentarians, it seems to me that we should. We
should take a look at the kinds of things that we as a society and we as parliamentarians should
do in order to curtail criminal activity wherever it may be in this great land of ours.
As a former chairman of the Waterloo Regional Police, I can tell the House first hand that
police services across our great country need parliament's assistance in this very important
area. The government has done many things over the last number of years to enact the kinds of
legislation that are necessary to give the police the kinds of measures they need in order to
carry out their function in society, all of which enables us to live in more safe and secure
communities wherever they may be in Canada.
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I look forward to the report of the standing committee in this very important area. I know that
under the leadership of the chairperson, who is a very capable individual, that is precisely what
will be done. The committee will report back to the House in a very meaningful way and give
parliament and, by extension, all Canadians the kinds of necessary analysis and tools that will
help us to ensure that criminal activity is curtailed in Canada.
November 30, 1999 [House of Commons]
Mr. Gurmant Grewal
Mr. Speaker, I rise on behalf of the people of Surrey Central to speak to the Bloc supply day
motion that calls on the House to order the Standing Committee on Justice and Human Rights
to study the issue of organized crime, to analyse avenues available to parliament to combat
these criminals, and to report back to the House by October 31, 2000.
Today the government side of the House is being forced by the opposition to discuss organized
crime. We will see how little it will do, if anything. The people of Surrey Central are anxious
to do something about organized crime and its effect on our country, our cities, our region, our
children, and many other aspects of our lives.
The weak Liberal government that has no vision and no political will keeps our criminal
justice system weak. There are less and less resources, money and effort going to our law
enforcement community. We can clearly see this in Surrey. We feel the effects of the scarce
resources of the RCMP which is trying to preserve and protect our communities.
The immigration minister tells the Prime Minister to adopt a new slogan. The motto is that
Canada is the place to be. The Prime Minister brags about that. There is no political will on
Liberal benches to give B.C. and the rest of Canada the RCMP services that are needed.
Because of this, international criminals know that Canada is the number one country and the
place to be.
The Liberals already know that organized crime has a great effect on our country. There is no
need to study it. Illegal migrants arrive at our airports and on our coasts. They are brought here
by organized criminals, and the Liberals do nothing about it.
They do nothing about corruption in our embassies. When it comes to filtering out criminals
our embassies are just like sieves. In Hong Kong 2,000 visas were stolen. Are gentle people
stealing them and using them? No, it is organized crime. It is criminals who stole the visas and
used them to bring over 2,000 criminals into Canada, and the Liberals do nothing about it.
I did something about it when my constituents told me about corruption at the embassies at
New Delhi and Islamabad. Legitimate immigrants were harassed while criminals were buying
their way into Canada.
I got results. Was I lucky? No. I did the work. I had the political will to get to the bottom of
these allegations of crime and corruption on behalf of the people I was elected to represent.
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I took action on their behalf. I went to the RCMP. They were glad to work with me and they
did a good job. People were fired as a result of my efforts and the corruption was cleaned up,
for a while at least.
The Liberals keep the RCMP starved of resources: money, equipment and personnel. The
Liberals do it with our military as well. They starve our emergency preparedness, too. The
Liberals leave only four officers patrolling the B.C.-Washington border near my constituency.
Our ports and docks are understaffed.
Perhaps only 5% of containers are inspected at the Vancouver port, but many of them contain
drugs and other things being smuggled for organized crime. The Liberals are not serious about
fighting organized crime. If they were they would dispatch the military on a special two-day
mission to open the 95% of containers that have not been inspected. Let us get to work.
We know that there are refugee claimants on our streets selling drugs. We know they have
been arrested, but the police tell us they are back on the street within hours, or at least the next
day, after being slightly slapped on the wrist. Why does the government not do something
about it? It is a shame.
Third world people are being enslaved into a life of crime. They are being sent to the U.S. via
Canada. What do the Liberals do about it? Nothing. The CIA and the FBI in the U.S. are
furious about what is happening in Canada. They are furious about our Prime Minister because
he is cutting budgets, dragging his feet and not upholding Canada's part in fighting crime in
North America.
The government knows about money laundering operations in our country. Organized crime
has built a very large, multibillion dollar underground economy. The weak Liberal government
has done nothing about it.
Last week the newspapers published 10 ways to launder money and those are the 10 ways the
Liberals have refused to prevent money laundering.
As a former credit union director, I know that our federal government is not doing enough to
help prevent fraud through our financial institutions. There are many areas where the
government has dropped the ball on combating organized crime, including industrial
espionage, white collar crime, national security risks and others.
The Liberal government should have introduced legislation to protect the rights of civil
servants who come forward to expose corruption in government. It should have done this long
ago. In other countries the legal rights of public servants who blow the whistle are protected.
They are rewarded. In Canada we need at least to protect the public servants who report, in
good faith, evidence of wrongdoing. They should not be subject to disciplinary action, as the
government has shown in the last few years.
Canada needs a mechanism for our public servants to follow when they detect wrongdoing,
including mismanagement, misleading information, cover-ups and other things like the issue
we are debating today.
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I will soon be putting forward a bill for the government to support that will protect and reward
whistleblowers. The purpose of the act will be to establish a procedure and provide appropriate
rewards and incentives for whistleblowing. Everyone knows about the work of Brian
McAdam, who exposed corruption in our Hong Kong embassy.
The sidewinder investigation should certainly be of value and in the best interests of
Canadians. My hon. colleague has already spoken about it. For three months Fabian Dawson, a
Canadian journalist working out of B.C., has been publishing articles chronicling corruption in
our federal government's overseas missions.
We commend these Canadians for their work, but where is the government? Where are the
Liberals? Why do the Liberals not investigate what Fabian is writing about? Why do they not
help him? Why will they not take action when our media uncovers things through good
journalistic investigation?
Today we are looking for answers to the problem of organized crime. What can parliament do?
It is easy. The people of Surrey and all Canadians know how easy it is. Contrary to the motion
we are debating, there is no need to study this problem. We already know the answers.
Parliament can legislate tougher penalties. Parliament can provide whistleblowers with
protection and rewards so that they can come forward with the evidence of corruption,
exposing the techniques and modus operandi of organized criminals and gangs like the triads.
Rather than this weak Liberal government listening to them and taking appropriate action,
rewarding whistleblowers like Brian McAdam and Corporal Read, it tries to shut them up and
muzzle them while intimidating and threatening them. This weak government should see to it
that the laws which are already in our statute books are enforced. The government can do that
by providing our law enforcement community with what it needs to get the job done.
In Surrey the RCMP is always short of staff, equipment, time and resources. There is no
reason for that except that the Liberals are starving the force of what it needs. We are the
fastest growing community in Canada and this government is starving our city of police
protection from organized crime. It is a shame.
I ask this weak Liberal government to wake up. Rather than sitting on its hands, looking like
an empty bag, it should get tough on organized crime and send a strong message to criminals
around the world on behalf of the people of Surrey, B.C. and all Canadians. It should tell those
criminals that Canada is not the place to be.
November 30, 1999 [House of Commons]
Mr. John Maloney
Mr. Speaker, I am very happy to rise today to speak to this matter. Certainly the debate in
itself will send a message to organized criminal elements that their behaviour and activities
will not be tolerated for the reasons which have been elaborated and which I will continue to
elaborate.
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I will be sharing my time with the hon. member for Scarborough East.
I would like to take a bit of a different tack in my address. I would like to address some of the
key international activities of the federal government in addressing organized crime.
As members on both sides of the House will appreciate, international co-operation in
combating organized crime is very vital. Canada, like other countries, is faced with responding
to an increased movement of goods and people as our economy globalizes. At the same time,
increased use of telecommunications and finance in everyday affairs shrinks our world.
To be sure, criminals are quick to try to capitalize on the opportunity that globalization and
technological change present. Canadian ministers and officials are required regularly to attend
meetings or conferences where key discussions and negotiations occur and where decisions are
taken as to how to combat organized crime. It is a very complex issue. The objective is always
to support a co-ordinated international approach to deal with this problem while recognizing
that the sovereign interest of states must be respected.
An important recent meeting was the 1994 UN ministerial conference on organized
transnational crime held in Naples. At that session a political declaration and global plan of
action on organized crime was produced. This document has served as a framework for future
multilateral activity in this area, some of which I will now describe.
At the Halifax summit of 1995, on the initiative of the Canadian government, the G-8 heads of
state created an experts group on transnational organized crime, now called the Lyon Group.
The Lyon Group has produced 40 recommendations on fostering closer co-operative legal
assistance, law enforcement and other efforts to address the problem. This was followed by a
meeting of G-8 justice and interior ministers on high tech crime in December 1997, a video
conference of the G-8 ministers of justice and interior in December 1998, and most recently a
meeting of G-8 ministers in Moscow on October 19 and 20 of this year where discussions
focused on financial crime, high tech crime and illegal immigration.
The relationship between the Canadian and the United States governments and their agencies
in combating organized crime is very important given the economic and cultural ties that we
and our neighbours share. We share the same North American space and many of the same
interests in combating transborder and transnational crime.
In February 1997, on the initiative of the Solicitor General of Canada and the Attorney
General of the United States, it was agreed that Canada and the United States would form the
Canada-United States cross-border crime forum. This agreement was reinforced by the
commitment of the Prime Minister and President Clinton in April 1997 to form a bi-national
body on criminal justice issues.
The Canadian group is comprised of officials from the Department of the Solicitor General,
which co-chairs the forum with the U.S. Justice Department, the RCMP, the Canadian
Security Intelligence Service, Correctional Service Canada, Revenue Canada, the Canada
Customs and Revenue Agency, Citizenship and Immigration, Foreign Affairs, the Department
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of Finance, as well as representatives from provincial governments, including Quebec, and our
police forces.
The U.S. group is comprised of U.S. attorneys, officials from the FBI, the DEA, the U.S.
Marshalls Service, the Immigration and Naturalization Service, U.S. Customs, the Bureau of
Alcohol, Tobacco and Firearms, the Secret Service, the Internal Revenue Service and regional
and state officials.
The first full meeting of the cross-border crime forum took place in Ottawa in October 1997.
The forum met again in Washington on May 21, 1998. The most recent meeting of the forum
was in June of this year in Prince Edward Island.
The forum provides a regular opportunity for officials from Canada and the United States to
discuss transnational crime problems and strategies to improve operational and policy cooperation and co-ordination. The work of officials through the forum's subgroups on
intelligence, enforcement, prosecutions and telemarketing fraud is ongoing.
Bi-national strategies and threat assessments have been developed and continue to be refined.
Officials are also evaluating current priorities and examining practices and legislation on both
sides of the border to support co-operation at the national level, as well as regionally and
locally in communities where border crime is a serious public safety concern.
The next meeting of the forum is to take place in May or June 2000 in the United States.
Still looking at the Americas, the Secretary of State for International Financial Institutions
participated on behalf of the solicitor general at a ministerial level conference on money
laundering held in Buenos Aires in December 1995. The conference produced an action plan
on how to deal with money laundering in the Americas in terms of strengthening law
enforcement, regulatory and legal measures. The action plan is an important marker for efforts
in this hemisphere to combat organized crime.
I would also note Canada's activities in the Inter-American Drug Abuse Control Commission,
or CICAD as it is known by its Spanish acronym, of the Organization of American States. The
focus of the commission is to address drug abuse and trafficking within the Americas, as well
as related activities such as money laundering.
The Deputy Solicitor General of Canada was elected chair of CICAD's multilateral evaluation
and monitoring working group at the May 1998 meeting of CICAD in Washington, D.C. This
working group has developed a framework to evaluate member states' anti-drug efforts, which
was completed at a meeting held August 31 to September 2 of this year.
Canada, as a member of the G-7 countries, was a founding member of the Financial Action
Task Force on Money Laundering, the FATF. This task force was created at the G-7 summit
held in Paris in 1989 to consider whatever measures were deemed necessary to eliminate
money laundering and to develop international standards in this area.
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The FATF released a report including 40 recommendations to fight money laundering, which
are now considered model measures to be taken at the national and the international levels to
put a stop to money laundering.
These recommendations were reviewed in 1996 to reflect the new patterns and the
countermeasures taken in this area, like money laundering on the Internet.
The FATF now brings together 28 member states representing the main financial centres of the
world.
Canada is also a collaborative and supportive member of the CFATF, the Caribbean Financial
Action Task Force, a sister organization of the FATF.
The group members are committed to promoting and implementing the 40 FATF
recommendations.
I mentioned the United Nations in my earlier comments. Canada is an active participant on
crime issues in the United Nations and its specialized commissions, in particular the United
Nations Commission on Narcotic Drugs and the Commission on Crime Prevention and
Criminal Justice.
A convention on transnational organized crime is being negotiated now in the UN Crime
Prevention and Criminal Justice Commission. The work on this convention will have an
impact on Canada's domestic policies and programs. Canada must be ready to meet its
obligations and governments must take account of this.
At the same time, the convention will provide general tools for law enforcement and legal
assistance among countries at the international level. It is expected that the convention will be
adopted by the Millennium United Nations General Assembly in the year 2000.
A comprehensive and co-ordinated approach to combating organized crime nationally is
essential to make Canada an effective international partner.
The main objectives of Canada's international activities are to promote Canadian values and
policies while building a strong network for practical co-operation.
In this exercise, it is important that the federal government works in partnership with the
provinces and territories, and with the communities across the country. We must ensure that
our domestic arrangements and our international arrangements are compatible and support
each other.
November 30, 1999 [House of Commons]
John McKay
Mr. Speaker, the motion reads:
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That this House instruct the Standing Committee on Justice and Human Rights to conduct a
study of organized crime, to analyze the options available to parliament to combat the
activities of criminal groups and to report to the House no later than October 31, 2000.
I say at the outset that I support the motion and look forward to the reference to the committee
on which I sit and which I consider to be a very important committee to the House.
I take this opportunity to congratulate the hon. member for Berthier—Montcalm for his
initiative in this area. It is always appropriate that parliament oversees government initiatives
and, in this particular instance, this is a valuable and worthwhile initiative.
I will speak to the irony underlying this discussion. This irony revolves around the rule of law.
Canada prides itself as a nation subject to the rule of law, much to the chagrin sometimes of
many of the members of the House, particularly when the rule of law comes in conflict with,
for instance, the supremacy of parliament or when we have interpretations from the Supreme
Court of Canada which conflict with the will of parliament. Fortunately, we all respect the rule
of law and therefore are able to work out those conflicting points.
Governments are circumscribed by the rule of law. Institutions are circumscribed by the rule
of law. Individuals are circumscribed by the rule of law. People in institutions cannot simply
do what seems most advantageous to their self-interest, regardless of whether it be in the field
of criminality or in the field of civil law.
Canadians live under the rule of law and see it as their most valuable tool to protect
themselves, their families and their assets against arbitrary actions by governments,
institutions, police and other individuals.
Organized crime on the other hand has no such limitations. Whether it is trafficking in people,
drugs, liquor or stolen cars, organized crime challenges the very basis of our Canadian society
as we know it and, therefore, it is a threat like no other threat to our civilization.
The irony is that while organized crime seeks to destroy the rule of law in order to gain its
revenues, it simultaneously wishes to invest its revenues and its proceeds from its activities in
the societies which have the highest standards of the rule of law, because there they provide
safe and secure banking systems, safe and secure property registration systems and safe and
secure judicial remedies.
The irony is resplendent that ill-gotten gains, regardless of where they come from, whether
they be from North America or from other places, frequently end up here because of the rule
of the law and because of the security of our various institutions.
I hope I am not naive, and there are some who might say otherwise, but I believe that
organized crime will be with us forever, much like original sin, of which many of our
members know a great deal. It has been around since the dawn of time and is not likely to go
away soon.
Given that it is not likely to go away soon, we have to be realistic about what can or cannot be
done in the area of organized crime. I believe we should support the efforts of the RCMP in
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their interdictions in Sri Lanka for people smuggling, or in Akwesasne for other kinds of
smuggling. The question really is whether the government is approaching this in the best
possible fashion. What are the initiatives that make the most sense?
To me, hitting at profitability is what makes a great deal of sense. What hits most at
profitability? I think that will be the question that determines the direction of the committee.
For instance, the principles enunciated by the ministers collective of justice for the country
states that taking a profit out of organized is an effective way of putting these criminals out of
business and efforts to seize their illegal proceeds should be vigorously pursued. I support that
view.
Let us take a look at some of the initiatives that this government has taken on in the last few
years. The first initiative is the $115 million given to the RCMP to upgrade its CPIC facility. I
had the good fortune of touring that facility in the last term and found it to be a useful tour. I
encourage the other members to do so as well because the information held in those files is
quite useful in fighting crime.
The next one was $18 million to the data bank initiative. Many of these people have no
compunction about any method in order to secure their profits.
An additional $78 million to the national anti-smuggling initiative will fund 100 additional
RCMP officers in major airports to help target organized criminals who use these airports as
points of entry into Canada.
An additional $15 million paid annually will put more RCMP officers in Vancouver, Toronto
and Montreal, and $13.8 million to the RCMP to use for workload increases. Thirteen
proceeds of crime units have been created within the RCMP across Canada.
While all of these are laudable initiatives, I do not want to be circumscribing the work of the
committee, assuming the motion goes forward, by simply listening to what the government
says. To my mind, if those initiatives do not meet the profitability test as to cutting out the
profitability of the activities of organized crime, then we probably have to ask ourselves
whether that is well spent money. If the foregoing interrupts the profitability anywhere along a
spectrum then, in my view, the initiative is doing a good job.
I look forward to the reference to the committee. I reflect on the last time that parliament
referred an initiative to the justice committee which was in the area of drunk driving. We on
the justice committee spent a great deal of time reviewing the evidence. As the evidence came
before us, we started to see the patterns that were there and the gaps in the legislation. We
were fortunate enough to not only be able to produce a unanimous report, but the justice
committee also produced a bill which was referred back to the House and in turn proclaimed
on July 1.
In my constituency, the work of the justice committee and the support that we received from
the justice minister and the government in that area, and from all parties, was well received by
my constituents. I look forward to this initiative also being dutifully undertaken by the

Appendix E - Page 195

Commission of Inquiry into Money Laundering in British Columbia

committee and that it will produce a report that will not only be of use to the government but
of use to the House.
Frankly, I will be interested at looking at anything that is effective. I will also be interested in
looking at initiatives which are not effective. We live in a world of limited resources. We
continue to live and will always live in a world of limited resources. We as a government will
always be criticized that we never apply enough resources. If the resources that are being
applied are not useful and are misdirected then that should also be part of the review of the
committee.
While I appreciate that there is an irony going on here, that the rule of law is being abrogated
by a certain subset of criminals, ironically, the work of the committee will, I hope, return us to
the rule of law. I hope that ultimately, as we examine this issue, we will continue to move
ourselves back to a rule of law and a society where all people can have security of person and
property.
November 30, 1999 [House of Commons]
Francine Lalonde (Bloc Québécois)
Mr. Speaker, I am pleased to rise today to speak to the Bloc Quebecois motion. It reads as
follows:
That this House instruct the Standing Committee on Justice and Human Rights to conduct a
study of organized crime, to analyse the options available to Parliament to combat the
activities of criminal groups and to report to the House no later than October 31, 2000.
I applaud my colleagues who have worked on these important issues, sometimes at their own
personal risk, particularly the hon. member for Berthier—Montcalm, who, with my colleague
from Saint-Bruno—Saint-Hubert, is leading this debate, the hon. member for SaintHyacinthe—Bagot and the hon. member for Hochelaga—Maisonneuve who, in a way, raised
the red flag after the tragic death of the young Daniel Desrochers in his riding. This young boy
died in a car bombing incident involving feuding criminal gangs.
I am very proud of the work my colleagues have done. We cannot tolerate in the Quebec
society, or the Canadian society for that matter, any kind of ingrained violence as a way of
determining markets. This is how it works in the underworld. Neither can we allow crime to
become a way of becoming rich without being punished, because all our values could be
compromised in the long run.
On a number of occasions, it was pointed out that, in Quebec, which we do not like to think of
as a violent society, between 1994 and 1998, criminal organizations were responsible for 79
murders and 89 attempted murders, 129 cases of arson and 82 bombings.
This is a serious situation. We know that it is not all that serious in Quebec, but we are still
concerned. However, this scourge also ties in very closely with what is happening
internationally. Today we are looking at the globalization of organized crime. Global crime
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involves more than connections between Canada, Quebec and the United States, for example,
with some ramifications in Mexico. It is much larger than that.
As I said before, we know that places that lend themselves to criminal activity become markets
that are fought over internationally. We only have to look at the various gangs competing with
one another with the means and the level of violence we know.
I just want to take a moment to mention that, in other countries, in Europeans countries for
example—and I have been made aware of that—one type of crime that is being dealt with is
the exploitation of half a million women from developing countries who are brought to
western Europe each year for profitable sex crimes.
We know that young women and women are kidnapped and disappear and that they end up
being exploited somewhere. When you add up all these numbers, it looks like a modern-day
white slave traffic.
Then there is the whole issue of the displacement of persons. According to the International
Organization for Migration, those who are involved in the organized trafficking of human
beings are responsible for the displacement of one million individuals at any given time,
generating $7 billion worth of business every year.
Putting an end to the trafficking of human beings was the primary goal of the European Union
summit held in Finland. The aim was not to simply prevent the displacement of people.
Displaced people who are charged $20,000—in the case of those from China for example—are
subject to a kind of slavery and control including threats against their person.
Several migrants from Europe landed illegally in western Canada. Recently, some of them
were brought here by boat in the same unacceptable fashion.
Drugs are an international scourge. Numbers vary but, according to a document we produced,
there is between $100 and $500 billion in trade every year. By comparison, drugs account for
8% of international trade, or approximately $400 billion, roughly the same as oil and gas. This
is a lot. Oil and gas represent an extremely important part of international trade. The drug trade
is said to be of an equal value.
The stakes are enormous and profits from organized crime could be as high as one trillion
dollars. I am not mistaken. I do not mean one thousand million in French, or one billion in
English, I mean one trillion, which as far as I know is “un billion” in French.
This goes to show how extremely important these illicit, violent activities are with all their
showy wealth. In Moscow I have seen the most sumptuous boutiques. There are 20 BMW
dealerships in Moscow, and it would seem that very few are authorized dealers. There is
world-wide trafficking in the resale of stolen automobiles.
Why mention this in connection with the death of the Desrochers boy? In order to indicate the
extreme importance of the work my colleagues on both sides of the House will have to do.
They will certainly need to know exactly what is going on, as far as international agreements
are concerned, because the globalization of crime is such that it cannot be considered localized
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and therefore solvable locally. This is particularly the case now that there are new approaches,
such as high tech crimes, cyber attacks and crimes committed by hackers.
Now there are brilliant hackers who are able to commit financial crimes by infiltrating
computer systems and then, with a few keystrokes, hiding all evidence of their crime, or
transferring the proceeds from it to another country.
This field is one of extraordinarily rapid change, and it is at the service of biker gangs as much
as it is for any other group. Under these circumstances, the authorities face a major challenge,
because the crime must first be located and then the data has to be obtained to prove it. There
is considerable urgency here.
Some countries, we have heard, want to make encryption keys mandatory. Encryption uses
extremely lengthy formulas that supposedly make it impossible to get into messages and
therefore protect honest people from those who want to invade their privacy. They may,
however, also afford protection to dishonest people by preventing the justice system from
being able to find out what they have been doing. This is what happened in Japan, when a sect
carried out its plans to poison subway travellers and Japan found itself with evidence that had
to be decrypted. This was a very long and difficult task and it had to be done before the
criminals could be tried, and they were not able to decipher it completely.
In closing, I wish to say that, as a society, we cannot allow these crimes to go unpunished,
because the entire social balance is jeopardized. What is more, young people who are
struggling to make it in the world may be attracted by this way to get rich quick.
November 30, 1999 [House of Commons]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)
Mr. Speaker, I listened carefully to the speech made by my colleague and I can see once again
that the hon. member for Mercier has a very good grasp of the issue of organized crime and of
its scope, in Quebec and in Canada.
Her calm and rational tone was a reflection of today's debate. Indeed, all the parties said they
would support the Bloc Quebecois' motion. We feel this is a very important issue which
deserves to receive all our attention, and the other parties obviously think so too.
I have a question for the my colleague, the hon. member for Mercier. I know she is very
interested in what goes on at the international level. I am sure she said something about this,
but I missed the beginning of her speech. I would appreciate it if she could comment about
what is being done at the international level, if she had not already done so in her speech.
I realize that we must first have good national legislation. Obviously, we must first clean up
our own backyard, but my question to the hon. member is about what goes on at the
international level. Does the hon. member think that, once we will have cleaned up our act,
there are things that must be done at the international level? Is some form of co-operation
desirable? Are there useful lessons that could be learned from European countries, as the hon.
member has frequent contacts with them and comes back with good ideas? I know that she
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recently travelled with the Minister of Justice precisely to talk about organized crime at the
international level.
I would like to hear the hon. member, because she has a unique experience. The Bloc
Quebecois is lucky to have her, because she increasingly brings her great expertise to us and to
all Quebecers. I would like to hear her comments on this issue.
November 30, 1999 [House of Commons]
Mrs. Francine Lalonde
Mr. Speaker, my hon. colleague is making me blush.
Indeed, I have had the opportunity to join the justice minister at the G8 Summit. Having a
government with a small majority can sometimes be useful to the opposition. I know about the
collaborative work being done, and the secretary of state has mentioned the Lyon Group.
To be able to work together, countries have to agree on some rules. They have to know that if
an offender is sent to another country, he will be treated the same way as he would be in his
own country. Therefore, it is extremely important for countries to come to an agreement, and it
is not always easy, because each and every state wants to run things.
I am glad to see that the committee is considering this issue as well as parliaments around the
world, so that they can exchange information. Of course, in order to be able to exchange
information and make a decision when the proceeds of some crime are located, we have to
decide in advance how the proceeds of crime will be divided and who will try the alleged
offender.
Will foreign countries agree with the way the trial will be run? We also have to think about the
severity of the penalties provided. This has become crucial because it is so very easy for
criminals to go from one country to another.
I want to thank my hon. colleague for his question. I think that, from now on, parliamentarians
from countries around the world will have to talk about these things. I hope the committee will
be the one to initiate these discussions. I also hope that the committee of a sovereign Quebec
will be able to carry on and to discuss this issue with the committee of a sovereign Canada and
the committees of other jurisdictions. It will be crucial to agree on some basic rules to ensure a
minimum of justice.
November 30, 1999 [House of Commons]
Mrs. Suzanne Tremblay (Rimouski—Mitis, BQ)
Mr. Speaker, I am pleased to take part in the debate on the motion, which may be made
votable, introduced by the Bloc Quebecois on one of the opposition days provided for in the
agreement between the parliamentary leaders of the various parties represented in the House.
The full motion reads as follows:
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That this House instruct the Standing Committee on Justice and Human Rights to conduct a
study of organized crime, to analyse the options available to Parliament to effectively combat
the activities of criminal groups and to report to the House no later than October 31, 2000.
In March 1998, Angus Reid conducted an omnibus survey containing questions about
organized crime. The results of the survey said it all: 91% of the population described
organized crime as a problem, and one Canadian out of two thought that it was a serious
problem; 21% of the population thought that existing efforts to combat organized crime were
adequate, and 77% wanted to see such efforts increased. Finally, the same survey showed that
residents of Quebec and British Columbia were more anxious about organized crime than
other Canadians.
For the Bloc Quebecois to have set aside as a possible theme for this day a subject as
important for our collective future as sovereignty and anti-democratic measures to control that
process being dreamt up by the Minister of Intergovernmental Affairs and the Prime Minister
is a sign that the situation is critical with respect to organized crime.
Since our arrival in the House in 1993, a number of incidents have had a sobering impact on
our existence as ordinary citizens wishing to live in peace and harmony. Let us recall briefly
some of the more tragic among them.
In 1995, during a war between biker gangs for the control of a territory, Daniel Desrochers, an
11-year old boy, was killed by the explosion of a bomb in the Hochelaga—Maisonneuve, in
the east end of Montreal.
A few months later, a bomb went off in Saint-Nicolas, just south of Quebec City, and windows
were shattered, including those in a baby's bedroom.
In 1997, Diane Lavigne and Pierre Rondeau, two prison guards, were killed in cold blood,
presumably by bikers.
In a report by the Canadian Press published in Le Soleil of March 20, 1998, the then Quebec
minister of public security, Pierre Bélanger, declared that the security and custody measures
taken for the suspect had cost $1 million. Moreover, the chief crown prosecutor in Montreal,
André Vincent, said Hell's Angels hitmen killed the two prison guards at random, just to
destabilize the justice system. He added that these criminals intended to attack crown
prosecutors and judges too.
I will add that André Tousignant, one of the Hell's Angels hitmen, was murdered and his body
found on February 27, 1998, in the woods near Bromont.
These terrible incidents add to the problems faced by, among others, the Sûreté du Quebec in
the fight against the so-called forced plantings of marijuana in farmlands across Quebec. In
this regard, the Canadian Police Association stated in a press release on October 8 that the
awful reality was that organized crime had reached epidemic proportions and that the police
were frustrated by the lack of tools and resources to fight it.
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The statistics are very revealing in measuring the scope of the problem of organized crime,
regardless of its source. For example, the RCMP advises that, between 1994 and 1998, in
general terms, there were 79 murders and 89 attempted murders in connection with biker gang
wars in Quebec. These wars are also behind 129 cases of arson and 82 bombings.
If we look at an impact study on organized crime commissioned by the Office of the Solicitor
General and released in 1998, we learn that the illicit sale of drugs in Canada provides
revenues of $10 billion annually to those involved. Evaluations of the scope of the world
market of illicit drugs vary between $100 billion U.S. and $500 billion U.S. Le Devoir of
January 8, 1999 reported that, in Canada, in 1998, smuggling, which concerns all criminal
organizations, involved primarily tobacco, alcohol and jewellery. It even reported that, in
jewellery alone, the Canadian black market was estimated to be worth $400 million. All
smuggling activities together are estimated to have cost the federal and provincial
governments some $1.4 billion.
Crimes of an economic nature are on the same scale. To list them quickly, these include
fraudulent telemarketing, aimed particularly at the elderly, stock market fraud and the
fraudulent use of credit cards. According to the same source, it would appear that economic
crimes cost the people of Quebec and of Canada a minimum of $5 billion annually.
This being the case, what has the Parliament of Canada done on the legislative, financial and
international levels?
Let us look at the legislative aspect first of all. The government has passed four bills we feel it
would be worthwhile to review briefly.
First there is the Witness Protection Act. Police forces are now in a position to provide better
protection to those co-operating with them in obtaining evidence against criminal
organizations.
Second, the Criminal Law Improvement Actenables the police to carry out storefront
operations more easily. This enabled the RCMP to successfully carry out Operation Compote,
resulting in charges against 50 people, one of them a Montreal lawyer.
The third is the anti-gang legislation passed in April 1997, the main thrust of which is
inclusion in criminal law of the definition of gang.
This bill makes it a crime to take part in the activities of a gang and provides heavier penalties
for those who commit crimes for a gang. It also authorizes the seizure of goods used for gangs'
criminal activities.
It should noted that this legislation does not target the leaders of criminal gangs, since it is
assumed that the individuals targeted are the ones who commit the crime. However, it is a
well-known fact that in this type of criminal organization, the dirty jobs are often done by
subordinates and that the leaders must be caught for these organizations to be broken up.
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The fourth legislative measure is the Controlled Drugs and Substances Act, which gives police
the power to conduct reverse sting operations with undercover officers.
In spite of all these legislative provisions, police forces seem unable to put an end to the
activities of criminal gangs. As for the financial resources earmarked by the governments of
Canada and Quebec to fight organized crime, they seem clearly inadequate. However, it must
be realized that it is difficult to get a precise breakdown of all the moneys spent on the issue
that we are discussing today.
Finally, at the international level, during a conference held in Montreal in 1998, the deputy
commissioner of the RCMP for investigations, René Charbonneau, proposed the establishment
of an international criminal tribunal to deal with drug dealers.
In light of this brief overview of organized crime in Canada, we can see that the measures and
the legislation in place and the amount of money spent at this time cannot eradicate this
problem. That is why the Bloc Quebecois believes it is important to examine the tools
available to us to determine if they could be improved or if they could be complemented by
new legislative, administrative and financial measures.
There seems to be a consensus on the urgency of passing new tougher and more explicit
legislation to counter activities by criminal organizations.
Organized crime is certainly a national problem that threatens public safety. It is important that
the efforts made by parliament to pass legislation that is suited to the reality faced by police
match the efforts made by police in the field to uncover criminal organizations.
The federal government must show the political will to take action and must find ways to
improve intelligence gathering by the police, to impose harsher sentences on members of
criminal organizations and to give more teeth to its money laundering legislation.
November 30, 1999 [House of Commons]
Mrs. Suzanne Tremblay (Rimouski—Mitis, BQ)
Mr. Speaker, I am pleased to take part in the debate on the motion, which may be made
votable, introduced by the Bloc Quebecois on one of the opposition days provided for in the
agreement between the parliamentary leaders of the various parties represented in the House.
The full motion reads as follows:
That this House instruct the Standing Committee on Justice and Human Rights to conduct a
study of organized crime, to analyse the options available to Parliament to effectively combat
the activities of criminal groups and to report to the House no later than October 31, 2000.
In March 1998, Angus Reid conducted an omnibus survey containing questions about
organized crime. The results of the survey said it all: 91% of the population described
organized crime as a problem, and one Canadian out of two thought that it was a serious
problem; 21% of the population thought that existing efforts to combat organized crime were
adequate, and 77% wanted to see such efforts increased. Finally, the same survey showed that
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residents of Quebec and British Columbia were more anxious about organized crime than
other Canadians.
For the Bloc Quebecois to have set aside as a possible theme for this day a subject as
important for our collective future as sovereignty and anti-democratic measures to control that
process being dreamt up by the Minister of Intergovernmental Affairs and the Prime Minister
is a sign that the situation is critical with respect to organized crime.
Since our arrival in the House in 1993, a number of incidents have had a sobering impact on
our existence as ordinary citizens wishing to live in peace and harmony. Let us recall briefly
some of the more tragic among them.
In 1995, during a war between biker gangs for the control of a territory, Daniel Desrochers, an
11-year old boy, was killed by the explosion of a bomb in the Hochelaga—Maisonneuve, in
the east end of Montreal.
A few months later, a bomb went off in Saint-Nicolas, just south of Quebec City, and windows
were shattered, including those in a baby's bedroom.
In 1997, Diane Lavigne and Pierre Rondeau, two prison guards, were killed in cold blood,
presumably by bikers.
In a report by the Canadian Press published in Le Soleil of March 20, 1998, the then Quebec
minister of public security, Pierre Bélanger, declared that the security and custody measures
taken for the suspect had cost $1 million. Moreover, the chief crown prosecutor in Montreal,
André Vincent, said Hell's Angels hitmen killed the two prison guards at random, just to
destabilize the justice system. He added that these criminals intended to attack crown
prosecutors and judges too.
I will add that André Tousignant, one of the Hell's Angels hitmen, was murdered and his body
found on February 27, 1998, in the woods near Bromont.
These terrible incidents add to the problems faced by, among others, the Sûreté du Quebec in
the fight against the so-called forced plantings of marijuana in farmlands across Quebec. In
this regard, the Canadian Police Association stated in a press release on October 8 that the
awful reality was that organized crime had reached epidemic proportions and that the police
were frustrated by the lack of tools and resources to fight it.
The statistics are very revealing in measuring the scope of the problem of organized crime,
regardless of its source. For example, the RCMP advises that, between 1994 and 1998, in
general terms, there were 79 murders and 89 attempted murders in connection with biker gang
wars in Quebec. These wars are also behind 129 cases of arson and 82 bombings.
If we look at an impact study on organized crime commissioned by the Office of the Solicitor
General and released in 1998, we learn that the illicit sale of drugs in Canada provides
revenues of $10 billion annually to those involved. Evaluations of the scope of the world
market of illicit drugs vary between $100 billion U.S. and $500 billion U.S. Le Devoir of
January 8, 1999 reported that, in Canada, in 1998, smuggling, which concerns all criminal
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organizations, involved primarily tobacco, alcohol and jewellery. It even reported that, in
jewellery alone, the Canadian black market was estimated to be worth $400 million. All
smuggling activities together are estimated to have cost the federal and provincial
governments some $1.4 billion.
Crimes of an economic nature are on the same scale. To list them quickly, these include
fraudulent telemarketing, aimed particularly at the elderly, stock market fraud and the
fraudulent use of credit cards. According to the same source, it would appear that economic
crimes cost the people of Quebec and of Canada a minimum of $5 billion annually.
This being the case, what has the Parliament of Canada done on the legislative, financial and
international levels?
Let us look at the legislative aspect first of all. The government has passed four bills we feel it
would be worthwhile to review briefly.
First there is the Witness Protection Act. Police forces are now in a position to provide better
protection to those co-operating with them in obtaining evidence against criminal
organizations.
Second, the Criminal Law Improvement Actenables the police to carry out storefront
operations more easily. This enabled the RCMP to successfully carry out Operation Compote,
resulting in charges against 50 people, one of them a Montreal lawyer.
The third is the anti-gang legislation passed in April 1997, the main thrust of which is
inclusion in criminal law of the definition of gang.
This bill makes it a crime to take part in the activities of a gang and provides heavier penalties
for those who commit crimes for a gang. It also authorizes the seizure of goods used for gangs'
criminal activities.
It should noted that this legislation does not target the leaders of criminal gangs, since it is
assumed that the individuals targeted are the ones who commit the crime. However, it is a
well-known fact that in this type of criminal organization, the dirty jobs are often done by
subordinates and that the leaders must be caught for these organizations to be broken up.
The fourth legislative measure is the Controlled Drugs and Substances Act, which gives police
the power to conduct reverse sting operations with undercover officers.
In spite of all these legislative provisions, police forces seem unable to put an end to the
activities of criminal gangs. As for the financial resources earmarked by the governments of
Canada and Quebec to fight organized crime, they seem clearly inadequate. However, it must
be realized that it is difficult to get a precise breakdown of all the moneys spent on the issue
that we are discussing today.
Finally, at the international level, during a conference held in Montreal in 1998, the deputy
commissioner of the RCMP for investigations, René Charbonneau, proposed the establishment
of an international criminal tribunal to deal with drug dealers.

Appendix E - Page 204

Commission of Inquiry into Money Laundering in British Columbia

In light of this brief overview of organized crime in Canada, we can see that the measures and
the legislation in place and the amount of money spent at this time cannot eradicate this
problem. That is why the Bloc Quebecois believes it is important to examine the tools
available to us to determine if they could be improved or if they could be complemented by
new legislative, administrative and financial measures.
There seems to be a consensus on the urgency of passing new tougher and more explicit
legislation to counter activities by criminal organizations.
Organized crime is certainly a national problem that threatens public safety. It is important that
the efforts made by parliament to pass legislation that is suited to the reality faced by police
match the efforts made by police in the field to uncover criminal organizations.
The federal government must show the political will to take action and must find ways to
improve intelligence gathering by the police, to impose harsher sentences on members of
criminal organizations and to give more teeth to its money laundering legislation.
November 30, 1999 [House of Commons]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)
Mr. Speaker, my comment will be along the lines of those I have made in the course of the
day. It must be understood that the motion tabled by the Bloc Quebecois today, which will get
hopefully a unanimous vote in the House of Commons this evening, is the product of
considerable work.
The Bloc Quebecois has long been discussing and working on it. I take this opportunity to
thank the members for Saint-Bruno—Saint-Hubert, Saint-Hyacinthe—Bagot, Hochelaga—
Maisonneuve, Lévis-et-Chutes-de-la-Chaudière, Québec and Drummond, and, for their
support, the members for Roberval and Rimouski—Mitis, who, in the past few hours, have
been negotiating with the other opposition parties to come up with a motion that would receive
the unanimous approval of the House. Once and for all, we will study this issue seriously and
with all assumptions on the table.
It is common knowledge that drug dollars are a huge problem. The Bloc Quebecois has
already tabled a bill on money laundering. Could we not in our study also look at the issue of
money laundering and take the avenue proposed by the Bloc concerning, among other things,
$1,000 bills and the deposit of large sums of money? Could the member respond to this
question?
November 30, 1999 [House of Commons]
Mrs. Suzanne Tremblay
Mr. Speaker, I will respond quickly.
Indeed, I think we must study this issue. Our colleague from Charlesbourg has already
introduced a bill to remove $1,000 bills from circulation. We are probably the only major
industrialized country to have such a large bill. It is easier to carry ten $1000 bills in one's
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pockets than five hundred $5 bills or two hundred $10 bills, and so on. It makes for not such a
thick wad with ten $1,000 bills, and it is easier to launder them, in the casino, for example,
some evening.
November 30, 1999 [House of Commons]
Ms. Sophia Leung (Vancouver Kingsway, Lib.)
Mr. Speaker, I rise today to express my support for the motion currently before the House. I
will share my time with the hon. member for Wentworth—Burlington.
Organized crime is a serious national and international problem that threatens public safety. It
is now a multibillion dollar enterprise in Canada. It has a negative impact upon all Canadians.
Many of the problems Canadians see every day are linked to organized crime. Whether it be a
drug related burglary, a carton of smuggled cigarettes, a telemarketing scam or juvenile
prostitution, it is usually part of the larger problem of organized crime. That is why fighting
organized crime is a major task for the government and a key priority of the RCMP.
The federal government has done much so far to hit hard at those criminals. The government is
proud of what it has accomplished, but we all know there is more work to do. The government
has undertaken a number of initiatives in its fight against organized crime. This government
also recognizes that in the global war on organized crime, no one country or government can
win by acting alone. Take the example of human smuggling and trafficking.
The government shares the concerns and frustrations of many Canadians in relation to the
challenges posed by the arrival of illegal migrants. Canadians are proud of and deeply
committed to our humanitarian traditions, but it is equally true that we have no tolerance for
those who would abuse this generosity. Today criminally organized smuggling and trafficking
operations are conducting an extensive international trade in lives and in the forced labour of
human beings.
The United Nations estimates that international smuggling and trafficking operations have
grown to a $10 billion a year industry. Organized criminals are demanding as much as $50,000
from their naive or misguided victims, exploiting their simple desire for a better life. We know
that this debt is typically repaid over a short and brutal lifetime of illicit activity, sexual
exploitation and forced labour.
This is a truly despicable set of circumstances but we must be clear about its source and direct
our rightful anger and outrage toward the criminals who seek profit in human suffering rather
than toward those victims who in search for a better life allow themselves to be put into such
slavery.
Let us be clear about what has been happening with respect to our recent boatloads of arrivals
from China. The boats were identified, intercepted, boarded and apprehended. Nine crew
members have been charged. Their passengers have been detained. Organized crime has been
denied access to the source of its profit. The economic incentive has been cut off. Those who
have claimed refugee status are being given a fair hearing on an accelerated basis and in
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accordance with our charter, our international obligations and our proud humanitarian
traditions.
Canadian government officials from the coast guard and national defence, the RCMP and
Citizenship and Immigration Canada have all responded admirably under extremely stressful
conditions, but the integrity of the system is something we take very seriously. Simply put, if
we allow the rules to be abused and the rules are not respected, they cease to have meaning.
People smuggling and human trafficking are serious international problems. That is why we
have initiated a serious international response. Canada has assumed a leading role in the
development of United Nations protocols on transnational organized crime and migrant
smuggling.
We have been working closely with our partners in the United States to improve our crime
databases and on joint efforts to track and apprehend international criminals and terrorists. We
are working along similar lines with law enforcement agencies in Australia, New Zealand and
the European Union. It is worth noting that other countries are confronting similar problems,
often on a significantly greater scale. This month alone Australia has seen the arrival of 10
migrant vessels carrying almost 900 people.
We are working with the People's Republic of China. Senior immigration officers along with
members of the RCMP have recently returned from Beijing and the Fujian province where
they met with representatives of the Chinese government, its enforcement officers and local
police.
Last September I and two colleagues from the House went to China. We had discussions and
negotiations with Chinese officials to work jointly to solve the human smuggling problem.
This visit has helped us to advance our working relationship on human trafficking, people
smuggling and the repatriation of Chinese nationals. The Chinese government has reported the
recent seizure of six migrant vessels, including up to four which are thought to have been
destined for Canada.
Smuggling has been around for a while. It is a fee for service operation where smugglers are
paid for simple passage across international borders. They provide this service through various
means which include such things as false travel documents and undetected border crossings.
Their customers are sometimes economic migrants, but sometimes they are legitimate refugees
who resort to smugglers as the only way to escape the source of their persecution.
Human trafficking is more akin to human slavery. The goal of traffickers is to profit from
indentured human slaves. Once their debts have been imposed, the victims of human
trafficking are bound to a long term repayment plan involving forced labour, prostitution and
other illicit activities. These victims often have reason to fear for their lives and the lives of
their family members back home.
For human traffickers, the goal is not legal status. In the first instance it is to evade detection at
our ports of entry in order to enter unnoticed and force their passengers underground and into
slavery as soon as possible. We are opposed to both smuggling and trafficking. But above all,
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Canada will not tolerate the abuse of our system by organized criminals engaged in such
deplorable human exploitation.
The Minister of Citizenship and Immigration has travelled across the country speaking with
her provincial counterparts, representatives of various non-governmental organizations and
other concerned citizens. She has listened to a wide range of views on the matter in order to
come up with a solution to this problem.
There is no easy solution to this problem. That is why I am pleased to support the motion that
is before the House. I urge all members to do so.
November 30, 1999 [House of Commons]
Mr. John Bryden (Wentworth—Burlington, Lib.)
Mr. Speaker, it is really a pleasure to rise in this debate because just yesterday I was saying
that I felt that the Bloc Quebecois, despite their agenda of sovereignty, contributes mightily to
this parliament. I think this motion today is an example of a very positive contribution of the
Bloc Quebecois.
I do not have a lot of time, but I would like to take this debate in a particular direction. I would
like to draw the Bloc's attention and this parliament's attention to the fact that organized crime
has also entered the field of charities. I think this is something that should be of concern to the
justice committee when it comes to act on the motion proposed by the Bloc Quebecois.
Mr. Speaker, organized crime enters the field of voluntary service in a number of ways. One
way is the proliferation of various telemarketing and direct mail scams. The commercial crime
squad of the RCMP has recently reported, in Montreal in fact, that there have been links to the
biker gangs. They have established links to biker gangs of organizations that are engaged in
soliciting funds by telemarketing.
These are the people, Mr. Speaker, who phone and chiefly prey on the senior citizens in our
society, both in French and in English, I have to say. It very much is a Canadian thing because
this type of activity occurs and all we Canadians, our elderly parents, actually are very
vulnerable to it.
So this kind of thing is going on, Mr. Speaker. The other thing that is occurring that again I
believe is the effect of organized crime, and this is the case of international organized crime
where organizations take advantage of the ethnic makeup of Canada and perpetrate scams that
basically involve making contact with individuals from whatever ethnic group and saying that
a long lost relative has died in Africa, or Europe, or the former Yugoslavia, or the far east, and
that they have been left an inheritance.
A lot of people have lost a lot of money through these scams which, again according to
sources in the RCMP commercial crime squads, often are linked to international organized
crime. Canada's ethnic community is very vulnerable to this kind of thing.
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But, Mr. Speaker, probably the most significant penetration of organized crime into the charity
field has to do with the fact that as the law stands now with respect to non-profit organizations,
and especially charities, because there is so little scrutiny on the way charities operate, and so
little scrutiny on the financial affairs of charities, I suggest to you, Mr. Speaker, that charities
have become a major conduit for the laundering of money.
Now, Mr. Speaker, I am not going to give you chapter and verse on which charities are
engaged in this or which organizations are actually involved in it because, frankly, I do not
know. I am not a policeman. I am not somebody who is involved in ferreting out criminal
activity. I can tell you though, Mr. Speaker, based on my research, and you know, Mr.
Speaker, I am very active in examining the charity sector, I can tell you that there is a lot of
evidence, and recorded evidence, that charities have been used as fronts to finance overseas
ethnic conflicts and terrorism.
That stands to reason, Mr. Speaker, because a charity can collect money. Under the current
rules a charity can collect in loose change, shall we say, at bingos and lotteries and all that
kind of thing, more than a million dollars and there is absolutely no way that that money can
be audited as it stands now. On the other side with charitable organizations that have overseas
branches, again there is no mechanism, Mr. Speaker, to be sure that when that money of that
charity is transferred out of this country to its parent organization in another country, that that
parent organization is not using it to finance ethnic conflict or some very non-charitable
activity.
Well, Mr. Speaker, what is good for international terrorism, I suggest to you, is good for
international organized crime and I will say that the government has shown some interest in
this area and we can hope that perhaps we will move with some kind of legislation, or some
better regulations at the very least, to control charities which I point out to you, Mr. Speaker, is
a $90 billion industry that has run for years and years without any kind of meaningful
oversight.
And so, Mr. Speaker, I conclude my remarks. I am glad to put that on the record so that that
can be part of what the justice committee considers when it follows through on the motion by
the Bloc Quebecois, but I will end my remarks by saying that I think it is an excellent motion.
I think it is the credit to my colleagues opposite and sometimes, Mr. Speaker, quite frankly,
you know they do so well, that sometimes I wish that they were the official opposition but
then, what can I say, Mr. Speaker. They would have to change their politics for me to really
believe that. Thank you so much, Mr. Speaker, and I thank them as well.

Immigration and Refugee Protection Act (Bill C-11)
Citation

2001, c. 27, s. 246
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Royal Assent

November 01, 2001

Hansard

February 27, 2001 [House of Commons]
Mr. Keith Martin (Esquimalt—Juan de Fuca, Canadian Alliance)

… Human smuggling is an international problem. It is linked with international crime gangs.
These people are criminals and we are very happy that the minister put extra penalties in the
bill. There are $1 million in penalties to individuals who are profiting from the human misery
that goes with human smuggling. The people who are engaged in this activity are organized
criminals. They are profiting from human misery. We need to work with our partners on this
matter…

April 3, 2001[Standing Committee on Citizenship and Immigration] [Entire Exchange]

Ms. Joan Atkinson: We'd be happy to provide you with examples of the research we've done
in terms of some of the rationale for putting the particular weight on some of the factors that
we have. We'd be happy to describe in a further meeting how we think the adaptability
feature will work, and so on.
Currently the difficulty we have with the entrepreneur program versus the investor program
is that the entrepreneur program is not terribly clear in that an entrepreneur is required to
demonstrate that they have the ability to establish a business, but they don't necessarily
have to have any business experience, whereas an investor must definitely have past
business experience.

All the indications are that past business experience is a pretty good indicator of future
business success. So in order to establish more objective and common standards for the
selection of business immigrants, we will have a common definition that will include business
experience. An investor will be an immigrant who has business experience, and so will an
entrepreneur.
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An investor, on the other hand, will have to have a net worth of at least $800,000, and an
entrepreneur, a net worth of at least $300,000. So again, we're adding some more objectivity
and consistency into the way we select entrepreneurs, by establishing a minimum threshold for
net worth for this category of immigrant.
Finally, of course, the investor will have to establish to the satisfaction of an officer that they
have indeed made an approved investment in Canada. We will continue with the current
investor program—that is, the single federal fund outside of Quebec. The Quebec program
will continue; that is guaranteed in the legislation. In the federal fund outside of Quebec, the
money will be collected and then allocated to all the participating provinces according to a
formula. So that provision of the investor program will remain.
Finally, I've pointed out at the bottom of the page that we will be providing new tools to
identify and refuse applications by members of organized crime and persons intent on
laundering assets through the investor program. We have to be vigilant, given that we are
talking about fairly significant amounts of money in the investor program. We have
obligations under the new proceeds of crime legislation and the regulations on tracking
proceeds of crime and money laundering, and we will ensure that we have the tools available
to do that in the immigration context.
The Chair: These are what clauses in the bill?
Ms. Joan Atkinson: They're clauses 12 and 14—clause 12 in terms of the selection of
economic immigrants, and clause 14 for the regulation-making authority under that.
The Chair: Okay. Inky, and then John.
Mr. Inky Mark: In speaking with your officers in Hong Kong just a couple of weeks ago, one
of the concerns was verification of accounts.
One thing we don't want to promote is laundering of money in this country, but the other thing
that I believe North Americans must understand is there is a cultural difference between
people from Asian countries and this country. They don't trust government, and you can
understand why they don't. So I think there has to be more flexibility on the personal account
side. If we want to know every nickel they own, it's highly unlikely they're going to tell us
that.
Ms. Joan Atkinson: Assessing the net worth of investors or entrepreneur applicants is
certainly one of the more challenging tasks that visa officers have. Visa officers are not
forensic accountants, and they don't necessarily have that type of very detailed knowledge in
terms of assessing business documentation.
As a result, in order to ensure that business immigrants have a fair assessment, we are
increasingly turning to outside accounting firms. We are increasingly asking the client to get
an assessment of their business performance or their net worth done by one of the big five
accounting firms, because we simply don't have that expertise or knowledge amongst our visa
officer cadre. We think in fact it's fairer to the applicant, rather than us trying to second guess
what their documentation says, to ensure it has been vetted by a competent assessor who has
the knowledge and expertise to do that and then bring that to us.
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The Chair: John, have you any questions on this?
Mr. John McCallum: I could.
The Chair: I thought I saw your hand go up.
Mr. John McCallum: Well, I'll take advantage of the floor.
I just have one question about the investor program. I don't have a terribly good understanding
of it. I gather money comes in and is distributed by the federal government for use in the
different provinces across the country, assuming the province has some kind of an agreement.
I have a couple of questions. How much money is involved? Do all provinces have such an
agreement and therefore the money is distributed to every province according to a formula?
Are there one or more provinces that don't have an agreement?
Ms. Joan Atkinson: Not every province has an agreement with us in terms of the
disbursement of the investor funds. The participating provinces are Ontario, Prince Edward
Island, and—
Mr. Mark Davidson: British Columbia.
Ms. Joan Atkinson: —British Columbia. They're the only provinces currently getting funds
under the investor program because they're the only ones who have signed the agreement.
The agreement is simply that the province set up the appropriate mechanism or the appropriate
vehicle to receive the funds. It is given to the province in the context of a loan for five years.
They have to return the principal to the investment fund at the end of five years and that
principal gets returned to the investor.
Mr. John McCallum: Approximately how much money per year are we talking about?
Ms. Joan Atkinson: I don't have those figures with me.
I should mention we're talking about two programs, because there is also the Quebec program.
Quebec runs its own investor program and has a different method of receiving and spending
the funds. Then we have the program for the rest of Canada.
I can provide those figures. I don't have them here with me today, but I can certainly provide
those figures.
The Chair: I thought Ontario hadn't signed on. We don't have an agreement with them and
therefore we have not disbursed any of those moneys at all.
Ms. Joan Atkinson: We don't have an immigration agreement with the Province of Ontario.
The Chair: Right.
Ms. Joan Atkinson: We do with every other province.
The Chair: That is incredible.
Ms. Joan Atkinson: This is very specific to the investor program.
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The Chair: Okay.
I need to ask again about competition for the best and brightest in the world, meaning
entrepreneurs and potential investors who in fact create jobs. How did we come up with this
$800,000 net worth, or the $300,000 net worth as an investor? On the basis of what criteria
was the threshold established?
In my opinion, that's a barrier or a fence much too high. At the end of the day, is somebody
prepared to bring half a million dollars? Let's face it, this is not a quick way into this country.
If you do have business experience and if you do have investment, that should be one of the
criteria that allows you to at least be considered. You have to meet all those other tests in order
to be admitted into this country. Again, how did we justify it and how did it compare to other
countries that in fact are also looking for the best and brightest?
Ms. Joan Atkinson: The net worth in terms of the investor and the entrepreneur program was
done very much in consultation with the provinces and territories that have a very direct
interest in this program. They very clearly see the benefits of investors and entrepreneurs in
terms of capital investment and job creation in their respective jurisdictions. The $800,000 was
arrived at through discussion and negotiation with all the provinces involved.
It is also very competitive with similar programs. Other countries have investor-like programs,
including Australia, the United States, and the United Kingdon. The $800,000 is very
competitive with those programs in terms of the net-worth requirement.
The Chair: There's a new wrinkle here, even though the investor-immigrant program has
gone back and forth over the number of years I've been here. It used to be a direct investment
and the investment was defined, not passive or something. Then we went to where the
government takes in all the money and guarantees it to the investor so no one gets shafted. We
understand there were some real scams out there. Now we're indicating you could have a
hybrid of both, but a bona fide investment in Canada could also qualify. It's going to be a
hybrid of the two systems.
Ms. Joan Atkinson: It's not really. The investment will continue to have to be made in only
the approved fund.
The entrepreneur, on the other hand, is a different kettle of fish, if I could use that
terminology. By putting the net worth in the entrepreneur program, we're trying to promote
some consistency in the way we select entrepreneurs. Currently there's no minimum net worth
requirement for entrepreneurs, so these officers have very little in the way of guidance to
determine what's appropriate.
If an entrepreneur wants to come to Canada and establish a business, what amount of money
do they need? It's very inconsistent. What we're doing is providing a level of consistency so
it's clear, both to the client and to the decision-maker, what the threshold is in terms of
minimum net worth for an entrepreneur. But an entrepreneur can invest that money wherever
they want. The idea behind the entrepreneur category is that those are people who are going to
get directly involved in business and run businesses themselves.
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The Chair: I agree with you, but you've defined investor. It says “indicates to the minister in
writing and establishes to the satisfaction of a visa officer that they have made an investment
in Canada”. I think you were talking about the investor and not the entrepreneur. For the
entrepreneur, as you said, we're setting some sort of guideline or standard, but...
Jean and John.
Ms. Jean Augustine: I'm not too sure that my question is exactly on the investor, but the
terminology here troubles me a little bit.
We define an entrepreneur to mean an “immigrant who”, and we then talk about “business
immigrants”, and yet there are other places where we talk about “foreign nationals”. I want to
be clear what the terminology is and how we are using it in the bill. Could we have some
reasoning around that term “foreign national”? Because I have some trouble with that. As I go
from the bill to regulations, you seem to be using the term “foreign nationals” and at the same
time “immigrants”.
The Chair: That was a nifty way of getting into a very big discussion and a question that we
all have with regard to so-called “foreign nationals”. That's a definition, Joan, that we want to
probe and discuss at length. We're not going to do it right now, but thank you, Jean, for putting
it in there, so that we don't lose sight of it. I want to get into the consistency of using the same
thing, and foreign nationals is one question. We'll leave that for another day, if we could. A
very good question.
John.
Mr. John Herron: On the fourth bullet on page 12, you mention that the objective is to
identify and refuse applications by members of organized crime and persons intent on
laundering assets. Now, currently, if an investor or an entrepreneur makes an application, are
they required to state the name of their spouse?
Ms. Joan Atkinson: Any applicant for permanent residence in Canada has to list all the
accompanying members of their family, including their spouse and dependent children.
Mr. John Herron: If they are no longer married, or are separated or divorced, or in the
process of, would they be required to put the name of their spouse? Correct me.
Ms. Joan Atkinson: If they are divorced or legally separated, then they would not be required
because there is no requirement under the Immigration Act or regulations to examine those
people.
Mr. John Herron: Wouldn't that be something that might be, perhaps... We talk about
relationships of convenience. Maybe we could have separations and divorces of convenience
in that regard. Wouldn't that be a logical situation where we would want to have that
information?
Ms. Joan Atkinson: Well, anything is possible in the immigration business, as we know, but
if you are legally separated or divorced, then that person is no longer of any concern to the
immigration department because that is no longer a legal relationship. It is no longer a
standing relationship. Therefore, we believe we have no right—or no need is perhaps the best
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way to put it—to examine that individual, because if you are legally separated or divorced,
that person's not coming to Canada with you.
The Chair: John, you too are very crafty in getting to an area that... I think you asked a
fundamental question, so I'm sure we'll get into it as we probe this particular aspect even
further, but not right now. I want to move on to self-employed persons.
Mr. John Herron: I've taken very little time.
The Chair: Thank you, John. I know. But that's because usually when you do, you make an
absolutely fantastic intervention. I'll give you a short supplemental.
Mr. John Herron: Do we check now through Interpol, or any of the like, whether the spouse's
name or the person's name for investors or entrepreneurs might be associated with organized
crime? Is that the process now?
The Chair: You know, Joan, I think that whole issue is going to be discussed—believe it or
not—in the security, criminality, admissibility section—
Mr. John Herron: I'll take a yes or no.
The Chair: —which is Thursday. Yes, I'm sure.
Ms. Joan Atkinson: Yes.
The Chair: Okay, you see, John—
Ms. Joan Atkinson: Any adult member of the family, including spouse or partner or
dependent child, is checked.
Mr. John Herron: Through Interpol.
Ms. Joan Atkinson: Well, they're checked against our databases. They go through the
security screening system.
Mr. John Herron: Thank you.
Thank you, Mr. Chair. I appreciate it very much.
The Chair: We've got one page left, in fact. Then we're going to hold the refugee part to
Thursday.
Ms. Joan Atkinson: Okay.
The Chair: Because I'm sure that that piece is also very important. So far, we've done very
well. We've asked all the right questions and I was going to say we received all the right
answers, but I'll leave that editorial comment for after, as we debate this.
Okay, self-employed persons.
Ms. Joan Atkinson: Self-employed persons is the third category of business immigrant, if you
will. I should just say that this is not a legal text. In terms of whether we're using the words
“foreign national” or “business immigrant”, we are trying to explain our policy intent in plain
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language. It's not a legal text that would necessarily have all the legal terminology, just as an
aside on that one.
The Chair: Are you going to scare us by saying that in the end the regulations are going to be
in legalese that nobody will understand and lawyers will make money out of?
Ms. Joan Atkinson: Well, it's certainly not our intention—
The Chair: It's going to be in plain language, that's what you're—
Ms. Joan Atkinson: That's right.
The Chair: Okay.
Ms. Joan Atkinson: We're going to try to make the regulations in plain language—
The Chair: Very good, thank you.
October 1, 2001 [Standing Senate Committee on Social Affairs, Science and Technology]
[Entire Exchange]
Mr. William Lenton, Assistant Commissioner, Royal Canadian Mounted
Police: Honourable senators, thank you for the opportunity to speak to this issue this
afternoon. I would like to introduce Superintendent Ray Lang who is the officer in charge of
the immigration program within the RCMP. He will be able to answer your more technical
questions.
I would like to make it clear at the outset that the RCMP is responsible for the criminal
enforcement aspect of issues emanating from Citizenship and Immigration Canada and we
enjoy a very good working relationship with the department.
According to the United Nations, there are between 20 million and 40 million undocumented
immigrants throughout the world at present. It is also clear that North America is the
destination of choice for these people. The degree of sophistication of technology these days
makes it very difficult for us in law enforcement to establish the authenticity of the people who
are coming to Canada. This is exacerbated by the fact that many of the jurisdictions from
which these people come are either war torn or do not have the types of systems of records that
we have come to expect here in Canada.
The significant impact of this on Canadian society is not to be ignored. There is a significant
cost involved in processing the people who come to Canada, in integrating them, in removing
those who are not permitted to stay, and in conducting investigations and prosecuting where
necessary.
We have recently seen a significant increase in involvement of the criminal element in
smuggling and trafficking in humans. We are increasingly concerned about the possibility of
injury to or death of the migrants themselves, who some may characterize as being victimized
by the process. We are also concerned about the level of physical and sexual assaults, the
imposition of long-term labour, extortion and the sorts of thing that are practised by the groups
that bring in these people.
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Trafficking in women and children is a particular concern. The United Nations' office for drug
control and organized crime declared that traffickers of people make an annual profit of some
$7 billion a year from prostitution alone. This is part of a larger industry that is estimated at
approximately $30 billion with respect to immigration violations.
Our mandate within the RCMP with respect to immigration matters is threefold. Our program
works in concert with domestic and foreign agencies at all levels, as well as the community at
large, to protect and enhance the quality of life through education, prevention and
enforcement.
We have three national priorities. They are, first, combating and disrupting criminal
organizations involved in facilitating illegal entry of migrants into Canada; second,
investigating unscrupulous professional immigration facilitators who aid and abet the illegal
entry of migrants into Canada and, third, timely acquisition and sharing of information and
intelligence pertaining to the enhancement of the national program strategy that I have set out.
We believe that the proposed legislation will reinforce our ability to fight the organized crime
portion of the migration problem as it links to terrorism, which is underscored by the recent
events.
The elements of particular interest to us include the introduction of tougher penalties for
criminal organizations convicted of facilitating the entry of migrants into Canada. The bill
includes a definition of a criminal organization that is similar to that in the Criminal Code but
is somewhat broader, which can help us in the unique context of immigration files. The bill
establishes new offences with respect to the misuse of travel documentation. Of great
importance is the introduction of the application of proceeds of crime to immigration-type
offences.
We are always happy to receive new tools to fight organized crime more effectively. We look
forward to the passage of this legislation which we feel will enable us to work better with CIC
and other federal enforcement partners in the fight against immigration problems.
The key point we recognize is the degree of cooperation that is needed in combating this
global and domestic crime.
In conclusion, we support the intent of the new legislation. We anticipate that new tools will
be made available to enhance our ability to ensure the safety of Canadians and the integrity of
our immigration system.
October 2, 2001 [Standing Senate Committee on Social Affairs, Science and Technology]
[Entire Exchange]
Senator Beaudoin: You say that since September 11, we have all been concerned with
security. Of course, that is universal. However, if I am not mistaken, you say that this bill, as
drafted, does not respond to our concerns in practice. Having regard to our values, our
democratic and legal systems, does this bill respond to our concerns in the present situation?
Mr. Maynard: It does not answer everything, but it answers as much as an immigration bill
can. There will be other legislation to address other aspects of the terrorism and security
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questions. There is the money-laundering legislation and the membership of a terrorist
organization legislation. UN charters have been signed. Criminal law is to be written. We will
have other laws that are not part of the Immigration Act but which address those issues. The
Immigration Act is not the right forum for addressing those issues. The Immigration Act says
that people who are security threats, who are members of terrorist organizations, are not
admissible to Canada, and if they are in Canada, they are removable. They can be detained and
put through a process to confirm that they are terrorists and, having been confirmed, they shall
be deported.
That is what the act says now, and that is what Bill C-11 will say as well. There are some
differences between Bill C-11 and the current act that have to with back-end processes, with
the nature of the hearing process that is undertaken to determine whether a person is a terrorist.
There are some changes there, but as far as front-end changes dealing with the ability to stop
people at the port of entry, the ability to detain people, the ability to commence processes to
determine whether they should be admissible are concerned, it is pretty much the same. I
cannot see how it could be written differently to provide more protection. The bill says that we
do not want terrorists in Canada. I suppose we could add the word "really" and say that we
really do not want terrorists in Canada.
The Chairman: That idea sort of appeals to me.
I have a question about the transitional provisions. Transitional provisions in Canada on a
whole range of public policy areas have always been such that if you are in a pipeline, you
stay in the pipeline and the new provisions only apply to new entrants to the process. You say
the transitional provisions have the potential to work unfairly. Is it possible to draft regulations
vis-à-vis the transitional issues that would deal with your concerns?
October 3, 2001 [Standing Senate Committee on Social Affairs, Science and Technology]
[Entire Exchange]
Mr. Manion: I cannot believe that somebody has not done some work on this.
My concern is not so much about the size of the immigration movement but the content of the
immigration movement. My concern is that judgments about these things should be made by
the Government of Canada, not by crooks, by terrorist organizations, by unscrupulous lawyers
and unscrupulous immigration consultants. That is not to say that all of them are these things.
Those who are insulted by these remarks probably fall within those categories.
Immigration has been very important to Canada. However, at its peak, immigration has been
run by ministers who know what they are doing, with the support of cabinet. The key decisions
have been made by ministers, not by officials and not by interest groups. I will stop there.
Senator Di Nino: Do you feel that we could improve Bill C-11 to deal with the kinds of
concerns that you just expressed?
Mr. Manion: My own view is that it should be scrapped and started again from scratch.
Senator LeBreton: After that comment, perhaps my question is irrelevant. A phrase that I
have written down which has been mentioned by almost all of the witnesses in our
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deliberations on this bill is "lack of integration." There seems to be a great many silos.
However, that is just a comment.
I am interested in your views on the immigrant investment program, in view of trafficking and
laundering. Do you feel that there are enough safeguards in the immigrant investment
program, or is that area also prone to tremendous abuse?
Mr. Manion: I think that the refugee process has become so mammoth that it is soaking up
virtually all the available resources in the immigration portfolio. Governments in Canada are
now spending something in the order of $4 billion per year on immigration and refugee
matters. Most of that is spent unproductively. There is not enough money for enforcement.
There is not enough money for visa control overseas. There is not enough money for proper
coordination. There is not enough money to supervise some of these programs. They are
started and then run automatically over the telephone and by paper. That is no way to run an
immigration program. I am horrified by what I see and what I hear every day from friends who
have connections in the immigration service.
The morale in the immigration service is dreadful and deplorable. The service believes that it
is running a very badly conceived and badly led program, that nobody understands its
problems and that it is not resourced to deal with its problems.
Senator LeBreton: Are there any other comments on the Immigrant Investor Program? When
you consider the amounts of money that were obviously behind the event on September 11, do
you think there are enough safeguards surrounding the immigrant investment program? We
bring people into the country simply because they will commit to spending certain amounts of
money, setting up businesses in Canada and hiring certain numbers of people. Do you have
any knowledge of abuse of this program?
Mr. Collacott: I would like to speak briefly to that. There have been major problems with that
program. It was suggested 10 years ago in major reports that we may not even need the
program because investment is supposed to go into risk capital and there is enough risk capital
in Canada. It has been very popular for immigration consultants. There is a chapter on that
subject in the book by Charles Campbell entitled Citizenship Fire Sale. Basically, you can
immigrate to Canada without meeting normal immigrant requirements through this program.
The average person coming in has relatively little education and cannot speak English or
French. It is tremendously popular in certain circles. It has been complicated to some extent
because of special provisions for Quebec. However, long ago it was suggested that it was not
really required in terms of Canadian needs.
Mr. Bissett: It is a program that is vulnerable to a lot of abuse. We know that has happened in
the past. I am inclined to agree with Mr. Collacott that we really do not need it. If immigrants
with a lot of money want to come to Canada and to invest their money here, they are free to
come. They do not need to come through this program. The program can and has been used by
the Russian mafia, by the Chinese triads and others to buy their way into Canada.
Mr. Bauer: I would agree with what has been said. It is a shadowy area, as you know and is
hard to pin down. Even when people are prosecuted, as they are about once ever three years,
not too many facts are revealed. I agree with the others that it is an unnecessary program. The
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chaps who were involved on September 11 had lots of money available to them. This is a
wonderful way to plant sleepers in a society to await the time that you push a button, which
may be five years from now. It avoids difficulties with security or anything else.
Senator Keon: One of the witnesses yesterday suggested that, fundamentally, the structural
framework under which Bill C-11 was written was fundamentally flawed, that what was
needed was legislation that would integrate the resources that are currently with the
Department of Immigration with resources that can be used to ferret out criminal activity, et
cetera. In that way the legislation could provide the Department of Immigration with the
resources to deal intelligently with all these people who are now overwhelming the system.
You gentlemen are obviously extremely knowledgeable. One of you suggested that the bill
should be scrapped and that we start over. Another of you said that it is totally inadequate and
that we should send it back.
I would like to ask all four of you what you think should be done with the legislation. If it is
replaced, what kind of legislation should replace it?
Mr. Collacott: Is that an invitation for us to rewrite the legislation? After all, senator, we are
all retired.
Senator Keon: I would like to hear from you about the fundamental structural framework
within which perfect legislation could be written.
Mr. Bauer: Mr. Chairman, I do not think it is necessary. When we say throw the bill out and
start over again, we do not mean throw everything out. There are parts of the bill that are fine.
They reflect the previous act, which is working perfectly well. Last year this bill went around
on the flying circus from city to city and all the interest groups complained about it. If you
examine the softening that took place after that, one more tour and there will be no bill at all
and everybody will just come in without having to go through any procedure.
You cannot change everything, but you can tighten up the front end so there is a more obvious
obligation to consult with security people, et cetera, more time to do it and provide something
to keep people from operating freely in our society while the more dubious ones are being
checked.
Frankly, the most important change I would make would be to implement a professional civil
service type of commission or organization for choosing members of the Immigration and
Refugee Board as the current members retire.
In addition, I would avoid single member panels. The problem at the heart of this refugee issue
is that the problem of numbers is constantly running into the problem of efficiency. When Mr.
Showler was here the other day, he said, "We will streamline it and move more cases. We will
do that by having single member boards." That means more decisions will be positive. There
will be more positive decisions because reasons for the courts do not have to be written for
positive decisions.
Another thing that should be forbidden completely to the board is the holding of accelerated
hearings when there is not a full hearing. They do this for all sorts of groups, especially when
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the group is large. These are the ones where there are dangers. Yet these people simply come
in with their lawyer and a refugee control officer and have a little chat - it is all from a little
piece of paper. I have seen the same paper, the same story turn up in the morning and the
afternoon for two different claimants. It is routine. Lawyers recycle these things. They have
their clerks do them. These people never see a member of the board. They never have to
answer questions in a formal hearing. I would say that about 25 per cent to 30 per cent of these
are Sri Lankans, Somalis, Mexicans and Argentineans who come in by the hundreds.
This gives nobody any knowledge of anything. Questioning is important to determine the
credibility of a claimant. Questioning requires intelligence, skill and time. Those involved do
not wish to spend time on questioning. You must resolve the conflict between volume and
shortage of time. That means more resources and more members with lower salaries. They do
not have to be paid $90,000.
October 22, 2001 [Standing Senate Committee on Social Affairs, Science, and
Technology] [Entire Exchange]
Carole Brosseau, Lawyer, Research and Legislation Division, Barreau du Québec: Thank
you for this opportunity to appear before the Committee to present our views on Bill C-11. I
want to apologize for some of our experts and members of our Bar committee who would have
liked to be here today but were unable to make themselves available due to the short notice.
First of all, Bill C-11 has undergone a number of changes, but the clarifications introduced in
this Bill are both significant and meaningful. As early as 1998, the Barreau du Québec took a
favourable position with respect to rules that differentiate between immigration and refugee
issues. Therefore, we are happy with the way Bill C-11 is currently drafted.
However, in clause 5 and throughout Bill C-11, we have noted the very broad regulatory
power conferred by this legislation, and because of a built-in flexibility, it is clear that this is
quite an extensive regulatory power. Regulations create rights. The Standing Committee on
Justice proposed an amendment with respect to the laying before both Houses of Parliament of
certain regulations. That amendment is now part of the Bill you are considering. Although we
believe it is a step in the right direction, it is not enough.
For example, regulatory powers under the Proceeds of Crime Act that passed a year ago
provided for pre-publication of regulations 60 days in advance so that interested parties, such
as the Barreau du Québec or others, could make their views known on the content of the
regulations and their impact on either the legislation itself or money laundering.
Although this Bill provides for the tabling of regulations, there is no pre-publication period set
out to allow people an opportunity to make criticisms or suggest improvements - because
criticism can be constructive - to the content of the regulations. We believe there is a need to
go a little further and allow for comment and careful review of any proposed regulations to be
passed in support of this Bill.
My second point relates to the powers of immigration officers, as set out in the legislation. As
you are aware, clause 138 provides that immigration officers have the authority and powers of
a peace officer. About a year and a half ago in Quebec, given that the powers of peace officers

Appendix E - Page 221

Commission of Inquiry into Money Laundering in British Columbia

were being broadened on a regular basis, it was decided to introduce a code of ethics for police
officers. For the same reasons, the Barreau du Québec favours including a code of ethics in
regulations respecting the conduct of immigration officers. This is particularly necessary
because at the present time, when someone tries to bring a complaint against an immigration
officer for abuse of authority or similar reasons, the response given, to prevent an investigation
from going ahead, is that this is strictly an industrial relations matter. The fact is, however, that
this extends well beyond the limits of labour law. The powers of search, arrest and detention
that immigration officers can now exercise must be framed in a code of ethics that would
apply strictly to them. The resulting transparency would be beneficial both to the government,
Canadian citizens and others who may want to avail themselves of the provisions of Bill C-11.
As regards the inadmissibility provisions under clause 30, they are problematic particularly as
regards the tests set out in the Bill. It talks about reasonable grounds to believe. That test is
really quite inadequate. We can come back to that later. A parallel can be drawn with Bill C36 that was introduced after Bill C-11, but it is certainly a very poor test to apply.
With respect to misrepresentations, clause 40 in particular talks about withholding material
facts or being reluctant to answer questions. When a person enters Canadian soil, he or she is
not necessarily entitled to seek counsel at the time of arrival. Demonstrating such reluctance
could have very serious consequences. The individual runs the risk of being removed and
losing his or her status. Other than the exceptions, the consequences are quite far-reaching.
In order to counter that, it is absolutely essential that an individual entering Canada be
properly informed of his rights, that he be entitled to seek legal counsel and have access to
very specific information about child-care services, for example, or legal aid available in the
region corresponding to the individual's point of entry into Canada. It is the whole question of
confidentiality when the Federal Court or a judge has jurisdiction to determine whether certain
information will or will not be passed on to the individual. Here, again, we would draw a
parallel to C-36 in a number of respects. We believe it is important - and this is not particularly
clear when you read the provisions dealing with confidentiality of information - to ensure that
a judge has the right to review the entire file and that he is able to provide a summary of the
information as soon as possible to the individual concerned, to allow him or her to make full
answer and defence.
There is always a conflict between national security and the right to make full answer and
defence. It is really a matter of balancing out the disadvantages. That is exactly what we are
currently experiencing. It is very important - and we are indeed in favour of the judicial review
approach under the circumstances - that the judge have a proper right of review.
I would also like to make some comments with respect to the ID card proposed for permanent
residents. I have no objection to this. Ms Caplan announced several days ago that this card will
replace the landing record. I must admit the card will be much more convenient. This is a
valuable approach. However, where the card might not work so well - because we don't have
all the details at this point - is with respect to the information it will contain. We are talking
here about summary identification - in other words, the person's name, address and date of
birth.
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It is not possible, with such minimal information, to determine the person's profile.
I will now turn it over to Mr. Gervais.
Mr. Gervais: I would like to conclude by addressing a point that we believe is of the utmost
importance. The Barreau du Québec, through a variety of representations made both to the
federal government and provincial legislators, has always questioned the composition of
organizations - be they of a judicial, quasi-judicial or administrative nature - whose role it is to
make decisions about important matters. Our questions in this regard pertain mainly to the
independence and impartiality of the members of such organizations. In a decision relating to
immigration matters handed by the Supreme Court on October 18, 2001, in the Law Society of
British Columbia v. Mangat case, the Court talks about the principles of independence and
impartiality, reminding us of the importance of security of tenure, financial security and
institutional independence for members of such organizations.
Some questions do spring to mind when reviewing the provisions of clause 153 of the Bill. I
understand that this clause provides for people to hold office for a term of seven years, but
there is nothing there with respect to reappointments or the appointment process per se. The
clause simply states that members are appointed by the Governor in Council, without there
being any specific kind of skills required, no external committee formed, no consultation of
any kind and without considering standards that have always been enforced by the courts and
the Supreme Court of Canada. The clause simply says that appointees are subject to removal;
no process is in place or even described in the legislation whereby a commissioner who
became subject to a removal order would at least be in a position to argue his case.
The system being proposed here is unusual, in that there seems to be a desire to let the Board
deal with everything internally. First of all, there seems to be a desire to set aside judicial
tribunals. This can be seen in powers granted the Immigration and Refugee Board, both at the
trial and appeal levels, as compared to the limited powers available in cases of judicial
vocation.
We are also struck by the fact that there seems to be an attempt to considerably diminish the
role of legal experts within the Board. Let me explain what I mean. Clause 162 states that each
division of the Board has exclusive jurisdiction to hear and determine all questions of law and
fact, including questions of jurisdiction. Such questions will be decided by a single
commissioner. However, when you look at the specific qualifications for the position of
commissioner, you quickly see that the composition of the Board is such that few people
having any legal training are required. I realize that other types of expertise may be needed
and that questions of law are not the only ones to be decided, but important issues can arise
and it is important to know that there is a desire to have such issues examined before a court of
law.
Clause 167 also provides that a person can be represented by a barrister, solicitor or other
counsel, or that someone can be designated for that purpose. But exactly what type of person
would be designated? Once again, I come back to the Supreme Court ruling of October 18,
2001 in the Law Society of British Columbia v. Mangat case, when again, the Supreme Court
recognized that in our society, we have barristers or solicitors that act as legal counsel because
they are members of the Bar. As members of the Bar, society can expect such individuals to
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perform their work according to certain standards of discipline and be subject to mechanisms
relating to professional responsibility, liability insurance guarantees and guarantees pertaining
to the behaviour of individuals who may represent other persons. There is now recognition of
the option of having other people represent lawyers.
The fundamental point here for me, as both a lawyer and Crown attorney, is that I can provide
guarantees. I have no objection to other persons representing people who are the subject of
court proceedings. That is what the legislation already provides, and the Supreme Court makes
mention of that fact. But what guarantees will such individuals have to provide? In other
words, any person off the street - and I am not saying they are all like that - could pass himself
off as a legal practitioner without having any specific legal skills or training, without being
able to provide guarantees of any kind, without having insurance and without being subject to
professional inspection. We have seen similar situations where we were required to intervene
because people were engaged in the illegal practice of law before certain administrative
tribunals. Once again, we are opening up administrative tribunals to charlatans while, at the
same time, taking away the possibility of going before a court of law.
I find it surprising that clause 174 states that the Immigration Appeal Division is a court of
record. About a month ago, the Quebec Court of Appeal was asked to rule on the
constitutionality of an administrative tribunal in Quebec. It determined that the administrative
tribunal was indeed an administrative tribunal, rather than a judicial tribunal, because it did not
have the powers of a court of record. The first thing I read in clause 174, however, is that we
are now creating an administrative body having powers that bear a striking resemblance to
those currently exercised by judicial tribunals, or what are called courts of record. The Appeal
Division is thus being made into a semi- or quasi-judicial court of record at the same time as
decision-makers with a background in law are being cast aside and the opportunity of bringing
an issue before the Federal Court is being removed. Clause 71 provides the right to proceed
with an application for judicial review but according to paragraph 2(d) of clause 72, that
application can be disposed of without personal appearance or representation based on nothing
more than a review of the file.
I believe the wording of these provisions must be re-examined, and insofar as there is a desire
to move quickly on this, I believe it would be possible to do so. There are rules in place, but
there is also a need to protect the rights and privileges of people who come before
commissioners or officers.
Clause 167 refers to the fact that someone can be represented before the commission, but to
my knowledge, other provisions in the legislation are such that representations can be made to
officers or to the minister. There is no provision stating that such individuals can be
represented by a barrister or other counsel. I see that as a weakness, if we want the legislation
to be truly administrative in nature.
Also, we know that through regulation, we will be tempted to consider and accept people that
come to Canada to enter professional practice. One has only to read the Supreme Court's ruling
in Law Society of British Columbia v. Mangat to see that appointments and criteria with
respect to professional practice are a provincial responsibility under sub-section 92(8) of the
Constitution.
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We realize that this is not within the purview of the Committee, but we have always had strong
feelings about it - which brings me back to my initial comment. In each of the provinces,
systems are in place relating to disciplinary rules, means of verification, inspection, and
criteria that set a high standard to be met by people allowed to enter into practice. Why? To
represent other people. Once again, we would refer back to what the Supreme Court said in its
1989 ruling in Andrews v. Law Society of British Columbia. In the absence of an independent
legal profession, and I quote:
[...] having the necessary experience and skills required to perform its specific duties in
relation to the administration of justice and the legal process, the entire legal system would
find itself in a precarious position.
That is what the Supreme Court has said. So, please, don't allow people with legal training to
be shunted aside. We have been trained to represent people on the basis not only of facts, but
of questions of law that go to the heart of our training and our accreditation as professionals.
The position taken by the Barreau du Québec is one of balance. We understand there are
prerogatives the minister may wish to exercise; we have no major objection to that, but to
ensure the appropriate balance, we have to preserve the rights of the affected parties, of the
people that could benefit from the process and of the various actors who may be called upon to
play a role in this context.
Senator Beaudoin: I would like to begin by thanking the representatives of the Barreau du
Québec for being with us today. Welcome. We are always pleased to hear from you,
particularly on bills such as C-11, C-7 and C-36. It's always nice to hear a different
perspective, particularly when it's based on legal principles.
Ms Brosseau, I very much liked what you said about the fact that we have too much of a
tendency to rely on delegated legislation. That is not only the case in Ottawa. The same applies
to Quebec City, Toronto, Halifax, Vancouver - indeed, all the major cities of Canada. I think
this is a practice that is subject to tremendous abuse. Particularly in difficult bills such as Bill
C-11. We see the same thing in Bill C-7. As for Bill C-36, we may escape that to a certain
extent because there is less delegation involved, given that it deals primarily with the criminal
law.
Do you have any suggestions as to a possible cure for that increasing tendency to rely on
delegated legislation? Of course, we can't avoid it. Parliament cannot do everything. The
Governor in Council has a very important role to play, but I am wondering whether we, as
parliamentarians, are doing everything we can to eliminate the kind of abuse of this practice
that we are seeing throughout Western countries at this time.
Ms Brosseau: The real problem is legislating via regulation. That weakens our democracy.
That is the reason why we have always criticized the practice of using regulations to legislate.
Even though we trust our elected representatives, engaging in democratic debate about how we
think things should work can only improve or strengthen our legislative and legal systems.
For one thing, there is more and more legislation. It seems to me the number of new bills and
the pace at which they are passed into law are such that we have no choice but to get around

Appendix E - Page 225

Commission of Inquiry into Money Laundering in British Columbia

the system by relying on the use of regulations. Previously, much more time was taken to
prepare legislation. Now, things move very quickly, either because of events or the need to
react quickly, or because of the current pace of the legislative process.
You asked me whether I think there is any way of avoiding a situation where regulations
would be too prominent and have a negative impact on legislation. I think we need to consider
reviewing our Regulations Act, particularly the federal act, to always require pre-publication
of any proposed regulations. We have criticized that weakness in many pieces of legislation.
As I was saying earlier with respect to the Proceeds of Crime Act, provision was made in that
case, but it was an exception. It came about as a result of tremendous pressure, particularly
because of the impact of that legislation on professional bodies. Thus provision was made for
pre-publication, consultations, and so on. I think that would be a way of countering this new
wave or reinstating democratic control over the legislation itself.
In this way, the law could not be completely distorted in favour of regulations that would not
be subject to the same controls as the law itself. That may be a possible solution. I would
certainly suggest trying it. That's why we pointed out earlier that clause 5 does not go far
enough, despite the amendments made to the Bill by the Standing Committee on Justice and
Human Rights. As you can see, it is always useful to hold consultations when bills are being
examined. They often result in better legislation. That would be one way of accomplishing
such an objective.

An Act To Amend The Criminal Code (Organized Crime And Law Enforcement) And To Make
Consequential Amendments To Other Acts (Bill C-24)
Citation

2001, c. 32, ss. 12 and 81

Royal Assent

December 18, 2001

Hansard

April 23, 2001 [House of Commons]
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.) moved
that Bill C-24, an act to amend the Criminal Code (organized crime and law enforcement) and
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to make consequential amendments to other acts, be read the second time and referred to a
committee.
She said: Mr. Speaker, I am pleased today to lead off the debate on an issue of major concern
to all Canadians: the problem of organized crime and the legislative tools available to our
police, prosecutors and courts to address that problem.
[Translation]
In the Speech from the Throne, our government promised to take aggressive steps to combat
organized crime, including the creation of stronger anti-gang laws.
[English]
Building upon the foundation that the government put in place over the past several years,
including the 1997 anti-gang amendments to the criminal code, the proposed legislation would
enable law enforcement to respond to the threat of organized crime in the country.
Bill C-24, an act to amend the criminal code regarding organized crime and law enforcement,
responds to our commitment to law enforcement officials and to my provincial counterparts to
provide additional legislative tools to assist them in the fight against the many manifestations
of organized crime. The legislative measures set out in Bill C-24 seek to assist Canadian law
enforcement officials in the fight against organized crime.
These proposals fall into four categories: first, measures to improve the protection of people
who play a role in the justice system from intimidation; second, the creation of an accountable
process to protect law enforcement officers from criminal liability for certain otherwise illegal
acts committed in the course of an investigation; third, legislation to broaden the powers of
law enforcement to forfeit the proceeds of crime, and in particular the profits of criminal
organizations, and to seize property that was used in a crime; and, fourth, the creation of a
number of new offences targeting involvement with criminal organizations.
I would like to take a few moments to acknowledge the valuable contributions made to its
development by my provincial colleagues and their officials. It has been a truly collaborative
effort characterized by mutual respect, patience and a commitment to the development of a
broad based response to the threats of organized crime.
These efforts resulted in the adoption last September of the national agenda to combat
organized crime. In Iqaluit, the solicitor general and I agreed with our provincial and territorial
colleagues on an action plan. That plan has several key elements, but expanded and
strengthened legislative tools were at the forefront of this national response.
We recognize that tougher and more effective laws are not the full answer to the problem of
organized crime. The enforcement program that we announced when the bill was introduced
demonstrates our commitment to attacking the problem on all fronts.
The first aspect of Bill C-24 involves a range of steps to deal with the intimidation of persons
involved in the criminal justice system. There are those who ask why is it necessary to amend
the law to deal with the intimidation of persons involved in the criminal justice system. They
point to a number of provisions in the criminal code that might be employed to address this
issue. The simple answer is that the existing law needs to be strengthened.
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The criminal justice system depends for its proper functioning upon the participation of
various members of our community. There are the professionals responsible for the
investigation and prosecution of crime, the judges and those who deal with convicted
offenders, and members of the public who participate as witnesses and jurors.
[Translation]
For all stakeholders to be able to participate effectively, they and those with whom they are
associated must be free to act without being subjected to threats, prejudice, intimidation or
physical injury.
[English]
In recent times prosecutors, judges, witnesses, police and prison guards, as well as their
families, have been subjected to intimidation intended to destabilize the criminal justice
system. The purpose of intimidation is to interfere with the ability to hold trials in an
environment conducive to proper deliberations where participants in the system feel free to
play the role expected of them.
Whether acts of intimidation are subtle or explicit they are of particular concern with regard to
the prosecution of organized crime. Concern about organized crime was shared by members of
parliament. Last year the subcommittee on organized crime was struck to examine a myriad of
issues related to organized crime. It brought forward recommendations which included two
specific criminal code amendments intended to address concerns over intimidation.
I am pleased to note that Bill C-24 implements both those recommendations. One of those
recommendations called for the enactment of measures beyond those now in place to more
fully protect jurors serving in trials related to organized crime.
Accordingly the government proposes changes to the jury selection process set out in the
criminal code to allow a judge to order that the names and addresses of prospective jurors not
be read out in open court. A judge would be empowered in appropriate cases to ban the
publication of any information that could disclose the identity of a juror.
Additionally Bill C-24 not only increases the penalty associated with the existing offence of
intimidation to five years imprisonment. It introduces a new offence punishable by up to 14
years imprisonment to deal with acts of intimidation that target justice system participants
intended to impede the administration of criminal justice.
A new section of the criminal code would make it an offence to engage in acts of violence
against a justice system participant or a family member of that participant. It would be an
offence to harass, stalk or threaten these people with the intention of either provoking a state
of fear in a group of persons or the general public in order to impede the administration of
justice or a justice system participant in the performance of his or her duties.
I turn my attention now to the aspect of Bill C-24 that seeks to protect law enforcement
officers from criminal liability when for legitimate law enforcement purposes they commit
acts that would otherwise be illegal.
The Supreme Court of Canada in its unanimous 1999 judgment in Regina v Campbell and
Shirose stated that the police was not immune from criminal liability for criminal activities

Appendix E - Page 228

Commission of Inquiry into Money Laundering in British Columbia

committed in the course of a bona fide criminal investigation. However, while observing that
“everybody is subject to the ordinary law of the land”, the supreme court explicitly recognized
that “if some form of public interest immunity is to be extended to the police..., it should be
left to parliament to delineate the nature and scope of the immunity and the circumstances in
which it is available”. Through Bill C-24 the government takes up the challenge offered to it
by the Supreme Court of Canada and properly assumes its responsibility to provide guidance.
After issuing a consultation paper last year and engaging in much consultation the government
has put the proposals before the House. The proposed scheme contemplates several means of
ensuring accountability. These involve a combination of new legislative measures contained in
Bill C-24, police training, as well as reliance on existing judicial and disciplinary means to
ensure compliance with rules governing their use of powers given under the law.
The legislation does not propose the granting of blanket immunity to all law enforcement
officers for unlawful acts committed in the course of carrying out lawful law enforcement
responsibilities. However, the legislation does provide a form of very limited immunity.
Colleagues need to understand that for many years law enforcement authorities were working
on the basis that they had common law immunity. All the supreme court did was make it plain
that there was not common law immunity but called upon parliament to put in place a
legislative scheme if it saw fit.
Here is how the scheme would work. When a public officer is engaged in the enforcement of
any act of the Parliament of Canada, doing that which would otherwise constitute an offence
may be permissible if the following elements exist.
First, before the person can act he or she must be designated a competent authority. The
individual must also believe on reasonable grounds that committing the act or failing to act is
the reasonable course of action and proportional in the circumstances and including whether
there is any other available means of carrying out their duty.
Nothing in the proposed scheme would provide immunity for the intentional or criminally
negligent causing of death or bodily harm; the wilful attempt to obstruct, pervert or defeat the
course of justice; or conduct that would violate the sexual integrity of an individual.
Another feature of the legislative package before us today is a new approach to addressing
participation in the activities of criminal organizations. The bill contains a new definition of
criminal organization and three new offences that effectively criminalize the full range of
involvement with organized crime.
At its core, the danger of organized crime flows from the enhanced threat posed to society
when people combine for the commission of serious crimes. Historically criminal law has
responded to this elevated harm by punishing individuals for engaging in conspiracy and for
aiding or abetting the commission of specific offences.
In 1997 in Bill C-95 parliament went further and directly targeted organizations of such
individuals for the very first time by providing a definition of criminal organization, increased
investigative powers and increased penalties for those committing crimes in conjunction with
criminal organizations.
Law enforcement officials and provincial attorneys general have called for a simplified
definition of criminal organization and for offences that respond to all harmful forms of
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involvement in criminal organizations. That is precisely what we have done in the legislation
before the House today.
The current definition only covers criminal organizations that have at least five members, at
least two of whom have committed serious offences within the preceding five years. As well,
the organizations themselves must be shown to have been committing crimes punishable by a
maximum sentence of five years or more in prison.
Canada is a signatory to the United Nations convention against organized crime which affirms
that a group of three persons having the aim of committing serious crimes constitutes a
sufficient threat to society to warrant special scrutiny from the criminal justice system.
I believe that Canadians want our law enforcement officials to be able to target criminal
groups of three or more individuals, one of whose main purposes or activities is either
committing serious crimes or making it easier for others to commit serious crimes.
In conjunction with a more streamlined definition, the full range of involvement with criminal
organizations is targeted in Bill C-24 by three new offences.
The first offence targets participation in or contribution to the activities of criminal
organizations. Taking part in the activities of a criminal organization, even if such
participation does not itself constitute an offence, will now be a crime where such actions are
done for the purpose of enhancing the ability of the criminal organization to facilitate or
commit indictable offences.
The bill also addresses the concern expressed by law enforcement officials and provincial
attorneys general that the current requirement of proving beyond reasonable doubt that the
accused was a party to a specific crime shields from prosecution those in the upper echelons of
criminal organizations who isolate themselves from its day to day activities.
We know that successful recruitment enhances the threat posed to society by criminal
organizations. It allows them to grow and to more effectively achieve their harmful criminal
objectives. Those who act as recruiters for criminal organizations contribute to these ends both
when they recruit for specific crimes and when they recruit simply to expand the organization's
human capital.
Thus the expressed provisions of the proposed participation offence make it clear that the
crown does not in making its case need to link the impugned participation, in this case
recruitment, to any particular offence.
Some have called for mere membership in a criminal organization to be an offence. In my
view such a proposal would be extremely difficult to apply and would be vulnerable to charter
challenges.
The second new offence retains the core of section 467.1 of the criminal code which is the
criminal organization offence introduced in Bill C-95. The new offence targets those who aid,
abet, counsel or commit any indictable offence in conjunction with a criminal organization.
Unlike the existing provision, it would not require the crown to prove both that the accused
has participated in or substantially contributed to the activities of a criminal organization and
that he or she has been a party to the commission of an indictable offence punishable by five
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or more years of imprisonment. The participation-contribution requirement has been removed
entirely and the range of offences targeted has been broadened to include all indictable
offences.
The third new offence deals specifically with leaders in criminal organizations. Like the
participation offence, it does so not by criminalizing status but by proscribing the harmful
behaviour itself.
Leaders of criminal organizations pose a unique threat to society. Operationally they threaten
us through their enhanced experience and skills. Motivationally they threaten us through their
constant encouragement of potential and existing criminal organization members. Accordingly
in the bill we have moved aggressively to identify, target and punish those within criminal
organizations, whether or not formally designated as leaders, who knowingly instruct others to
commit any offence, indictable or otherwise, under any act of parliament for the benefit of, at
the direction of, or in association with a criminal organization.
The penalty provisions for the three offences I have outlined confirm the government's resolve
to provide a proportionate and graduated means of addressing all forms of involvement with
criminal organizations and to ultimately break the back of organized crime in Canada. The
participation offence I previously described is punishable by a maximum of five years of
imprisonment, the party liability offence by a maximum of 14 years of imprisonment, and the
leadership related offence is punishable by a maximum of life imprisonment.
Furthermore each of these punishments has been fortified by an appropriately aggressive
sentencing regime. Its two critical components are mandatory imposition of consecutive
sentences for the offences and a presumptive parole ineligibility period of one-half the
imposed sentence. When these measures are combined with our newly expanded and
improved criminal forfeiture scheme our message to organized crime is clear: crime does not,
will not and must not pay in Canada, and we will take all necessary measures to ensure the
continued safety of our homes, streets and communities.
Not all provisions of the bill specifically target organized crime groups. Several elements in
the proposed legislation are meant to improve criminal law generally. These improvements to
the law will nonetheless be extremely useful in combating organized crime.
The offences initially listed as enterprise crimes were those considered most likely to be
committed by organized crime groups. Over the years, as organized crime evolved and moved
into new areas of criminal activity, new offences were added to the list of enterprise crimes.
Today the list of such crimes stands at over 40 with no indication that we will stop adding new
offences to the list.
At the same time, by limiting the proceeds of crime provisions to certain listed offences, we
have created two types of criminal: the criminal whose proceeds are subject to the proceeds of
crime provisions of the code and whose illicit profits can be ordered forfeited by the courts,
and the criminal whose profits fall outside the reach of the proceeds provisions of the code.
Furthermore, there is a proposal to eliminate the enterprise crime list approach and expand the
application of the proceeds of crime provisions to designated offences, that is, to most
indictable federal offences. In this manner the profits from the commission of most serious
crimes would be subject to forfeiture. All existing protections, such as notice provisions,
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applications to revoke or vary orders, appeals and remedies, will of course continue to be
available to the accused and to third parties.
Canada must be in a position to offer the necessary assistance to foreign countries that have
successfully investigated and prosecuted members of organized crime groups and whose
courts have ordered the confiscation of tainted property located in Canada. I would like to
ensure that Canada is not singled out for its inability to provide the necessary assistance to
help such jurisdictions obtain the confiscated property.
Accordingly, the bill proposes a number of amendments to the Mutual Legal Assistance in
Criminal Matters Act that would allow Canada to enforce foreign confiscation orders. That is
important. The provisions contained in the proposed legislation would allow Canada to
respond on the basis of a treaty to requests from a foreign jurisdiction for assistance in
enforcing a confiscation order issued by a court in that jurisdiction in relation to proceeds of
crime derived from the commission of a criminal offence for which the accused was
convicted. In anticipation of a confiscation request, Canada would also be able to provide
assistance in respect of a request to seize or restrain the targeted proceeds located in Canada.
The proposed amendments would also facilitate requests from Canada regarding the
enforcement of restraint or forfeiture orders for proceeds of crime located in foreign
jurisdictions.
The last element that I want to stress deals with offence related property. The bill contains
amendments to make the offence related property forfeiture regime in the code apply to all
indictable offences. As well, the present exemption from forfeiture for most real property
would be eliminated.
I believe the measures I have outlined today would ensure that we have the tools necessary to
combat the increased threat of organized crime. Let there be no mistake that the proposals
before us would provide more effective laws and aggressive prosecution strategies to target
organized crime at all levels.
I thank colleagues for their support of this initiative. I look forward to their support because
the initiative would ensure that our streets and communities are safe from a most pernicious
element within our society, organized crime.
April 23, 2001 [House of Commons]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)
….Then there is the whole issue of the seizure and forfeiture of the proceeds of crime.
However, in this respect we believe the department could have introduced much more relevant
and daring amendments. We believe the department did not go far enough in terms of the
legislative tools it is giving the courts, the police and the penal system as a whole. There is still
work to be done in this respect even though progress has been made.
We are so far behind and we have so few tools to successfully fight organized crime that any
change, no matter how small, must be welcomed and applauded. But while we are at it with

Appendix E - Page 232

Commission of Inquiry into Money Laundering in British Columbia

the help of experts to draft something that is defendable and enforceable and is what the
people want, we might as well do it right. We really have to look at the whole issue.
There is one matter that scares several people, namely the amendments aimed at protecting the
officers in charge of enforcing the anti-gang law. Now, a police officer investigating very
specific crimes such as the trafficking of human beings, alcohol, tobacco or firearms
smuggling, heinous crimes, international terrorism, crimes against the environment and
everything related to drug offences, will at last be able to commit acts otherwise illegal were it
not for that protection.
So that members can really understand what I am talking about, I will give an example.
Criminal groups, be it biker gangs, the Italian network, Chinese triads or the Russian mafia,
which is also present in Canada, are well organized. They have made it very difficult for the
police to infiltrate them. Very often, in those biker gangs whose methods we are more familiar
with, to determine if a new member going up every step in the organization is trustworthy and
is one of them, the leader will ask him to commit certain illegal acts.
The bill says that an investigating officer could commit certain acts without fear of
prosecution. This is not protection at large; murder, rape, acts of violence and so on are
excluded. This is for very specific offences. For example, in a biker gang operating a large
drug market, an undercover officer could be asked to sell drugs. That is an illegal act. Without
protection, the police officer could be liable to prosecution for that. Yet he must do so to be
accepted as a member of the biker gang, get to know more and possibly gather enough
information to prosecute the guilty parties.
This is very much a societal issue. It is a complex matter and it could lead to abuse. We must
be very careful in implementing the law. However, if we want to fight organized crime
effectively, we must have such tools.
Some countries go much further than that, but we should begin by looking at their experience
and see how this is done, see how things work and what the results will be over time. This is a
step in the right direction, albeit a very small one in terms of both the offences and the people.
If memory serves, the Minister of Justice once tabled a white paper on the issue of granting
immunity to any public official during the course of any investigation which is even more
encompassing. At the time, my initial reaction was “They want a police state. This makes no
sense. We must restrict that, we must establish a framework, we must set limits”.
Again, the minister seems to have listened. This is not a common occurrence, but we should
mention it when she does so. Or else it is the department that listened to what I said, so that
today such immunity is only granted to peace officers conducting investigations in very
specific areas. It is very limited in scope. It is something.
Where I have questions and am anxious to hear what the Solicitor General of Canada and the
Minister of Justice, who will certainly be appearing before the committee, have to say about
this issue—I say this up front so they can be ready—is when it comes to giving the political
arm authority to make such actions legal. Under the proposed legislation, the solicitor general
would authorize such actions. Truly, if there is one thing that must not be mixed with politics,
it is the law.
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It would be a kindness to the minister to tell her that she is on the wrong track, that this should
be left up to the courts, as is now the case for wiretapping, for certain very specific seizures
outside normal court hours. It could be a judge who, as part of an investigation and upon
presentation of evidence, gives authorization. It could be ex parte. It could be various ways of
speeding up authorization. But it must be someone who is independent of the political arm. It
must be a judge who gives authorization and who oversees the result.
This is one amendment we are going to try to make when this bill comes before the Standing
Committee on Justice and Human Rights.
Generally speaking, it is not what is in the bill that is causing a problem but much more what
is not. With this in mind, I think that it will be easier to work with officials of the Department
of Justice and try to convince them to make certain additions to the bill.
I will conclude by saying that one thing is certain and that is that those enforcing the
legislation must also be given the necessary money. It is all very fine and well to have a welldrafted bill, but the necessary money must be there for them to enforce it.
In Quebec, we have shown that when the police were given adequate financial support, they
were able to do an effective job of combating organized crime, as they did in the Opération
Printemps 2001, a major cleanup operation. We should continue in this vein by passing this
bill.
[English]
April 23, 2001 [House of Commons]
Mr. Bill Blaikie (Winnipeg—Transcona, NDP)
Mr. Speaker, I am pleased to rise and say a few words on behalf of the NDP on this particular
debate.
I agree with my hon. colleague from the Bloc when he says that a great deal of credit should
be given to the Bloc Quebecois for pressing the matter in the House over the previous years. I
understand the satisfaction it must be experiencing in seeing the government respond. By the
Bloc's own analysis, some 80% of the bill includes measures that it has requested.
Quebecers have experienced, to a completely excessive and unsatisfactory degree, the
somewhat dubious benefits of the activities of gangs, as have other Canadians in other
provinces.
We have the bill before us and we are anxious that it not be debated at great length here in the
House. We would like to see it go to committee. If we are serious about wanting the legislation
implemented and used to curtail the activities of criminal gangs, we must get it through the
House and into committee and look at some of its provisions.
If there are things that can be improved and clarified, and I certainly think there are, then let us
go about doing that and getting the legislation into force so that we can determine through
experience whether the bill will actually work. That is the only way we can find out what will
work, both in terms of the ability of police to investigate and lay charges and the ability of the
courts to obtain and uphold convictions.
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It is certainly not the intention of the NDP to delay passage of the bill. I simply say to my
colleagues in the Bloc who have, shall we say, a somewhat robust history of making the work
of the Standing Committee on Justice and Human Rights somewhat difficult because of their
objections to Bill C-7, the bill on the youth criminal justice act, that I imagine they will face a
bit of a dilemma if that is the case.
I am not saying that is the case now, but if it turns out to be then we cannot get to this
legislation until we have dealt with the youth criminal justice act. That is another piece of
legislation about which, despite its inadequacies, we will not be able to learn more until we
have had an opportunity to see it in practice.
This bill introduces three new offences and tough sentences that target various degrees of
involvement with criminal organizations. That is all well and good. It is appropriate that these
new offences be introduced. I look forward to hearing expert testimony on that in committee.
Certainly in principle it is a good idea and one that we support.
Protecting people who work in the justice system from intimidation, either against them or
their families, is certainly something we would support. However we would go even further,
as have other members who have spoken today. We would like to see, or at least have it made
clear and explicit in the legislation, that it is not just members of parliament who are protected
by the legislation. Provincial ministers of justice, provincial politicians and, as the member
from the Bloc said only moments ago, simple politicians, because of various zoning or other
questions, may also find themselves in conflict with the interests of criminal gangs.
We may therefore want to look in committee at ways to either broaden the list of those
explicitly included or to clarify the definition so it does not just apply to members of
parliament.
Simplifying the current definition of criminal organization in the criminal code is another
aspect of the bill which seems to be merited. We look forward to hearing more about it in
committee.
Broadening the powers of law enforcement to forfeit the proceeds of crime, and in particular
the profits of criminal organizations, and to seize property used in a crime are things we may
well need to put into legislation so that governments have the tools at their disposal to deal
more forcefully with organized crime.
An accountable process must be established to protect law enforcement officers from criminal
liability when they commit what would otherwise be considered illegal actions while
investigating and infiltrating criminal organizations. That is something I understand from my
meetings with the Canadian Police Association earlier this year. I certainly understand the
concern of police officers who work undercover in difficult situations and need more freedom
to act without worrying about criminal liability. We cannot grant them absolute freedom, of
course, so it is a fine line. The minister has attempted in the legislation to define what that line
is.
This is something I look forward to discussing in committee because people have expressed
concern about where the line is drawn. I understand and appreciate those concerns and yet I
am sympathetic to what police officers have requested. We certainly accept the principle of
protecting, to some degree, police officers who are engaged in this kind of activity and we
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look forward to hearing from people on both sides of the issue as to where the line should be
drawn.
I am particularly pleased that this legislation has come forward because I myself, some time
ago in a previous parliament, brought forward a private member's bill regarding anti-gang
measures. It is no secret to people who know something about Winnipeg that it has gang
problems in its inner city, not just biker gangs but criminal gangs of various descriptions.
There is a great deal of interest on the part of many citizens of Winnipeg in giving the police
and government the appropriate tools with which to deal with these gangs. The Manitoba NDP
government is also interested in seeing much tougher measures to deal with gangs.
I will leave it at that. However I cannot resist saying that the government, when it announced
in a press release that it was stepping up its fight against organized crime, stated:
The Government will also inject an additional $200 million over the next five years to
implement legislation and related prosecution and law enforcement strategies to fight
organized crime. This funding will build on the $584 million that the RCMP received
in the 2000 budget—
Having had the weekend I have just had, I cannot help but reflect on the kinds of resources
used this past weekend in Quebec City to deal with, by and large, peaceful protesters.
I am not talking about the anarchists and the Black Bloc, the people who tried to take down the
fence. I am talking about what I was going to call policing but which was, in many respects,
gassing, rubber bulleting and water cannoning of people who were not trying to take down the
fence or hurl stuff at the police on the other side. Most of those people were simply acting on
what they thought were the rules of the game at the summit; that is, as long as they were not
trying to break the perimeter and were acting outside the perimeter in a peaceful way, they
would be immune from police action.
When I consider the resources that went into the summit, I sometimes wonder, as must many
ordinary Canadians, why it is that when one wants a police officer in a hurry one cannot be
found but when there is a summit meeting there are 6,000 of them. Where did they all come
from?
How many communities were left without police protection over the last several days so that
students could have their first experience of tear gas while sitting around singing or standing
innocently, or perhaps curiously, looking at the wall?
I apologize for those remarks but I think some people, even some police, must feel that on
occasion. I have a great deal of sympathy for police officers in the RCMP, the Sûreté du
Québec and others who must sometimes wonder why the government is willing to pay so
much in overtime and put so many resources into something like that. When police want
resources to deal with criminal gangs or people who make life miserable for Canadians in
various communities and contexts they cannot get an extra dime out of the government, but by
God, just announce there is a protest coming and they get all the equipment and resources they
ever wanted.

Appendix E - Page 236

Commission of Inquiry into Money Laundering in British Columbia

There is something not quite right here, as far as I am concerned. This legislation is a step in
the right direction. We want to see certain things clarified in committee and we look forward
to that process.
April 23, 2001 [House of Commons]
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC)
Mr. Speaker, I am pleased to participate in this debate and to follow the hon. member for
Winnipeg—Transcona, a new member of our justice committee who brings a great deal of
credibility to the debate and great oratorical skill to the House of Commons.
Our party, as are I think all parties without exception, will be supporting Bill C-24. It is
somewhat of a reincarnation of legislation we saw in the last parliament. It is very important
and timely to the process of dealing with the ongoing plague of organized crime in Canada. It
will allow police officers and prosecutors, both through legislation and in some instances
through increased resources, to combat and turn their undivided attention in some instances to
the growing problem of organized crime.
Neil Young sings of rust never sleeping. Well, crime never sleeps. Crime is unfortunately
becoming more and more active in many communities and I am not talking only of the big
cities. Crime is becoming prevalent in small towns and rural parts of the country.
We are particularly vulnerable in coastal communities, I hasten to add. Sadly, since the
disbandment of the ports police in the country that is even more the case. We are seeing an
obvious attempt by organized crime to profit from illicit acts of importation, in many instances
of contraband materials. I am talking about drugs, which are the chief trade, as well as guns,
pornographic and contraband materials brought into the country under the radar of our current
law enforcement capacity. One would hope with the greatest optimism that this legislation will
help address, at least in part, this very complex problem.
There is a great need for this legislation. The RCMP, who arguably is the most affected by the
issue, is I think cautiously optimistic. The new RCMP Commissioner Zaccardelli alluded to
the fact that organized crime has plans to use bribes to destabilize the country's parliamentary
system. That came as a shocking revelation to many when they read it in the newspapers. It
raised eyebrows across the country. It demonstrated the profound epidemic of organized crime
and the lengths that organized crime will go to on occasion to exert influence, and I am
obviously not talking about a positive influence.
That epidemic has for many years been virtually ignored by the current government. It is
therefore very encouraging to see it finally recognize the issue and give it a priority after seven
years.
On Tuesday, September 12, 2000, the Quebec public security minister, Serge Ménard, urged
the federal government to use the notwithstanding clause to outlaw membership in gangs such
as the Hells Angels and the Rock Machine. Because such a move might be struck down by the
courts as unconstitutional, he was urging the government to give at least an indication that it
would not hesitate to use the notwithstanding clause.
When it comes to organized crime, one thing everyone understands is that it does not play by
the rules. It does not abide by the laws, whereas of course law enforcement, prosecutorial

Appendix E - Page 237

Commission of Inquiry into Money Laundering in British Columbia

services and the government not only have to put laws in place but stay within the boundaries
and confines of those laws, and rightly so. Therefore we are sometimes talking about a distinct
disadvantage on the part of our system of enforcement vis-à-vis outlaw gangs. Extraordinary
times sometimes call for extraordinary action. That is why, I am sure, the suggestion was made
that the notwithstanding clause might be invoked in those circumstances.
The Department of Justice clearly suffers from constitutional constipation at times, I think,
from this fear that somehow if a law is made that might be deemed unconstitutional we should
refrain from enacting it.
This law will be challenged in our courts, as many laws before it have been challenged. That is
part and parcel of the process. In particular, I can guarantee that the legislation that expands
police powers will be the subject of numerous court challenges. We can bank on it.
We simply cannot hesitate in or refrain from introducing legislation in the fear that somewhere
in the land, whether it be in the Supreme Court of Canada or in some other court, a judge may
decide that this is not within the bounds of the constitution. That is part of our judiciary. That
is part of the process. I guarantee that this legislation will be challenged, like other legislation
has been.
However, when dealing with organized crime and the repercussions of having organized crime
go unchecked we sometimes have to make laws that expand the current envelope and go
beyond the realm of what has been the normal practice.
While the Quebec minister was expressing these concerns, on the very next day, September
13, the day after the call from the security minister of Quebec, Mr. Michel Auger, a journalist
in Montreal with the Journal de Montréal, was shot five times in the back. This was most
likely the action of and has been attributed widely to outlaw motorcycle gangs. I am informed
that it was likely the act of someone who wanted to join one of the gangs and was part of the
movement to get in, to show somehow that this person had what it takes to be involved in this
type of activity. They are sometimes the most dangerous, these puppet groups, these
individuals who are trying to ingratiate themselves, to earn their patch so to speak. Mr. Auger's
fate and the fate of many others who have expressed opposition to organized crime and have
raised the spectacle of somehow trying to get this issue under control has been that they have
sometimes faced the wrath of the gangs themselves.
Criminal gangs are far-reaching now. They are branching out. As I said in my opening
remarks, they are found in communities across the country, whether they be rural or urban.
Many Canadians are starting to feel particularly unsafe because of this audacious presence. In
the city of Halifax, there are many people who are very concerned. Individuals such as Matt
Jardine and others who live in Halifax are concerned about what is happening in their city.
An outlaw motorcycle gang, the Hells Angels, now has its colours flying in radiant lights in
front of its clubhouse in the city of Halifax. This is the affront to democracy. It is an affront to
policing and the safe, secure feeling that people should have in their communities.
There is a real need for this legislation. Again, it is encouraging that it is being brought
forward now. The minister often uses the phrase in a timely fashion, and this has been timely
for many years. The time is here and we are encouraged by that.
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Organized crime also is becoming very prevalent in many circles where it was traditionally
unseen, such as the Internet. The Hells Angels, I am told, have one of the largest Internet sites
available. It is information that is now transmitted through cyberspace, not only across this
country but across the United States, North America and the world. That is very disturbing.
Obviously the ability to transport information can be an extremely positive thing, but
organized crime can use it for a very nefarious purpose, so there is certainly a need for
legislation in that area at some future time. It is not addressed by this legislation.
The bill has taken on a very broad background, if we will, in terms of what types of organized
crime we are dealing with. Eastern bloc European gangs have emerged, such as the traditional
Mafiosa-Italian connections, and there are the snakehead organizations, Chinese triads,
Oriental groups that are forming gangs and the traditional so-called motorcycle gangs, which
are, as I have said, becoming more prevalent.
The Minister of Justice gave repeated assurances to study options for strengthening our current
legislation to break the back of organized crime. Although some of those details were not
discussed publicly, we do know that attempts were made to introduce legislation in 1997. We
see it coming back now in this form. The minister reiterated this in her comments.
I do applaud her. I applaud the minister's initiative in bringing forward this legislation now. It
has finally received priority and would allow those administering it, mainly the provinces and
the law enforcement community, to attack the issue and to attack the underbelly of these
gangs. In particular, this legislation allows for greater use of attacking the proceeds of crime,
that is, going after the actual resources of organized crime and taking away the flow of money
and the benefits received from illegal acts.
It also very clearly and specifically simplifies the definition and the composition of criminal
organizations for purposes in a court. The bill targets various degrees of involvement within
organizations, that is, it attaches the type of activity that is deemed to be participation in a
criminal organization. Sometimes that is just watching. Sometimes it could be the person
working on a dock in Halifax who turns a blind eye to an importation or to a boxcar coming in
with illicit contraband material.
The legislation also would make it easier for police and prosecutors to arrest and jail those
involved in organized crime and keep them in prison for longer periods of time. There is a
greater element of deterrence, both specific and general, at work in the bill for those who
choose this path.
The bill would allow law enforcement officials to declare forfeit the proceeds of crime from
organizations, to seize the property and to perhaps put that resource back into the community
that has been harmed. It allows law enforcement officers to seize things like houses, boats,
cars and money and to allow the resource that has been pillaged and raped from a community
to go back into it and perhaps benefit it and try to rehabilitate some of the harm that has been
done.
The legislation would also strengthen rules protecting against intimidation of witnesses, jurors
and their families at organized crime trials. It would strengthen the protection for federal
ministers and members of parliament. It would improve protection for law enforcement
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officers from criminal liability when they commit certain illicit acts while engaging in
undercover operations.
One thing missing from the legislation and which has been pointed out by several members
today is that it does not include provincial ministers. I believe that was perhaps a legislative
oversight. I am certain it is something that can be corrected at committee.
In particular, the provisions in this bill send a very important signal that the Parliament of
Canada is not going to sit back and rest on the laurels of the fine men and women who are
currently working in our justice system, but that it is actually going to bolster support for them
and enhance their ability to do their job and their ability to protect us, because it is that thin
blue line, as it is sometimes called, that the police provide to the citizens of Canada.
We are supportive of the amendments that deal with taking away the proceeds of the crime,
taking away the lifeblood. There are very positive amendments to this bill that could be
tightened up. Again, hopefully we will have an opportunity to do that in the process.
Of course I mentioned the absence of protection for provincial ministers. There is also perhaps
some need to protect journalists in some instances, as we saw with Mr. Auger.
There is a problem with respect to the funding for the legislation. That in and of itself is
perhaps its greatest weakness. The legislation has come about, typically, with great fanfare and
with announcements made in the press gallery. I think the minister has had her knuckles
rapped a little in that regard. The legislation announces $200 million to address this specific
problem. That comes as great news to those in law enforcement and was met with great
enthusiasm by the commissioner of the RCMP and others.
However, the question, the next natural progression of that, is this: when will the money
come? There were references in that very press conference to the earlier announcement of
$584 million to the RCMP to upgrade CPIC, to allow for greater resources, to allow for more
overtime, to allow for resources and for perhaps greater access to justices of the peace or
greater access to informants. They are all important elements of the police task in protecting
Canadians.
When will the money arrive? It would be very interesting to hear from the minister or
members of the government how much of that $580 million, the earlier announcement, has
actually been put into the coffers of the police. I suspect that the same question will be asked
of this $200 million in very short order, because they are crying out for those resources. The
police are desperately in need of the financial support. It is fine to make the announcement, to
give the moral support here, but they need the actual resources and they need them
immediately. That is a question that has yet to be answered.
There is a positive starting point here. There is certainly a determined commitment on the part
of the government and on the part of all members of parliament. This has affected individual
members of parliament. A member of the Bloc found himself in a very unsettling position, I
am sure, when he was the subject of threatening actions on the part of an outlaw motorcycle
gang.
The limitless resources of the organized criminal element highlight the fact that the police are
often left feeling that they are not on a level playing field legislatively because of their
limitations within the law. However, they are also under the increased pressure because
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organized crime has unlimited resources and is essentially using more and better technology
than is available to the police. Members of organized crime are watching the watchers. They
are using videotape to tape the police to find out who is watching them. They are transmitting
information about judges, about prosecutors and about police. They are sharing information
about undercover officers. They are using the Internet to its maximum benefit.
This is the brave new era. This is an age wherein we should be giving the police the tools and
the technology to fight organized crime on the same level that organized crime is using.
Typically we have seen the government try to fix a problem that in some instances it created. I
refer to the ports police. There have also been severe cuts to the RCMP in the past number of
years. Clearly the RCMP was suffering budgetary restraints when it had to close its training
facility in Saskatoon. Clearly when the Canadian Police Information Centre computer system
was almost on the verge of collapse without an immediate influx of money, it was
symptomatic of underfunding on the part of our national police force. Bill C-24 would not
provide this immediate injection of funding.
There are, as I indicated, elements and commitments that we are very supportive of. What we
want to see and what we want to diligently pursue is that the funding is actually going to be
there. There are clauses in the bill like, for example, clause 27 at page 29, which talks about
the definition of criminal organization. It now needs to be composed of three or more persons
and the crown now does not need to show that the offences were committed in the previous
five years.
Some of the legislation may seem technical and inconsequential to the untrained ear, but this is
very important for the crown and for the police working in cohort to secure convictions. We
saw a very recent sting operation in the province of Quebec and parts of Ontario that resulted
in individuals being rounded up and charged. There are potentially charges there that will not
be affected by the introduction of this legislation, but in the future certainly it will help in the
successful prosecution of these types of offences.
One problem that I have picked up on is that Bill C-24 fails to make it a criminal offence to be
a member of a group already proven to be a criminal organization. Whether or not an
organization is criminal would have to be proven in each particular case, that is, it would
create needless expense in some instances and a duplication of resources that would prolong
many criminal trials.
There is a general consensus that the legislation is positive. Much of the technical examination
of the issue came about as a result of the Shirose and Campbell case that dealt with immunity.
It dealt with police officers having the ability to infiltrate crime through in some instances
buying illicit substances like drugs and participating in questionable conduct themselves to
prove allegiance and to prove that they were working with the gang to gain its trust so that
they could break it up.
This is something that raises concern among lawyers and privacy protectors. There will be an
examination by a court of law to see that it is in proportion, that it is reasonable in the
circumstances. These are the types of matters that we could try to fine tune.
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It will no doubt result in court challenges and that should be welcomed. Members should
embrace that reality. It is our responsibility to make laws and it is the responsibility of the
courts to examine and interpret those laws in some cases.
With regard to the intimidation factor, it is very important that there be as broad a definition as
possible for who should be protected from intimidation. Trials cannot function if jurists,
lawyers, witnesses, and in some instances police, are feeling intimidated. Intimidation and
extortion are things that gangs deal in very much. They put fear into the minds of people if
they come forward to testify against gang members.
I am hopeful the minister and the government will be open to certain amendments, further
examination and strengthening of the legislation. I trust all members would be supporting the
bill.
April 23, 2001 [House of Commons]
Mr. Dennis Mills (Toronto—Danforth, Lib.)
Mr. Speaker, I am pleased to have an opportunity to make a few remarks in support of the
legislation. I would like to touch on an issue that my colleague from the Conservative Party
raised during his remarks. It has to do with that part of his speech that dealt with the exposure
of journalists when they are involved in doing research and writing about biker gangs.
It has a very special chord of relevance for me. During the last election campaign I met a
constituent, Yves Lavigne, who wrote the book Hell's Angels at War, the biker gang book. He
has written three books actually. Hell's Angels: Taking Care of Business is another one. People
like Yves Lavigne have tremendous experience and insight. They think outside the box of
normal police forces.
Would it be a good idea for the RCMP or other police forces to use people like Yves Lavigne,
who have spent 15 or 20 years of their lives focused on a specific area of organized crime, as
consultants to make sure that the police think outside the traditional box and bring these gangs
to justice in a more expeditious manner?
April 23, 2001 [House of Commons]
Mr. Peter MacKay
Mr. Speaker, the member raises a very important element which is missing from the legislation
itself. I agree that the police should be outsourcing to individuals who have expertise in this
area. It is an incredibly overwhelming issue in terms of its complexity and the lengths that
organized crime will go to infiltrate legitimate businesses.
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Organized crime will seek to undermine the credible people working in the system, whether
working directly in justice or as legislators, and to undermine the media who have a role in
reporting and making public the activities of organized crime.
I agree that police officers should have within their mandate the ability to engage these
individuals for information purposes and for their expertise. The legislation does not provide
for the protection of specifically journalists, authors and those who write and have obtained
special information that is helpful and relevant to the police.
I am encouraged that the issue is being fleshed out and that we will have an opportunity to
correct it to make that additional protection available. Hopefully the spirit of productive debate
and study at the committee level will improve this important legislation which he and other
members support.
[Translation]
April 23, 2001 [House of Commons]
The Acting Speaker (Mr. Bélair)
It is my duty, pursuant to Standing Order 38, to inform the House that the questions to be
raised tonight at the time of adjournment are as follows: the hon. member for Lévis-et-Chutesde-la-Chaudière, Shipbuilding.
[English]
April 23, 2001 [House of Commons]
Mr. Stephen Owen (Vancouver Quadra, Lib.)
Mr. Speaker, I am very pleased to stand today to speak in favour of Bill C-24. I was pleased to
listen to the Minister of Justice and I heard the comments made by members of the opposition
who seem to have a full understanding of the issue.
If it is not understood in the Canadian public at large, it is well understood in the House by all
parties and all speakers that the scale of organized crime in the country and internationally, the
magnitude of the threat that it poses to our society, is something of real urgency. The bill
addresses it and needs to be passed quickly and put into force.
I would like to speak about the variety and complexity of the problem internationally as well
as to individuals, communities, government and private enterprises in Canada.
Internationally there is more than a trillion dollars a year in earned profits from criminal
activity worldwide. The figure is growing every year. It has not been hampered and restricted
by deficit cutting that governments around the world have had to undergo through the 1990s.
These profits have been soaring. In terms of the critical nature of this threat, former President
Clinton identified organized crime as the number one threat to national security in the post
cold war world.
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The citizens of my constituency, Vancouver Quadra, understand the chilling nature of the
threat. It is much broader than just gang wars. It involves the supply of drugs to our schools
and children. It involves property crime that is attendant on drug addiction which is fed by
organized crime. It involves home invasions and the security of our homes. Ten years ago who
in our society had heard the chilling terms of terror such as home invasion, carjacking or
drive-by shooting? These are new terms of terror which are directly connected to the scourge
of organized crime in society.
In terms of our economy, billions of dollars of laundered money are put into our society which
is based on a market economy. It is corrupted by them. They debase the vigour of competition
in our market economy and threaten our economic viability.
They also threaten our economic institutions. Corruption and organized criminal activity in
scams with respect to banks, credit card fraud, telemarketing fraud, insurance fraud and stock
market fraud are all part of the growing expanding scourge of organized criminal activity
which is sapping the economic strength of the country as well as the safety of our citizens.
In terms of government agencies themselves, we have had troubling information about the
infiltration and corruption of people working in government agencies at all levels in Canada
and internationally.
These are major challenges for our society. They require new tools, many of which the bill
provides. If we think about how we will apply those tools we have to think carefully about the
new nature of criminal organizations.
Criminal organizations working in Canada and around the world are no longer monolithic
crime families that are suspicious of each other or competitive with each other against criminal
projects for turf. Today criminal activity is conducted in a highly networked, complex, flexible
and international fashion. Criminal gangs are no longer fighting for turf with each other
although that happens, and we know too sadly of the horrors in Quebec of criminal gang wars.
However that is not the typical character of organized criminal activity today.
Organized criminal activity works in networks, works in cells across criminal organizations
and across borders to uniquely compose a criminal operation across boundaries, gangs and
criminal products. It requires a very special approach from law enforcement agencies which is
not our traditional approach. It requires those agencies to be more flexible and more resourced
in their response. I will be splitting my time.
I would like to comment on the new tools that are necessary and that are being applied by the
bill. Monetary resources are needed for police agencies. Those have been provided for over the
last two years with increased budgets and there are projected further injections of financial
resources for the RCMP and other law enforcement agencies. That is critical.
The bill presents other tools. There will be stiffer penalties for participation in criminal gang
activity and broader definitions of what constitutes criminal gangs and criminal activity. There
are very important provisions to create the offence of intimidation of officials in the criminal
justice system. It is a critical point of protection that is necessary and overdue.
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The expanded definitions and increased ability to seize the proceeds of crime are important in
the bill. There must be an ability to seize and forfeit property in a fashion that is efficient,
quick and hits at the heart of the enterprise nature of organized crime.
The mandatory reporting provisions for suspicious financial transactions are important. Fifteen
billion dollars was estimated as the amount of laundered funds from illegal activities in
Canada last year.
I will conclude by addressing specifically the unique and changed nature of organized crime in
society. It is flexible and networked. It crosses boundaries and is cross organizational. It is
necessary to have an integrated and co-ordinated approach across the collection of criminal
intelligence, police operations and prosecution of crime. These have to be working as a
seamless whole.
The information and intelligence gathering must not be in a secretive closed chest fashion
among competing law enforcement agencies. It must be shared in a mandatory fashion, but it
must be secure and centrally analyzed. It must be disseminated on a need to know basis and
the success and experience of operations have to be fed back into that intelligence system.
The operations themselves must be joint force operations, drawing across law enforcement
agencies for the best and the most appropriate resources that can be uniquely composed and
targeted on any particular criminal activity. It should then be shut down, redistributed and
refocused on other criminal activity if it is to mimic the flexibility and the networks of
criminal organizations themselves.
There must be an effective link to intensive prosecution which the bill and the organized
criminal justice policy address. Dedicated legal advice must be present at the very earliest
stages of an investigation to deal with the incredible complexity of criminal investigations and
prosecutions, laws of disclosure, laws of search and seizure, laws of wiretapping, and laws of
proceeds of crime. The best legal advice must be used at the beginning of an investigation
right through to an intensive prosecution to make sure those prosecutions are successful.
I repeat that organized crime is an immense threat to society. Its magnitude is overwhelming.
The bill needs to be passed as soon as possible.
April 23, 2001 [House of Commons]
Mr. Greg Thompson (New Brunswick Southwest, PC)

…. Bill C-24 would simplify the definition and composition of the criminal organization. This
is very important. It would target various degrees of involvement with these organizations. It
would make it easier for police and prosecutors to arrest and jail gangsters and keep them in
prison for longer periods of time. It would allow law enforcement to forfeit the proceeds of
crime from these criminal organizations and to seize property that was used in a crime. In
other words, it would send out a message that crime did not pay. It would strengthen rules
protecting against the intimidation of witnesses, juries and their families in an organized crime
trial.
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Last on my list is to strengthen protection for federal members of parliament and to improve
protection for law enforcement officers from criminal liability when they commit certain
illegal acts while engaged in undercover operations to infiltrate criminal organizations.
That sounds good. We are hoping the government does eventually come up with a bill,
obviously with the help of the opposition and some of the fine amendments which I am sure
will be coming from all of the parties on this side of the House because, Mr. Speaker, as you
will remember, last September it was the opposition, particularly the Bloc Quebecois, that
brought forward this emergency debate on organized crime in the House.
…

April 23, 2001 [House of Commons]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)
Mr. Speaker, the bill introduced by the minister this morning contains almost 80% of what the
Bloc Quebecois has been asking for over the last five or so years.
One point, however, is missing from the bill on organized crime now before us and that is the
whole issue of reversing the burden of proof and the proceeds of crime.
My question for the member is a very simple one. Everyone knows that money is the sinews of
war, whether politics or organized crime are involved. The comparison may be slightly
imperfect, but it boils down to the same thing; there is organized crime because there is money
to be made. The more money they make, the stronger and more organized they will be.
There is really nothing in the bill to facilitate the work of the police and crown prosecutors, to
reverse even somewhat the burden of proof, so that it is not up to the crown to prove the
illegality of an acquired asset, but rather up to organized crime to prove the legality of its
origin.
My question for the member is as follows. Will he be able to support this, when he talks of
amending the bill? Is it in this sense of giving additional tools to the police and crown
prosecutors to facilitate proof with respect to such things as money which is, as we know, the
sinews of war?
[English]
April 23, 2001 [House of Commons]
Mr. Greg Thompson
Mr. Speaker, this goes back to previous comments and to questions answered by my
colleagues in the House. There is always that balance between charter rights and the
willingness or the desire to crack down on criminals. There is a balance to be struck. Certainly
that reverse onus is something worth looking at.
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However, the truth is that organized crime has the resources. The government brags about the
money it is putting in, but there are some prosecutions that have been going on in the country
against organized crime by the Government of Canada where the cost is in excess of $10
million. The money being put in is a drop in the bucket. Not to discount the fact that $200
million over five years is a lot of money, but in comparison to the proceeds of crime, which
are reaching into the billions, the point has to be made that we have to fight back with the
resources we have and often that means money to fight crime. Bringing in legislation that is
tough yet honours the charter is the challenge for the government. We are hoping the bill will
do that given some of the amendments we will put forward from this side of the House.
April 23, 2001 [House of Commons]
Mrs. Suzanne Tremblay (Rimouski-Neigette-et-la-Mitis, BQ)

… There is also the matter of reversal of the burden of proof in connection with the proceeds
of crime, to which we shall return in committee and in subsequent debates.
In the short time I have left, I would like to say how important it is for the minister to proceed
with this bill, to get it in force promptly, for the House not to be recessed before it is passed,
and for her to ensure the funding is made available, the cash required to make it enforceable.
April 23, 2001 [House of Commons]
Mr. Bernard Bigras (Rosemont—Petite-Patrie, BQ)

…The other aspect addressed by this bill is the whole matter of seizure and forfeiture of the
proceeds of crime…

Mr. Stephen Owen (Vancouver Quadra, Lib.): Mr. Speaker, I am very pleased to stand
today to speak in favour of Bill C-24. I was pleased to listen to the Minister of Justice and I
heard the comments made by members of the opposition who seem to have a full
understanding of the issue.
If it is not understood in the Canadian public at large, it is well understood in the House by all
parties and all speakers that the scale of organized crime in the country and internationally, the
magnitude of the threat that it poses to our society, is something of real urgency. The bill
addresses it and needs to be passed quickly and put into force.
I would like to speak about the variety and complexity of the problem internationally as well
as to individuals, communities, government and private enterprises in Canada.
Internationally there is more than a trillion dollars a year in earned profits from criminal
activity worldwide. The figure is growing every year. It has not been hampered and restricted
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by deficit cutting that governments around the world have had to undergo through the 1990s.
These profits have been soaring. In terms of the critical nature of this threat, former President
Clinton identified organized crime as the number one threat to national security in the post
cold war world.
The citizens of my constituency, Vancouver Quadra, understand the chilling nature of the
threat. It is much broader than just gang wars. It involves the supply of drugs to our schools
and children. It involves property crime that is attendant on drug addiction which is fed by
organized crime. It involves home invasions and the security of our homes. Ten years ago who
in our society had heard the chilling terms of terror such as home invasion, carjacking or
drive-by shooting? These are new terms of terror which are directly connected to the scourge
of organized crime in society.
In terms of our economy, billions of dollars of laundered money are put into our society which
is based on a market economy. It is corrupted by them. They debase the vigour of competition
in our market economy and threaten our economic viability.
They also threaten our economic institutions. Corruption and organized criminal activity in
scams with respect to banks, credit card fraud, telemarketing fraud, insurance fraud and stock
market fraud are all part of the growing expanding scourge of organized criminal activity
which is sapping the economic strength of the country as well as the safety of our citizens.
In terms of government agencies themselves, we have had troubling information about the
infiltration and corruption of people working in government agencies at all levels in Canada
and internationally.
These are major challenges for our society. They require new tools, many of which the bill
provides. If we think about how we will apply those tools we have to think carefully about the
new nature of criminal organizations.
Criminal organizations working in Canada and around the world are no longer monolithic
crime families that are suspicious of each other or competitive with each other against criminal
projects for turf. Today criminal activity is conducted in a highly networked, complex, flexible
and international fashion. Criminal gangs are no longer fighting for turf with each other
although that happens, and we know too sadly of the horrors in Quebec of criminal gang wars.
However that is not the typical character of organized criminal activity today.
Organized criminal activity works in networks, works in cells across criminal organizations
and across borders to uniquely compose a criminal operation across boundaries, gangs and
criminal products. It requires a very special approach from law enforcement agencies which is
not our traditional approach. It requires those agencies to be more flexible and more resourced
in their response. I will be splitting my time.
I would like to comment on the new tools that are necessary and that are being applied by the
bill. Monetary resources are needed for police agencies. Those have been provided for over the
last two years with increased budgets and there are projected further injections of financial
resources for the RCMP and other law enforcement agencies. That is critical.
The bill presents other tools. There will be stiffer penalties for participation in criminal gang
activity and broader definitions of what constitutes criminal gangs and criminal activity. There
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are very important provisions to create the offence of intimidation of officials in the criminal
justice system. It is a critical point of protection that is necessary and overdue.
The expanded definitions and increased ability to seize the proceeds of crime are important in
the bill. There must be an ability to seize and forfeit property in a fashion that is efficient,
quick and hits at the heart of the enterprise nature of organized crime.
The mandatory reporting provisions for suspicious financial transactions are important. Fifteen
billion dollars was estimated as the amount of laundered funds from illegal activities in
Canada last year.
I will conclude by addressing specifically the unique and changed nature of organized crime in
society. It is flexible and networked. It crosses boundaries and is cross organizational. It is
necessary to have an integrated and co-ordinated approach across the collection of criminal
intelligence, police operations and prosecution of crime. These have to be working as a
seamless whole.
The information and intelligence gathering must not be in a secretive closed chest fashion
among competing law enforcement agencies. It must be shared in a mandatory fashion, but it
must be secure and centrally analyzed. It must be disseminated on a need to know basis and
the success and experience of operations have to be fed back into that intelligence system.
The operations themselves must be joint force operations, drawing across law enforcement
agencies for the best and the most appropriate resources that can be uniquely composed and
targeted on any particular criminal activity. It should then be shut down, redistributed and
refocused on other criminal activity if it is to mimic the flexibility and the networks of
criminal organizations themselves.
There must be an effective link to intensive prosecution which the bill and the organized
criminal justice policy address. Dedicated legal advice must be present at the very earliest
stages of an investigation to deal with the incredible complexity of criminal investigations and
prosecutions, laws of disclosure, laws of search and seizure, laws of wiretapping, and laws of
proceeds of crime. The best legal advice must be used at the beginning of an investigation
right through to an intensive prosecution to make sure those prosecutions are successful.
I repeat that organized crime is an immense threat to society. Its magnitude is overwhelming.
The bill needs to be passed as soon as possible.
April 23, 2001 [House of Commons]
Mr. Gurmant Grewal (Surrey Central, Canadian Alliance)
Mr. Speaker, on behalf of the constituents of Surrey Central I am pleased to participate in the
debate on Bill C-24, an act to amend the criminal code respecting organized crime and law
enforcement and to make consequential amendments to other acts.
The bill has two main purposes: first, to provide new tools in the fight against organized
crime; and, second, to respond to the 1999 supreme court decision in R. v Campbell and
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Shirose, which put in doubt the ability of police and police informants to break the law as part
of undercover operations aimed at penetrating criminal organizations.
After years of the Reform Party of Canada, now the Canadian Alliance, fighting for tougher
laws to help combat gangs and other criminal organizations, the federal Liberals have finally
introduced some of the legislation we have been calling for. The fact is that the weak Liberal
government lacks the political will to get tough on crime, particularly on organized crime.
It has introduced this legislation because of intense pressure from the official opposition and
other opposition parties and because of the pressure from police and the public in general.
Combating organized crime was part of the detailed justice platform released during the
election campaign by the Canadian Alliance.
The penetration of organized crime into Canadian society is a very serious matter. Criminals
move from jurisdictions with strong controls to jurisdictions with weak or no controls. This
criminal activity undermines Canada's financial and social systems and increases the power
and influence of illegal businesses.
A staggering variety of activities such as extortion, home invasion, murder, theft, drugs and
arms trafficking, counterfeit currency and passports, migrant smuggling, prostitution, Mafia,
casino and lottery frauds are additional costs to society at the expense of the taxpayer and at
the expense of our future. These activities make our streets unsafe.
We in Canada are also concerned that the privacy of Canadian citizens could be unreasonably
invaded. There should be sufficient protection and the freedom of law-abiding citizens should
be preserved. The loopholes in the system and the law are not plugged in Canada. That is the
main problem. Canada is a candy store for these criminals. Unfortunately criminals have the
motivation to come to Canada and commit crimes because they consider Canada to be a crime
haven.
The blurred vision of the Liberals has caused the dismantling of Vancouver port police.
Everyone knows that. This makes the port a gateway for the importation of drugs and
narcotics. It opens up the way for criminals and makes their jobs easier rather than tougher. It
is a shame that the Liberal government gives international organized criminals VIP treatment
while those same criminals, according to the Immigration Act, are supposed to be inadmissible
to Canada.
I remember when I was on the immigration and citizenship committee that we introduced a
motion to study fraud and criminal activities under the Immigration Act not for general
immigrants but for illegitimate and criminal elements coming to the country. Liberal members
refused that motion.
Previous legislative attempts to deal with the problem have been ineffective. Bill C-95 did not
go far enough in providing the tools needed for the law enforcement agencies to fight
organized crime.
Years ago, perhaps in the early 1980s, the government of the day not only ignored the
recommendations of the law enforcement agencies but it even refused to acknowledge the
existence of organized criminal activities in Canada. Since that time organized crime has

Appendix E - Page 250

Commission of Inquiry into Money Laundering in British Columbia

significantly increased. Canada has now become a global centre and a haven for organized
crime because of its laws.
Whatever the government does now it is too late and too little. The criminals are lightyears
ahead of the law enforcement agencies. They have more resources, more money and better
state of the art technology while the agencies on the other side even lack the law with tooth
and are struggling to maintain yesterday's technology.
A Liberal dominated subcommittee of the justice standing committee on organized crime held
in camera hearings on the problem and issued its report just prior to the dissolution of the
House. I will talk about that report in a short while.
I also want to mention that I represented the official opposition as a member of the
subcommittee on organized crime. Since the hearings were in camera I will not go into detail
but will talk about some of the issues that are in the public domain.
It is sad that the recommendations of the subcommittee were not fully implemented through
this bill. Even though the committee was a Liberal dominated committee, the bill of course
would enhance the fight against organized crime, though not enough, and should not be
delayed unduly.
I will now talk about the main features of the bill. There will be longer consecutive sentences
for gang activity: up to five years for participating in a criminal organization; 14 years for
carrying out indictable offences for the benefit of a criminal organization; and life for being
the leader of a criminal organization.
A new definition of a criminal organization would be: only three members required instead of
the current five; there is no need to prove that members participated in indictable offences in
the five years preceding prosecution and providing that, in addition to indictable offences
punishable by five years or more, offences can be prescribed as serious offences.
It is stated that the intention is to cover offences, such as prostitution and gambling, that are
controlled by organized crime.
Another point is the protection of justice system participants. Threatening a judge, prosecutor,
juror, et cetera, or a member of their family would be punishable by up to 14 years and
murdering a justice system participant would be first degree murder.
The next point concerns police immunity. The solicitor general responsible for the RCMP or
provincial ministers responsible for the police will be able to designate officers who may, in
the course of an investigation, commit offences other than offences causing bodily harm,
obstructing justice or sexual offences.
Forfeiture of property would apply to all property used in committing a crime rather than just
property especially built to carry out the crime. Judges will have to determine whether the
forfeiture is appropriate given the nature of the crime. Presumably a house may not be
forfeited if five marijuana plants are found in it but it could be if 500 or 5,000 plants are found
in it.
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There are still many significant deficiencies in the bill that require further address or
amendments. Even many recommendations of the subcommittee have not been addressed in
the legislation. I was a member of that committee and it was a Liberal dominated committee.
There are maybe 10 points I want to mention. The relevant elements of existing legislation,
resources, investigative and prosecutorial practices, should be deployed to their fullest
potential and effective strategy to fill any gaps should have been developed and addressed in
the legislation. The committee was concerned about it and it made very clear
recommendations about it.
The criminal code should have been amended so that all its provisions related to organized
crime activities could have been brought together in a specific part to be entitled enterprise
crime, designated drug offences, criminal organizations and money laundering. This
recommendation was not followed.
The criminal code should have been amended to allow for the designation of criminal
organization offenders in a manner similar to that applicable of dangerous offenders and long
term offenders provided for at section 752. This would allow, at the sentencing stage, after a
conviction has been obtained, for the imposition of imprisonment for an intermediate period or
for long term supervision in the community after a sentence of up to 10 years. The
recommendation was not followed.
Section 184 and following the criminal code dealing with judicially authorized audio and
video surveillance should have been amended to increase in non-criminal organization
offences from 60 days to at least a 120 day period for which such activities could be
authorized and renewed. This particular recommendation is very important if the Liberals were
to listen to Canadians, to the Canadian Police Association and to front line police officers who
are dealing with organized criminals. When police officers need to obtain a particular warrant
they have to write about a thousand pages. A lot of work has to be done to obtain a warrant.
Once a warrant has been obtained it is valid for only 60 days, whereas the criminal activity
continues for months and years probably. They then have to go back and do all the paper work
again in order to obtain a warrant for wiretapping or other things. The recommendation is very
important and I hope the justice minister will follow through with it. Since we are debating the
bill for the first time, the government has lots of opportunity if it is sincerely listening to this.
The provisions of part VI of the criminal code should have been reviewed and amended so as
to streamline and simplify the requirements and practices involved in the judicial approval and
renewal of audio and video surveillance as a law enforcement investigative strategy. This
recommendation was not followed.
Section 743.6(1.1) of the criminal code should have been amended to allow sentencing judges
to order that offenders serve full sentences instead of half the sentences currently served, of
incarceration without any form of conditional release in cases where there is evidence that a
convicted person committed an offence to the benefit of, at the direction of or in association
with a criminal organization.
The criminal code should have been amended so that there was a reverse onus placed on a
person convicted of an enterprise crime, a designated substance offence, a criminal
organization offence or money laundering whose assets have been seized, to prove that these
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assets have not been acquired or increased in value as the result of criminal activity. There
should be a reverse onus on the criminal rather than on law enforcement agencies to prove
that. This is a very important recommendation.
If the convicted person were unable to discharge the burden of proof, as I mentioned, to the
satisfaction of the court, these assets should be declared to be forfeited. This recommendation
was not followed through.
The Canada Evidence Act should have been amended to codify and simplify the rules related
to disclosure. The disclosure rules are so vague that jurisdictions in foreign countries refuse to
co-operate with Canadian law enforcement agencies because of our stupid and ineffective
disclosure laws.
The human resources expertise and technology levels should be sufficient to effectively
combat organized crime. Unfortunately the funding announced by the justice minister today
providing only $200 million over five years does not appear adequate and does not come close
to the amount needed for frontline law enforcement officials to do their job effectively.
The funds allocated on a yearly basis would not significantly enhance police or prosecution
resources when we consider that a relatively simple prosecution could cost as much as $10
million. Those resources are inadequate.
A national tactical co-ordinating committee should have been established to promote the
exchange of information and sharing of experiences among field operators in order to fight
organized crime. This recommendation made by the subcommittee on organized crime was not
followed through again.
Because of lenient disclosure laws in Canada, as I mentioned earlier, law enforcement
agencies from other countries refuse to share sensitive information with their Canadian
counterparts on organized criminals operating in their country. This jeopardizes our efforts to
combat crime and demoralizes our frontline officers.
One of the most disturbing features of the legislation is its failure to make it a criminal offence
to be a member of a group already proven to be a criminal organization in Canada. Contrary to
the justice minister's suggestions, this provision does not make participation or membership in
a criminal organization illegal unless it can be proven that the person had the intention to
facilitate illegal transactions for that organization.
The fact that an organization is a criminal organization would have to be proven in each
particular case that goes before the court resulting in needless duplication of resources,
expertise and prolonged criminal trials.
The bill fails to adequately protect other key players in the fight against crime. In particular,
provincial justice ministers, MLAs, MNAs, MPPs are not granted the same level of protection
as federal parliamentarians, despite the fact that they are directly responsible for the
enforcement of these provisions. They need to implement the law.
We all know the case of Michel Auger who had the courage to stand up against crime and
other journalists who were not given protection.
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In conclusion, I urge the government to make the legislation tougher, to provide more
resources to police and to encourage the aggressive use of the new tools.
In particular, the recommendations of the subcommittee, regarding forfeitures, wire tapping
and serving full sentences, have not been addressed or have only been partially met. Therefore,
I hope the justice minister will be open to considering amendments that would further
streamline the Canadian justice system and would offer Canadians a greater measure of
security through the legislation.
April 26, 2001 [House of Commons]

Mr. Kevin Sorenson (Crowfoot, Canadian Alliance)

Mr. Speaker, it is a privilege and a pleasure to stand in the House again to debate a bill that is
being brought forward. Our party commends the government for bringing forward Bill C-24.
Organized crime poses an enormous threat to Canada. It poses an enormous threat to Canada's
national security and economic stability. Therefore we on this side of the House welcome Bill
C-24, the subject of today's debate. It is a piece of legislation that the Canadian Alliance has
been demanding for some time.
In the Canadian Alliance Party we believe we need to put in place the resources to fight crime,
to fight all elements of crime. As we look at the daily papers and as we turn the television sets
on, we see that organized crime is becoming more prevalent on a daily basis. In 1998 the
commissioner of the Royal Canadian Mounted Police, Philip Murray, said:
Organized crime in Canada is now so pervasive that police have been reduced to
putting out isolated fires in a blazing underworld economy.
What Philip Murray was saying was that in regard to organized crime there is a huge bonfire,
with the whole land ablaze, and our police force has very limited resources to put out what we
might call small brush fires.
An Ottawa Citizen article dated March 3, 1999, explained the prevalence of organized crime.
It states:
Canada is particularly vulnerable to drug trafficking—the principal source of revenue
for most organized crime groups—according to the Drug Analysis Section of the
RCMP. Smugglers are attracted to Canada because of the low risk of arrest due to
limited police resources that have stymied investigations, relatively light penalties, and
our sprawling, largely unmonitored borders.
This article highlights three of the huge concerns dealing with drug trafficking as well as
organized crime. The first is limited police resources. The second is light sentences. With the
light sentences being handed down, people understand that crime sometimes does pay. Of
course the third point is the geographic location of Canada and the fact that it has such huge,
long, unmonitored borders.
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International drug trafficking is an organized criminal activity that threatens democratic
institutions, fuels terrorism and human rights abuses and undermines economic development.
Drug trafficking is an inherently violent activity. Violence is used by involved organizations to
protect turf, settle disputes and eliminate those who oppose them. Some of those who oppose
them are government members, the judiciary, investigative journalists and reporters,
individuals who are willing to take a stand. We all, as a joint body here, need to be willing to
take a stand.
The Canadian government estimates the revenue involved. It shocked me when I heard that the
amount of revenue our Canadian government estimates is in the underground illegal drug
market in Canada is $7 billion to $10 billion.
The Canadian drug market is dominated by many foreign organizations. We know of many of
the countries that are involved. There are Italian based organized criminals who are involved
in upper echelons of the importation and distribution of many drugs. Asian based groups are
active in heroin and, increasingly, in cocaine trafficking at the street retail level in Canada.
Colombian based traffickers still control much of the cocaine trade in eastern and central
Canada. As well, outlaw motorcycle gangs play a major role in the importation and large scale
distribution of cannabis, cocaine and other chemical drugs.
Motorcycle gangs and those involved in organized crime are not in only one or two provinces.
Provinces throughout this nation are now recognizing and understanding the concerns in
regard to organized crime as they deal with the motorcycle gangs and especially the drug
trafficking of those gangs.
Most illicit drugs arrive in Canada by aircraft, marine container or truck. More than 9 million
commercial shipments enter Canada each year, 75% at land borders and the rest at
international airports, marine ports, postal facilities and bonded warehouses. Approximately 1
million marine containers holding illegal drugs enter Canadian ports annually and another
200,000 enter by truck or rail after being unloaded at United States marine ports and then
moved out.
In 1995, 5.2 million trucks entered Canada from the United States. Three years ago it was
estimated that by the year 2000 this number would reach 6 million to 6.8 million. We have a
customs inspection rate of less than 2% and we are talking about 5.2 million vehicles that are
estimated to contain drugs and are crossing the border.
At least 100 tonnes of hashish, 15 to 24 tonnes of cocaine and 4 tonnes of liquid hashish are
smuggled into Canada each year. Some 50% of the marijuana available in Canada is produced
in Canada, but the other 50% is brought in from other countries.
The domestic production of marijuana is estimated to be at 800 tonnes. In 1994 an RCMP
operation found that $10 million worth of marijuana was exported from British Columbia to
the United States.
To exemplify this point I again quote from a news article, this one appeared in the Globe and
Mail in April 1999, just two short years ago:
Dale Brandland, a sheriff from Washington State, testified that many marijuana
growers have moved to Canada in recent years to escape harsher U.S. drug laws. U.S.
police have said that organized crime groups, including the Hells Angels and various
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Asian gangs, are shipping the highly popular drug back into the United States,
sometimes swapping it pound for pound for cocaine.
The 1998 sentiments expressed by the former commissioner of the RCMP regarding the
prevalence of organized crime was recently echoed by the president of the Canadian Police
Association who has said that organized crime is gaining the upper hand on law enforcement
and it is time for tougher laws. Canadian Police Association president, Grant Obst, said:
Things are going out of control and it is time to do something about it. The biggest
problem organized crime has is they have too much money. And our biggest problem
is we do not have enough.
Regarding resources this is what the president of the Canadian Police Association said:
We are fighting a battle with a group of individuals who have it would seem an
unlimited amount of dollars available to them.
The old saying goes that it takes money to make money. In Canada it takes money perhaps to
be involved in organized crime and it would be very obvious that they seem to have that
money.
We need to put in place resources for those individuals who are willing to fight organized
crime. It is time our country takes a stand and provides them with the right resources.
Through Bill C-24 the federal government is injecting $200 million over the next five years to
implement the legislation and related prosecution and law enforcement strategies. This funding
is to build on the $584 million that the RCMP received in the 2000 budget to help fight
organized crime.
Although the money is a welcome addition it simply is not enough. I have already discussed
that the drug trafficking could be close to $10 billion per year and we are throwing $200
million more at the problem. It seems to be a drop in the bucket.
Canada's national police force cannot fulfil domestic obligations, let alone our international
obligations to provide legal and police assistance in countries such as Colombia and Peru due
to the previous cuts. The report on plans and priorities for the RCMP funding for 1998-99 to
2000-01 showed a continuous decline in spending for federal policing services.
The cuts affected policing services in the area of drug enforcement, customs and excise,
proceeds of crime and international liaison. The cuts affected policing services in the area of
drug enforcement. That is organized crime. The area of customs and excise is directly related
to organized crime. The area of proceeds of crime and international liaison is also related to
organized crime.
There was to be a 65% reduction of the 1996-97 funding levels for the anti-smuggling
initiative despite the fact that larger sophisticated criminal organizations continue to
successfully engage in the smuggling and distribution of contraband goods.
Without adequate increased funding and more highly trained skilled provincial police and
RCMP officers, the bikers, the Mafia and the Asian based organized criminals will continue to
have a free run and to smuggle drugs across our borders.
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As we have seen in Edmonton and Calgary they will have the ability to kill innocent
bystanders who are caught up in turf wars and caught up in money laundering. They will
continue to intimidate and threaten. They will continue to injure and kill members of the
judiciary, crime reporters, correction officers, and maybe even some day members of
parliament.
I would therefore urge and recommend a significant increase in the expenditures proposed in
Bill C-24. I do so with the confidence that the majority of Canadians would agree that fighting
organized crime is a top priority.
A 1998 report of a national survey on organized crime and corrections in Canada revealed that
Canadians support increased funding for the RCMP to combat organized crime. I will quote
from page 3 of that document:
Virtually all respondents want government to spend more money to fight organized
crime; in a forced-choice situation, respondents picked organized crime as a spending
priority over all other proposed options except health care.
I have only scratched the surface of this most important piece of legislation. I hope to get
another opportunity in the near future to speak again to this criminal law bill. Some of the
other points in the bill are well worth supporting.
We need to have a concentrated effort on everything it would take to fight organized crime.
Canadians want to feel safe. We want to feel safe in our homes, in our communities, in our
provinces and in our country. When we look at the survey we understand why Canadians want
more money for health care. They want to feel safe. They want to feel if they become ill that
the resources are there to help them.
Canadians want to be safe on their streets. They want to know the Canadian government is
absolutely committed to keeping communities safe. The great fear many Canadians face is the
onslaught of crime. I do not mean petty crime although we want to fight that as well. They fear
organized crime because it is a direct threat to our society, to the well-being and safety of our
communities, and to our children and our grandchildren.

April 26, 2001 [House of Commons]
Mr. Réal Ménard (Hochelaga—Maisonneuve, BQ)
Mr. Speaker, you know how much I have been concerned about organized crime and the fight
against organized crime as the member for Hochelaga—Maisonneuve.
I have to say right off that I find this bill introduced by the Minister of Justice and her
colleague, the Solicitor General of Canada, extremely positive. We will certainly have to work
in committee to improve it, but I think our colleague, the member for Berthier—Montcalm and
Bloc Quebecois justice critic, has also said he is relatively pleased.
I recall that in the early 1990s, we learned as parliamentarians with some stupefaction just how
deep the roots of organized crime went in our societies. We were used to calling ourselves a
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country of law and order, where basic freedoms thrive and where there is essentially no
political corruption. This remains the case and continues to be relevant.
We came to realize in the early 1990s that the real threats we faced as parliamentarians
representing a challenge for the future for all of our societies included those related to
organized crime.
I think members will remember that the catalyst, the event that triggered this realization, was
the killing, the car bomb that went off in Hochelaga—Maisonneuve on August 9, 1995, which
for the first time in the history of crime claimed an innocent victim, a young lad of 11, Daniel
Desrochers.
I do not think I am wrong to say that because of this event we as politicians realized the scope
of the threat of organized crime in our societies.
This was followed by action, which I and other parliamentarians joined in. Not only did
politicians realize the scope of organized crime. So did the agencies responsible for law
enforcement. Police forces also called for more resources.
Members will also remember that in 1997, two years after the car bombing, the House passed
a bill creating the new offence of participation in a criminal organization. A new offence was
added to section 467.91 of the criminal code, namely the offence of participating in a criminal
organization, of gangsterism.
That bill was passed very quickly. We were fairly convinced that it would provide a useful
additional tool to law enforcement bodies and police forces.
One must admit that we had underestimated the incredible adaptability to change of biker
gangs.
When we think about organized crime there are two or three realities to keep in mind. The first
one is that organized crime exists across Canada. There are 36 biker gangs in all the provinces.
The most powerful ones are those that have ties with the Hell's Angels which have managed to
set up chapters across Canada. For a long time they had been excluded from Ontario, but last
year they managed to move into the Ottawa—Vanier area.
Organized crime has three features. It is a criminal organization that is motivated by the
prospect of money and it is generally a transborder organization. It must be realized that
organized crime is involved in the import-export business. Some conditions must exist for
organized crime to prosper.
In the early 1990s, when I began to take an interest in this issue as a member of parliament, I
met a number of police officers. The officer who has been the most helpful, the best trainer
and the one who gave me the most judicious advice was at the time the officer in charge at the
Canadian Association of Chiefs of Police and the officer in charge of organized crime in the
Montreal urban community police department. This officer was Pierre Sangollo, who today is
on duty in the small city of Sainte-Julie.
Pierre Sangollo had told me “Never forget that in order for organized crime to proliferate,
prosper and expand in a society it needs at least three conditions”. It needs a society with a
minimum of wealth since organized crime gets richer through extortion, plundering, robbery
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and fraud. Therefore organized crime needs an environment where there is a minimum of
wealth.
It needs a society where there are rapid means of communication. When we look at the
strategies used by organized crime we see that its members often have contacts in the
harbours, in air traffic and in areas where one can make rapid connections with various
continents.
To proliferate, organized crime also needs a bureaucratized society. The Canadian charter of
human rights is a positive document, in its own right. Everybody is in favour of a society
where the rule of law is paramount, where everyone is equal before the law and where
constitutional protections exist. I am sure parliamentarians who passed the charter of human
rights in 1982 never expected there would be such obstacles to the fight against organized
crime, for the charter has proved to be in certain respects an ally in the proliferation of
organized crime.
I will give you an example of this. Some clauses of the charter provide that everyone has a
right to full justice. Some natural justice principles are entrenched in the charter of rights. My
colleague and friend, the member for Chicoutimi, knows that principles of natural justice are
entrenched in the Canadian Charter of Rights and Freedoms.
In the early 1990s the supreme court handed down a ruling, called the Stinchcombe ruling.
Under this ruling crown attorneys have to disclose all the evidence they have against the
accused.
When the subcommittee of the justice committee was struck it travelled across Canada.
Crown attorneys told members that a criminal investigation involving some shadowing of
members of organized crime can easily cost the state, the crown, $1 million.
With the Stinchcombe ruling members can imagine the reproduction and reprography costs
involved when there are tons and tons of documents by the boxful.
When I travelled to Vancouver I was shown, while the crown was preparing the trial of some
members of organized crime, a room the size of the House containing full boxes of documents
used by the crown to prove its case. These documents had to be copied and provided to the
defence.
This had to be done because of a principle entrenched in the charter of rights. One can imagine
how complicated it can be for those implementing the act to deal with such situations.
In order for organized crime to prosper a certain number of conditions are required: a
bureaucratized state where there are constitutional guarantees for all, a society where routes
allow transborder trade, and a society which is bureaucratized and often acts as an ally of
members of organized crime.
In spite of all this, in 1997 we passed it in good faith. I remember that the five parties in the
House at the time were unanimous. We passed the bill in less than one week at all stages. In
committee everyone worked in good faith; everyone acted quickly.
We had with Bill C-95 a new tool that we thought would be effective in the fight against
organized crime. What was that tool? It was a definition in the criminal code creating an
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infraction for gangsterism. When five people were convicted of a crime punishable by a five
year term in prison they were considered to be a gang. To take part in a gang crime, to take
part in its money making schemes and to commit a crime for gang members was punishable by
a 14 year prison sentence.
We were convinced that with this tool, Bill C-95, we could bring down the heads of organized
crime. In 1995 there were 36 biker gangs: Hell's Angels, Rock Machine, the Outriders and so
one. There were 35 of them across Canada. Believe it or not, in five years, with Bill C-95, we
have been able to press charges in only three cases.
Between 1995 and 2000 no more than three trials in all of Canada were conducted on the basis
of Bill C-95 and the new infraction in the criminal code.
Why were we not able to bring the leaders of organized crime to justice? Because organized
crime is smart. Organized crime has means. Organized crime is rich and has a formidable
capacity to adapt.
What did the leaders of organized crime do? They set their various groups up as satellites. The
Hell's Angels created affiliate clubs: the Spartiates and the Nomades, to name them. These
affiliates recruited young people without records, people who had not in the previous five
years committed an offence punishable by five years' imprisonment and who could not
therefore be brought before the courts.
This is why the crown prosecutors told us “The tool you gave us with Bill C-95 does not
work, and the definition of organized crime has to be changed”.
I would like to give an example of how ineffective the tool we adopted was. I have to say that
the government did not drag its feet with respect to organized crime. There are at least six laws
that were amended, including the proceeds of crime legislation, the Witness Protection Act,
and the law that permits shadowing and setting up storefronts legally. As lawmakers we have
been extremely busy with legislation on organized crime. It has not been a partisan issue in
recent years.
I have a number of examples. Dominic Tozzi, one of the greatest money launderers ever
caught in Canada, got out of prison two years after being sentenced to 10 years in penitentiary
for laundering $27.2 million. Dominic Tozzi laundered $27.2 million. He was sentenced by a
court of law to 10 years in prison, but with the applicable rules of law he was released after
two years.
Antonio Volpato, one of the major figures in the Montreal Mafia, was released after serving
one year of his sentence instead of six. The sentence arose from a charge of plotting to import
180 kilos of cocaine. It is rather a lot in terms of an offence.
There is also Joseph Lagana, a former lawyer and financial adviser to the mafia who served
two and a half years of a 13 year sentence for importing 558 kilos of cocaine and laundering
$47.4 million.
Even after passing Bill C-95 and amending six acts recently, there have been situations
involving known members of organized crime. We are not dealing with young offenders
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subject to the Young Offenders Act but rather known criminals capable of laundering $47
million with the support of a huge network.
These are all challenges we had to overcome in order to fight organized crime. I am sure
members all have in their ridings, and there may even be some in the gallery today, people
who think it is easy to crack down on criminal organizations. As parliamentarians we now
know that it is extremely hard and that we need much more powerful tools than the ones we
have now.
Faced with this problem the justice minister, with whom I regularly train in the gym,
introduced a bill that would change the definition of organized crime slightly. The organized
crime offence will be much easier to prove in court. It will no longer be necessary to have five
people who have committed punishable offences in the last five years. Organized crime and
the related offence of gangsterism are now defined as participating in or contributing to any
activity that helps a criminal organization achieve its objectives.
It is also provided that a well known leader of a criminal organization like Mom Boucher is
liable to life imprisonment. This is interesting. For a long time that was the problem. We were
able to convict members of criminal organizations but not their leaders.
With the proposed amendment to Bill C-24 this should be much easier to do.
I will conclude by pointing out another positive aspect of the bill. The notion of offence
related property will be broadened so that the proceeds of crime money laundering act will be
used a lot more. This is another very positive aspect of the bill.
In conclusion, every citizen must feel concerned by the issue of organized crime. Organized
crime affects all communities. It does not affect only poor communities.
I believe that Bill C-24, which can be improved on in committee, is an excellent piece of
legislation. I will be pleased to work with the hon. member for Berthier—Montcalm and with
members from all parties to improve this bill in committee between now and the month of
June.

May 8, 2001 [Standing Committee on Justice and Human Rights]
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.
… Bill C-24 also adds new legislative provisions of particular value and effectiveness in
targeting organized crime. The first set of proposals will amend the proceeds of crime
provisions in the Criminal Code. Parliament adopted proceeds of crime legislation in 1988 that
referred to the term “enterprise crime” and included some 20 offences identified as falling
within the ambit of that term. Under Bill C-24, all indictable offences except those that will be
excluded by regulation will be the subject of proceeds of crime provisions.
As we all know, organized crime operates internationally. A number of recent international
instruments and conventions contain provisions regarding countries being able to give effect to
foreign confiscation orders. In fact, Canada has used the enforcement systems in other
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countries, but it is itself unable to reciprocate. Bill C-24 will allow Canada to cooperate with
its partners by facilitating the execution of forfeiture orders issued in foreign jurisdictions.
The Criminal Code contains at the present time a limited regime whereby offence-related
property, that is, property that has been used to commit an indictable offence, may be seized or
restrained and confiscated. This scheme, however, is limited to property used in relation to the
commission of criminal organization offences. As a result of the limited application of the
forfeiture scheme, we have, as in the case of proceeds of crime, two classes of criminals: those
whose offence-related property is subject to confiscation, and criminals whose property has
been used to commit an offence but cannot be confiscated. Instruments used to commit crime
will therefore be targeted more comprehensively if Bill C-24 becomes law.
At the same time, and in order to ensure fairness in the process, a proportionality test has been
included such that no forfeiture will occur if the forfeiture of the property in question is
disproportionate to the nature and gravity of the offence and the circumstances surrounding its
commission. A further protection is made available in respect of possible forfeiture involving
dwelling houses in that the court will also have to consider the impact of a forfeiture order on
the members of the accused's immediate family if that dwelling house is their principal
residence.
I have discussed the background to and justification for the various elements of Bill C-24 and I
hope that I have at least addressed some of the questions and concerns you may have.
Canadians and other stakeholders are eager for us to enact this bill and to move on to the
important implementation stage.
I look forward to working together to ensure the speedy passage of this bill.

May 8, 2001 [Standing Committee on Justice and Human Rights]
Hon. Lawrence MacAulay (Solicitor General of Canada)

…The bill would also expand the seizure and forfeiture of proceeds of crime. As it stands, the
courts can take away proceeds of crimes such as drug traffic, murder, and fraud. Soon they
will be able to take away the unlawful proceeds of most indictable offences.
These changes will make our 13 proceeds of crime units established in 1997 even more
effective. These units, which combine the resources of the RCMP and those of other police
and government agencies, were created to target organized crime groups and seize their
criminal profits.
To date, over $100 million in criminal assets has been forfeited and fines imposed. More than
$180 million in assets has been seized and is subject to court proceedings and possible
forfeiture. The proposals in Bill C-24 will also complement our efforts and legislation against
money laundering…
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May 8, 2001 [Standing Committee on Justice and Human Rights][Entire Exchange]

Mr. Lynn Myers (Waterloo—Wellington, Lib.): Thank you very much, Mr. Chairman. I
have three quick questions.
First of all, I want to thank the ministers for being here today. More to the point, in speaking to
a number of people and Canadians across the country, I know they support the fact that Bill C24 has been brought forward. They believe it is in fact appropriate given the circumstances
and, more to the point, the problems associated with organized crime.
Minister MacAulay, I want to pick up on what was being said previously with respect to
clause 2 and proposed sections 25.1, 25.2, 25.3, and 25.4, that being that you as a competent
authority make the designations based on advice from police officers and senior officials.
When I first read the white paper of June 2000, I was a little concerned about that section. The
white paper seemed to imply that there was going to be greater interference on behalf of the
ministers. When I see the legislation as it is drafted now, it gives me greater comfort, because
it seems to me that it's more arm's-length. I think that's precisely what police officers and
people in the field wanted to see, based on their experience. I wonder how that transition took
place, from what the white paper seemed to imply, to what is in the legislation as it has been
drafted and which seems to me to be more reasonable.
Mr. Lawrence MacAulay: What do you want me to do, Lynn? Do you want me to explain
where we are now, or the consultations—
Mr. Lynn Myers: No, I think I understand where you are now. I wondered what took place
between the white paper and the legislation. The white paper seemed to be more involved. In
other words, you would have been more involved on a day-to-day basis. That's my reading of
it, anyway. I think it's a good transition.
Mr. Lawrence MacAulay: It is a very important issue in all countries, I think—and in this
one, too—to make sure solicitors general or ministers are not involved in the operational areas
of the police forces in the country.
Needless to say, the Minister of Justice and I had discussions with a lot of different groups in
this country, including a lot of different police forces and organizations, as I indicated. They
certainly also were.... How we arrived where we did arrive was with a lot of assistance from
this committee and from police organizations across the country. That is, in fact, how we got
to where we are.
As I said, when I sat down—and it is certainly a very interesting experience to sit down with
undercover agents who are, without a doubt, risking their lives in order to make sure we have a
safer society in this country—they explained to me exactly what they needed, why it has to be
them, and why it has to happen so quickly sometimes. Of course, there has to be
accountability, but there are times when a police officer who is operating undercover has to do
something fairly quickly, and he has to be able to do that without going back and getting a
whole lot of papers signed. The big thing is to make sure they are able to operate in an
effective manner in order to infiltrate these organizations.
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It is more than organized crime. The example, Lynn, too, is that if you're investigating a
murder and someone needs to do undercover work in order to obtain information that the
police feel would convict somebody, I would not know about that. All I would know is that
these people are designated, but I should not know about the specific case. What they have to
be able to do is have the authority to send these people in and be able to collect the evidence in
order to convict the person. That's why it's not just specifically organized crime. If it's murder
or other things, they have to collect the evidence for that.
Mr. Lynn Myers: I applaud your ability to hear that message, because it seemed to me the
message in the white paper was that we don't trust police to be able to do the job. What you're
now saying, though, in effect, is that you do trust the police to do their work, and I applaud
that.
Mr. Lawrence MacAulay: Not only do we trust the police, Lynn, the people of this nation
trust the police in this country, which is very important.
Mr. Lynn Myers: When I was the head of the Waterloo Regional Police Service—700 police
officers in a population of about 450,000 people—one of the things I saw, not on a daily basis
but certainly from time to time, was the lack of coordination that exists between some of the
policing authorities—in other words, provincial police, the RCMP, and local regional police.
I'm glad to see that's being addressed, but I'm wondering if you could elaborate a little bit more
about the kinds of efforts you're putting into this matter, because it seems to me that until and
unless we get the full cooperation of policing services across the country, it's something to
strive for, it's something important, and it's something that's required. I'd like to hear what you
have in mind in terms of making sure that is a constant and a given.
Mr. Lawrence MacAulay: Well, Lynn, yes, last September the Minister of Justice and I had a
meeting in Iqaluit with provincial and municipal counterparts. We announced a national
agenda to combat organized crime.
What we're trying to do is make sure we have much more of a coordinated effort on research,
and enforcement, and as Anne indicated, in legislation. In fact, that's how you reach a general
consensus as to what the best approach is to use in legislation like this. If you involve all the
players, you're going to have better cooperation.
That's what's taking place with this piece of legislation—making sure we involve as many
people as we can. That's why the meeting last September, the meetings previous, and
hopefully the meetings down the road are so important to make sure you have a coordinated
effort in order to fight organized crime.
The problem is you can duplicate services, you can duplicate actions, and with that you waste
funds—much needed funds—in order to fight the enemy, which is organized crime. I certainly
believe we're on the proper track, but there's always need for changes.
The Chair: Thank you very much.
Mr. Cadman, three minutes.
Mr. Chuck Cadman: Mr. Chair, I think we all recognize the international scope of organized
crime. We can't do it all by ourselves.
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I was just wondering if you could elaborate to an extent on what degree you've involved your
colleagues in Immigration and Foreign Affairs in this.
Ms. Anne McLellan: You're right, to effectively fight organized crime, you not only have to
have an effective domestic strategy, but you have to be working with your international
partners, since organized crime, because of technology primarily, knows no borders—
especially if you're looking at crimes like money laundering, since because of technology you
can move money around from country to country quickly and fairly secretly.
We—my colleague the Solicitor General and I—obviously understand that if we are going to
have an integrated approach to organized crime, we not only have to work with the provinces
and the territories, local, provincial, and federal police forces, but you also have to work with
colleagues such as the minister for national revenue, who is responsible for customs and is on
the front lines of our anti-smuggling initiatives. We also have to work with the minister for
immigration, because tragically, one of the new profit centres for organized criminal
associations is human-smuggling.
Internationally, we discussed this in Milan a few months ago, there is this whole developing
area of what we would describe as effectively a slave trade in which women and children,
primarily female children, are sold into sexual slavery and other forms of slavery and brought
across borders illegally and unknown to law enforcement authorities.
We're very aware of the kinds of problems that are emerging and the new profit centres,
tragically, for organized crime, and we all have to work together. In fact, we and our
officials.... Everything you see today is the result of interdepartmental meetings and
discussions that involved our colleagues in key departments like national revenue and
immigration, because they have important pieces of this and we all have to be working
together.

May 8, 2001 [Standing Committee on Justice and Human Rights][Entire Exchange]
Mr. Stephen Owen (Vancouver Quadra, Lib.)Thank you, Mr. Chair, Ministers.
I have two observations that each minister may want to comment on. One is with respect to the
ports police. We've heard many comments over the last few years about the elimination of the
ports police. I'd like to reflect on our experience in Vancouver and wonder, perhaps to the
Solicitor General, whether this is something that's common across the country. Not to
exaggerate the situation, but the ports police in Vancouver were spectacularly unsuccessful in
identifying and investigating cases of smuggling through the port. At the request of the
Vancouver city police, working in cooperation with the RCMP, the decision to eliminate the
ports police was supported. Funds were given over to the coordinated, concentrated, and much
more effective, it turns out, operation of RCMP and city police, to have extra resources to take
over that role.
Is this something that has happened across the country as well? Because we continue to hear
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concern about the elimination of ports police, as if this is somehow a reduction in the
effectiveness and the resources going to this investigation of crime.
The second observation is with respect to the increasing complexity of police investigations
and prosecutions. Particularly with respect to organized crime and around such things as
disclosure rules, proceeds of crime rules, now extra definitional rules, search and seizure, and
wiretap evidence, it's increasingly important that lawyers be involved to give advice to the
police at earlier and earlier stages if we're going to have successful prosecutions. And yet in
this country, distinct from the United States, we have a tradition of recognizing the different
roles of police investigation and crown counsel prosecuting crime.
I wonder if the Minister of Justice might have some comments on how we're going to respect
that distinction in role while police and prosecutors become more entwined at an earlier and
earlier stage.
Mr. Lawrence MacAulay: Thank you, Mr. Owen. The fact of the matter is, the RCMP and
Canada Customs, as you indicated, are both very active in this area of watching the drug flow
and making sure that the RCMP fulfils its mandate in that area.
There was some concern previously, and of course that's why changes are made. Changes are
made in order to improve, to make sure the funding allocated, no matter who gets it—all the
dollars are ours, nationally—is spent as effectively as possible. With the cooperation we've
had with the RCMP and Canada Customs, and with the municipal police, it is, in fact, more
effective.
Ms. Anne McLellan: In relation to your second point, Stephen, I'm going to let Yvan tell you
about some of the things we are doing, and perhaps some of the changes we've made to better
integrate, at least in certain ways, advice from lawyers working in and around proceeds of
crime issues in terms of their advice to police.
I'll turn it over to Yvan.
The Chair: Try to be brief. We have a couple more and only two minutes left.
Mr. Yvan Roy: I'll try, thank you, Mr. Chairman.
You have those integrated proceeds of crime units, 13 of them in the whole country, where
lawyers working for the Department of Justice are involved. However, in order to protect the
need for crown prosecutors to be independent, they do not make the determination as to
whether charges should be laid or not. They give advice as part of the investigation but they
don't make the final determination as to whether we're going to court with these cases, for the
very reason you give—that is, trying to keep the balance between giving advice on the one
hand, and on the other, making the decision at the end of the day that a case should go to court.

May 8, 2001[Standing Committee on Justice and Human Rights][Entire Exchange]

Mr. Dave Douglas (Chief Officer, Organized Crime Agency of British Columbia): Thank
you, Mr. Chairman.
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It's a joint presentation this afternoon. I'm going to make some opening remarks concerning
the organized crime situation in British Columbia. Then Inspector Ryan from our proceeds of
crime unit is going to talk specifically about Bill C-24. His speaking notes are available to this
committee, and a copy has been given to the clerk.
In British Columbia, it's safe to say, the face of organized crime has changed a great deal in the
past five years. British Columbia, like the rest of the country and the law enforcement agencies
around this country, faces unprecedented challenges.
Globalization is a factor. When we look at the map of the world, we see borders, but when
organized crime looks at that same map, they see no borders, no jurisdictional boundaries, just
a seamless capability for criminal activity. This has created a tremendous international
movement of criminals and related commodities, especially in British Columbia, where the
geography of organized crime kicks in with seaports, airports, extended border and coastline.
We're faced with the challenges of what we call the fusion of these criminal groups. Organized
crime groups now are run like corporations, because they see the benefits of cooperation.
They've developed non-traditional alliances, and the turf wars of the past that caused internal
disruption are gone. They're now pooling their resources for a common criminal purpose.
These groups have become very entrepreneurial and are involved in multi-commodity criminal
activity, which crosses over traditional law enforcement stovepipes, such as drugs, customs,
and immigration.
• 1535
We're faced with the challenges of the new technological age. The technology that fuels
legitimate activity also fuels criminal enterprise. A wide variety of transnational organized
crime groups are heavily involved in cyber-crime. Russian organized crime recently attempted
a cyber break-in of Citibank in an effort to steal $10 million, and we see traditional Italian
organized crime moving toward online Internet gambling. They see it as an emerging trend.
They've done the risk assessment, and it involves less risk than drug trafficking.
We're faced with the challenge that our police cellphones and pagers are monitored and
intercepted by scanners and computers. The Hell's Angels are using the Internet to send
encrypted messages between chapters. Proceeds of crime are used to finance legitimate
companies, which creates unfair competition. In the Haney chapter of the Hell's Angels you'll
find 32 legitimate online trading businesses.
So what does this mean for us in law enforcement? In B.C. all of our investigations go
international immediately.
We are now faced with the aspect of Asian organized crime, which is laundering in excess of
$1 million a day in British Columbia. The moneys are being sent offshore to be reinvested in
real estate and businesses in China and Vietnam. These businesses are sold off, and the money
is reinvested into illegitimate and legitimate businesses here in Canada.
The solution to organized crime, as I've said before, lies in the political will, funding, and
police leadership. From my perspective I've seen that political will evolve over the last year or
so. With police leadership we are beginning to mirror organized crime, developing local,
national, and international partnerships; allocating our scarce human, fiscal, and material
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resources to our priorities; pooling our expertise; utilizing geography and technology to our
own advantage; and being innovative in the process.
In the area of funding, I think the government has to be innovative. The government has to
recognize the contribution of other provincial police agencies in this country besides the
RCMP. The Organized Crime Agency of British Columbia, like other provincial police
agencies, has a mandate to fight organized crime nationally and internationally.
In reality police agencies such as ourselves can only expend approximately 8% to 10% of our
existing police budgets on actual front-line policing projects to address the organized crime
situation in Canada. We need a mechanism whereby we can come to the federal government to
obtain funding for specific projects that have a national interest, such as the Hell's Angels or
Asian organized crime. Right now that mechanism is not in place. I'm certainly not afraid of
reaching any benchmark of accountability that would be placed on such funding.
With our current operational model, I'm confident that we will succeed in having the necessary
impact on organized crime.
Inspector Mike Ryan (Proceeds of Crime Division, Organized Crime Agency of British
Columbia): Thank you, Mr. Chairman.
I'll be reading from a prepared text, which Chief Douglas indicated had been handed out
earlier. British Columbia has always placed a priority on attacking the financial basis of
organized crime and offences committed to benefit criminal organizations. That must continue
to be a priority in order to effectively stop criminal activity. To accomplish this it is paramount
that some of the provisions of Bill C-95 be retained and expanded, specifically matters that
relate to restraining and forfeiting proceeds of crime. Also, those provisions that extend part
VI, wiretap authorizations and access to income tax information in relation to criminal
organizations, must continue in order to ensure that the police have the necessary means to
investigate organized crime.
Bill C-24 may, however, fall short in its effect on organized crime at an international level.
Where a group of three or more persons—and persons in the Criminal Code may be real or
corporate persons—has as one of its main purposes or activities the facilitation of one or more
serious offences, presumably some or even all of those three persons may be located outside of
Canada. While the most visible aspect of organized crime is often the acts of violence and
drug abuse on the streets of Canadian towns and cities, those events are often caused by
competition between rival groups regarding international distribution systems. The true power
base and decision-making process are often in another jurisdiction. This legislation must
include some consideration of the international aspects of organized crime in order to be
effective.
Precedents for this suggestion can be found at part XII.2 of the Criminal Code, section 462.31,
which covers acts or omissions that occur anywhere in regard to money laundering if those
acts or omissions constitute an enterprise, crime, or designated offence in Canada. Also, at part
IX, section 354, where acts or omissions respecting the possession of the proceeds of crime
occur anywhere, if they had occurred in Canada, it would constitute an offence. These two
offences were constituted to recognize the fluidity of criminally derived wealth, which flows
easily through international boundaries.
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• 1540
Criminal organizations are similarly fluid, as their members' acts of facilitation and material
benefits recognize no boundaries. Consider what might occur where frauds, stock market
manipulations, or weapons trafficking are committed by an organized crime group that
structures itself so that one of the requisite three components is not located in Canada. In order
to advance prosecutions with regard to money laundering and the possession of the proceeds
of crime, it is necessary to prove the substantive offence from which the criminal benefit was
derived. If the offence of participation in a criminal organization cannot be established due to
international structuring, it may be impossible to attack the proceeds of crime derived from
that activity.
Also, Bill C-24 states that the substantive offences must be indictable offences of five years or
more or any other offence set out in the schedule. It was an anomalous situation that gambling,
prostitution, and some other signature offences of organized crime were not caught by Bill C95. All indictable offences should be included so as to make the application fully
comprehensive and thus allow police and prosecutors to move forward with organized crime.
By listing offences we can expect to encounter the problem that certain offences will not be
part of the legislative scheme when they are needed to counter organized crime. Advances in
communication technology will create new methods of committing all profit-generating
crimes, some of which have been and others that have not been heretofore utilized by
organized crime groups.
All crimes related to the financial industry and the developing world of e-commerce must be
considered under the umbrella of this legislation. For example, we are predicting that Internet
gambling will become extremely significant to organized crime and money laundering. Yet
Bill C-95 did not capture that offence as it was not punishable by imprisonment of five years
or more.
The most important question surrounding Bill C-24 is whether the elements of the offence can
be proven in court. While some maintain that the elements of the existing criminal
organization offence are extremely difficult to prove without a confession, adequate
intercepted communication, or gang member turned witness, the significant issue presented by
this legislation is whether it will be seen as charter consistent.
What is of particular concern is whether proposed subsections 467.1(1) and 467.1(3) will
survive, given that there is no requirement to demonstrate that the accused was a party to the
offence. These provisions are reminiscent of the murder felony rule that was struck down as
not having the required level of intent. The structure of this amendment breaks new ground on
the required mental and physical elements and sets undefined points of intent.
The expansion of the definition of offence-related property beyond that which has been found
in the Controlled Drugs and Substances Act and what has been introduced in the Criminal
Code by Bill C-95 will be an extremely significant benefit to law enforcement. The seizure
and forfeiture of the instrumentalities from a broader range of offences will serve to have an
immediate deterrent financial impact as well as a punitive impact.
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Similarly, the expansion of the definition of those offences from which the proceeds of crime
can be seized and forfeited will also be a significant benefit. This could correct the situation
where police investigate organized crime groups that specialize in the lucrative manufacture of
counterfeit credit cards contrary to section 342 but cannot restrain or seize the proceeds of
crime arising from that offence as it is not currently defined as an enterprise crime offence.
Also, there is a need to broaden access to income tax information to all designated offences, as
that access is not overly intrusive and is now available only in drug and criminal organization
investigations.
The initiatives to deal with intimidation are also seen to be of significant value. However,
again, where the offence is applicable only to criminal justice participants, the protection
should be conceptually expanded to include all vulnerable persons. It may be possible to
develop no-go zones or bubble zones akin to the peace bond provisions of the Criminal Code.
What is clear is that it will become incumbent upon law enforcement to demonstrate the threat
posed by organized crime. While this is an extremely difficult task, given the secretive nature
of organized crime, there must be constant liaison between front-line investigators,
prosecutors, and those in government who formulate criminal law policy to ensure that police
have modern, charter-consistent legislation to take on criminal organizations in their totality.
• 1545
We must remember that criminal organizations do not operate in watertight compartments of
drugs-only or Criminal Code-only offences. Criminal organizations engage in offences under a
range of federal and provincial statutes.
At the Organized Crime Agency of British Columbia, we have designed our enforcement
approach to combat this problem from this perspective. Therefore, it is necessary that we also
approach the prosecutional function from this perspective as well. There must be serious
consideration given to the formation of joint federal-provincial prosecutional units to
effectively marshal all resources against organized crime.
Thank you.
The Chair: Thank you very much.
And now we turn to the Canadian Police Association and le Fédération des policiers du
Québec.
Mr. Mike Niebudek (President, Ontario Association of Mounted Police; Vice-President,
Canadian Police Association): Thank you, Mr. Chair.
My name is Mike Niebudek. As you mentioned, I am vice-president of the Canadian Police
Association. With me today is Mr. Yves Prud'homme, who is also a member of our association
and also the president of the Fédération des policiers et policières municipaux du Québec. Mr.
Prud'homme will address some issues after my presentation.
Organized crime effects all Canadians. It undermines our economy, reduces our security, and
threatens the integrity of our political institutions. In the Province of Quebec, where organized
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crime gangs have battled for territory, 150 murders have occurred over the past decades,
including the murders of two prison guards and several other innocent bystanders.
The Canadian Police Association recently surveyed front-line police officers—investigators
responsible for organized crime investigations in their jurisdictions. More than 50 investigators
from coast to coast have responded. There is virtually agreement among these investigators
that Canadian police agencies are presently ineffective in controlling organized crime in
Canada.
The Canadian judiciary has not utilized existing legislation and available remedies to deal
effectively with convicted criminals. Bill C-95 has not provided sufficient legislative support
to fight organized crime.
Existing immigration laws and enforcement are not sufficient to deal with criminals
originating form outside Canada. Police services do not have adequate funds for organized
crime investigations. Greater priority needs to be placed on training and technology. Issues
concerning territory, resources, and sharing of information continue to arise between agencies.
Making participation in a criminal organization a crime—it is ironic that those who choose to
flagrantly live outside the laws of Canada are the first to seek refuge and protection from those
very same laws when confronted with prosecution. Availing themselves of the best legal
defence money can purchase, sophisticated criminals will challenge complex legal issues and
strict technical compliance of changing rules of law enforcement.
We are pleased by the response contained in Bill C-24, which provides, first, escalating
measures for various degrees of involvement with criminal organizations; secondly, a
simplified definition of criminal organizations to address existing concerns; and thirdly,
consecutive sentencing and increased parole ineligibility for people involved in organized
crime.
Rehabilitation is ineffective in dealing with people who have made a lucrative living profiting
on their illicit activities. Our sentencing and release practices should in fact focus on tougher
measures to deter participation, provide meaningful consequences for criminal activities, and
encourage participation with law enforcement by providing evidence against others within
their organizations.
Our second point is on protecting people in the justice system from intimidation. The
Canadian Police Association has called for greater protection for witnesses, victims, jury
members, officials, police officers, and informants who are targeted by organized criminals to
defeat the course of justice. With the growth of organized crime in our communities, we are
seeing much bolder and aggressive acts by criminals against those who stand in their paths.
Police officers, jail guards, judges, members of Parliament, prosecutors, and members of the
media have been subjects of threats, intimidation, and violence. We support the proposals to
strengthen the offences that deal with these types of conduct. We must be supported, however,
with vigorous prosecution and tough sentencing practices to instil meaningful consequences
on the abhorrent acts.
An investigator assigned to the proceeds-of-crime unit to address the proceeds-of-crime
amendments involved in this legislation has told the Canadian Police Association that finding
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cases for proceeds-of-crime investigations was like “shooting fish in a barrel”. His ability to
conduct investigations was limited, however, by legislative demands and resources.
• 1550
The proposals contained within Bill C-24 expand the scope of enterprise crimes for asset
seizure and for exporting orders and broaden the application to any property used in the
commission of a crime. These amendments address a number of shortcomings of the existing
law, and we support the proposals.
[Translation]
Fourthly, law enforcement officers must be protected. On April 22, 1999 the Supreme Court of
Canada, in the decision of R. vs Campbell and Shirose, ruled that the principle of Crown
immunity does not cover the actions of a police officer who violates the statute,
notwithstanding that those actions were taken to further a bona fide criminal investigation.
A broader base of exemptions for police officers involved in criminal investigations is
required to ensure effective enforcement and adequate protection for police officers from
criminal liability.
The Canadian Police Association has passed resolutions at our 1999 and 2000 annual general
meetings, calling upon the Solicitor General of Canada and the Minister of Justice to introduce
a statutory exemption regime that would permit effective enforcement and afford sufficient
protection from liability for police officers engaged in all types of criminal investigations.
We have one issue of concern, however, with the concept of limiting immunity from certain
acts. We submit that a test of reasonableness would, in any event, prevent the granting of
immunity from acts such as recklessly causing death or bodily harm, sexual offences, or
obstructing the course of justice.
By prescribing these limitations within law, however, we are essentially flagging for
sophisticated criminals the types of crimes that will be demanded of their subject in order to
establish loyalty and preclude infiltration. This may in fact cause greater harm than good, and
we have expressed reservations about this approach.
In conclusion, Mr. Chairman, we are pleased to convey our support for this legislative
package. There remain, however, issues that still need to be addressed and we would like to
enumerate several of these for your information.
Colleagues have told us that some investigations have reportedly been abandoned due to the
high cost of maintaining wiretaps, including the cost of monitoring, translation and
transcription. Others fail to get off the ground.
For example, we need to streamline the criteria for obtaining warrants and electronic
surveillance orders for organized crime offences.
Disclosure requirements place onerous obligations on the Crown and law enforcement to copy
all documentation and materials, including sensitive witness or victim information, with little
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regard for cost or efficiency. Efforts to use electronic means for transfer, such as CD-ROM
disclosure packages, have generally been rebuked by the defense bar and judiciary.
There is a desperate need to strengthen our correctional system to restrict the illegal activities
of organized criminals within our correctional institutions.
We must provide greater funding, technology and protection to our borders to prevent the
smuggling of illegal contraband, including people, drugs, child pornography and firearms.
Sophisticated organized crime groups are exploiting technology, yet police services struggle to
adopt new and emergent technologies and methods.
Ultimately, the federal government has to invest sufficient resources to provide ongoing
support for a comprehensive multi- jurisdictional inter-agency approach.
I will skip some of my notes in order to allow my colleague from the Quebec Federation of
Police Officers to elaborate on these points.
The Canadian Police Association advocates the development and implementation of a strategic
national response to organized crime, providing greater priority, funding, support and
coordination for local, provincial and federal police jurisdictions.
In closing, we appreciate the attention that the Minister of Justice, the Solicitor General of
Canada, their officials, and the members of this committee have dedicated to this effort, and
we are pleased to convey our appreciation and support.
• 1555
The Canadian Police Association remains committed to working with the members of this
committee, the government of Canada, and other stakeholders, to address this significant
public safety concern.
Thank you. I will now give the floor to Mr. Yves Prud'homme, President of the Federation of
Quebec Municipal Police.
The Chair: Thank you.
Mr. Yves Prud'homme (President, Fédération des policiers et policières municipaux du
Québec, Canadian Police Association): Mr. Chairman, members of the committee, ladies
and gentlemen, honourable members, I would like to thank you all for having allowed us to
meet with you in order that we as well as the representatives of the Canadian Police
Association present our comments on Bill C-24.
I would briefly remind you that the Federation of Quebec Municipal Police is an organization
representing 120 union associations and over 8,800 municipal police officers throughout
Quebec, including, obviously, the Fraternity of Police Officers of the Montreal Urban
Community,
As you are no doubt aware, the increasing phenomenon of organized crime in Quebec,
specially biker gangs, has led different police organizations to ask the legislator for antigang
legislation in order to counter this specific type of crime.
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In 1993, as President of the Montreal Urban Community Police Department Fraternity, I
denounced the absence of legislative means and resources, both financial and human, and
requested that the various governments support their police officers in the fight against this
scourge. The government answered our concerns in part, but the complexity of Bill C-95,
adopted in 1997, made our jobs just about impossible.
Today, we would like to congratulate the Minister of Justice, the Honourable Anne McLellan,
for Bill C-24, which in a certain sense corrects what was lacking with the previous bill. We all
agree that these criminal biker gangs are, in every aspect, gangs of individuals without
scruples who do not hesitate to commit crimes, each and every one heinous, sometimes and
even often leading to the death of innocent victims. These exceptional types of crimes require,
in our opinion equally exceptional means to put an end to these acts of extreme violence.
We feel that Bill C-24 does not go far enough sending a clear and equivocal message to those
working in this milieu.
Aside from the measures contained in Bill C-24, we feel that the government should envisage
harsher deterrents, such as reverse onus, which would mean that the accused would have to
demonstrate that they are not guilty of the offenses with which they are charged and the Crown
would have to demonstrate that the charges laid and offenses committed are related to
organized crime. This reversal of the onus should also apply to the proceeds of crime and
specifically to the profits of organized crime and goods seized. Therefore, it would be up to the
people affected by this measure to demonstrate that their goods do not come from the proceeds
of crime.
As to access to parole, we feel that the proposed changes are insufficient. In our opinion,
legislation should deny access to parole for those individuals who are found guilty of
organized crime related offenses.
As to the resources required to efficiently combat these very wealthy criminal organizations,
they are clearly deficient. On April 20th, we sent the Right Honourable Jean Chrétien, Prime
Minister of Canada, a letter indicating how disappointed we were as to the sums allocated to
fight this type of crime.
In fact, no new money has been added to the budget of municipal police organizations who
participate in joint task forces with our police provincial and federal police brothers and
sisters. Without the funding, it is impossible to increase the number of police officers and, by
the same token, efficiently fight this type of crime.
To sum up, Mr. Chair, we support many of the amendments put forward by the minister, but
we are seeking a more hardline approach in the hope that one day our zero tolerance policy
will be an effective deterrent on organized crime.
Thank you for your attention.
The Chair: Thank you.
[English]
Finally, the Canadian Bar Association.
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Ms. Joan Bercovich (Senior Director, Legal and Governmental Affairs, Canadian Bar
Association): On behalf of the Canadian Bar Association, thank you for the opportunity to
appear before you today.
As many of you know, or all of you know, the Canadian Bar Association is an association of
over 37,000 lawyers across the country, and our national criminal justice section represents
both crown prosecutors and defence attorneys from across the country. Our submission will be
presented by Greg DelBigio today. Mr. DelBigio is an active member of our section and has
appeared before this committee and others on various criminal justice matters over several
years. He will present the submission and will be happy to take any questions that you might
have.
Thank you.
Mr. Greg DelBigio (Member, National Criminal Justice Section, Canadian Bar
Association): Thank you. I am pleased to be here. I want to thank you for the opportunity. I
am pleased to be making a presentation at the same time as these police groups.
This bill is of enormous significance. We received two days' notice of this hearing, so my
submissions today are not going to be complete, but silence or a failure on my part to address
some points should not be interpreted as acknowledgement by the CBA or an endorsement of
the provisions that I do not speak to.
The themes I'm going to speak to today are whether there's a demonstrated need for a
significant change to law. Is there evidence of necessity? Is the bill an appropriately measured
response to needs that exist? Once again, the CBA takes the position that some of the proposed
changes are very significant; they fundamentally alter some provisions of law as they now
exist.
I listened to the police groups speak and to their submissions, and I hear frustration. There's no
doubt that policing is a difficult task. I have no doubt that funding would improve their
opportunities to attain the objectives that they work to do. I hear them speak of proceeds of
crime, and it might be that responding to proceeds of crime and money laundering is an
effective way to attack organized crime. But the bill goes far beyond that.
The concern that the Canadian Bar Association has is the maintenance of the rule of law. The
Supreme Court of Canada said that it is a deeply ingrained value in our democratic system that
ends do not justify means. Frustration with the current ability to enforce law in an effective
way must not give way to responses that are not measured and that are not necessary. If there
is treachery in the criminal element, it does not follow that the police must be allowed to be
equally treacherous. Such reasoning tears at the fabric of our democracy. Such reasoning
undermines our rule of law. It is imperative above all that the rule of law be maintained.
The CBA takes the position that the evolution of law must be slow and measured, and it's only
then that it's possible to determine the efficacy of any change that might be brought about—
whether a change will enhance the ability of the police forces to obtain their objectives, or
whether the change will operate in a way that is undesirable. Slow change is needed for that
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reason. Historically, the law has evolved in slow and measured ways. But this bill departs from
that. Rapid change in law may disrupt the law in ways that cannot be predicted….
Mr. Dave Douglas: I'd like to make a brief comment on the number of Bill C-95
investigations that we have ongoing in British Columbia. The difficulty with that legislation
and putting it into an effective enforcement model is sheer dollars. It costs anywhere from
$1.25 million to $1.5 million to investigate one colour-bearing member of the Hells Angels.
These groups have formed themselves into a cellular structure. They're difficult to infiltrate.
Once you get in there, it's costly to continue that investigation. It takes a long time.
In Edmonton recently—it's an ongoing case right now, the first test of the new anti-gang
law—there are 33 accused, plus two corporations, on charges of conspiracy, money
laundering, and drug trafficking. The trial should last six months. The crown's case involves
70,000 pages of documents, 450 tapes containing 4,300 conversations, and the jury will be
required to bring in more than 200 verdicts. So this is a huge project, never mind for the
police, for the judiciary too.
I think it boils down to, first, the ability of the police to investigate criminal organizations via
Bill C-95, and that comes back to the leadership issue, where we're focusing and allocating our
resources to our hard priorities and our hard targets. Furthermore, down the road, it involves
the ability of the judiciary to handle the sheer volume of that kind of testimony.
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Mr. Dave Douglas: Within the agency we have a ports component, which is a joint force
operation with the RCMP, ourselves, Canada Customs, the ports corporations, and it's a
component within the agency that strategically targets those kinds of organized crime groups
around the ports. The Hell's Angels, I believe, have 37 members on the longshoremen's union
there.
We've been very successful in the past three or four months in making numerous seizures at
the port of Vancouver, both in the container port and other ports over on Vancouver Island.
And we're successful at it because we strategically target key groups for enforcement. I think
the sheer volume of container traffic there is somewhere in the neighbourhood of 1.5 million
containers a year. So trying to detect it in any other way is almost impossible, unless by sheer
luck.
• 1655
But as I said before, by strategically targeting for enforcement those key groups who use the
port of entry, we've been very successful in the last few months with seizures of tonnes of
marijuana in containers, alien smuggling, and 2.5 tonnes of cocaine that were seized just off
the coast of Vancouver Island. We've been very successful.
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Mr. Chuck Cadman: As a percentage, how much are you actually nailing?
Mr. Dave Douglas: I'll give you a good example of this. Through the intelligence that was
gained in the investigation of a recent case that involved 200 kilograms of heroin in a
container that was seized, the day these people were arrested—and this is a three-year
investigation that cost $7 million—there was another seizure taken in the Toronto area.
They were talking about holding back on distributing the 200 kilos of heroin so the price
would be driven up in Canada and they'd make more money at it. Meanwhile, back at the
ranch, because they're figuring they're going to make more money at this, they're ordering
another container. In the end, we found they had already brought in 17 containers in the past
year that we didn't know about. So what are we getting? It's hard to say. There are huge
amounts of narcotics coming in through that port.
The Chair: Thank you very much.
Ms. Sgro.
Ms. Judy Sgro (York West, Lib.): In regard to the proceeds of crime that we talk about a lot,
are you seeing any of the benefits down at your local level? This is, in particular, to the fellow
from British Columbia who talked about it.
Insp Mike Ryan: Under the Seized Property Management Act and the regulations, any
investigations that are prosecuted federally within British Columbia see those forfeited
proceeds accruing to the federal government.
We raised this issue with the province in approximately 1997, and I'm aware that the province
has written on the matter. At this point in time, the last information I had was that British
Columbia does not feel that it's receiving its fair share of distribution from the federally seized
proceeds-of-crime program.
Mr. Dave Douglas: I would make one comment on it. In every investigation or project that we
build and the major case model that we use to start up our projects, we build in a proceeds-ofcrime component. The only way to disrupt and suppress organized crime is to go after the
assets. The deterrent just isn't there, so the only way to do it is to seize the assets.
In the last year we have seized in excess of our own budget in cash. We've paid for ourselves
in the last year just on sheer money seizures. As I said in my opening remarks, we're faced
with, from just one Asian group, Big Circle Boys, $1 million a day being laundered out of
British Columbia.
I would say marijuana cultivation is huge. It has to be the number-three export of British
Columbia right now.
We're making an impact, but we can get better at it, and we are getting better at it by focusing
on key people for enforcement.
I'll give you an example. We target a group, and the coordinated enforcement plan involves
two red dots in the middle of this cell. We use the intelligence gained through part VI
intercepts to go in and take out those two people with significant money. Within two weeks,
there were $2.3 million seized from that one group alone, along with the fact that the seizure
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of marijuana was in the millions, the product ready to go south. There's a huge market south of
the border.
The Chair: Thank you very much.

May 8, 2001 [Standing Committee on Justice and Human Rights][Entire Exchange]

Mr. Peter MacKay: Thank you, Mr. Chair.
I'm wondering, from both police and Bar Association perspectives, given some of the concerns
that are going to result from the inevitable charter challenges, if it would warrant exploring
having this referred to the Supreme Court for a reference, to avoid the inevitable expense and
distraction from the real fight against organized crime that is going to result in the prosecutors,
in my view, carrying the dual purpose of prosecuting the case and, essentially, preparing the
case for the federal government to fight in the Supreme Court of Canada, which is where it
will ultimately be resolved. So wouldn't we really be well advised to get this done at the first
instance, have the aspects, particularly, of suspension of the normal guidelines that would
attach to police behaviour referred to the Supreme Court, and proceed with other elements of
this legislation that we can all see the common good in?
Mr. Mike Niebudek: You're talking about specifically the immunity issue?
Mr. Peter MacKay: The immunity elements of this Bill C-24.
Mr. Mike Niebudek: I suppose the Attorney General of Canada could ask for it. How long
would that take, how long a process would it be, could it be fast-tracked in order to address the
concerns that...? I think it all comes to the issue of the Shirose and Campbell decision, as far as
their recommendation is concerned. The judgment, I believe, did not address the fact that it
should specifically be thrown through the judicial system, but I believe it only specified that
the legislator needs to address it. So if it's done in a very succinct and quick manner, I don't see
any opposition to that avenue.
Insp Mike Ryan: Mr. Chairman, I'd like to point out that there already exists in the Criminal
Code and in the CDSA 3 examples of police immunity. Under the CDSA police regulations
the police are allowed to traffic in narcotics. That is already within the fabric of Canadian law.
The second example is the money laundering legislation, section 462, which allows police
officers and police agents to launder money if acting under the direction of a police
investigation. The third is possession of the proceeds of crime. So we do have some of those
exemptions already in place.
The Shirose and Campbell portion of this legislation does present certain broad parameters for
police conduct, but the police conduct that I think, from my experience as a police officer, is
most encountered is the spontaneous moment when someone gives you a credit card and tells
you to go and buy a stereo, and it's a stolen or counterfeit credit card. There is no time for
judicial authority. At the end of the day, the police are accountable for the damage and loss of
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property. I think the court of public opinion will keep the police accountable for serious
breaches of criminal law that this legislation provides for.
Mr. Greg DelBigio: The decision with respect to reference is a difficult tactical decision.
Often facts will assist constitutional litigation. At the very least, though, it would be necessary
or appropriate that there be full representation by all groups with interest, a full complement of
interveners, in this type of litigation, if it should exist. With respect to the three examples of
police immunity, I believe, at least in British Columbia, there is right now a challenge ongoing
with respect to the CDSA provisions, but it's still at the trial court level, so at a very early stage
of test.

May 9, 2001 [Standing Committee on Justice and Human Rights]
Hon. Lawrence MacAulay (Solicitor General of Canada, Lib.)
Thank you, Mr. Chairman. I'm pleased to be here again today to discuss the spending
estimates and the priorities of the portfolio of the Solicitor General.
Joining me is the Deputy Solicitor General, Madame Nicole Jauvin; RCMP Commissioner
Zaccardelli; the Commissioner of Correctional Service Canada, Ms. Lucie McClung; the
acting chair of the National Parole Board, Madame Renée Collette; and the director of CSIS,
Mr. Ward Elcock.
As you know, last week I announced the appointment of Mr. Ian Glen as chair of the National
Parole Board. He will begin his duties on May 22, and I am sure he will be pleased to meet
with members of this committee in the near future. I would like to take this opportunity to
thank Madame Collette for her hard work over the past number of months as acting chair of
the parole board.
Before we take questions, I would like to update you on what we've done over the past year
and how we plan to maintain and improve our country's public safety in the year ahead.
Since my last appearance before this committee, we've taken action on many fronts in a
balanced approach to making Canada safer, and we've focused on prevention as much as
punishment.
Some of the work includes: tough new money-laundering legislation and the creation of a new
Financial Transaction and Reports Analysis Centre of Canada; a new law that makes criminal
records of pardoned sex offenders available for background checks, giving further protection
to children; proposed legislation to preserve the integrity of our charities by preventing groups
with links to terrorists from getting or keeping registered charity status; new resources for
police and customs to monitor smuggling activity in the light of tobacco tax increases put in
place last month; and responding to the needs of victims, following recommendations by the
committee after its review of the Corrections and Conditional Release Act.
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But it's in the area of organized crime that we have taken our most aggressive steps. Most of
you may recall that the federal, provincial, and territorial ministers responsible for justice
unanimously declared organized crime a national priority.
Last September we agreed on a national agenda to combat organized crime. The agenda
commits us to cooperate in a number of areas: we created a new process to coordinate policy
and priorities, with a committee of deputies reporting to us each year; we agreed to work
together to develop laws so that police and prosecutors have the best tools possible to fight
organized crime; we agreed to start national data collection on organized crime so that we
have a better sense of its impact in communities; and we agreed to support public education
and crime prevention, because communities should be active partners in addressing local
problems. We have already seen some results.
• 1535
In April, the Minister of Justice and I announced aggressive new measures in proposed
amendments to the Criminal Code on organized crime and law enforcement and new funding
to fight organized crime. Bill C-24 is the result of wide consultations with provinces and
police. As I indicated yesterday, the bill reflects the work of the subcommittee on organized
crime and has received the support of our provincial partners and police.
New resources will be used to put the new legislation in place and build on the government's
investment in other areas, like the $584 million that the RCMP received in the 2000 budget for
organized crime enforcement, improved national police services, and new communication
systems.
On the world stage, last December, Canada was one of over 100 countries to sign a first-ever
UN Convention on Transnational Organized Crime. The convention included two protocols—
one on migrant smuggling, and another on trafficking in women and children—which Canada
also signed.
In addition to working with the UN, we also continue our work with G-8 partners who recently
reaffirmed a commitment to fight organized crime.
Our relationship with our closest neighbour, the U.S., continues to be strong, and that is most
apparent in our law enforcement and intelligence agencies on both sides of the border.
Take, for example, the very successful Canada-U.S. Cross-Border Crime Forum. It brings us
together on problems such as smuggling, organized crime, telemarketing fraud, money
laundering, missing and abducted children, high-tech crime, and more. This year's forum will
be held June 20, here in Ottawa, and when I met with U.S. Attorney General John Ashcroft in
March, we discussed how much we were looking forward to chairing this forum together.
The strength of that Canada-U.S. partnership was also clear in the Ressam case. As you know,
Ressam was convicted last month in the U.S. for actions related to terrorism. The verdict sent
a strong message to terrorists, and it has pointed to a positive, productive partnership between
Canada and the U.S. on enforcement and intelligence.
All the initiatives I've mentioned so far show the value and the strength of our partnerships
across government and in our communities. Public safety depends on them. The best way to
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make Canadians safe is by making sure all partners work together, and our national
information systems are a good example of what practical and partnerships can produce.
The national DNA data bank is one example of such a partnership. You'll be pleased to know
that the data bank has already proven to be the powerful investigative tool we designed it to
be. Since it opened last June, there have been 22 matches using DNA to link crime scenes to
each other or to convicted offenders. With each passing week, there are even more. Clearly the
success of the data bank highlights the importance of investing in the very best technology
possible.
The integration of justice information to better serve public safety is something we're actively
working on with all our partners. Our investment in the renewal of CPIC, modernizing
Canada's national police information system so that it's shared more broadly among criminal
justice officials, is another example of new partnerships being forged. Significant progress has
been made, and CPIC's most urgent needs, regarding accessibility and service disruptions,
have already been addressed.
These initiatives bring partners together so that information from different databases will be
shared more quickly, using the full benefit of new technology. For example, we want to be
able to share police reports more quickly with prosecutors or transmit court records instantly to
correctional officials.
When it comes to keeping track of offenders and sharing that information with police, we're
also planning major improvements. Yesterday I announced that Correctional Service Canada
and the National Parole Board are beginning an extensive $47-million upgrade on the national
offender management system, OMS. Corrections officials use this national electronic system
to gather, store, and retrieve files on federal offenders. The new funding will bring OMS
technology into the 21st century and ensure that information-sharing on offenders is current,
complete, and reliable. The upgrade is very important to the operations of Correctional Service
Canada and the National Parole Board, and most importantly, will contribute to the safety of
Canadians.
As you know, the federal government has put a high priority on keeping Canada safe, but more
than that, it recognizes that feeling safe and secure is a fundamental right for all Canadians.
All the major indicators continue to show that Canada is among the safest countries in the
world. The crime rate has declined for the past 10 years. Violent crime is down, and the
homicide rate continues to fall. In the past 15 years, we've cut recidivism by more than half.
On that front, the National Parole Board will soon release its mid-year performance report, and
I can tell you that the results continue to show that conditional release is a sound investment in
public safety. Most offenders on day parole, full parole, or statutory release complete their
sentences successfully and do not commit new crimes. But we're always looking for ways to
improve the process.
I am pleased to announce today that, beginning in July this year, victims will be able to make
verbal presentations at National Parole Board hearings. As you know, until now, victims could
submit written statements and attend hearings as observers but were not allowed to speak. That
will soon change.
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Following on the recommendations of this committee, my department has directly consulted
with victims and victim organizations across Canada on how best to put these
recommendations in place and improve services to victims of crime. Clearly, victims have
asked for a voice in the parole process, and I think it's about time we give them the opportunity
to be heard.
It's my duty as Solicitor General to lead Canada's efforts in public safety so that we can
continue to feel safe in our neighbourhoods. So while it's clear that we've already delivered
some tangible results, we will not stop there.
We'll continue to use the tools we have and keep working to develop new ones. That means we
will keep building partnerships at home and abroad, use technology to our advantage, continue
our research and policy development, work on new laws and update old ones, and focus on
programs that work.
We will listen to the concerns of Canadians and keep them informed on how our leadership in
public safety is working for them, and we'll do our best to ensure that Canadians can continue
to be proud of how safe this country really is and how their government and communities are
working together to keep it that way.
Thank you, Mr. Chairman.
May 10, 2001 [Standing Committee on Justice and Human Rights]
Chief Julian Fantino (Toronto Police Service)

Mr. Chairman, you've done your homework.
First, to the honourable members of the committee, I do wish to express our appreciation for
the opportunity to come here and speak about a very significant issue that we're all very
concerned about. However, I don't think I need to take up a whole lot of time either with
regard to the profound issues about which we speak, issues that clearly go to the very fabric of
our Canadian society. This is, of course, that whole business of organized crime and its
impact. Your own committee material points to a whole lot of those impacts and the economic
crime cost to Canadians, and there's no need to articulate that time and time again.
However, we do have some issues that need to be addressed: the whole business of drug
trafficking in our society and the ancillary crime that's associated with that, right down to the
community level; the whole business of money laundering, home invasions, extortions, hightech commercial crime. All of these things are not only the kinds of issues that make the
nightly news, if you will, but we have real victims and real citizens who are constantly being
victimized because of all of these issues.
I do want to get a perspective, though. I have found over the years that organized crime, in the
main, has been glamorized by movies and television. It's become, I think, in the mindset of
many people a source of entertainment. And I think in some cases it's almost received
respectability. Organized crime is none of these things. Organized crime is the elderly being
swindled out of their life savings, immigrants being forced into a life of prostitution, one of the
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threats to our youth. And of course, we all know about very unfortunate, only too frequent
incidents of young people overdosing on drugs and so forth. The bottom line, which we all
have to appreciate, is that this is a greed-driven activity. It's mercenary in its nature, it has no
conscience, and it's only done for money.
So taking the profit out of organized crime certainly is a very significant tool that needs to be
put into the program for maintaining some semblance of safety, security, and quality of life
and protecting our nation from the threats posed by the activities of organized crime, which are
multifaceted and international in nature—it's global, as we all know.
So I wanted to come here today—and I appreciate the opportunity—to applaud the initiatives
that are being proposed in Bill C-24. As you well know, Mr. Chairman, you've been on the
forefront with a lot of these things, and we've been at this for a great many years. The issues
we have brought forward consistently to you, the policy-makers, have been community-based.
I feel that I'm here today, privileged to represent my community, to bring forward communitybased issues on behalf of the citizens of the City of Toronto. That is the purpose and intent of
my comments, absolutely.
Many of the amendments in Bill C-24 are absolutely critical. But I also wish to state with all
candour that, as you would expect, we would hope for more work in this area, to keep the
radar screen alive and continue the good work that has now resulted in Bill C-24. It's a work in
progress—that's the point I wanted to make, Mr. Chairman.
In order to make significant gains in the war against organized crime, we need even more of
the kinds of initiatives contained in this particular bill. I also suggest that some of the
provisions contained in Bill C-24 can still be improved, to give us the intended results, which I
believe are laudable indeed. For example, Mr. Chairman, members of the committee, the
whole area of proceeds of crime is an excellent item. Also, the team investigative prosecution
concept that is embodied in the spirit and intent of the legislation, funding to put teams in
place at ground zero, if you will, to do this kind of work is very laudable. But it has to go
beyond the federal offences to include some of the other offences that are hybrid in nature, but
nonetheless not specifically included, as I see it, in the current proposal.
There also is a need, of course, for the federal government and the provinces to work more
closely together on some of these issues, especially in the area of prosecutions and the
proceeds of crime, the asset forfeiture provisions, etc. We desperately need funding to allow
the Department of Justice, the provincial court attorneys, the RCMP, and our municipal and
provincial police services to develop a higher effort in this area, to put together what we have
termed an all-star team to combat organized crime at a national level.
May 10, 2001 [Standing Committee on Justice and Human Rights]
Chief Jack Ewatski (Winnipeg Police Service): Mr. Chairman, honourable members, thank
you very much. It certainly is a pleasure to be here this morning and I thank you for this
opportunity.
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As the chief of police of one of the major metropolitan areas of this country, I come before the
committee today to speak about the most serious threat to public safety in Canada today, that
being organized crime.
As a member of the Canadian Association of Chiefs of Police organized crime committee as
well as a member of the Criminal Intelligence Service Canada executive board, I can bring
forward the fact that organized crime is a national law enforcement priority.
Organized crime is a real and present threat to our society here in Canada as well as to nations
around the world. We cannot view organized crime activity in jurisdictional isolation because
sophisticated organized crime groups operate in a global economy setting.
The social, financial, and public safety impacts of organized crime are real. The cost in human
suffering as a result of activities such as prostitution and drug abuse cannot be measured by
dollars alone. The negative impact to our social fabric can be seen by those who have been
caught up in the web of deviant lifestyles and dependence resulting from criminal activities
and by those whose actions promote a feeling of hopelessness and fear.
When one considers the financial losses associated with organized criminal activities by
various criminal acts, not only to individuals but also to our economy in general, it can easily
be established that organized crime costs Canadians billions of dollars each year.
Thefts, robberies, drug sales, extortion, and fraudulent acts, to name a few, account for
staggering amounts of money and goods that are siphoned from the pockets of honest people,
laundered through a network of illegitimate establishments, and put in the hands of those who
choose to live outside of society's rules.
Safety, and more importantly, the perception of safety, is negatively affected by criminals,
organized or not. It is the fear and intimidation of organized crime that strikes terror into the
hearts of Canadians when accounts of violent, ruthless, and senseless acts are reported on.
The feeling of fear can be described as a silent killer of community, health, vibrancy, and
spirit.
The Canadian Association of Chiefs of Police understands, as any public safety issue, that
organized crime has to be attacked in a multidisciplinary three-pronged approach. Awareness,
education, and enforcement are the components of this approach, and strategies must be
developed for each one. One of the biggest challenges is ensuring that the Canadian public is
aware of the threat that organized crime poses to our country. The heightening of this
awareness must be done responsibly to ensure we are not contributing to the feeling of panic,
without losing sight that organized crime is real and alive in our country.
Communication strategies must put a face on organized crime to counter the perceptions held
by many who believe it only exists in other societies and not in Canada.
We must tackle the problem at the grassroots level with the youth who need to know that
organized crime or any criminal lifestyle is not something to aspire to. The glamour of the
gangster culture, as expressed in the name of entertainment, is not real. What has to be shown
are the real consequences of criminal behaviour, including incarceration and/or a violent early
death.
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Enforcement needs to be swift, strong, and consistent when criminal activity occurs. Police
and all the players in the criminal justice system need the tools to get the job done. We all play
a role in this endeavour, and whether it's resources, training, or legislation, these tools must be
available to us when needed.
As I said before, organized crime is real in this country. My peers from other jurisdictions can
speak with much greater authority about criminal activity in their areas. I can tell this
committee that in Manitoba organized crime exists. Motorcycle gangs, culturally based gangs,
and enterprising criminals who band together in a non-traditional organized crime model have
made their presence known in my province.
Drugs, prostitution, extortion, violent crime, money laundering, and credit card frauds are just
some of the activities that have been linked to organized crime groups in Manitoba.
Although the level of sophistication between an international motorcycle gang and a local
street gang may differ, they all have one thing in common: they prey on society by various
means for their own lawless, selfish purposes, not caring about the damage they do to others.
The proposed legislation contained in Bill C-24 is in my mind a step in the right direction to
enhance the capabilities of the criminal justice system to stay ahead of organized crime. These
are some of the legislative tools that we as chiefs across this country have been asking for.
These tools will be used by our front-line officers to be as effective as possible in dealing with
this serious criminal activity.
We must be very clear in the message we want to say to those who believe in a lifestyle of
organized crime. The message must come from a united voice of those tasked with public
safety. And it must say loudly that Canada is the absolute worst place in the world for
organized crime to operate in.
Thank you.
May 10, 2001 [Standing Committee on Justice and Human Rights]
Mr. Irwin Koziebrocki: If Commissioner Zaccardelli says to you, “I need the right to buy
stolen goods”, why can't you have a specific provision in the Criminal Code that says the
police, in the course of their investigation, can purchase stolen goods?
If Commissioner Zaccardelli says to you, “We need the right to purchase stolen liquor, or the
liquor that breaches our customs laws”, give him the right to buy the stolen liquor. If he needs
the right to purchase counterfeit money, give him the right to purchase counterfeit money.
Those are things police officers need to do in order to do their investigation. They don't need
necessarily to sell drugs. That was the problem in Campbell and Shirose. They decided they
weren't going to be purchasers of drugs any more, they were going to be sellers of drugs. The
court said “You can't do that, you're not entitled to break the law, no one's above the law”.
You give them a blanket-type circumstance here, where a police officer can go undercover
into an organized crime outfit. Let's say they're bikers, for example, and the biker says “Let's
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go do this robbery”. Do you go along as a police officer and take part in that particular
robbery? This legislation would allow you to do that. Is that right? I'm not sure that's right.
Take a look at this particular legislation. It says you can do everything short of murder and
sexual assault, effectively. The undercover police officer goes into the organization and they
want to test his virtue. What do they do? If they're really bad guys, like the police say they are,
they're going to ask you to do one of the crimes that are prohibited: “Go out and kill that guy.
He's a fink. Prove that you belong. And go out and rape that poor woman over there, because
we want you to show your mettle.” What do you do when you're an undercover police officer
in those circumstances?
That's the problem with this legislation. It's open-ended and it provides for virtue testing of
those people who are going undercover in these circumstances. If you want specific
immunities that are important for police to do their investigations, there's nothing wrong with
that. You can do that. You can say that police can buy stolen goods. They can buy credit cards.
They can set up a shop where people who steal things come and sell it to them. They can set
up a finance company where the bad guys are going to launder their money.
Ms. Judy Sgro: But with all due respect, you realize how many volumes of documents would
be required to continue to put these things in there in terms of what you're allowed to do.
Technology changes. They'd have to be coming back every time you turned around to add
more things in there.
Mr. Irwin Koziebrocki: That's why you're here. That's why we'll come here.
May 10, 2001 [Standing Committee on Justice and Human Rights] [Entire Exchange]
Mr. Peter MacKay: Thank you, Mr. Chair. I have a couple of quick questions along the lines
of the forfeiture aspect.
It seems to me, and it's often repeated, that really the most effective way to combat organized
crime is to cut off the flow of cash. I think most Canadians are startled to know that some of
these criminal organizations are so far-reaching that they can actually continue to operate even
within the prison system. And perhaps the most dangerous situation for a police officer to be
in is to be undercover in a federal penitentiary trying to penetrate some of these organizations.
From the police perspective, is there more that can be done in that instance to try to ensure that
even after the fact these criminal cells are not permitted to continue?
With respect to some of the overall tools available, although Bill C-24 goes a long way if it's
passed in its current form with these designations, can we do more to streamline the criteria for
things like warrants, electronic wiretaps, this type of thing? It is a common complaint that it
takes reams and reams of paper under the existing laws to allow police the judicially
authorized interventions they're seeking.
Chief Julian Fantino: You're quite right. I think it was mentioned earlier that we had the tools
before to do the job, but over the years those tools have been evaporating very quickly.
Applications for warrants, or part VI applications, now go on into thousands of pages in some
cases. I don't even know if everybody reads that material, but it seems now that we have to
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amass it. It's no longer the substance; it's how much paper you collect, the volume of the
briefs, that seem to be a benchmark as to whether you make the case or not.
Having said all of that, there is one item that I think should be considered in the proposed
legislation, and that is the proceeds provision needs to be broadened beyond the specified or
the designated offences, which encompasses all of the indictable offences in the federal
legislation. I think that's too restrictive, because very often at the prosecution stage it would
mean under these circumstances that forfeiture will no longer be available in relation to hybrid
offences when the crown, for instance, elects to proceed by way of summary conviction.
That is a critical issue, and it's a point I wanted to make. I appreciate the opportunity to raise
this. It may exclude such offences as theft, fraud, and money laundering, depending on how
the crown elects to proceed with these particular issues. So I think we have to look at that and
look at the hybrid offences issues and especially when we talk about proceeding by the crown,
which is a choice they make, by summary conviction. We should embrace those offences as
well.
Mr. Peter MacKay: That often has time limitations as well.
The Chair: That was very well done, I should say.
Over to Mr. DeVillers. See if you can do so well.
Mr. Paul DeVillers (Simcoe North, Lib.): I will try, Mr. Chair.
I'm always comforted when we have these hearings and we have Chief Fantino telling us we're
not going far enough and Mr. Koziebrocki telling us the reverse, that we're going too far. It
tells me that perhaps the legislation has achieved some of the balance we're trying to find.
However, I did hear Commissioner Zaccardelli and Chief Fantino bragging about not being
lawyers. I am a lawyer. Not only that, I'm a left-leaning, bleeding heart liberal lawyer.
A voice: The worst kind.
Mr. Paul DeVillers: In spite of that, I'm able to support this legislation.
Having been on the subcommittee that did a lot of our investigation and our hearings, we
learned that in regard to Mr. Koziebrocki's objection and concerns over the change in the
numbers in the definition of a criminal organization, in fact what was happening is organized
crime is adapting to that very legislation and breaking themselves up into cells of fewer than
five people and operating in those circumstances in reaction to the legislation.
• 1020
So I think this is a situation that does require extraordinary legislative measures to deal with it,
because organized crime, as we learned on the subcommittee, is very adaptable. Similarly with
the authorization, if it were specific, as is suggested, then they would curtail their activities to
circumvent many of the provisions that might be put into the legislation.
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That's something we learned, that organized crime is very adaptable and will adjust to the
legislation. So I wonder if we could get a reaction to those concerns that we heard as a
subcommittee.
May 15, 2001 [Standing Committee on Justice and Human Rights][Entire Exchange]
Mr. Marc St-Laurent
…The second amendment we want is very important to us. This is the reverse onus for the
forfeiture of proceeds of crime. Bill C-95 as well as Bill C-24 provide for a reverse onus when
the accused is put on parole or when an individual who has been sentenced is released after
incarceration. We are glad to see that the legislator is ready to reverse the burden of proof,
but we are surprised by the fact that this applies to keeping a person in custody but not to
the confiscation of goods. Is a violation of a person's freedom not more significant than a
violation of his or her property rights? We put this question to you. This kind of investigation
is very costly. These organizations exist in order to make a profit. If we really want to combat
them, we do not only need heavier sentences, we must also be able to seize their goods and
to prove that these goods belong to them. They have so many dummy companies and ways
to show that these goods do not belong to them that proving this kind of thing is already a
burden. The act must be amended…

Mr. Bill Marra
Also here is Stéphanie McFayden, a policy analyst with FCM.
We are very pleased to be here on behalf of the federation. We do have a written brief, but
unfortunately, with the short turnaround time, we have only an English version. I understand it
will be translated and provided to you at a later date. My presentation will strictly highlight
what is in the brief.
FCM represents the interests of all municipalities on policy and program matters within
federal jurisdiction. As you probably know, over 1,000 municipalities currently are members
of FCM, certainly representing a large population of our country.
I am a member of FCM's Standing Committee on Community Safety and Crime Prevention,
and the issue of organized crime has been one of great concern to our committee and to the
Canadian communities we represent.
As community leaders, we are aware that organized criminal activity is too much for one
municipality to handle. Criminal organization have tentacles that reach far beyond our
municipal boundaries; nevertheless it is at the community level that our citizens are feeling the
impacts of organized crime. Outlaw motorcycle gangs, prostitution, youth gangs, drugs,
shoplifting rings, violent confrontation, and certainly some of the technical scams that we're
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seeing with debit cards and credit cards are all issues that we're feeling in a very significant
way within our communities and on our streets.
Because we are so close to the impacts of organized crime, municipal leaders are very pleased
to see the introduction of Bill C-24. We believe the initiatives described within this bill will
help police forces be more effective and put a real dent in the organized crime issue.
FCM supports the proposed revisions to simplify the definition of criminal organization to
make participation in such organizations an offence with much more meaningful
consequences. We are also very pleased to see the initiatives around the seizure of proceeds of
crimes. FCM has long supported the notion that we need to take the profit out of organized
crime, and indeed we urge you to direct any proceeds of crime seized under this law back to
fighting organized crime, and as you heard from your previous delegate, the expense related to
organized crime and law enforcement.
We have some suggestions that we would like you to consider. I'll elaborate on two of them,
and then I'll summarize rather quickly and have my friend provide you with some additional
information.
As much as we endorse Bill C-24, we do believe an improvement is needed to these provisions
to make them truly responsive to community needs. We urge you to amend the proposed
definition of offence-related property to clearly include the notion of bunkers. I'm not
personally familiar with what's happened with bunkers, but certainly my friend will elaborate
later on. Our community has not had the misfortune of realizing this impact.
The bunkers, as some of you know, are the fortified clubhouses used by gangs, particularly
outlaw motorcycle gangs. Communities such as Blainville, Montreal, and Quebec have seen
outlaw motorcycle gangs purchase homes in residential neighbourhoods and then proceed to
turn these houses literally into fortresses. These bunkers are used as places to meet and plan
criminal activity, and they pose a very real threat to the neighbourhood life. Their mere
presence creates an atmosphere of tension, due to these intensive fortifications. More
importantly, these bunkers act as a very visible target for rival gangs, creating a focal point for
violent confrontation in what should be a peaceful residential setting.
Municipal leaders are attempting to address this issue through anti-bunker bylaws. These
bylaws prohibit the use of a variety of fortifications on these properties.
An amendment to add bunkers to the Criminal Code definition of offence-related property
would place municipalities across the country in a much stronger position to enact bylaws so
that gangs will be discouraged from establishing a clubhouse within their community.
It is important that the Criminal Code specifically authorize municipalities to pursue orders to
seize and confiscate real property defined as a bunker, and in fact FCM recommends that the
Government of Canada provide municipal governments recourse to civil remedies for asset
forfeiture. We need to be able to act quickly and effectively to get forfeited clubhouses out of
our communities and out of our neighbourhoods.
On another point, FCM is very pleased to see the added protection from organized crime to
people involved in the criminal justice system that is offered in Bill C-24. However, there was
a noticeable gap in the scope of these provisions, and I want to thank our friend Monsieur St-
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Laurent, because he certainly made the point, as well. They need to be amended to explicitly
recognize elected municipal officials.
• 1150
As currently proposed, the list includes witnesses, jurors, police, prosecutors, prison guards,
judges, members of Parliament, and senators. But there is a special need for municipal
government officials to be included in this protective legislation, because we—just like
members of Parliament or members of the Senate—have found ourselves targets of
intimidation and threats from criminal organizations as a result of our official positions. You'll
hear more on this point in a moment.
Because city councils approve budgets, bylaws, and police activities, they have a direct impact
on organized crime. Examples include the anti-bunker bylaws and approving municipal police
budgets. Zoning bylaws end up controlling gambling, pawn shops, pornography, and
prostitution. The priority is to target organized crime.
Mr. Chairman, FCM supports the changes proposed to the Criminal Code in order to combat
organized crime. The Department of Justice and the Solicitor General ought to be commended
for developing a strong response to this complex problem.
In order to ensure that the changes respond to community needs, FCM recommends the
following modifications to Bill C-24. The first, which I briefly described, redefines offencerelated property to specifically include fortified bunkers.
The second is that municipal elected officials be included in the list of people provided with
special protection under Bill C-24.
The third is that crime proceeds confiscated under this legislation be used specifically to
initiate law-enforcement tactics against organized crime.
And the fourth is that the federal government allow municipalities recourse for civil remedies
for asset forfeiture.
I'll turn that over to my friend, Mayor Gingras.

May 16 [Standing Committee on Justice and Human Rights]

Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.): Thank
you very much, Mr. Chairman.
… Since becoming Minister of Justice I have considered my main goal to be helping to
provide Canadians with an effective and responsive system of justice. In recent years this goal
has become more challenging, as all of you on this committee are well aware. Today
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globalization and technology are having an impact on law and the administration of justice.
Take, for example, crime. Crime follows opportunity. Modern society presents opportunities
for new crimes and new ways of committing old crimes, often at long distance and across
borders, using telephones or the Internet, and there are new ways of concealing evidence,
laundering money, and committing fraud.
So the challenge is to maximize the benefits of globalization for our citizens, while at the same
time protecting them from its risks. To do this effectively, we must be willing to rethink our
basic notions of sovereignty, human rights, and privacy. Most importantly, we must be willing
to work around the world, in a wide variety of fora, on a host of emerging issues that are of
direct relevance to the lives of Canadians here at home.
…
In the interests of predicting and adapting to the rapid changes around us, we are also
embracing innovative ways to organize ourselves and deliver our services. Thus, you will see a
reorientation of our federal prosecution service, the Justice Department lawyers who prosecute
federal offences in the areas of illicit drugs, organized crime, proceeds of crime, income tax
evasion, and a host of regulatory issues. You will see a renewed federal prosecution service,
featuring more cooperative approaches with the provinces and territories and strengthened
relationships both inside and outside the department.
….
May 29, 2001 [Standing Committee on Justice and Human Rights] [Entire Exchange]
Mr. Michel Bellehumeur: I have no illusions. I will not have two victories in a row.
It is an amendment that the Fédération des policiers et policières du Québec, among others,
wants; its representatives came here to testify. It is about the overturning of evidence from
goods and products that came from illegitimate sources. It is aimed at organized crime, among
others those people who drive Mercedes cars and live in a $300,000 castle and declare an
income of $25,000 per year. There is a small problem.
In all probability, it would be up to them to demonstrate that the goods came from legitimate
sources.
• 2135
I think there has been a lot written on this subject and that the police, among others, want such
an amendment.
[English]
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The Chair: Mr. Toews.
Mr. Vic Toews: I do have a concern about this, and perhaps it relates to the concern I have
about the protection of property generally. I don't like to see criminals amass fortunes and not
pay taxes on them, but I am concerned here. If I understand the import of the amendment, a
police agency or a government agency could come in and take my house by simply alleging
that it was the result of a criminal activity, because no one could be as prudent as I've been in
amassing a half-million-dollar or three-million-dollar house, which I don't have.
Mr. John McKay: I'm glad you clarified that.
Mr. Chuck Cadman: But you will after this raise.
Mr. Vic Toews: They would seize that house and say, well, this is the proceeds of crime, and
therefore I am now obligated on a balance of probabilities to demonstrate that it did not come
from organized crime activities. I think there has to be some onus on the state to prove, at least
on a balance of probabilities, that there is some connection between that house and the
proceeds of organized crime. I'm just wondering what the impact of this amendment is,
because if this is simply an arbitrary way for government to seize houses of citizens without
demonstrating some kind of a reasonable case, I couldn't support this amendment.
The Chair: Mr. Mosley, did you want to comment?
Mr. Richard Mosley: Yes. With the greatest respect, I would suggest that the amendment
would be counterproductive to what I think is the intent with which it is being presented. If
you read proposed subsections 462.37(1) and 462.37(2) very carefully, the court can only
make these orders where satisfied beyond a reasonable doubt. All the person who is the
putative owner of the property need do is raise a reasonable doubt to defeat the application by
the crown. The effect of the amendment would be to raise that bar to a balance of probabilities.

October 18, 2001 [Standing Committee on Justice and Human Rights]
Mr. Stockwell Day (Okanagan—Coquihalla, Canadian Alliance): Thanks, Mr. Chairman.
Through you, to the ministers, clearly they all recognize the world has changed since
September 11, and in profound ways. We were all reminded of that, those of us who were able
to be in Halifax yesterday, who watched the departing ships and saw the families obviously
emotional at the departure of their loved ones. Also, for me, and I think for many others, it
increases our resolve—and I think for you also, I won't question that—to make sure, as our
faithful troops go to foreign shores or seas to defend our freedoms, that we are doing all we
can domestically to fight against terrorism here.
That's why the Canadian Alliance, on September 18, tabled a number of provisions to do this. I
recognize, for whatever reasons, that the government voted against those, but now you're
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moving ahead. Some of those things we'd suggested have been looked at and in fact are
entertained in the legislation.
My concern—and I preface my question with these remarks—is that when a safety net is being
constructed and it's designed to catch those who would abuse the freedoms we have, when
you're weaving that net of safety, you cannot leave giant holes in it. Otherwise, the good
material that's there will be all for naught because there will be holes. When I think of the
government's own security and intelligence services repeatedly warning of the need for more
rigorous and efficient immigration and refugee laws and the Criminal Code provisions to back
them up—the government's own security people—then clearly I see our concerns are echoed.
That's why I refer to comments made Tuesday of this week at an international conference on
money laundering in Montreal. Sergeant Philippe Lapierre of the RCMP's national security
investigation section in the counterterrorism branch talked about this, about how terrorists
actually do their work within Canada.
I'm looking to the legislation as we reflect on his remarks. I'll quote him very briefly. He
wasn't referring to all people coming here, and neither are we, but he said, for those who want
to abuse the system, “Some [of them] are sent here with a mission and some people come on
their own and are recruited.” But he said they all have the same modus operandi. They fall into
this means of operating.
• 1605
The first thing they do is claim—fraudulently—refugee status. That allows them to stay here.
Then they apply for welfare and medical benefits. Then often they commit criminal acts such
as fraud and petty theft—again, here's where our provisions need to be very clear—and then
they often use legitimate business as a front to launder money for their own activities. I'll leave
for background—although it's your own material—the names of a number of individuals who
have done this, not the least of whom is, of course, Al-Marabh, a failed refugee claimant who
was not deported or detained. He was facing criminal charges at the time in Massachusetts,
and there's a possibility he was involved in these atrocities in New York. I can only imagine
what may have happened or may not have happened had he been detained.
Quite rightly, as we look at the provisions in the act—rightly but unfortunately—there are
some necessary but unfortunate restrictions on the liberties of law-abiding citizens and lawabiding claimants.
It seems to me there is a lack of balance, a real focus on the taking away of liberties,
unfortunately, of those who are law abiding and law following. There seems to be a reluctance,
which I don't understand, to detain and deport those who are here without proper qualifications
or possibly here on a questionable basis, and that's my question. We're looking at the act. It's
very detailed; there are many pages here.
Can either minister, Mr. Chairman, direct us specifically to the new clauses, the new
provisions, that say the authorities have here what they've never had before—the ability
through Criminal Code provisions or others to detain and if necessary deport those who are
posing a danger to us? Could we identify that? And could either minister also reflect again on
why there seems to be a focus—there needs to be some—on an increased police presence here,
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on the internal border, but less focus on changes for people coming in on the exterior or the
perimeter border?
So first, the very specific provisions, can you direct us to those? The minister talked about
tools needed to identify and detain. Let's start with these provisions here, under necessary
Criminal Code backup, that will be required to identify, detain, and deport where necessary.
Can you direct us to the specific clauses?
Mr. Lawrence MacAulay: Thank you very much.
There are clauses not in this bill that we're aware of, like pre-arrival information, that will be
available. That's in the Senate Bill S-23. It will require pre-arrival information for people who
are coming to this country. As you are aware, we've put scanners at the airport that are hooked
to the databanks of the RCMP and the FBI. If the fingerprints or palm prints of anybody who
has committed a criminal offence are in the databanks of the RCMP or the FBI, it will
immediately come back on these scanners to our airport entry points. These are some of the
provisions that have been put in place in the last month in order to upgrade our systems.
October 23, 2001 [Standing Committee on Justice and Human Rights]
Commissioner Giuliano Zaccardelli (Commissioner of the Royal Canadian Mounted Police):
Thank you for the opportunity to be here today to discuss Bill C-36, the proposed Antiterrorism Act, tabled in the House of Commons on October 15 of this year.
My remarks will be brief but will highlight three important messages. First, the RCMP is
taking a measured and sustained response to terrorist activity. Second, the proposed legislative
change will enable law enforcement agencies such as the RCMP to continue to fight terrorist
activity in a balanced way. Third, all that we do at the RCMP is consistent with Canada's legal
framework and the values that Canadians cherish.
Before I speak to you about the RCMP's measured and sustained response to terrorist activity,
let me begin by setting the stage somewhat.
What is terrorist activity? Terrorist activity is indiscriminate, global in scope, and destabilizing
in effect. Those who carry out terrorist activity have no respect for human life. They will stop
at nothing in their effort to achieve their goals. Terrorist activity is carried out by groups and
individuals willing to commit suicidal acts of mass destruction against innocent civilians. They
think nothing of strapping a bomb around their waist and detonating it and themselves in a
location strategically selected to result in the greatest possible loss of life and destruction of
property.
• 0935
Terrorist groups are intricate, complex, sophisticated, and clandestine criminal organizations.
Terrorist groups have long-term goals, to infiltrate and assimilate in society and establish
individuals with sleepers' roles.
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Terrorist activity poses an extraordinary threat to society, as evidenced by the tragic events of
September 11. The fight against terrorist activities calls for extraordinary action. Since the
tragic events of September 11, the prime objective of the RCMP has been and will continue to
be to ensure public safety. There has been a heightened awareness of the need to remain
vigilant. That heightened awareness remains solidly in place at the RCMP since the attacks on
Afghanistan positions by American and British forces, which began on October 7. But our
actions do not stop at awareness and vigilance.
What has the RCMP done? Post-September 11, the RCMP has initiated a full-scale domestic
investigation to determine if there was any Canadian involvement in the events of that tragic
day. This includes an effort to determine if there are threats to Canada coming from either
within the country or outside. In addition, task forces dealing with the events of September 11
have been established in key locations across Canada, with all our law enforcement partners
and intelligence agencies, everyone who can contribute to this cause.
Investigative efforts are also under way in an attempt to ensure that terrorist funding is cut off.
These investigations are transnational in nature and require a coordinated national and
international effort by law enforcement and security agencies. As a result, the RCMP is
working closely with international partners in all its activities, and because terrorist groups are
intricate, complex, sophisticated, and clandestine criminal organizations, our investigations
will require long-term, intensive efforts.
Our measured and sustained response was further bolstered on October 12, when the
Government of Canada announced new funding to assist the RCMP in its work on the antiterrorism plan. The RCMP received $59 million for new measures that will strengthen
Canada's ability to prevent, detect, and respond to existing and emerging national security
threats. The RCMP is pleased that the Government of Canada has provided this additional
funding.
As I told the Standing Committee on Citizenship and Immigration last week, this money is
helpful, but the RCMP and security agencies, CSIS in particular, can use even more money so
that we can provide better security for Canadians in this country.
In terms of working with our partners, on the domestic front we have put into place some very
concrete activities to ensure that our partners are in the loop on law enforcement initiatives
with regard to terrorism. For example, all RCMP provincial headquarters have briefed their
respective provincial and municipal partners on events that impacted on their jurisdictions.
These regional initiatives include regular briefings of provincial departments of justice,
policing services at various levels, and briefings to municipal mayors, provincial emergency
measures organizations, and airport authorities.
As you can see, we are constantly sharing information with our partners, as well as evaluating
the national security situation and modifying needs according to the circumstances at hand.
We are also working very closely with the Solicitor General to contribute to the national
security committee headed up by the Minister of Foreign Affairs. We are providing advice and
intelligence on how best to ensure public safety, and of course, we are sharing information and
intelligence whenever we can with our international, national, and local partners.
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• 0940
In the circumstances, we feel that we have done what we can to heighten vigilance, readiness,
and response capacity. However, the RCMP supports the proposed legislation.
Some people say that Canada already has a strong legislative framework and enforcement
capacity to deal with terrorist threats. It has been our experience, based on our investigation
into the tragic events of September 11, that this is not true. Notwithstanding our efforts, it has
become evident that there are significant obstacles preventing law enforcement organizations
such as the RCMP from detecting, deterring, and destabilizing terrorist groups. Traditional
investigative tools are inadequate. It is our view that Bill C-36, the proposed anti-terrorism act,
will make a significant contribution to the ability of law enforcement to fight terrorism in this
country and abroad.
More specifically, Bill C-36 will criminalize terrorist financing, establish a procedure to
freeze, seize, and forfeit proceeds for and proceeds of terrorist activities or groups. It will
enhance our ability to protect sensitive information. It will create new investigative tools and
allow for preventive arrests when needed to address the serious threats posed by terrorists
groups and those who would carry out terrorist activities. It will establish a means to identify
and list terrorist groups.
The draft legislation proposes limits be placed on the activities of police, and as exists now,
police actions are subject to the limits placed on them by the Charter of Rights and Freedoms.
Let's be very clear. We are not talking about, in any way, shape, or form, acting or behaving
outside of the charter and freedoms of this country.
To sum up, I want to underscore that the RCMP is very supportive of Bill C-36. Not only does
Bill C-36 provide the necessary tools for law enforcement to help combat terrorist activities,
but it also provides important safeguards to ensure that the exercise of these powers is not
solely at the discretion of law enforcement officers. You are all aware of the involvement of
the Attorney General and judges in every step of this process.
You have heard me say many times that, at the RCMP, our role is to uphold the law and to
strike that balance between the protection of society and respect for individual rights. We
constantly strive to make how things are done as important as what gets done. Our behaviour
as an organization and as individuals must at all times be based upon integrity, honesty,
professionalism, compassion, respect, and accountability. Our values must reflect those of
Canadian society, and I believe they do. We will not abandon this important goal.
Thank you for the opportunity to share with you today the RCMP's views on the proposed
legislation.

October 24, 2001
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Professor Wesley Wark (International Relations Programme, University of Toronto):
… On terrorist financing, again this measure has been called for over a number of years by
people who have watched over terrorist problems in Canada. I think it's long overdue. The one
issue I would raise, with regard to the monitoring and interdiction of terrorist financing, is that
as the bill currently stands, it raises the possibility of creating overlapping jurisdictions, or
overlapping areas of operations, between the existing centre to monitor financial transactions
that was created to pursue money-laundering issues—and now will have a function in terms of
pursuing terrorist financing—and the mandate of the Canadian Security Intelligence Service,
to concern itself with terrorist financing and fundraising in Canada.
Overlapping jurisdictions in the security and intelligence business is the bane of that business.
We have to be careful any time we seem to be creating the circumstances to provide such
overlap. I wonder whether this needs to be looked at again…

October 25, 2001
M. Jim Peterson: Thank you dear colleagues. I appreciate the opportunity to appear before
your committee today to discuss those aspects of Bill C-36, the Anti-terrorism Act, which deal
with terrorist financing.
I will focus on how the Bill expands the scope of the Proceeds of Crime (Money Laundering)
Act (PCMLA) and the mandate of the Financial Transactions and Reports Analysis Centre of
Canada (FINTRAC). I will comment on new measures that affect charities and will mention
our international efforts.
[English]
At the outset, let me assure honourable members that the government is committed to
depriving terrorists of the ability to finance their activities. We believe that cutting off their
funding is a key step in reining in the capacity of terrorists to function. Achieving this
objective, however, will not be easy. It requires both strong domestic measures and a unified
international effort.
• 0940
As you know, the government has been working with its international partners to develop a
coordinated global response to dealing with terrorist funding. Canada and its G-7 partners have
moved quickly to develop and implement action plans to combat the financing of terrorism,
doing so by blocking the assets of terrorists and their associates.
We're also an active member of the Financial Action Task Force on Money Laundering. We
support the organization's efforts to develop and implement international standards to prevent
the use of the global financial system for terrorist financing. The Honourable Paul Martin,
chair of the G-20 group of finance ministers and central bank governors, has begun the task of
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broadening the base of support for effective and coordinated international action through that
group.
Our goal is that all jurisdictions will join with us in adopting strong domestic regimes against
terrorist financing and will cooperate with us internationally to track down and deny a safe
haven anywhere for terrorist funds.
[Translation]
Canada's participation in international efforts has already translated into domestic action,
primarily through the implementation of United Nations Security Council Resolutions.
Regulations in force since February 2001 freeze property owned or controlled by the Taliban,
and Osama ben Laden or his associates.
New regulations, in force since October 2nd, go further by giving the government the authority
to freeze assets of other terrorists and terrorist organizations that are listed either by the U.N.
or by the Governor in Council.
The government listed individual terrorists and terrorist organizations under these regulations
on October 2nd, and added to that list on October 12th. These new regulations have allowed
the government to work closely with the international community to ensure that any terrorist
assets are subject to sanctions.
[English]
The federal regulator, OSFI, has on several occasions since September 11 reminded financial
institutions of their obligations under these regulations and urged them to cooperate fully with
law enforcement in their investigation. OSFI has also used its website to provide financial
institutions with the most up-to-date information about listed terrorists.
The new regulations require financial institutions to report monthly to their regulator on
whether or not they have terrorist assets in their possession and, if so, to aggregate the
information about those assets. The Minister of Finance has committed to making regular
reports on the terrorist assets that are identified by our financial institutions.
These regulations were an important step in our efforts to thwart the financing of terrorist
activities through our Canadian FIs. They establish key terrorist financing countermeasures
and provide a bridge to the anti-terrorism plan that will be accomplished, we believe, through
the passage of the bill before you.
[Translation]
Among other things, THIS Bill introduces changes to the Criminal Code that put into law
various measures set out in the United Nations Regulations of October 2nd. Most importantly,
the changes make it a criminal offence to finance terrorist activities.
In addition to criminalizing terrorist financing, it is important that effective means be found to
deter and detect these illicit activities.
• 0945
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To this end, changes to the Criminal Code require all persons to report to the RCMP and CSIS
if they have property in their possession or control that they know belongs to a listed terrorist.
In addition, the Criminal Code amendments include monthly reporting requirements for
financial institutions modeled on those established in the U.N. Regulations of October 2nd.
[English]
This bill also strengthens Canada's existing anti-money laundering regime both to guard
against abuse of the financial system by terrorist groups and to provide law enforcement and
intelligence authorities with information about terrorist financing activities. Under the current
Proceeds of Crime (Money Laundering) Act, financial intermediaries must meet consumer
identification and record-keeping standards and report transactions related to the identification
of money laundering.
At present FINTRAC is mandated to receive and analyze reports that may be relevant to
money laundering activity and to disclose key information to law enforcement authorities. The
scope of FINTRAC and this bill are both expanded to encompass terrorist financing.
Let me provide a brief overview of the key measures.
[Translation]
FINTRAC's role will now extend beyond money laundering to include terrorist financing.
Financial intermediaries will have to report to FINTRAC any financial transactions they
suspect are related to terrorist financing offences. They will also be required to report if they
are in possession of terrorist assets or have knowledge about a transaction, or proposed
transaction, involving such assets.
At the same time, FINTRAC will be responsible for disclosing identifying information to law
enforcement agencies if the Centre suspects the information is relevant to the investigation of
terrorist financing activities.
[English]
As well FINTRAC must report to CSIS if this information is relevant to threats to the security
of Canada.
To further combat terrorist financing, FINTRAC will be allowed to share key identifying
information with its international counterparts. However, new safeguards will be built into the
law to ensure that the information is treated confidentially and also to limit disclosure of this
information by foreign law enforcement agencies.
I would also like to assure members that the PCMLA was designed in a way that respects the
privacy of individuals by ensuring that reported information is treated with the utmost care.
The fundamental safeguards that were written into the law with regard to money laundering
are also maintained with regard to terrorist financing. For example, the operation of FINTRAC
remains at arm's length from law enforcement and is subject to the Privacy Act.
The final issue I want to mention concerns the registration and tax treatment of charities. Your
bill includes income tax provisions that prevent terrorists from exploiting the tax privileges
associated with charities. The bill enacts the new Charities Registration (Security Information)
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Act and amends the Income Tax Act to prevent organizations that support terrorist activities
from enjoying the tax privileges granted to registered charities.
The Solicitor General and the Minister of National Revenue will now be empowered to issue a
certificate denying charitable status to an organization. The Federal Court will be mandated to
review that certificate to ensure that it is reasonable.
• 0950
[Translation]
Beyond the measures in the charities legislation to deny tax privileges, other elements of Bill
C-36 relating to the criminalization of terrorist financing would support additional steps by the
government. If an organization willfully provides financing for terrorist activity, then there
would be grounds for proceeding with criminal sanctions and the forfeiture of assets
These new measures will protect the integrity of the registration system for charities under the
Income Tax Act, and maintain the confidence of Canadian taxpayers that the benefits of
charitable status are available only to organizations that operate exclusively for charitable
purposes.
[English]
Terrorism, honourable colleagues, must and will be fought on many fronts. Canada will
continue to work with its international partners in the G-7, the G-20, and the Financial Action
Task Force on Money Laundering to develop and promote global standards to fight terrorist
financing. Canada will see that tough laws are put in place, see that they are enforced, and see
that there is a seamless web of international cooperation to deny funding to terrorists.
I mentioned earlier that strong domestic measures are needed if we are to deprive terrorists of
funding and fulfill our international responsibilities. With the key elements of Canada's new
money laundering regime already in place, the measures in Bill C-36 will help us achieve this
objective by further strengthening and expanding the new regime. The amendments to the
PCMLA in this bill will assist law enforcement agencies and CSIS by providing them with
additional information to detect, investigate, and prosecute terrorist activities and to deprive
them of their finances.
I thank you.
The Chair: Thank you very much, Mr. Peterson.
Now we'll turn to Mr. Toews for seven minutes.
Mr. Vic Toews (Provencher, Canadian Alliance): Thank you, Mr. Chair.
I want to commend the government for finally moving ahead on this file. Prior to September
11, it was clear that the federal government simply didn't have any interest in complying with
international UN conventions. I refer not only to the suppression of terrorist bombing but to
the suppression of terrorist financing, where Canada was not complying with its UN
obligations. That, frankly, was a disgrace, and I'm very pleased that the government is moving
ahead in this direction. We all know that money is the lifeblood of terrorist organizations,
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much as it is for organized crime. Unless we make concerted efforts to stop the flow of money,
we will not stop the flow of arms, nor will we stop other terrorist activities throughout the
world.
Now, I listened with interest to your comments. I appreciate the briefing and your appearance
here. It's clear now that FINTRAC has additional responsibilities, and I'm concerned about the
financial institutions that are providing the information to FINTRAC in terms of tracking the
relevant information. Are our resources, that is, the federal government resources furnished,
sufficient to expeditiously analyze the information our financial institutions are providing us?
Clearly, with the added responsibilities, there's going to be more information. What we don't
want to see is the business of our country, particularly that of the financial institutions, bogged
down because of too much paperwork. I think we have a concomitant obligation to provide
appropriate resources and personnel for our agency. Has the administration by the federal
government of this program received additional resources, Mr. Peterson?
Mr. Jim Peterson: Thank you very much, Mr. Toews.
• 0955
It's a very important point, and the answer is, in short, yes. Let me just say that, yes, Bill C-36
does expand our capacity to freeze and also to seize the funds of terrorists. Prior to it, we did
have in place regulations here in Canada that allowed us to freeze assets of the Taliban and
assets of those associated with bin Laden. Even before this bill was in place, we were able,
again by regulation, to pass another one that allowed us to expand the web beyond the Taliban
and bin Laden to other terrorist assets—
Mr. Vic Toews: Thank you, Mr. Peterson.
I appreciate the fact that you're moving ahead on that, and certainly Bill C-36 is very
important. What I want to know, if I could get an undertaking from you, is specifically the
needed increase in resources and personnel. If you can't provide me with that today, at least
undertake to provide it. That's all I require, for you to produce that in a timely fashion.
Mr. Jim Peterson: I will ask Mr. Horst Intscher, the head of FINTRAC, to outline what he's
done in terms of expanding his personnel.
Mr. Horst Intscher (Director, Financial Transactions and Reports Analysis Centre of
Canada, Department of Finance): Thank you, Mr. Chair.
We have begun work on creating the capacity to undertake this additional work by identifying
the resources we would require. This is in terms of both analytic capacity and of information
technology resources and infrastructure for the protection of the sensitive information that
would be flowing to us. I understand that we expect we will require some additional resources,
and I'm fairly confident that we will be able to obtain those resources through the Treasury
Board.
Mr. Vic Toews: If you could then undertake to provide this committee with that information, I
would certainly appreciate it.
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Also, is there a liaison that goes on with the bank in determining exactly how much additional
resources in terms of personnel or otherwise we require? We don't want the government going
off in some direction without proper input from the financial institutions.
Mr. Jim Peterson: I think you have raised a very important point—and I'm glad you have—
about the obligation imposed on our financial institutions to increase their surveillance and
their reporting. Yes, the onus on our private sector institutions has increased considerably
because of this. I also want to say to you that I am very proud of and grateful for the way they
have responded, particularly the speed. It's not an easy task for them. I expect that in the future
it'll be made slightly easier because of new computer technologies, the new IT they will bring
in. We will certainly be coordinating matters with them on this front. You're quite right, there
is an added onus there, and certainly an added onus on government.
Let me assure you, Mr. Toews, and the other honourable members that we will make these
resources available to FINTRAC.
Mr. Vic Toews: Thank you.
The Chair: Thank you very much.
Monsieur Bellehumeur, you have seven minutes.
[Translation]
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ): Thank you very much.
Mr. Peterson, the Bloc Québécois has been concerned about the whole issue of money
laundering for a long time. I remember asking the government about it in 1994. They were the
first questions I asked during my first term and I remember very well that in 1994 the
government's answer was that there were no money laundering problems.
I also remember having talked about international agreements. I was told there were no
problems and that everything was fine in Canada. Today, you are singing a different tune; I'm
very happy to hear you do it.
But even though we have whatever law we want, we need the political will to enforce it and
the financial resources to apply it correctly.
Speaking of political will, before even looking at Bill C-36, we know very well that since the
11th of September many countries have frozen assets. Many countries have followed some
money movements step by step.
• 1000
We also know that in Canada during the last two years more than $100 billion, it seems, have
left the country for certain tax havens recognized by the OECD and the Canadian government.
You know all that.
We also know that it seems that Canada has now frozen about $125,000 that was being used
by terrorists or terrorist groups. Before even looking at Bill C-36, I want to know the extent of
the political will within the government to act in the case of money laundering. Have you done
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some audits to see if the hundreds of billions of dollars that have left Canada towards tax
havens are going to terrorist groups?
M. Jim Peterson: Mr. Bellehumeur, you have had a number of good initiatives in this area
over the last few years. We have accepted some of your suggestions, including the one on the
$1,000 bank note, which was canceled. It was a good idea, we thank you for it, and we have
accepted it.
The issue of money laundering and tax havens is a difficult one. We cannot solve it alone. To
do so, we need the cooperation of other countries all over the world. That is why we are now
working with the international community at this tie, including G-7. Certain discussions have
already started with the Finance ministers of G-7. We have also, through Mr. Martin, used our
relationships within G-20 to promote the adoption of standards by each of these countries and
the creation of international cooperative links.
It should also be noted that we are in a good position with other countries, for example in the
Carribean because we represent...
[Editor's note: Inaudible]
...the International Monetary Fund and the World Bank. We have worked with them already to
establish information exchange systems and to fight money laundering. But it will need more
work.
We will continue. We have already supplied technical assistance to Carribean countries to help
them improve their systems. Our objective is that after cooperating with all the other countries
in the world there will be no more tax havens that terrorists could benefit from.
Mr. Michel Bellehumeur: Mr. Peterson, thank you for your answer but we see that at this
time, when Bill C-36 has not yet been adopted, billions of dollars are leaving the country and
we seem to have no control over this. It is true that it is a complex issue. However, if we really
want to fight terrorism, we have to invest a lot because money is the fuel of war for them also.
At this time, Canada has not invested enough in this area.
Bill C-36 is before us. My question is as follows: how will Bill C-36, and especially its clauses
on money laundering, and the implementation of international agreements, guarantee us as
parliamentarians, Canadians and Quebeckers that you will be able to trace the money that will
leave Canada for those tax havens and that you will be able to ensure that this money will not
be used by terrorist groups? That was my first question.
• 1005
Here is my second question. To work effectively, you need technology, experts, training and
people to work on the issue. I imagine that if the government is serious and has the political
will to act on this, it has already foreseen how much money it will need to fight effectively
against crime, money laundering and terrorist groups.
Currently, we are in limbo. In virtually all departments, we don't know how much it will cost.
You, who are used to working with numbers in the Department of Finance, do you have,
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within your department, evaluated the price of an effective fight, and especially the
implementation of Bill C-36?
M. Jim Peterson: Thank you. We have not yet announced the exact costs but we will do so
shortly. If in the beginning we do not allocate enough resources to fight terrorist financing, we
will make adjustments. We will increase these resources and take your committee's
suggestions into account if you have any ideas to improve our work in fighting terrorism.
[English]
The Chair: Mr. Blaikie.
[Translation]
Mr. Michel Bellehumeur: But I don't have any guarantee.
[English]
The Chair: You only get your seven minutes. You don't get Bill's.
[Translation]
M. Jim Peterson: There are never any guarantees, but we will do everything possible and I
know you will help us.
[English]
The Chair: Mr. Blaikie, you have seven minutes.
Mr. Bill Blaikie (Winnipeg—Transcona, NDP): Thank you, Mr. Chairman.
I don't have so much a question as a comment. There seems to be an interesting theme
developing here with respect to Bill C-36, and that is the need for international or transnational
uniformity when it comes to dealing with unethical behaviour. We don't want to create havens
for various kinds of activity, in this case terrorist activity, through a lack of uniformity.
We heard the argument yesterday that when certain laws were toughened up in the United
States, terrorists moved to Canada in order to use Canada as a base for their activity. At least,
that was the claim of one of the witnesses yesterday. We have heard that argument today, that
it's very important to have the same or relatively the same laws in all jurisdictions so that
unethical behaviour cannot move itself around, so to speak, looking for the most favourable
circumstances.
I agree, Mr. Chairman, but to take another example, some argue that there needs to be some
kind of uniformity with respect to poor labour standards around the world and that this needs
to be enforced so that unethical business activity can't go around the world looking for the
most favourable circumstances. Now, I find it passing strange, Mr. Chairman, that when this
argument is made with respect to labour standards, it is regarded as a heinous notion,
unrealistic—I could name a host of adjectives that have been used over the years to describe
calls that have been made by the NDP and others for this kind of international uniformity
when it comes to restricting unethical activity.
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• 1010
I hope this might be a conceptual breakthrough. I will certainly try to ensure that it is, Mr.
Chairman. If we can act internationally to constrain unethical behaviour, in this case the
unethical behaviour we call terrorist activity, then surely we don't want to have havens for
other kinds of unethical activity, whether it be the exploitation of working people through lack
of labour standards or whether it be the exploitation of the public purse through tax havens.
It's not just havens for terrorists' money we might want to address. Perhaps we should be
looking at some kind of international harmonization or international regimes so that corporate
interests can't shelter their money from legitimate tax imposition, period. It doesn't have to
relate to terrorist activity. I just make this point, Mr. Chairman, because I find it odd to sit and
listen to all these arguments that I agree with but that fall on deaf ears when I make them
myself in respect of other issues.
I have one question related to your submission, Mr. Minister, and that has to do with... You
talk about banks or financial institutions having to report with respect to terrorist assets they
may have. Now, I'm presuming these are already frozen assets. If they aren't, they should be,
and if they are frozen, how can people add to them if they're frozen?
Mr. Jim Peterson: You're quite right. Any funds of listed terrorists that have been identified
are in fact frozen and cannot be touched by the owner of that account or the institution itself.
Mr. Bill Blaikie: What would they be reporting?
Mr. Jim Peterson: They would be reporting on where they've found accounts and assets,
which would in effect be frozen under the regulations now in place. Bill C-36 will give us
additional rights with respect to those assets and funds, such as the ability to seize them.
You make a very interesting point on the harmonization of standards, not just those for money
laundering and terrorist funding. One of the quintessential problems that has always plagued
us as Canadians is the overlap, the duplication, and the contradiction of laws we have among
provinces and between the federal government and the provinces.
We know that interprovincial barriers to trade in goods and services cost us an enormous
amount, anywhere from $4 billion to $7 billion a year in lost growth, so I take your point about
the need for good laws and perhaps for fewer laws in many cases.
The Chair: Mr. Blaikie.
Mr. Bill Blaikie: I'm not sure the minister did take my point; in fact, I'm not sure he got my
point at all. Nice try. That was a nice little diversion into federal-provincial stuff, but I was
talking about the international situation, core labour standards, and the WTO. Then the
minister wants to rap on about interprovincial trade and the need for...sorry, but that's not what
I was talking about.
Mr. Jim Peterson: You also mentioned the taxation of funds that are outside a country's
border or jurisdiction. We have worked very closely with the international community to
develop common laws with respect to that, and we have done so by following the OECD
model draft convention for the prevention of international double taxation and tax escape or
avoidance. This has been a good model to work from. It is in place with many different

Appendix E - Page 305

Commission of Inquiry into Money Laundering in British Columbia

jurisdictions. There will have to be a lot more work done with the so-called tax haven
countries, which have traditionally been involved in a lot of offshore banking, to make sure
they're not laundering money—
Mr. Bill Blaikie: And ship flagging.
Mr. Jim Peterson: —and not...you're missing my point, Mr. Blaikie. I was talking about
international tax avoidance.
• 1015
The Chair: Thank you very much, Mr. Blaikie and Mr. Peterson.
Mr. MacKay.
Mr. Peter MacKay (Pictou—Antigonish—Guysborough, PC/DR): There's a real
breakdown in communications on the entire spectrum here.
Speaking of information sharing, I'm interested, Minister, if you could give us perhaps some
concrete examples of what it means, in the grand scheme of things, to ensure the seamless web
of international cooperation. That's very powerful language, but I'm interested to know what
pragmatic, concrete steps are in place to ensure that the information sharing is taking place not
only between ourselves and our G-7, G-20 allies, but also within departments here in Canada.
It's a question that's been asked of every minister who's appeared before us. How is the
Solicitor General of Canada, CSIS, and the RCMP working closer, as a result of this
legislation, to ensure that information is passed on?
Further to that, I would like to know, in, again, a very practical way, if you foresee difficulties
in proving this element of terrorist fundraising as part of the criteria that the crown will bear
the burden of proving. Is this ideological, religious, or political purpose behind the fundraising
activity? I believe this is going to be a very difficult and tough threshold to meet in many
instances. I wonder how the Department of Finance has contemplated, in real terms, how you
prove this element, this purpose, this mens rea behind the actual fundraising activity.
Mr. Jim Peterson: With your permission, Mr. MacKay, I would like to have Yvan Roy
answer the question about the religious belief, and then call on Inspector Beer to talk to you
about the efforts at international cooperation.
[Translation]
Mr. Peter MacKay: There is no problem. Mr. Roy, you can answer in French.
Mr. Yvan Roy (Assistant Deputy Minister and Counsel to the Department of
Finance): With pleasure.
The clauses in this Bill that are related to terrorist financing are of a criminal nature. You have
worked in this area since you are a former solicitor. You know that the standards are high in
such circumstances and that the proof must be beyond a reasonable doubt.
As for any infraction that requires a specific intent or motivation, the motivation and the
specific intent will be deduced from the proof offered. In such circumstances, the proof will
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most often be of a circumstantial nature. It is possible that in such cases we may have direct
proof, because, as you know, such infractions may be subject to electronic surveillance. You
also know that we often learn a lot about people's intentions in this area.
The Bill tries to provide the state with all the tools available in this regard, but at the same time
it must balance the various interests. I have read the transcripts of the Minister of Justice
before this committee and of the public servants that have appeared before you and I know that
the government does not intend to attack groups that have nothing to do with terrorism. That is
why you have a definition of "terrorist activity" that is in some way limited and requires a high
level of proof. It is the government's wish, and it believes that it would be possible to find
sufficient proof to make the appropriate deductions or, through surveillance or informers,
determine the reasons for which this money is collected.
We are therefore talking about a balance of interests, of not attacking the wrong groups and of
having a high standard while having the means to take the appropriate legal action.
The minister of Finance obviously has a secondary interest in this matter since the application
of criminal law does not come under that department's jurisdiction, but it does have an interest
as it wants those clauses to work. We believe that it will be possible to see that the right people
are brought before the courts in due course, as you say in English.
• 1020
[English]
Mr. Peter MacKay: I have a question about proposed section 83.02, specifically under the
heading of “Financing of Terrorism”. It talks about:
directly or indirectly, wilfully and without lawful justification or excuse,
It's absent the word “knowingly”. It says “wilfully”. Certainly banks in particular and other
financial institutions could willingly be in possession of funds that came from a nefarious
group.
I'm wondering if the addition of “knowingly” is something your department has contemplated
here. I can foresee instances where money could be held, assets could be held, wilfully, and
yet the excuse of knowingly...it might add clarity to that proposed section.
Mr. Yvan Roy: Mr. MacKay, if an institution, a bank, actually anyone in this country, is
knowingly in possession or control of assets related in some fashion to terrorist activities, they
are under obligation, by law, to freeze those assets, that is, to refuse to deal in any way, shape,
or form with those assets. I would refer you back to proposed section 83.03 to that effect.
Those who knowingly continue to deal with those assets are guilty of an offence that is itself
very significant in that it is punishable on summary conviction with respect to an institution by
a fine of $100,000. If the state were to prosecute that case by indictment, the fine is openended. There is no limit that can be imposed. So the sense is that those who are dealing with
money that they know is owned or controlled by terrorists are very well captured by that
provision. When you're talking about the financing, which is now doing wilfully what you

Appendix E - Page 307

Commission of Inquiry into Money Laundering in British Columbia

should not be doing, that is, giving money to these people for that purpose, this is a different
offence.
The landscape is well-covered with those two provisions, with all due respect.
Mr. Peter MacKay: What's the length of time you can freeze and hold these? I haven't found
any provisions that refer directly to where those assets would go upon seizure. Is there any
provision that would funnel those assets to law enforcement, for example?
Mr. Yvan Roy: Here is how the scheme is supposed to be working. You have the provision in
here that says you freeze those assets, that is, you are not moving them. You have to sit on
them, basically. You cannot deal with the property in any way, shape, or form. There is then
an obligation in law to advise the RCMP and CSIS—the law says forthwith, immediately—
about what it is you have done. These people are then tasked under the law to conduct an
investigation. Once you are advised of something like this you conduct an investigation and
they will then be, in due course, in a position to seize, refrain, and eventually forfeit that
property.
If at the end of the day the investigation shows that actually we have been wrong, it should be
the duty of the institutions—and I know they will do it—to basically stop the freezing that has
taken place. The investigation having been conducted, they will be then in the position to say,
we do not have suspicions any more about that property and therefore we will, from now on,
continue to deal with that property.
To answer your question directly, there is not a limit on how long that property will be frozen,
because of the nature of what it is we're talking about, which is an investigation. The process is
you freeze, you investigate, you seize, refrain, and confiscate.
The Chair: Thank you very much, Mr. Roy.
John McKay.
Mr. John McKay (Scarborough East, Lib.): The thesis of your presentation, Minister, is that
you are standardizing reporting requirements around the world.
• 1025
Last night on CBC Carol Off did a piece on Saudi banks. To telescope the presentation, it is
essentially that the Saudi banks are highly cooperative in covering for Mr. bin Laden and his
colleagues. There's reasonable likelihood that most of the money that finances these operations
is in Saudi Arabia.
I'm not putting that forward as evidence; I'm putting that forward as a media statement.
Not to put too fine a point on it, my recollection of moneys collected so far, essentially, is that
it's chump change. So the real question is what the reach of this bill is.
I see in proposed section 83.11 that there is a requirement that authorizes foreign banks within
the meaning of section 2 to report their activities.
This is my first question. If there is a Saudi bank that is listed or operating in Canada or in any
of our other allies' jurisdictions, and presumably our legislation is harmonized with those other
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jurisdictions, are those Saudi banks, either through this proposed section or parallel sections in
other legislation, required to report as would Canadian banks? I'm using Saudi Arabia as an
example. Similarly, if a Canadian bank is operating in Saudi Arabia, is there a reporting
requirement that would obligate our bank to report back?
Secondly, what happens when you get it wrong? Inevitably, the crown will seize and freeze
assets, which it shouldn't have done. I'm interested in knowing what will be the extent of
claims for a crown immunity. What will be the access to recourse for those citizens who are
aggrieved by wrongful seizures and freezings? Will there be an exposure on the part of the
crown to damages?
Mr. Jim Peterson: Foreign banks operating in Canada will be subject to the disclosure
provisions. Canadian banks operating abroad, through a branch in that foreign jurisdiction,
will be subject to the disclosure provisions. Canadian banks operating abroad through a
foreign subsidiary will not be.
On the issue of crown immunity and wrongful seizure and damages, I turn again to an expert.
Mr. Yvan Roy: Thank you, Mr. Minister.
The government has taken and will continue to take great care in making determinations on
who is going to be subjected to some of these provisions. There are a number of ways where
the government is going to be involved; the listing of people is certainly one of them. Another
one is how these different provisions will continue to apply.
Basically, the regime you have with respect to money laundering found in the Criminal Code
finds application here, and that is, if the government is going to be making some mistakes, the
same regime that applies now will continue to apply in the future. Therefore, in cases where
the government, for instance, has been negligent, there is a way of getting relief before the
courts. The courts will always be there to stop this from happening and to obtain the
appropriate damages in appropriate circumstances.
The law, as it existed before, continues to apply here, and there is no special immunity that the
government will try to seek in cases involving this. This is not the goal of this new legislation.
And we continue to be governed by the same laws with respect to negligence and other things
of that nature.
Mr. Jim Peterson: Very simply, if you feel you're wrongly listed, you can apply to the
Solicitor General, and if that doesn't work, you can apply to the court. Also, the Solicitor
General is required to review the list of listed persons every two years.
• 1030
But do you know what, Mr. McKay? There are going to be mistakes. The difficulty when there
may be so many people having the same name or just a slightly different name, and things like
that... It is not possible to run this system without making mistakes.
Mr. John McKay: Going back to a Canadian bank operating in a jurisdiction where we think
there are terrorist assets, and in the course of normal business a transaction occurs that the
Canadian subsidiary reports, what will be the follow-up on that?
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Mr. Jim Peterson: If it is a foreign branch of a Canadian bank, those assets would be reported
to FINTRAC; they would be reported to OSFI. Then, if the appropriate standards were met at
FINTRAC, they would be reported to the RCMP and/or CSIS, if there was a threat to the
security of Canada.
I'd like to call on Inspector Dave Beer to talk more about it.
Superintendent Dave Beer (Proceeds of Crime Branch, Royal Canadian Mounted
Police): Thank you, Mr. Chair.
I think it's important to understand that the essence of the terrorist funding portion of this
legislation is essentially to add the act of fundraising and providing funds for terrorist activity
into the existing Proceeds of Crime (Money Laundering) Act.
From that perspective, and from an investigative perspective, which I think is the essence of
your question, what agencies like FINTRAC and the investigative agencies are being asked to
do is to recognize proceeds for crime, utilizing the legislative and investigative tools and
investigative branches that were created for proceeds for crime. It's actually simply a reversal
of the process.
In your particular example, where a suspicious transaction or a transaction attributed to a listed
person would be reported through FINTRAC, FINTRAC would make a determination of the
nature of the activity, whether or not it was suspicious, and if so, according to the Proceeds of
Crime (Money Laundering) Act, for which amendments are being considered here, it would be
reported to the appropriate police agency and would be investigated accordingly.
The Chair: We'll now go to Mr. Cadman.
Mr. Chuck Cadman (Surrey North, Canadian Alliance): Thank you, Mr. Chair.
To follow up on a question that I believe my colleague Mr. Peter MacKay brought up,
regarding the final destination of any asset seized or forfeited, will it be returned to law
enforcement? Out of the proceeds, are there going to be moneys available to law enforcement
to continue the fight, and more importantly, is there any indication or any provision in this bill
for restitution to victims?
I cite the Air India bombing, where we had 329 victims. I have a large Indo-Canadian
community in my constituency, and many Canadian families were impacted by that. I'm sure
they'd be very interested in your answer.
Are some of the proceeds and the forfeitures from terrorist funding going to be directed back
towards the victims?
Mr. Yvan Roy: The legislation, as crafted, is simply an add-on to what is already in place.
What I mean by that, with respect to the two areas you're referring to particularly, is the fact
that the money or the assets, once they have been forfeited, are not forfeited to anyone in
particular. It is the crown, whether the provincial crown in cases that will be handled by
provincial attorneys general or the crown in right of Canada in cases involving the Attorney
General of Canada, that will be the beneficiary of the money or the assets that have been
forfeited. In other words, that goes into the federal treasury.

Appendix E - Page 310

Commission of Inquiry into Money Laundering in British Columbia

A voice: The general revenue.
Mr. Yvan Roy: Yes.
Regarding victims, the provisions that exist in the code—you are very familiar with them—
continue to apply with respect to those offences, because these are offences that are found in
the Criminal Code. So if there is to be restitution or compensation that fits within the
parameters of what is already in the code, that will apply to them too. But there is nothing
special, specific to the situation that is created in this legislation.
• 1035
Mr. Chuck Cadman: Thank you.
The Chair: Mr. Paradis.
[Translation]
Mr. Denis Paradis (Brome—Missisquoi, Lib.): Thank you very much for you presentation,
Minister.
The comments that spring to mind are related to... Minister, you mentioned in your
presentation that the amendments to the Criminal Code will make it necessary for financial
institutions to present monthly reports. But when we think of financial institutions, we think of
certain categories of professionals who will also have to make reports I would imagine. These
categories must include accountants, notaries, brokers and lawyers.
My comment is not necessarily related to legal professional privilege because I think it is
important that privilege not be absolute in cases of terrorist crimes, among others, that are
committed or being committed.
The first part of my question is about the necessary balance between divulging information on
money held in areas where privilege applies and its disclosure to implement the law.
Here is the second part of my question. In certain parts there is mention of monthly reports. A
large chartered bank can easily make monthly reports, but for a small broker or notary in
Saint-Hyacinthe, it is a duty that can be a fairly onerous obligation. Have you considered
dealing with the professional associations in each province to find disclosure methods that
would impose less on small professionals.
M. Jim Peterson: I think that is a good suggestion. We will always be open to ideas that
lessen the burden of disclosure. It is true that it would be more difficult for small businesses
because they do not have the resources of major institutions. If there were to be suggestions to
alleviate that burden, I would like to hear them. You may have other suggestions for us.
Richard.
Mr. Richard Lalonde (Chief, Financial Crimes, Financial Sector Policy Branch,
Department of Finance): I would simply like to add that the Proceeds of Crime (Money
Laundering) Act affects many financial institutions and that the scope of this Act is not quite
the same in cases of reporting transactions and frozen accounts.
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In the latter case, yes the financial institutions must report certain information to law
enforcement authorities and to their regulatory agency, but if we look at the list of financial
institutions that are subject to this, we see that it does not cover, for example, accountants,
lawyers and other small businesses.
That being said, it is true that in some cases, small life insurance companies would be subject
to this but most companies subject to this provision are major ones.
I do not know if I have to also answer the question regarding privilege. In this case, about the
proceeds of crime the Act provides, in section 11, I believe, that nothing related to the
reporting of transactions or doubtful operations removes anything from professional privilege.
• 1040
Therefore the common law privilege that protects certain communications between a lawyer
and client is well recognized in this Act. That being said, it is important that all financial
intermediaries be subject to this law, otherwise there would be a...
[Editor's note: Inaudible]
The Chair: Thank you, Mr. Paradis and Mr. Lalonde.
Mr. Bellehumeur, three minutes.
Mr. Michel Bellehumeur: I will not ask the question I wanted to ask. Instead I will comment
on your answer to Mr. Paradis' question.
I know small law firms that make big transactions. If we look at very recent history, even if it
only at gangsterism in Quebec, we see that there is a lawyer whose name I will not mention
because I am not sure of it, who was convicted of money laundering. There were large sums
involved, millions of dollars. Are you telling us that such people are not covered?
M. Jim Peterson: We know very well that there have been cases where a few lawyers
committed an infraction. I will not...
[Editor's note: Inaudible]
...to the bar for what we do here. It is absolutely necessary that all financial intermediaries
respect the provisions of the act on money laundering and supplying terrorists with money. As
lawyers, they can respect the lawyer-client privilege. They have a right to do that. But when
they are not acting as lawyers, but as financial intermediaries, that is another matter. In such
cases, they would be obligated to report.
Mr. Michel Bellehumeur: I mentioned a number a while ago. Currently, since September
11th, how much money has Canada seized?
[English]
Mr. Jim Peterson: The latest figure is $150,000. There will be further reports coming in to us,
and they will have to be refined. As I've said, it's very difficult often to find out for sure
whether an account that's been seized is the one that was intended to be frozen. The minister
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will be giving a report in the not-too-distant future. OSFI is working on refining some of those
numbers for us right now.
[Translation]
Mr. Michel Bellehumeur: Would an amount of $150,000 justify that? Do you think you will
get more than that?
M. Jim Peterson: Certainly. Even if there wasn't a penny frozen in Canada, we would still
have to be in the forefront of the nations to protect people, including Canadians, from
terrorism.
Mr. Michel Bellehumeur: But not only on paper; in reality also.
[English]
The Chair: Thank you, Mr. Peterson.
Mr. Owen, for three minutes.
Mr. Stephen Owen (Vancouver Quadra, Lib.): Thank you, Mr. Minister and officials, for
appearing before us and giving us your thoughtful comments.
Perhaps I could just ask further questions with respect to the impact this has on lawyers. I
think it's true—I think we've mentioned—a lawyer's trust account would be caught under
clause 49, under the definition of entity. Under clause 51, lawyers would be caught under the
professional category. I heard the answer that professional confidences would remain.
• 1045
I'm just having a little difficulty understanding how you could retain professional confidence
at the same time as reporting on a financial transaction. I think there was a suggestion that if
you were acting as a conduit for a funding transaction, it would be something different from
your solicitor-client privilege. Is that what is being suggested? I'd like to have a bit of a better
explanation of why that is so, if that is the intent.
Mr. Jim Peterson: I guess the one possibility would be to say that anything a lawyer does is
beyond the reach of the law, with respect to money laundering, helping to fund terrorists, or
moving terrorist funds around the world. We don't believe that should be the case.
If a client comes in to a lawyer and says, “I want you to take this $1 million in ten-dollar bills,
put it in your trust account and issue me a cheque,” should the lawyer be exempt from that or
not, simply because of the privilege we've always accorded to lawyers in dealings with their
clients? In that case, the lawyer could say, “Yes, I will deposit this, but I have to report it.” At
that point, the client could walk out of his office and the solicitor-client privilege would be
respected.
If this committee is telling us that type of transaction should not be caught by this bill, I would
like a very clear signal from you.
Mr. Stephen Owen: Okay. Thank you.
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I think it is very important to clarify, on the record, that this act already creates, and this
amendment bill will create, an exception to the solicitor privilege or confidence with respect to
the flow-through of funds that are suspicious by their nature, exceed a certain amount, or are
clearly directed toward the financing of crime.
Mr. Jim Peterson: That is not denying anyone the right to get important legal advice from a
lawyer. The privilege is still maintained when they do that. But when the lawyer steps beyond
the bounds of giving that advice and serves as the financial intermediary, they must report it,
as anybody else would have to.
The Chair: Mr. Roy,
[Translation]
a brief answer.
[English]
Mr. Yvan Roy: I'll be very brief, Mr. Chairman. I thank you very much.
The view that is taken by the government is that the solicitor-client privilege is perfectly
protected by these provisions. Indeed, section 11, as referred to by Mr. Lalonde, states that
clearly, in the Proceeds of Crime (Money Laundering) Act.
What you have, however—and you can refer if you want to the regulations—are the
parameters that are given to the transactions a counsel should be able to conduct, without
being subjected to the legislation. Let me read very briefly what that is.
The PCMLA includes, according to the regulations, the receiving or paying of funds other
than—these would be covered by the privilege—those received or paid in respect of
professional fees. So you don't have to disclose professional fees. You don't have to disclose
either disbursements, expenses, or bail.
In other words, as the minister is stating, once you're acting as a financial intermediary you're
covered; when you're acting as a lawyer, you're protected. That is the view that has been taken
by the government. We think that is the state of the law, at least as we understand it.
Thank you, Mr. Chairman.
The Chair: Peter Mackay, for three minutes.
Mr. Peter MacKay: I have just a very brief follow-up question, Mr. Roy, on that point.
I guess it becomes blurry when you're acting as a financial intermediary if you, for example,
engage in the setting up of an account for a client. That, to me, falls somewhere in-between the
definitions you've just described. I suppose, particularly then, it comes down to the knowledge
the lawyer had of the reasons for the account and the source of the funds.
• 1050
I want to thank all of you for being here and for your expertise in this area. I think it is
absolutely critical in the war against terrorism to get at the lifeblood and the source of this
activity, although I think, sadly, we've all learned that the cost of terrorism is not as high as we
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thought it might be when it comes to the types of activities they can engage in. Weapons of
mass destruction are not necessarily the same as we thought they were before September 11.
More generally, to the minister, does your department envisage the necessity of greater
technology in terms of surveillance? What accounting is there for that in your plans? What
new powers do you foresee in this information gathering? On the use of electronic
eavesdropping through satellites and wiretaps, is that something you can foresee FINTRAC
engaging in directly, or will it be entirely left in the hands of the RCMP, CSIS, and Defence?
Mr. Horst Intscher: Thank you, Mr. Chairman.
We have no authority, and seek no authority, to conduct investigations. We are entitled to
receive and analyze certain information that financial institutions are obligated to report to the
government. We can also access, under arrangements, databases maintained for law
enforcement purposes. We are also free to receive voluntarily provided information by law
enforcement, or by citizens for that matter. But we are not entitled to go out and seek
information through overt or covert investigation. We were created as an analytic body. That's
our mandate, and we certainly are not seeking to expand that aspect of our mandate.
The provisions of this bill make it possible for us to look at this same data, not only through
the optic of the search for money laundering, but also through the optic of the search for
terrorist financing. The provisions in the bill that relate to FINTRAC are simply intended to
provide us with the authority to look for a different type of activity in the same data that's
already being reported to us.
The Chair: Thank you very much.
Mr. Grose, three minutes.
Mr. Ivan Grose (Oshawa, Lib.): Thank you.
My question may only serve to prove how difficult this is going to be. We talk about
confiscation and lifting exemptions for charities. At the moment, the United States and Britain
are bombing Afghanistan, in the hope of hitting a few terrorists, I understand. But the United
States is also dropping food. The United Nations is supplying food, and half a dozen wellrecognized charitable organizations are supplying food.
Inasmuch as we don't know what the terrorists look like, with a couple of exceptions, they are
probably benefiting from this food. Food is often used as a weapon of war. How in the world
do you separate the wheat from the chaff?
Mr. Jim Peterson: Mr. Grose, you raise one of the very difficult questions we're called upon
to face. These are tough calls. The law deals with financing terrorists; it does not proscribe
humanitarian efforts to help other people. So one would have to look very closely at every
transaction, to make sure that line is drawn.
Mr. Ivan Grose: But it's going to be a very difficult line to draw.
Mr. Jim Peterson: I'm sure the person you should talk to on this is the CCRA minister, Mr.
Cauchon. We have about 76,000 to 77,000 registered charities in Canada today, and a lot of
these involve those very difficult types of distinctions.
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• 1055
Our effort here is to make sure a charity that funds terrorists, or directs money to terrorist
activities, is de-certified, has its tax status removed, and has its funds forfeited to other
charities or to the crown. Our effort here is to deny tax status to it and the capacity to exist.
In the case where a charity is supplying food to refugees in Afghanistan, I have no doubt the
CCRA would tell you that is not financing a terrorist activity.
The Chair: Thank you, Mr. Grose and Mr. Peterson.
At your suggestion, we'll see if we can arrange to have Minister Cauchon here at 11:30.
Some hon. members: Oh, oh!
The Chair: Mr. Fitzpatrick.
Mr. Jim Peterson: I didn't realize I had such power. I've never had that before.
Mr. Brian Fitzpatrick (Prince Albert, Canadian Alliance): Thank you, Mr. Chair, and
thank you, gentlemen, for taking the time to come here.
I have some difficulties with the reporting requirements under this legislation. I think Mr.
Blaikie raised the point already. Under proposed section 83.1 it's mandatory that you report to
the Commissioner of the RCMP and the Director of CSIS if you have funds or assets. I'm sure
there are provisions where they have to be frozen as well. Then we have the money laundering
requirements, which I'm not totally familiar with, but I imagine they impose burdens and
obligations on third parties that are holding assets, and so on.
The question that comes to mind is if we have those two requirements, why do we have
proposed section 83.11, where on a monthly basis these institutions have to report to their
regulatory agencies with these monthly reports?
I'm going to try to put this in perspective. In Ontario there are probably thousands of financial
planners, insurance agents, and small independent operators. They're going to be filing
monthly reports, I presume, with the Ontario Securities Commission. I doubt whether the
Securities Commission has anybody who's going to monitor and go through these reports.
They have lots of obligations already.
What are they supposed to do with these things? By that stage the assets are frozen, this has
been reported to the RCMP and CSIS, and the money laundering thing has already kicked in.
Now they must also have somebody in business continuously monitoring these accounts and
sending these reports to the Securities Commissioner, or, if you're in the insurance business,
the Superintendent of Insurance.
So they are getting thousands of pieces of paper every month, and I'm sure they're not going to
look through these things. What are they supposed to do—box them up and ship them to the
Commissioner of the RCMP, CSIS, or the intelligence community? What's the purpose of this
mountain of paperwork that I think you're really creating under proposed section 83.11?
Just as another point, two experts on terrorism were here yesterday. I think they basically said
the cattle were out of the barn. This legislation should have been in place a long time ago. The
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al-Qaeda network is probably underground, and they're three steps ahead of us on this sort of
thing.
What's the purpose of the mountain of paperwork under proposed section 83.11?
Mr. Jim Peterson: Look, if this committee today, or after the law is enacted, as you may
amend it, has better and less onerous ways to do this, then we welcome those suggestions. We
will, I can assure you, be working with financial institutions to try to alleviate that burden as
much as possible.
It's obvious why FINTRAC would want this information. We don't want to duplicate its
activities. Our financial intermediaries are already reporting to FINTRAC on money
laundering, so we think it just makes sense to add one more report, i.e. on terrorist financing.
We think that helps the institutions that have to report, as opposed to reporting to a different
institution.
You may ask why we want them to report on a monthly basis as well to the Superintendent of
Financial Institutions—
Mr. Brian Fitzpatrick: The Securities Commission also.
• 1100
Mr. Jim Peterson: OSFI, which is where we will be getting the reports federally.
Part of the role of OSFI is not to act as a cop but to ensure that these institutions are safe and
sound. Part of that investigation into whether an institution is safe and sound, protecting
depositors and policyholders, is their system of governance. That goes into OSFI's calculation.
If they get information on the types of activities that are coming through, and can monitor the
information that comes in, then that is again one of the aspects of the governance of a
particular institution. So that is part of the reason we think it's important that they report to the
regulator as well.
I'm not particularly as worried about the big institutions, because they have the capacity to do
this, but I think it will be a factor in a lot of smaller institutions being told, “We want you to be
very prudent and we want you to adhere to the law as well.”
The Chair: Your time is up, Mr. Fitzpatrick.
Mr. Lee, three minutes.
Mr. Derek Lee (Scarborough—Rouge River, Lib.): Thank you.
Mr. Peterson, as you know, Parliament has a constitution based in unfettered power to send for
a person's papers and records, and although that can only be changed explicitly by statute by
Parliament, in clause 70, which deals with proposed subsection 59(1) of the proceeds of crime
act, the PCMLA, there is wording that refers to the case of an order for production of
documents. On the face of it, it might be interpreted to actually impinge on Parliament's
constitutional right to send for a person's papers and records.
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So my question is, is this why the change in wording to insert conditions on responding to
orders for production of documents? Why the change in wording?
Secondly, was it intended to bushwhack Parliament's constitutional right? The answer to that
question is either a simple yes or no. If it is yes, we have another set of issues. If it is no, then
could we have that confirmation today, or later in writing in due course, so it can be confirmed
on the record that it is not the intention of the statute to impinge on Parliament's PPR
authority?
Mr. Jim Peterson: I can't imagine, Mr. Lee, that it would be, but I shall ask Mr. Roy to
respond to your very precise question.
Mr. Yvan Roy: I would like to give you a precise answer to your precise question, but I'm not
sure I would be in a position to do so, because I'm not sure I got the question as clearly as I
should.
Section 59, as it is to be amended, simply, by my way of reading it at least, refers to an
addition with respect to the financing of terrorist activities. In the production orders, it is with
respect to judicial orders that can be issued for the purpose of getting information. I do not see
anything in it that would touch in any way, shape, or form the privilege of Parliament to seek
information and documents. But I should hear you more.
Mr. Derek Lee: To clarify this, if I may, the wording says that an official at the centre shall
reply to an order for production of documents only if there if there is a CSIS act or a certificate
referred under section 60.1. There must be a certificate.
If the order for production of documents includes orders that Parliament would make under
PPR, then it is arguable that Parliament would have to ensure some kind of a section 60.1
certificate. Of course, that is not the case now, and in my view never should be.
I'm asking for clarification. Why the change in wording to require the certificate? I'm going to
assume that no one ever thought of this. The government was not thinking of this—and that's
good, ignorance is bliss—but if they were, if someone in government was thinking of
parliamentary orders for production when they wrote this, then they're trying to bushwhack
Parliament and I want a confirmation of the intention—not just for now but in case this issue
comes up later. I want it very clear on the record that it is no one's intention, around this table,
in the House, or in government, to impinge on Parliament's PPR. If you read the wording of
the section, and consider my words now, I think you'll understand what I'm getting at.
• 1105
Mr. Jim Peterson: Mr. Lee, I can assure you that as we poured through the minutiae of these
very detailed amendments, the thought never crossed our minds. But I think it's a very good
point you've brought out. I think we owe you a response, and we'll get it to you as soon as
possible. Thank you very much for your stellar sweeping.
The Chair: Thank you very much, Mr. Peterson and Mr. Lee.
Mr. Bellehumeur, three minutes.
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[Translation]
Mr. Michel Bellehumeur: The current provisions of the Criminal Code have allowed the
seizure of $150,000 related to terrorism. We know that in Canada billions of dollars are
laundered annually. Even if we increase the infractions, the applicable penalties, and if you get
the power to freeze these sums for longer, if there is no political will to conduct inquiries and
go the distance, you won't necessarily seize more money. That's what I want you to
understand. I'm not saying that it is not necessary. I understand that it is necessary to do so and
in fact we are asking that it be done, but we need more than information and powers that are
on paper. Political will is needed, and I don't feel that the federal government has it. That was
not a question but a comment.
I will now ask my question. It touches on something else that concerns me. Does the proposed
section 83.28 apply to lawyers? Can you tell me if subsection 83.28(8) applies to lawyers? If
that is not the case, we have a problem.
Mr. Jim Peterson: Thank you Mr. Chairman.
You are right. When we started working on the money laundering bill, we believed that
between $5 and $17 billion were being laundered annually. So we have succeeded.
I will let Mr. Roy answer the specific questions you have asked.
Mr. Yvan Roy: Thank you Minister.
Your questions, Mr. Bellehumeur, bring me to a clause in the bill that allows for a specific
kind of inquiry.
Mr. Michel Bellehumeur: You are forcing someone to testify.
Mr. Yvan Roy: We are forcing someone to testify. I believe that the Minister of Justice said
to you that this means of inquiry is already allowed under other acts. In fact, because here it
can be used in cases of mutual assistance.
You are asking if a lawyer could be called to testify before this committee. The answer is yes
since there are no limitations in this area.
A lawyer can be called upon to testify before any court of law but there are limits as to what he
can say during his testimony and the court will recognize those limits. What are they? The
lawyer-client privilege.
If you are a lawyer, that does not mean that you can't testify or be forced to do so, but there are
impassable limits, in other words that privilege we all know.
The Vice-Chair (Mr. Denis Paradis): Thank you very much Mr. Roy and Mr. Bellehumeur.
We will move on to Mr. McKay.
[English]
Mr. McKay.
Mr. John McKay: The way in which money is traditionally transferred from jurisdiction to
jurisdiction in certain countries is a fairly informal network. Literally, somebody will walk
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into a shop on the Danforth, write a cheque for $1,000, the individual will charge a fee and
phone somebody in another country, Afghanistan, Pakistan, you name the country, and the
transaction is completed.
• 1110
The British bill I think—and I'm not absolutely certain, having gone through it—provides for
seizure of cash really in any form, and there's no $10,000 threshold or anything like that.
I don't really know whether this is a large item or a small item. I do know it is a traditional
way of doing transactions in certain kinds of cultures. I would expect that at least criminal
activity takes place in these kinds of transactions. Certainly it's not all criminal activity by any
means—there may not even be large percentages of criminal activity—but I should imagine it
would be a way of doing transactions that defeats the intention.
Can you give to this committee any assurances, either within this bill or outside of this bill,
that those kinds of transactions, if you will the nickel and dime transactions, are being
monitored, and whether in fact... I'll put it dramatically: this bill seems to cover the big ones,
but there's a whole bunch of fish swimming through the net because the net is not tight
enough.
Mr. Jim Peterson: Thank you, Mr. McKay.
I have no terribly satisfactory answer for you on this. A Hawala-type operation is an
alternative remittance system. It is, we believe, caught by the current money laundering law
and will also be caught under the terrorist provisions that are brought in to the bill.
Having said that, we then go from a question of what can you do to stop these things to
recognizing that they may be highly movable and portable, that they may not have a big
infrastructure, and certainly are not registered.
One of the discussions we're undertaking with our international counterparts, and it will be a
big part of the discussions of the Financial Action Task Force on Money Laundering on this is
how can we deal with this type of informal, non-registered, highly mobile type of remittance
system?
Dave, maybe you'd like to say something about this. Maybe, Horst, you have some thoughts
on it.
Mr. Horst Intscher: I would note that, in our view, these types of remittance systems are
caught under the definition of money services businesses, and therefore are subject to the
record keeping and reporting requirements of the Proceeds of Crime (Money Laundering) Act.
They will be subject to compliance audits by FINTRAC, as are other money services
businesses.
In addition, to the extent that they do not reveal themselves to us as reporting entities, when
their remittances in any way come in contact with the regular, the formal financial system,
there will be an additional means of ascertaining what their activities are and taking steps to
bring them into compliance with the act.

Appendix E - Page 320

Commission of Inquiry into Money Laundering in British Columbia

If they fail to comply with the record keeping and reporting requirements, they are opening
themselves up to serious sanction under the provisions of the act that relate to failing to report.
Perhaps Mr. Beer might have something to add.
The Chair: Mr. Beer.
Supt Dave Beer: The question is a very astute one, and there's no question that informal
systems such as you described will pose quite a challenge.
• 1115
Let me revert to the question raised earlier by Mr. Peter MacKay about the importance of
international communication and understanding. The extent to which these informal systems
exist, and taking the opportunities to learn more about them; the extent to which they will be
more difficult to trap, inasmuch as they're outside of the traditional banking sector or the
traditional financial sector; the extent to which we can use other investigative techniques and
powers, dealing with them more in terms of a substantive offence than purely a money
laundering offence or a terrorist funding activity—these will be important to gaining some
success. But you're absolutely right; it would be very challenging.
The Chair: Thank you very much, Mr. Beer.
Mr. Peter MacKay.
Mr. Peter MacKay: Thank you, Mr. Chair. To all of you again, I'm very heartened to hear the
minister say, in a very frank way, that this is going to take some time. We're not always going
to get it right. We're going to learn from the experience of other countries. I think that's a very
healthy approach to take, Minister. This is something we're all going to be going through
collectively, both here in this country and across the world.
I have two very quick questions, specifically to follow up my colleague, Mr. Bellehumeur. The
first deals with the investigative hearings described at proposed subsection 83.28(8), in clause
4. I believe that is the specific subsection that talks about exemptions from disclosure of things
that might otherwise be considered privileged, both as to demands for testimony and the
production of documents, which might crop up in the case of a lawyer representing a client.
The other question I had relates specifically to instances where there has been a seizure, for
whatever period of time. I think we can all foresee instances where, because of the complexity
of cases involving financial transactions—and I've been involved in ones that dealt with
vehicles or with incredible volumes of documents because of the attempts to avoid leaving a
money trail... I'm wondering what safeguards there are for those whose assets have been
seized.
Mr. Roy, you referred to the fact that cases may come to light—sometimes months or years
down the road—where considerable sums of money have been frozen. Is there a compensatory
scheme? Is there recourse for an individual to say, “Look, I've lost a great deal of money in
interest while my assets have been tied up through this procedure”? Is there a fallback for
them? God forbid that this happen, but it could, and it has in the past.
The Chair: Mr. Roy.
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Mr. Yvan Roy: Thank you, Mr. Chairman.
As I indicated when I tried to answer a question from the other Mr. McKay, the law as it
stands continues to apply in those circumstances. If there were, on the part of the state,
negligence that could be ascribed to the behaviour, the law will continue to apply. Therefore
redress would be available before the appropriate courts in those circumstances.
I also expressed, when I answered the question coming from Mr. McKay, the thought, and
certainly the wish, that the guidelines given to government officials are to use provisions like
this only in appropriate cases. We are not supposed to use provisions like this to go on a wild
goose chase.
That is certainly not what is expected and not what has happened with respect to money
laundering, for which we've had such provisions. We've had experience for the past 13 or 14
years, and it has not happened. It is not expected that it will happen with the provisions
proposed to Parliament for adoption here. They are targeted to terrorism, but sit within the
general context of the law. The protections that exist in that context continue to apply here.
There is nothing removing governmental actions here from the general application of the law.
Mr. Peter MacKay: No, I appreciate that.
The Chair: Thank you very much. I have to go to Madam Allard.
Madam Allard.
[Translation]
Ms. Carole-Marie Allard (Laval East, Lib.): I have a question for Mr. Roy. Mr. Roy, you
have often testified before our committee regarding the study of another bill that was very
important for my constituents of Laval-East.
• 1120
In fact, you know that once again last weekend a young teenager was shot by a biker. That is
very tragic.
Previously we studied an antigang bill and now we are looking at an antiterrorist bill. Can you
tell us if the concept of participation in the antigang bill is related to the one in the antiterrorist
bill? I know that this is not about finances, but I would like to benefit from Mr. Roy's
knowledge.
Mr. Yvan Roy: Thank you madam.
I worked closely on the development of the bill to which you refer, C-24. My involvement in
the preparation of Bill C-36 was not as great since I had changed jobs in the meantime.
However I am happy to say that the concepts in Bill C-24 were used by the writers of Bill C36. Incidentally, the participation and facilitation concepts that were studied by this committee
in the context of Bill C-24 are in Bill C-36. If they were relevant for C- 24, they should also be
for C-36.
Ms. Carole-Marie Allard: I would like to ask you another question Mr. Roy. We have the
impression that the antiterrorist bill broadens the powers of the Federal Court, gives certain
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powers to the judges of the Superior Court and also to the judges of Court of Quebec to decide
on releases. In the end, are we not diluting the powers of the judicial system by giving multiple
jurisdictions to multiple courts? Have we considered the creation of a special tribunal for
terrorists acts so that it could rule on a case from beginning to end?
Mr. Yvan Roy: As far as I know, there has been no question of creating a specific special
court for this. It has been established—and you yourself have remarked that it is in the Bill—
that there must be judicial supervision of many powers given to the State. That is why the
judges of different jurisdictions have supervisory responsibilities.
The basic principle adopted is that when federal government measures are at issue, we use the
Federal Court to decide and supervise the judicial powers, and when the case is more
provincial in nature we use the provincial and superior courts to supervise everything.
We have created special tribunals in very special cases. I do not believe that this is something
that we should favour. I prefer to have judges with an extensive knowledge of the law look at
these questions and consider the numerous elements and interests that have to be taken into
account in such difficult circumstances.
The Chair: Thank you Ms. Allard and Mr. Roy.
[English]
A last question goes to Mr. Sorenson.
Mr. Kevin Sorenson (Crowfoot, Canadian Alliance): Thank you, Mr. Chairman.
I want to thank you for coming. I found this very fascinating. When we talk about the war on
terrorism, obviously travel and dollars—being able to limit their financing—are two of the key
roles in fighting terrorism.
Part of what we're concerned with here is there are no institutions, I would imagine, here in
Canada with “Al-Qaeda Inc.” bank accounts. We realize from witnesses there are many small
cell groups active in Canada. CSIS has said there have been 50 organizations raising money
for terrorist organizations in the past. So we know there are large organizations, but there are
also these little cell groups. In the past week, in Fort McMurray, three terrorists were arrested
with 15 different aliases and all these different credit cards.
• 1125
What I'm driving at is this. Various financial institutions are going to be required to determine
if these larger organizations are active in their territory and using their banks as an institution.
But how effective are little banks in Fort McMurray, with three individuals—and maybe
another four individuals in a small little cell group—going to be?
And what is the cost to them going to be? Have we anticipated any administrative costs we can
expect these administrations to have to come up with ?
We talk about summary convictions, and you also mentioned that larger institutions may be
able to handle or absorb these. Summary convictions of $100,000 may be a fairly small
conviction for a very large group, but these little cell groups... My concern is—though I never
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really thought I'd ever hear myself say this—for some of the institutions. Are they going to put
someone in charge of that?
My other question, very quickly, involves the example where $150,000 has been seized. How
many different groups are represented within this dollar amount, and how did it come about?
Did it come about as a result of banking institutions coming to CSIS or RCMP, or did it come
about through the RCMP saying: “These are individuals; let's seize their personal accounts”?
The Chair: Thank you, Mr. Sorenson.
Mr. Peterson.
Mr. Jim Peterson: Thank you very much, Mr. Sorenson.
On your second point, the $150,000 that was announced previously was the result of financial
institutions coming forward, having recognized some of the terrorists who were listed.
On your issue concerning small financial institutions, maybe in smaller communities, not
having the resources, to the extent they're linked into one of the major financial institutions I
suspect it will not be long before they are online with certain types of communications systems
that will hopefully alleviate this burden.
I know part of the work of FINTRAC and Horst Intscher is not to act as cops, but to work with
all types of institutions on implementation. Maybe he could say a few words about that.
Mr. Horst Intscher: The approach we are going to take with all reporting entities, really, is to
work with them in partnership to help them understand their compliance responsibilities and
achieve compliance in as easy and unburdensome a way as possible.
To assist them in making some of the determinations they have to make, we have issued some
guidelines. We will be continually revising the guidelines, to flag for them things they should
keep in mind when they conduct transactions. Also, to help them report to us in a simple
manner, we're establishing very simple electronic reporting means that they'll be able to use.
We will be calling on them periodically to ask if they have any problems and whether we can
help them or help provide training materials.
Mr. Kevin Sorenson: Some of these are very small credit unions—
The Chair: Mr. Peterson wants to make another point, Mr. Sorenson, and this will be the final
point.
Mr. Jim Peterson: Having been so graciously cut off, thanks, Mr. Chairman.
The Chair: Not at all.
[Translation]
M. Jim Peterson: I would like to answer Mr. Bellehumeur's question. Do we have the will to
go after the money launderers and the terrorists?
I can assure all of you that there is a great will to do so within the government. We will do
everything in our power, everything possible, which should be the duty of every one of us.
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[English]
I want to thank you all very much, Mr. Chairman, and especially you, for this opportunity to
appear before you. If you have other questions arising out of your deliberations that involve
us, we'll be pleased to work with you. Good luck.
The Chair: I'm sure you've enjoyed your first appearance before the justice committee so
much you'll be anxious to come back.
Mr. Jim Peterson: Certainly.
The Chair: I would also note, further to your suggestion earlier that we have the minister
responsible for the CCRA drop by, that our staff here is capable of practically anything. We're
going to suspend, to allow the opportunity to change cards, and we'll have the minister
responsible for CCRA before us very shortly.

October 30, 2001
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ): First of all, I would like to thank you
for joining in with all the others who have voiced their concerns regarding the possible
application of Bill C-36. Quite sincerely, I agree with everything you have said, from A to Z. I
have been saying the same things over and over again ever since the bill was first tabled.
To sum up, the way the bill is drafted, there is the possibility of abuses, and I think that all six
of you share this point of view. You are not questioning the rationale for such legislation, but
it does allow for abuses. Individual rights and freedoms, and even the rights and freedoms of
society, could be threatened by potential abuses of the legislation.
The bill places far too much power in the hands of individuals. The balance that the
government has been trying so hard to attain, which seems to have been an important element
right from the outset, is the balance between national security and rights and freedoms.
Obviously, this objective has not been reached. I think that everyone also agrees that a sunset
clause is needed.
Here is my question: Would it be possible to add something to this bill that would shed more
light on the rationale for its introduction? I will explain what I mean by that.
I am convinced that we need such legislation, if only to implement here in Canada certain
international conventions that we have yet to implement. We also need such legislation to deal
with the whole problem of money laundering. At present, Canada is far, far too lax, and we
really have to think about this problem.
Yet it seems to me that something is lacking. I am thinking aloud along with you, and I would
like you to tell me whether I am completely mistaken or if it would be possible to do a better
job of delineating the reasons for such legislation and the way we would like to see it applied
in Canada. I think that a precondition is missing for the application of Bill C-36.
I know there are provisions in the Criminal Code... I do not have an example with me, but at
the very beginning of the Criminal Code, there is a section on people who threaten the stability
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of the government or the democratic nature of a government. The offence is set out at the very
beginning of the Criminal Code. We should add a similar precondition to Bill C-36, saying
that the legislation applies once the offence has been proved beyond all reasonable doubt.
I am also worried about the new principles having to do with suspicion, etc. Could we use the
principles that are well-known in Canada that say "when there are reasonable grounds to
believe that such and such an individual or such and such an organization is threatening the
democratic nature" or "attempts to overthrow a government or destabilize it financially or an
order of government politically?" Could we use something like that? I have not made up my
mind about the terms of the definition, but could we add some kind of precondition for the
application of the legislation, which would naturally go along with a sunset clause requiring a
review and Parliament voting on the legislation again, since this is such an exceptional piece
of legislation?
Could that reassure the people who are worried that the use of Bill C-36 could harm people's
individual and collective rights?

October 30, 2001
Mr. Michel Bellehumeur: I think that you're right to say that in times of crisis we must be
careful not to go to the other extreme. Right now, Canadians and Quebeckers are looking for
security because of the events we all know about. They're going to grasp at anything we give
them if we tell them it's good for national security and their own security. You can be sure that
people will grasp at that. I think you have the right to ring the alarm when things go too far
and you're doing that this morning. As parliamentarians, we must listen to what you are
saying.
We must look at this as objectively as possible without getting into specifics, without grasping
at that false sense of security. It must be said that no legislation is going to stop men or women
who decide to die for a cause. Yes, you can have legislation, but you also have to look for
balance. We don't have that balance here. Quite clearly, we don't have it.
As far as I'm concerned, I'm in favour of a sunset clause. I'm also in favour of respecting
international conventions. But the way it's worded... Even international conventions, as you
said earlier, refer to certain clauses of the Criminal Code. I have some serious problems right
now. Yes, I want those international conventions, but they refer to clauses of the Criminal
Code which actually go very far concerning hazardous products. When ordinary people stand
in front of a truck carrying nuclear products, that is considered a terrorist act.
I think that the hate propaganda provisions aren't a problem, anymore than those that pertain to
laundering proceeds of crime. I also think that the registry of charity organizations, except for
the very secret part of putting people on the list or not, is still acceptable, depending on a
review of those cases. However, for the rest of the legislation, I would like to see a sunset
clause.
In the U.S.A., there is a sunset clause setting out that it's for three years, renewable for two
years thereafter; so it's a maximum of five years. In France, the legislation clearly spells out
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that it dies on December 31, 2003. I think that it's even more complex in Great Britain: there
are things that are done every year with some kind of vote. I think it would be normal to do
that here, save for the exceptions I've just mentioned. Do you agree on that?
• 1105
Mr. Pierre Bosset: Yes, generally speaking. The time limit is necessary and it is even in the
spirit of the international conventions on human rights that Canada has ratified, which provide
that in times of emergency, you can temporarily suspend human rights on condition you say
so. In this case, we did not proclaim a state of emergency. We could have done that. Canada
does have an Emergency Measures Act that was passed here a dozen years ago but it wasn't
raised in this case. But we are faced with exceptional circumstances and everyone agrees on
that. And because we are facing exceptional circumstances, this bill has to be limited as to its
duration.
I think the enumeration of the nevralgic or problematic aspects of the bill that you've made are
pretty close to the consensus of the witnesses you have before you. At the very least, I think
the lawmaker would not err in attaching a sunset clause to the provisions you've just
mentioned.
[English]

October 30, 2001
Prof. Julius Grey: As to the first part, I agree with you. Raising funds is not economic, it's an
issue of property or direct working of a terrorist organization. It's the same thing as happens
with a criminal gang, a Mafia, in Canada. It's just as criminal to launder their money as it is to
do the actual violent business they may be doing. That's not economics. It's the same with
destruction of property. I don't object in that area, because when you destroy property, you
may also destroy people—setting fire to something destroys both. That's not what I worry
about.
What I worry about is disruption to people's economic interests, and there you're perfectly
right. You're saying there could be tremendous havoc with our markets with all sorts of things.
I agree with you, and I think these things can be prohibited. For instance, I don't know if you
followed the case, but a 16-year-old hacker in Montreal did a tremendous amount of damage.
A hacker can do a considerable amount of harm. Nevertheless, I think we must distinguish
between that and terrorism. The reason I don't want activities that are intended, for instance, to
harm the economy, so-called economic espionage etc., to count as terrorism is not that I think
these are nice and proper things for people to do, but that I think they should be dealt with
under the normal Criminal Code provisions. They do not deal with that type of intimidation, a
threat to somebody's life or direct property, setting fire, throwing bombs, sending envelopes
full of white powder, whether or not they contain the suspect substance. That is a different
type of terror and a different type of intimidation.
I bring back my point. There are a great many things people do in our society that are terrible.
If we classify too many of them as terrorist, we're basically undoing the whole idea, because
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they're no longer that exceptional and that special. So with the economic stuff, it's not that I
wish to approve, for instance, harming markets intentionally, it's that I don't think they amount
to terrorism, and there is a provision in the Criminal Code.

October 31, 2001
Ms. Pierrette Venne: I have one final question to ask.
Since the coming into force of the Proceeds of Crime Act, many lawyers have come to
complain about the new provisions being imposed upon them. They are required to declare
suspicious operations. They have told the media and everyone who would listen that this is an
infringement on solicitor-client privilege and that it will turn lawyers into informants working
for the State. We know that in the future, under Bill C-36, the Money Laundering Act will also
cover the funding of terrorist activities. This is what will be in force.
Given that lawyers are not supposed to facilitate crime, why are these lawyers coming to tell
us that they feel constrained by this Money Laundering Act which will heretofore also apply to
the funding of terrorist activities? Do you have an explanation to give us in this regard?
The Chair: Mr. Potter.
Mr. Simon Potter: Madam, thank you for giving me the opportunity to speak to you about
this matter, because it is often misunderstood.
Lawyer associations have never come to ask that lawyers be allowed to commit crimes. That is
not it. What we want to do is to protect the confidentiality of what a client may tell his or her
lawyer. This confidentiality is absolutely essential to the proper administration of justice and
to the protection of individuals vis-à-vis the State, vis-à-vis their adversaries, vis-à-vis their
competitors. Without this confidentiality, clients will not be open with their lawyers. This
confidentiality must be protected.
With regard to the proceeds of crime and, now, terrorist activities, clients must be able to
speak openly to their lawyer without the latter suddenly feeling the need to right away run to
the police to report some suspicious thing that his or her client may have revealed. We must
protect the confidentiality of the solicitor-client relationship. This does not mean that lawyers
must be allowed to participate in these crimes, not at all, but the lawyer who is told something
by his or her client must be allowed to keep this information confidential.
• 1730
[English]
The Chair: Mr. Lomer.
Mr. Michael Lomer: In the course of my function as a defence lawyer, I may have clients
confess all sorts of things to me. If it were the law that I had to then tell the crown what that
confession was—and then turn myself into a witness, I might add—our administration of
justice would cease to function. It just would not work, because defence lawyers would then
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be perceived, quite accurately, as being Trojan horses for the prosecution. That's not the way
we work it in an adversarial system.
On that point, I point to proposed subsection 83.1(1), where it says a person in Canada has to
tell both the RCMP commissioner and the director of CSIS. Is there some sort of jurisdictional
thing that you have to tell both of them? I don't get that. Is it to keep the left and the right
hands knowing what's going on at the same time?
Leaving aside that curious “and”, the part I draw your attention to is information about a
transaction—
[Translation]
Ms. Pierrette Venne: What provision are you speaking about?
Mr. Simon Potter: It is proposed section 83.1, Madam.
[English]
Mr. Michael Lomer: If you look at proposed paragraph 83.1(1)(b), where it talks about
“information about a transaction”, that clearly would be a transaction in the past. If I were
defending somebody, that would mean if my client came to me and told me about that
transaction, under this law I would be required to turn around and tell the commissioner of the
RCMP and the director of CSIS. That's a clear violation of solicitor-client privilege. The
section has to be changed. It has to at least acknowledge that defence lawyers defending
people charged with these offences can actually receive information without the obligation to
turn it over to the police.
The Chair: Thank you.
I think Mr. Ouimet wants to speak to this, and then I'm going to go to Madam Carroll and Mr.
MacKay. We're over time here.
[Translation]
Mr. Ouimet.
Mr. Gilles Ouimet: With regard to the solicitor-client relationship in particular, there is also a
provision according to which a lawyer may not divulge the fact that he or she has made a
report or has communicated the information required under the law.
This provision will undermine the very basis of the trust relationship between a lawyer and his
or her client, to the extent that the client will have no way of knowing if his or her lawyer has
made such a declaration or not. This is a provision that may cause problems in certain
situations.
The Chair: Thank you very much.
[English]
Madam Carroll, for three minutes, and then Peter MacKay.
Ms. Aileen Carroll (Barrie—Simcoe—Bradford, Lib.): Thank you, Mr. Chair.
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Fortunately for me, since I have only three minutes, John McKay asked Mr. Potter a lot of
what I wanted to ask, so it's on the record and I'm grateful for that.
Mr. Potter, I would just like to ask you, in reference to page 15 of your brief and the
sunsetting, is the bar recommending that the entire bill be sunsetted when you say that? In the
second paragraph you say there are some portions that are of general value and should be
retained past the operation. Could you just elaborate on that?
Mr. Simon Potter: Thank you very much. By the way, as you come from the riding where my
brother lives, it's a question I'm very happy to answer for his benefit.
Ms. Aileen Carroll: I'll tell him.
Mr. Simon Potter: There are three sections in the bill that deal with hate crimes, for example,
that make them hate crimes even if they are carried over the Internet. We have no problem
with those three sections, and in our submission we identify precisely which three sections
they are. We want the rest of the bill sunsetted. We don't see a need to sunset those three.
Ms. Aileen Carroll: I have a supplementary question, Mr. Chair.
I've had some people mention to me that sunsetting would create a dilemma for a defence
lawyer, that he's in a process, looking at a timeline, and evidence is going to be submitted.
Would a sunset clause have a negative impact on his or her ability to defend?
Mr. Simon Potter: Well, my answer is there should be no problem with a sunset clause. What
we are dealing with here is essentially massive increases in police powers, and I don't see any
difficulty with those police powers—which didn't exist yesterday, which apparently will exist
in a few weeks time—not existing in a few years. I don't see the difficulty there.
Some people have suggested you don't want to find yourself in the middle of a police
investigation and suddenly have your power disappear. I can understand it might be
problematic for the police, but we don't run our society for the police.
• 1735
Ms. Aileen Carroll: Thank you.
I have one last question, for Professor Magnet. I listened carefully to what you said about this
bill being modelled on the United Kingdom's bill of 2000, that we aren't the U.K., we don't
have Northern Ireland, and we're not a superpower, and generally, you hit a lot of chords with
me. Do you think a sunset clause is sufficient, then, to take out a bill that is, in your view, so
untypically Canadian?
Prof. Joe Elliot Magnet: I think a sunset clause is necessary for the reasons my colleagues
have put forward, but I don't think it's sufficient; in other words, I have not seen the
justification put forward for these powers. So I fear that even if we were to clean up our act in
three or five years, we still would have eroded our juridical culture, we would have damaged
our society, we would have created disaffection, and possibly we would have done some good,
but we've seen no justification that we would. In other words, we lack the strategic dimension
here as to what we're responding to. We all know about September 11, but we don't know
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anything else. So until that justification is made, until we have better strategic information, I
would say these measures are not to be implemented.
Ms. Aileen Carroll: Do the Brits have a sunset clause?
Prof. Joe Elliot Magnet: No.

November 1, 2001

Ms. Pierrette Venne: Thank you, Mr. Chairman.
I would like to talk about the financing of terrorism activities. As you know, on Monday of
this week, the American secretary asked international financial action groups to draw up
international criteria to counter the financing of terrorism.
I'd like to ask you whether you believe it is possible to arrive at a consensus on the means to
take to curtail the financing of terrorist activities. According to you, what should those criteria
be?
• 1115
Perhaps we could include them in Bill C-36, since we are amending the Proceeds of Crime
(Money Laundering) Act, and add the financing of terrorist activities to our changes.
[English]
The Chair: Mr. Westwick.
Mr. Vincent Westwick: This is a difficult question to answer because grappling with the
aspects of financing of terrorism is new to all of us. What has impressed us in the bill is that
there are tools provided. I would simply repeat the point that Mr. Adkins made the last time,
namely that we're not sure whether they will be adequate enough; we're not sure of their full
application, but we like what we see so far.
The Chair: Mr. Adkins.
Det S/Sgt Brian Adkins: I think that's a very challenging question as well. I don't know
whether you could get an answer to that question right now with the urgency of this bill. But I
think it raises a valid point that should be considered down the road.
The other thing is we are unique in Canada, and it's very important that we take a look and ask
what's going to be affected here. There may be things we may agree with internationally.
There may be things we can't agree with. So I think whatever we do has to be tailored in
Canada. The chiefs have many relationships back and forth with policing across the world, and
of course you're familiar with Interpol. I think those are issues. But that's a question that has to
be studied to get a successful answer.
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The Chair: Mr. Obst.
Const Grant Obst: Just quickly, I think Madame Venne has hit on a good point. I can't
address specifically your question with respect to financing of terrorism. But there are a
number of additional tools laid out in this bill that many of us in law enforcement, even the
more mature investigators, are going to be dealing with for the first time. We've been talking
about a sunset clause and about a review and about timing for any one of those, and I'm
thinking that what we should probably be talking about is some strategy where we stay in
touch with each other—not constantly; I think heard the amount of time of six months talked
about. That might not be a good idea and perhaps that should be examined a little closer, so
that we can see how these new things are working. Mr. Niebudek indicated we may be back
saying they're not working—we need this changed, we need that changed—and I don't think
we should lose sight of that.
The Chair: Mr. Knight.
Mr. Leo Knight: Thank you, Mr. Chairman.
In response to the member's question, I referred in my presentation to a report from the
assistant director of Interpol to a subcommittee on crime in Washington, D.C. I have a copy of
that report. If the member would like, I can make it available to him.
The Chair: Thank you very much.
And now to Mr. Owen for three minutes.
Mr. Stephen Owen (Vancouver Quadra, Lib.): Thank you all for appearing before us today.
I'd like to make just one observation. First of all, we've talked a lot regularly in this committee
about the extraordinary new powers of this bill. It's a complicated, large bill and it addresses
very important issues before us.
But I think it's useful to remember that much of what is in this bill is simply an extension of
what we already have. I am thinking of many of the tools that have been provided to deal with
organized crime before, whether it's with respect to money laundering, proceeds of crime, or
electronic surveillance, whether it's the penalties, whether it's participating, directing, or
facilitating those criminal organizations. I suppose it's not unusual that these are simply
applied now to terrorism, because terrorist organizations are the ultimate criminal
organization.
But when we talk about these extraordinary powers we realize that most of them already exist.
Even the investigative hearing exists now in the mutual legal assistance provisions we have
with respect to cooperation with other countries.
I'd like to place two questions that relate to that statement. One is with respect to the
cooperation among law enforcement agencies, particularly internationally, given what we
know about the international quality of terrorist organizations. It speaks to the situation that is
sometimes called subcontracting. This may be part of the concern with the extended powers to
the CSE to intercept communications that begin or are directed to Canada when they have a
foreign target.
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In the past there has been concern that security forces in different countries do in each other's
countries what they are not allowed to do in their own countries without judicial authorization
and then swap the information.
• 1120
First of all, I'd like to know if that happens. If it happens, is it necessary for it to happen in
order to deal with the international nature of crime? If it is necessary for it to happen, do these
new powers to the CSE allow security forces, intelligence forces, to do within a new
prescribed law what they feel is necessary, but were not able to do within the law previously?
The second question goes to the convergence of terrorism and organized crime. It has been
suggested certainly to me in previous inquiries I've been involved with that organized crime
actually has a very strategic reason for financing terrorism, and that's because it diverts
resources.
What we're seeing immediately now from complaints or concerns expressed by people in
Montreal is their worry that the resources are going to be diverted from the initiative towards
organized crime, which hits that area of Canadian society in a particularly violent way, to
terrorism. It would seem to me, if that is the case and there is some redirection going on, it
may at least prove the objective of the point that was made earlier, that organized crime is
financing terrorism. I wonder if any of you might have any comments on those two questions.
The Chair: Thank you very much.
First, Mr. Westwick.
Mr. Vincent Westwick: On the first point about agencies doing work in other countries and
then exchanging—that sort of thing—quite frankly, I'd never heard about that until I heard
about it on TV the other night. It's not something that happens in the police world. It's not a
regular practice at all. I can't speak for the intelligence community in that sense, but it certainly
doesn't happen in the police community. In addition to the ethics of policing, I think there are
also the charter applications in terms of the evidentiary value of the fruits of that kind of
exercise. They would be very questionable. But I would say that's simply not the way police in
Canada do business.
The Chair: Mr. Niebudek.
Mr. Mike Niebudek: I'll cover your two questions, but you did make a comment about the
sunset clause before, and I'm amazed as to the amount of attention this sunset clause issue is
getting.
First of all, if one were to tell me that they expect in two years to get rid of terrorism, I would
ask them what colour the sky is in their world. It's not going to happen. We know that. That's a
given.
So why are we knocking a sunset clause for this particular bill when we're not doing it for Bill
C-24, for example, or any other bill that we've enacted to protect society because of new trends
and new ways people are committing crimes. That's a comment on that issue.
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As for the CSE, the Communications Security Establishment, I digress, like my colleague
from the chiefs association. I can't answer that question. That's probably one question that
would be left to the intelligence community, as was mentioned.
With regard to the organized crime funds diverted into terrorism, it is not something I am
personally aware of. The only thing I've heard was one of the media a couple of days ago
alluded to that. If members of organized crime divert funds into terrorism or other
organizations, then they're dealt with as terrorists according to the....
The Chair: Thank you very much.
Mr. Adkins is next.
Det S/Sgt Brian Adkins: Yes, I think the first question is a difficult one to answer, and as I
said, it's best left to other people who are in that business.
With regard to the second question, I think you make an important nexus, Mr. Owen, between
organized crime and between terrorism, because many times terrorism has been financed by
the activities of organized crime. It's just under a different area. When you start hearing about
false identifications and all these other things, these are all part and parcel of the issue. I think
it's important to recognize that.
It's important to recognize as well that the terrorist investigations are things that will be going
on. Those other investigations will continue at the same time. Sometimes they will be the same
people in relation to those organized crime activities—those credit card activities, those things
that strike at the heart of the economy and that debilitate everyone.
Mr. Stephen Owen: We may not need parallel resources. The same resources can be targeted
at both.
Det S/Sgt Brian Adkins: Well, I don't think that will be possible just because of the type of
people you're looking at and the types of groups that are there. As a result of September 11,
you have an issue that has to be dealt with, and there have to be resources committed to that.
You're not going to be able to say we're going to get two abilities here to do something. You're
going to have to say we're committed to that.
The Chair: Leo Knight.
Mr. Leo Knight: Thank you, Mr. Chairman.
Mr. Owen, in response to the second part of your question, as a former deputy attorney general
of British Columbia, I know you worked extensively with the former Coordinated Law
Enforcement Unit. You appreciate the difficulties and the intrinsic complexity of an organized
crime investigation.
• 1125
You can take it that because of the convergence with terrorism we're seeing—and certainly
this has been demonstrated in a number of matters, such as fake identities and identity theft,
etc.—the complexity of those types of investigations is increasing exponentially. I know
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you're aware of just how complex and how difficult they are. Well, they've just become a lot
more difficult.
The Chair: Ms. Boniface.
Commr Gwen Boniface: I wanted to add something on the link that I think exists between
organized crime and terrorism in terms of funding.
There's great opportunity for organized crime to take advantage when governments' economies
have been destabilized. As we see in areas of the world where we have officers working in UN
missions, organized crime greatly takes advantage of the instability of the country.
I would make the link from that front as well as in terms of organized crime and terrorism. On
the second front, in the sense of their high levels of organization, the clandestine work and
sophistication and money organized crime and terrorist groups have gives them very similar
abilities to work amongst and inside groups and evade law enforcement, strictly because of
how well funded they are.

November 1, 2001
Mr. James Aldridge: I appreciate that, Mr. Chairman. I do appreciate it, and let me end with
this. It's in the conclusion of my paper, but I would like to say it.
There is a kind of pattern that has emerged in the last year or so in the way we as a country are
reacting to a number of evils that confront us. In order to combat evil, money laundering for
example, Parliament has enacted a law that has been challenged by law societies for
overreaching itself and affecting solicitor-client privilege. I understand that this matter will be
proceeding into the courts on the alleged overreach of the money-laundering bill: a recognized
evil and an overreach.
Last spring the House passed Bill C-24 on organized crime, which is now before the Senate. It
recognized the evil of organized crime and the necessity to pass laws about organized crime,
but that included provisions enabling designated police officers to commit acts and/or
omissions that would otherwise constitute crimes. In my view and the view of many other
people, that is overreaching the power needed to combat the evil. In order to pursue the
legitimate fight against evils of terrorism, the government has now presented a bill that,
despite the best intentions of the drafters, may result in overreaching, with draconian measures
being taken against legitimate political dissent and potentially subjecting Canadians to dire
consequences without basic procedural standards.
I suppose the general point I would make to parliamentarians is try to focus—if I may say this
with the greatest of respect—on the precise evil you are trying to address and restrict the laws
to those evils. I think that will result in a healthier evolution of our legal system.

November 6, 2001
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Mr. Stephen Owen (Vancouver Quadra, Lib.): Thank you all for being here, including
Professor Mendes. I hope he can stay for a couple more minutes. Time is short, and we could
use many hours to gain from your experience.
I have a few comments that might attract some reply. Professor Cameron's ideological
profiling is an interesting idea around ideological, religious, and political motivation. In fact,
it's intended to profile people with those motivations who intend to intimidate by committing
very serious crimes. So within that subset of perversity that would cause people to intend to
intimidate through very serious crimes, you're trying to profile, but I can see that this causes
anxiety, and I can understand that.
• 1655
I'm wondering whether a non-discrimination clause, one making it clear in the definition
section what the purpose of the inclusion of motivation is, might be of assistance.
Sunset, not sunset, is it... does it perhaps... Professor Mendes, because the court sees justice as
not being static, would the court perhaps be more likely to find some of the unique provisions
constitutional at this time if they knew there were a sunset clause? That's a question.
The problem with lists and the unfairness that can occur, a problem we're all wrestling with
and one you raised, is that the proceeds of or for crime, a real target of this legislation,
requires, as we've heard, a lot about freezing. You have to have a process where you can both
give notice and have an immediate effect, and that's something that will be a bit of a challenge.
From an international point of view, in particular with respect to the U.K., Amnesty
International has often been very critical of security forces using pre-emptive killings of IRA
operatives. One of the things about preventive arrest is that it's within the law, a very
measured, overseen process, designed to avoid putting security forces in the position of facing
imminent and very serious consequences by moving outside the law or even being instructed
to move outside the law in those cases.
Professor Schwartz, in terms of customary and conventional international law, I think that the
purpose—and you may have identified this—of that exemption was to exempt those involved
in an armed conflict that might come within international law's definition of a just struggle
against oppression. It might also come under the international law prohibition against targeting
non-combatants, as you've mentioned, and that would apply to states as well as, I would think,
to...

November 6, 2001
Mr. Stephen Owen: Thank you to Professor Schwartz in particular, because you referred to
the CBA brief.
One of the deep and enduring difficulties the CBA has is with the effect on solicitor-client
privilege or relationship. Of course this isn't new in this legislation; it was in the money-
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laundering legislation previously and has now been extended to cover terrorism and proceeds
of crime.
It occurs to me—and I'd value your comment on this—that the problem we're getting here is
that the historical relationship between solicitor and client, or barrister and client, grew out of
a judicial process, but the practice of law has broadened to such an extent that many solicitors
are simply performing functions that some other financial officer might perform. Therefore,
the bar is caught in the breadth of its practice, which is good, but the threat to a privilege that
was meant to apply to a much narrower practice traditionally.
Of course, the difficulty with having this breadth of practice and having solicitor-client
privilege apply to the whole thing is that it leaves a large hole in an attempt to stop money
laundering or financing of terrorist activity. I wonder if you have an observation on this.
Prof. Bryan Schwartz: Yes. I don't claim to be fast enough or wise enough to have all the
answers on this issue right now, but it does seem to me that some more creative thinking could
be done along the lines you suggest of not just looking at practice comprehensively, but saying
that when you are defending an alleged terrorist there should be much more protection for the
relationship than when you are acting as a conveyance or a financial officer.
To reiterate an earlier suggestion I made, I'm not saying it's a traditional solicitor-client
relationship when your lawyer can look at information without conveying it to you. But is that
better than saying nobody on your team can look at it at all, only the judge? This isn't
something we've done before, but as you're suggesting, extraordinary times may call for
extraordinarily creative thinking. It may be there's a way we can have this balance between
public security and the continuing role of lawyers that is a little bit better than the one we have
in the proposed bill.
Mr. Stephen Owen: There are provisions with respect to intercepted communications where
lawyers for accused can actually have access to the transcripts and such without sharing them
with their client.

November 8, 2001
Mr. Michel Bellehumeur (Berthier—Montcalm, BQ)
The alarm bells went off in 1995, and the government did not seem to want to take action. As
we well know, customs and the border have been like a sieve for many years. It is well known
that a lot of money laundering is done in Canada and that Canada has signed international
conventions but has not put them into effect. So now the government wants to make up for lost
time and do so very quickly.
Today I am wondering whether we are not going about things the wrong way and whether the
committee should not draft a report similar to the Senate report, providing general
recommendations, rather than adopting the bill clause by clause. Should we not report back to
the Minister of Justice, so that she and her officials can draft another bill that she can bring
back to the committee for consideration, so that we can be sure that no mistakes are made.
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Even if we put in a sunset clause to take effect after three or five years, those mistakes will be
in force for that time.
During those three years, mistakes will be made. Many people have talked to us about the
1970s and as a Quebecker, I could tell you some things about that as well. Mistakes can also
be made regarding refugees or charities that are on the list. Mr. Allmand, your organization
was on the terrorist list before this legislation. If the bill passes, the list will be secret. Who
will be on the list? Perhaps even the Bloc Québécois.
Are we not making a mistake here, and should we not take this time instead to give general
direction to the minister, so that she can go back and do her homework? There might be less
pressure on her than during the period following September 11th, and she can come back to us
with a bill that is more consistent with our Criminal Code and better suited to our institutions
and our know-how, which is different from that of the United States, Great Britain and France.
That will be my only question, and I believe that it is a very important one.

Dr. Anu Bose (Executive Director, National Organization of Immigrant and Visible Minority
Women of Canada):
… I move, Mr. Chairperson, to speak on money laundering because that is what I did my
doctorate in, money laundering in the informal economy and the institution of Hawala as
practised in India. Unfortunately, an arrest here and an arrest there will not address this
problem, since a great deal of money is transferred around the world through an informal
underground clearing-house system that swaps money to move funds from place to place. It
has been described in some detail in Hilary Mackenzie's article in The Ottawa Citizen of
October 20, and I would refer your researchers to that.
It is a situation based entirely on trust, contrary to Fukuyama's characterization of developing
countries as low-trust societies. There are no rules, no regulations, and no direct
communication between the parties. All the transactions are done through the broker, who
gets a percentage as a commission. It's cheap, efficient, and a welcome change from
nationalized banks with extortionate rates, bureaucratic procedures, and surly clerks.
FINTRAC would be well advised to keep this on their research agenda.
We are concerned as to who will foot the bill for national security. The Honourable Minister
of Finance has led us to believe that he does not have in mind incurring a deficit in his budget.
So where are the moneys to be found, especially now when economists tell us that we are
experiencing a mild recession due to the fallout from September 11? Will there be further cuts
in spending on health and education, which will affect the most vulnerable sectors of our
society, especially those from visible minorities? Will our social capital base be further
eroded? Will Canada's international aid budget, which is at a 30-year low, be further
jeopardized in the present climate? Even the president of the Public Policy Forum has seen fit
to warn the federal government that the preoccupation with terrorism could compromise future
competitiveness and living standards. Forty-four percent of Canadians now have inadequate
work-based skills and are unable to function in the knowledge economy.
In conclusion, the NOIVMW constituency is composed of women, some of whom have had to
flee from terror, oftentimes state directed or state inspired, in their countries of origin. They
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and their families came to Canada to rebuild their lives and live in peace. They certainly do not
wish to be victims of terror from within or without. NOIVMW asks you, the elected
representatives of the Canadian people, to look for a balance between individual liberty and
collective security. To let national security concerns trump our cherished freedoms would be
to hand the victory to the very same terrorists that this bill purports to control.
Mr. Brian Fitzpatrick (Prince Albert, Canadian Alliance)
… Another comment that has been made—I've heard it over and over again, but I'm not
exactly in agreement with it—is why are we concerned about economic matters? I take issue
with that. This is more than just acts of violence. If somebody shuts down our energy source in
January, we have problems. The way our financial system works in this world today, with the
global economy and so on, if somebody can shut down the information systems that the
financial services sector relies upon, we have big problems. I really do think that terrorists are
bent on destabilizing society through whatever ways they can. So to confine something to a
pure act of violence is not sufficient in this area. I think they would use any means available to
them to achieve their purposes. If they could destabilize our economy, our system, or our way
of doing something, they would do so. I just want to make that comment.
I want to zero in on the idea of mistaken identity under this concept. With all due respect, the
people on the U.S. list are predominantly of Muslim and Arab background. What I've heard
about the Canadian list is that it's the same thing. I'm quite sure there are a lot of common
names in the Arabic and Muslim communities.
I'm just thinking about this thing. If it were in a different context, and the name of John
McKay, Andrew Scott, or John Maloney were put on a list and the money-laundering
provisions were in place, with the requirement to report all the financial institutions and
having the ability to freeze and close down things and so on, I think we would probably realize
that there would be a lot of injustice occurring with that sort of system.
This is a concern I have with the listing provisions. If a mistake is made, I think it could have
very harmful effects on a lot of innocent people. There really isn't a lot of protection in there if
you want to get your name taken off. You can apply to the Solicitor General, and if the
Solicitor General is sympathetic to your cause, your name might be taken off. But other than
that, there isn't a whole lot more in the bill. That's something I would like the spokesman from
the Muslim community to address. We've heard from union people and other groups, and that's
something I would like to hear.
I have had a look at the Senate report, and I think they've done a very thoughtful analysis of
this piece of legislation. I'd be curious to hear your response to their proposals with regard to
this bill….

November 20, 2001

Ms. Anne McLellan: Keep in mind, Mr. Cotler, that you yourself have written fairly
eloquently and persuasively on this very point, and I'm not going to repeat what you have said.
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• 1335
I have made it absolutely clear from the outset that what we have to do is reorient the way we
go about dealing with these kinds of horrific acts. As we know, and as you've written yourself
very recently, our criminal justice system is generally premised on the fact that a crime is
committed, an investigation takes place, charges may be laid, the courts do what they do, and
so on. What we learned on September 11 is that this simply is not the kind of approach that is
going to work in and of itself. Of course, it will continue to play some role, nobody's
suggesting otherwise, but we must for the sake of innocent civilians in our country—and I
think of those in other countries who are our allies—understand the modern face of terrorism.
It is globalized, it uses technology, it is sophisticated, it does not care how many people it
kills, how many innocent people's lives are destroyed in the pursuit of its objective. We know
they raise money worldwide. They launder billions of dollars daily throughout the world. In
fact, it calls upon us to take a new approach as part and parcel of our criminal law. We are
called upon to do this as members of a civilized community, as members of a global
community who understand the invidious nature of terrorism and how it strikes at the right of
every one of us to human security and safety.
This legislation acknowledges the fact that in instrumental ways, be it through information
gathering, be it through law enforcement, we need new tools to help provide the human
security and safety that all Canadians have a right to and, quite truthfully, all members of the
civilized world have a right to.

November 20, 2001
Mr. Richard Mosley: This adds a number of offences, under the Security of Information Act,
to the definition of “enterprise crime offence” in the Criminal Code. The addition of new
proposed section 28 is to ensure that part XII.2 of the code, with regard to proceeds of crime,
is applicable to the Security of Information Act. If and when Bill C-24 comes into effect,
neither provision would be required. There is a coordinating amendment in the package to
address this fact for new proposed section 28.
(Amendment agreed to—See Minutes of Proceedings)
(Clause 29 as amended agreed to on division)
(On clause 30)
The Chair: Amendment G-60 is on page 128 of the first package.
• 2405
Mr. Richard Mosley: This is a technical and consequential amendment further to the last
change, because there are now 28 sections and not 27 sections in the act.
(Amendment agreed to—See Minutes of Proceedings)
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(Clause 30 as amended agreed to on division)
(Clauses 31 to 33 inclusive agreed to on division)
(On clause 34)

Mr. Stephen Owen: Mr. Chair, with respect to clause 52, the amendments that are suggested
are amendments to a provision of Bill C-22, which Parliament has already passed, and the
words “reasonable grounds to suspect” already exist in that legislation passed by Parliament.
The implication of this provision, this clause, is to add the underlined words “or a terrorist
activity financing offence”. So the effect is to enlarge that section to apply to terrorist
financing in addition to the money-laundering or proceeds of crime legislation previously dealt
with. So we're not actually dealing with the phrase “reasonable grounds to suspect”; we're
extending what is already passed by Parliament to cover terrorist financing offences as well.
The Chair: I'm going to go to the vote on BQ-34.3, an amendment to clause 52.
(Amendment negatived)
The Chair: Monsieur Bellehumeur, I take it from your enumerating all of those that you
believe there is enough common argument in this that we would apply the vote on BQ-34.3 on
clause 52 to the balance that you identify.
[Translation]
Mr. Michel Bellehumeur: No, but I was saying it was the same principle. If the committee
votes against my amendment BQ-34.3, it should also vote on my other amendments. I want
you to understand that the principle of BQ-34.3 is the same as is contained in the others. The
term I wanted to change was the same one. It wasn't that it applied. Vote on that as a block of
amendments if you will, but vote so that the record will show that you rejected those
amendments, Mr. Chairman.
[English]
(Clause 52 agreed to)

Mr. Richard Mosley: This is an amendment to delete the word
[Translation]
“d'activités”, in French,
[English]
at line 39 to clarify that the suspicion here is on money laundering, not on activities resulting
in money laundering.
(Amendment agreed to—See Minutes of Proceedings)
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The Chair: Then we have amendment BQ-43.

June 11, 2001 [House of Commons]
Hon. Lawrence MacAulay (for Minister of Justice and Attorney General of Canada)
… I would like to note the importance of the provisions in the bill regarding proceeds of
crime. Right now there are a number of offences in which illegal profits can be seized by
police and ordered forfeited by courts, like drug trafficking or murder.
The bill also expands the range of offences to include almost all indictable offences. This
would mean that police could take away the proceeds of crime from criminals more
effectively….
…The law enforcement justification under Bill C-24 is not a blank cheque for law enforcement
officers, far from it. It is a balanced system with strict limits and conditions. It responds to
very real and substantial law enforcement needs. Together with the other provisions on
criminal organizations, intimidation and proceeds of crime, the bill represents a major step
forward in the public safety agenda.

September 19, 2001 [Senate]
Hon. Wilfred P. Moore moved the second reading of Bill C-24, to amend the Criminal Code
(organized crime and law enforcement) and to make consequential amendments to other Acts.
He said: Honourable senators, I am pleased today to begin debate at second reading of Bill C24. This bill is an extremely important piece of legislation, one that is being put forward to
provide vital new tools to help law enforcement and criminal justice officials in the fight
against organized crime and to provide law enforcement generally.
We are all aware of the significant problem of organized crime in this country and, indeed,
worldwide. Criminal groups have become involved in a wide range of illegal activities that
include illegal trafficking in drugs and control of organized prostitution. Other activities of
criminal groups include smuggling of people, illegal traffic in firearms, cross-border
smuggling of contraband such as tobacco and alcohol, serious economic crime such as credit
card fraud, insurance fraud, stock market fraud, and even environmental crimes such as the
illegal dumping of toxic wastes.
Canadians and persons around the world are paying a serious price for these crimes. We pay in
health costs linked to drug abuse and related illnesses such as HIV and hepatitis. The
smuggling of people, often under dangerous conditions, threatens human lives and often leads
to slavery-like conditions for those persons paying the criminal gangs that transport them.
Financial and telemarketing fraud schemes cost victims thousands, sometimes tens of
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thousands of dollars. Frequently, the victims are people who can least afford it, such as elderly
persons on fixed incomes.
Finally, for many crimes, the whole country pays in terms of insurance rates, interest rates and
lost tax revenues.
Honourable senators, we must not forget the cost in terms of public safety and public security.
In some areas, the open activity of organized criminal groups has led to an atmosphere of
lawlessness and fear. There has been a significant number of murders of gang members by
other gang members. Innocent third parties have also been killed. In addition to killings, local
officials and ordinary citizens have been threatened and intimidated.
(1530)
All of this is unacceptable, honourable senators. We have laws in place that help to deal with
these problems, but these must be strengthened. Bill C-24 addresses this need with respect to
organized crime, as well as making general improvements in our law enforcement capability.
The proposals of the bill fall into four categories. The first is measures to improve the
protection of people who play a role in the justice system from intimidation. Second is the
creation of an accountable process to protect law enforcement officers from criminal liability
for certain otherwise illegal acts committed in the course of an investigation. Third is
legislation to broaden the powers of law enforcement to forfeit the proceeds of crime, in
particular the profits of criminal organizations, and to seize property that was used in crime.
Fourth is the creation of a number of new offences targeting involvement with criminal
organizations.
The first aspect of Bill C-24 involves a range of steps to deal with the intimidation of persons
involved in the criminal justice system. The criminal justice system depends for its proper
functioning upon the participation of various members of our community. These are the
professionals responsible for the investigation and prosecution of crime, the judges and those
who deal with convicted offenders, and members of the public who participate as witnesses
and jurors.
For criminal justice stakeholders to be able to participate effectively, they and those with
whom they are associated must be free to act without being subjected to threats, prejudice or
physical injury. In recent times, prosecutors, judges, witnesses, police and prison guards, as
well as their families, have been subjected to such intimidation. As we are also aware,
journalists who provide the important service of reporting on crime have also come under
threat. Bill C-24 includes a number of provisions to deal with this intimidation.
Honourable senators, new provisions of the Criminal Code will provide greater protection of
jurors by limiting access to names, addresses and occupations of potential jurors. Jurors should
not have to question whether their involvement in a case may lead to physical or emotional
harm to them or their loved ones. By protecting the privacy of jurors, we can take the
necessary steps to address this problem.
Also, Bill C-24 makes important changes to the Criminal Code's treatment of the offence of
intimidation itself. First, the bill increases the penalty associated with the existing offence of
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intimidation to five years imprisonment. Furthermore, a new intimidation offence has been
added to the Criminal Code, with a maximum penalty of 14 years. This new offence deals
specifically with acts of intimidation that target justice system participants and journalists. The
new section makes it an offence to harass, stalk or threaten these people with the intention of
provoking a state of fear so as to impede the administration of justice or impede such persons
in the performance of their duties.
I turn my attention now to the aspect of Bill C-24 that seeks to protect law enforcement
officers from criminal liability when, for legitimate law enforcement purposes, they commit
acts that would otherwise be illegal.
The Supreme Court of Canada, in its 1999 judgment in Regina v. Campbell and Shirose, stated
that the police were not immune from criminal liability for criminal activities committed in the
course of a bona fide criminal investigation. However, while observing that "everybody is
subject to the ordinary law of the land," the Supreme Court explicitly recognized that:
...if some form of public interest immunity is to be extended to the police..., it should be left to
Parliament to delineate the nature and scope of the immunity and the circumstances in which it
is available.
Honourable senators, law enforcement officers do need a limited justification for acts or
omissions that would otherwise be illegal when they undertake these acts and omissions for
the purpose of good-faith investigations. In the absence of sufficient protections in the current
law of Canada, the Supreme Court's judgment has had a significant negative impact on law
enforcement in Canada. The impact has been especially great on undercover operations
targeting organized crime.
As noted in the white paper entitled "Law Enforcement and Criminal Liability," tabled in the
Senate in June 2000, long- accepted and valuable law enforcement techniques have been
called into question by that ruling. For example, the judgment has called into question the
legality of routine purchases by law enforcement officers of contraband to gather evidence for
prosecutions. Similarly, the judgment has affected the ability of law enforcement officers to
pose as criminals by participating, temporarily and in a controlled manner, in the activities of
their targets. In a wide range of areas, the vital public interest of ensuring that law enforcement
can effectively gather evidence and infiltrate criminal groups has been affected. Particular
affected areas include investigations into the smuggling of people, illegal traffic in firearms,
hate crimes, cross-border smuggling of contraband such as tobacco and alcohol, international
counterterrorism investigations, the use of counterfeit payment cards, and offences related to
fisheries and environmental protection. While the impact is perhaps most critical in regard to
organized crime, it covers a wide range of criminal activity, including terrorism.
Bill C-24 responds to this situation. Under the bill, a public officer engaged in the enforcement
of an act of the Parliament of Canada would be able to engage in conduct that would otherwise
constitute an offence, provided certain important limiting conditions are satisfied.
First, before the officer can act, he or she must be designated by a competent authority.
Further, as a fundamental condition and limitation of the scheme, the officer must also believe
on reasonable grounds that committing the act or omission is reasonable and proportional in

Appendix E - Page 344

Commission of Inquiry into Money Laundering in British Columbia

the circumstances. Under law, this determination of reasonableness and proportionality will be
made with regard to such matters as the nature of the actual act or omission, the nature of the
investigation, and the reasonable availability of other enforcement techniques.
Nothing in the proposed scheme would provide immunity for the intentional or criminally
negligent causing of death or bodily harm, the wilful attempt to obstruct, pervert or defeat the
course of justice, or the conduct that would violate the sexual integrity of an individual.
The scheme includes ministerial accountability through the designating role of responsible
ministers as competent authorities. The designations may be subject to specific conditions.
Further, if designations are misused, they can be taken away.
The scheme also requires the special authorization of certain acts and omissions by senior
officials responsible for law enforcement. Except in exigent circumstances, such authorization
is required for acts or omissions that would likely lead to the serious loss or damage to
property and for the direction, by officers, of all acts or omissions by agents.
Furthermore, there is a provision for public annual reports by all competent authorities, as well
as for a full parliamentary review of the limited justification scheme within three years.
Honourable senators, the provisions applying to the limited justification scheme do not
propose the granting of blanket immunity to law enforcement officers. Rather, there are
numerous safeguards. For many years, law enforcement authorities were working on the basis
that they had common- law immunity. What the Supreme Court did was make it plain that
there was not common-law immunity and called upon Parliament to put in place a legislative
scheme if it saw fit. This is what the law enforcement justification scheme will do, through a
balanced and effective scheme with strict limitations and conditions.
Another major set of provisions in the legislation before us today is a new approach to
criminal organization offences. The bill contains a new definition of "criminal organization"
and three new criminal organization offences.
In 1997, in Bill C-95, Parliament directly targeted criminal organizations by providing a
definition of "criminal organization," increased investigative powers and increased penalties
for those committing crimes in conjunction with criminal organizations. While these
provisions have been of benefit, our experience with them has shown that they can be
improved.
(1540)
Law enforcement officials and provincial Attorneys General have called for a new definition
of "criminal organization" and for offences that respond to the full range of involvement in
criminal organizations. This bill responds to these priorities.
The new definition of "criminal organization" will target criminal groups of three or more
individuals, one of whose main purposes or activities is either committing serious crimes or
making it easier for others to commit serious crimes. This is an improvement on the current
definition, which refers to five or more individuals, which required proof of the commission of
a series of offences over five years and did not adequately include the concept of facilitation of
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offences. This new definition also more closely follows internationally accepted definitions of
organized criminal groups.
The new definition also clarifies that the definition of "criminal organization" does not apply
to a group of persons that forms randomly for the immediate commission of a single offence.
This helps to appropriately limit the scope of the definition.
I now move to Bill C-24's improvements to the law on proceeds of crime. Currently, the
proceeds-of-crime provisions are directly related to the designated drug offences and a list of
other offences referred to as "enterprise crimes." Over the years, as organized crime evolved
and moved into new areas of criminal activity, new offences were added to the list of
enterprise crimes. Today, the list of such crimes stands at over 40, with no indication that we
will stop adding new offences to the list.
Bill C-24 eliminates the list approach and expands the application of the proceeds of crime to
all federal indictable offences. This should be subject to the exception of indictable offences
that are excluded by regulation. In this manner, the profits from the commission of most
serious crimes would be subject to forfeiture. This will simplify and expand our approach with
respect to proceeds of crime. However, existing protections to ensure that seizures are
appropriate and subject to defined procedural requirements will remain in place.
Other provisions of Bill C-24 will give criminal justice officials new powers with respect to
foreign confiscation orders. The ease with which financial resources can be transferred around
the world presents a challenge for all countries in the attempt to fight crime by seizing its
proceeds. Canada must be in a position to play its part in addressing this challenge and
offering necessary assistance to countries that have successfully investigated organized crime
within their jurisdiction and ordered their assets to be confiscated.
Accordingly, the bill proposes a number of amendments to the Mutual Legal Assistance in
Criminal Matters Act that would allow Canada to enforce foreign confiscation orders.
An additional element of Bill C-24 that I will highlight for consideration of the Senate deals
with offence-related property. The bill contains amendments to make the offence-related
property forfeiture regime in the Criminal Code apply to all indictable offences under the code
and expands the application of the regime to all real property, subject to a proportionality test.
As I stated, three new criminal organizational offences have also been created. These replace
and substantially improve upon the criminal organization offence that was created at section
467.1 of the Criminal Code by Bill C-95.
The first offence targets participation in or contribution to the activities of criminal
organizations. Taking part in the activities of a criminal organization, even if such
participation does not itself constitute an offence, will now be a crime where such actions are
done for the purpose of enhancing the ability of the criminal organization to facilitate or
commit indictable offences. This is an important recognition in law that those who knowingly
help criminal organizations in this way are criminals themselves.
The second new offence targets those who aid, abet, counsel or commit any indictable offence
in conjunction with a criminal organization. The emphasis in this provision is the commission
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or other direct involvement in indictable offences when this is done for the benefit of criminal
organizations.
The third new offence deals specifically with leaders in criminal organizations. Leaders of
criminal organizations pose a unique threat to society. Operationally, they threaten us through
their enhanced experience and skills. Motivationally, they threaten us through their constant
encouragement of potential and existing criminal organization members. By effectively
targeting the leaders of criminal organizations, we go after those who ultimately are the most
responsible for the wide range of harm caused by organized crime and should bear the heaviest
responsibility. This section makes it an offence for an individual as a member of a criminal
organization to knowingly instruct, directly or indirectly, the commission of an offence for the
benefit of, at the direction of, or in association with a criminal organization.
Honourable senators, we must ensure that the leaders of criminal organizations are not able to
hide behind the screen of activities engaged in by their subordinates or agents when in fact
these leaders are ultimately responsible for these activities.
These three new offences should mark a major step forward in the fight against organized
crime. Nevertheless, some questions have arisen as to why Bill C-24 does not simply make it
an offence to be a member of a criminal organization.
Honourable senators, quite aside from the Charter of Rights and Freedoms considerations that
would be raised by a membership offence, the three new offences that I have just mentioned
will be more effective tools than a provision that criminalizes membership. Membership can
be extremely difficult to prove because organizations often operate underground or covertly.
Further, the criminal groups may decide to continually change the indicators of membership in
order to stay one step ahead of the law. Also, simply targeting membership would fail to
recognize that individuals who are not formal members of organized gangs often play a role in
facilitating crimes and benefiting criminal organizations. The approach that Bill C-24 takes
with respect to criminal organization offences will therefore be preferable to criminalizing
membership.
I should also emphasize that the penalty provisions for the three new criminal organization
offences will proceed on an increasing scale of seriousness. The participation offence is
punishable by a maximum five years of imprisonment, the party liability offence by a
maximum of 14 years of imprisonment, and the leadership- related offence by a maximum of
life imprisonment. Enhanced sentencing provisions are also added, including mandatory
imposition of consecutive sentences for the offences and a presumptive parole ineligibility
period of one half the imposed sentence. Given the serious harm caused by organized crime in
Canada, we must ensure that the punishments we impose adequately reflect the nature of the
illegal activity.
Honourable senators, as I have indicated, the threat posed by organized crime is very real and
very grave. While we have tools in place to help deal with this, these tools must be improved.
At the same time, we must ensure that the tools that we put in place are appropriate tools. The
provisions of the criminal law must not be allowed to overshoot their appropriate scope. We
must ensure, while fighting organized crime and making improvements generally to the
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effectiveness of law enforcement, that we do not have unwanted negative impacts on the lives
of ordinary Canadians.
In this last regard, I am heartened by the knowledge that the Department of Justice engaged in
extensive consultations on the provisions of this bill before it was introduced. These
consultations included but were not limited to the consultative process on the law enforcement
justification provisions that occurred with respect to the white paper tabled in the Senate in
June 2000. In addition to that public paper, stakeholders representing a wide range of interests
were brought in for a number of extensive meetings on all provisions of this legislative project.
Numerous suggestions were made and acted upon. This has helped ensure that Bill C-24 will
be a balanced, responsible and effective piece of legislation.
After most serious reflection and work, honourable senators, the appropriate balance has been
maintained. I believe that Bill C- 24 reflects the law enforcement needs of this country and
does so in a reasonable and fully accountable manner. I urge all honourable senators to lend
their support to this bill.
(1550)
Hon. A. Raynell Andreychuk: Honourable senators, I have a question for the Honourable
Senator Moore. We have before us today an immigration bill that touches upon some of the
international activity involving the movement of people. Thankfully, most people move for
valid reasons. However, we are aware that we must monitor both some immigration and some
refugee issues. The honourable senator has now introduced legislation that is aimed at some of
the criminal activity occurring internationally.
We have been graphically reminded of terrorism. With these pieces of legislation, how does
the government propose to attack what are now interrelated issues? Whenever we talk about
terrorism, we get into the criminal activity that is prevalent both offshore and onshore and the
migration of people, legally and illegally. What we are missing is some national strategy to
attack it all rather than what appears more and more to be a piecemeal activity. Would the
honourable senator care to comment on that?
Senator Moore: I thank the honourable senator for her question. I am not sure what will come
out of the deliberations in the House of Commons as a result of what happened last week. This
legislation was drafted and prepared before those events took place. I appreciate your
comment with respect to the obvious overlap of the responses that may be required and the
authorities that will be needed. Perhaps legislation that will address your concerns will be
forthcoming. In reply to an earlier question today concerning the immigration bill, our leader
said that other changes may be forthcoming with respect to that statute and, perhaps, with
respect to this one.
Senator Andreychuk: Honourable senators, we must look at trafficking in migrants and an
international convention, as well as some national enabling legislation. We should then look at
drug strategies and gangs and criminal activity strategies and money laundering. More and
more, the international community is saying that these activities are all interrelated. Perhaps
we have not been so successful because we have been looking at the nature of the activities in
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a segmented way. Surely it is time to see how we can draw them all together in a more
coherent way so that we might be more successful.
Perhaps I should not have used the September 11 incident. However, it has been of some
concern that trafficking in migrants is an activity that is very much like trafficking in drugs. It
moves one step ahead of those who wish to enforce the laws because we have only one
convention over here for certain purposes and we have not interrelated the administration, the
services, the conventions and the laws.
Senator Moore: I do not know whether that was a question or an observation of merit. I hope
this legislation will answer some of those questions. To repeat what I said earlier, as we move
forward, perhaps we will see other legislation come forward that will tighten up the
overlapping issues that you raise.
Hon. Pierre Claude Nolin: Honourable senators, I also have a few questions for the
honourable senator. A few years ago, we studied a bill in response to a decision from the
Supreme Court in the Feeney case. The Supreme Court decided that it was unconstitutional for
a policeman to gain access to a private dwelling without a warrant, regardless of the fact that
in the Feeney case the accused had signed a statement to the effect that he had committed the
crime for which he was accused. Those of us involved in the Legal Committee remember that
case. We helped to craft an amendment to the Criminal Code. That was an important piece of
legislation because the court said that the Criminal Code was not respectful of the Charter.
If I look at the second group of remarks that the honourable senator alluded to in his speech,
he talked about commission of infractions by law enforcement officers. What kind of control
is built into the bill to ensure that the court will not tell us, in one or two years hence,
"Gentlemen, we understand what you tried to do. We agree with the principles stated in
section 25.1(2), but you breached the Charter because of paragraphs (1), (2), (3) and (4). Go
back and do your work and correct the code"?
What is in this bill to ensure that we will not have to redo it in two years?
Senator Moore: Honourable senators, I should like to have an opportunity to go through the
bill and respond in complete detail. It is certainly the thrust of the bill to put in place
provisions that will enable officers to do their job without abusing their office. They will be
limited to the scope of their activities proportionate to the nature of the offence they are
investigating and not beyond that. Perhaps we can go into that in more detail at committee, but
that is how I understand the nature of it.
Senator Nolin: We will look at that thoroughly in committee, but if you look at the way the
bill is written, it covers two types of situations. In the first situation, there is no urgency. There
is a set of rules for when an officer is asking a superior for a warrant and the superior is then
asking the responsible person in charge — basically, federal and provincial ministers — to
grant the request. That is for normal, non-urgent business.
There is another set of sections that deal with urgency. If you recall the Feeney case, it would
have been labelled "urgent." Even then, we crafted a set of techniques where, even in an urgent
situation, the police officer needed a warrant. That is why I asked the question. If it is not
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urgent, they go to the minister to get permission to commit an illegal act. If it is not urgent and
they can go to the minister, they can go in front of another authority that is much more or less
influenced by the internal matter of the organization — that is, the department or the police
organization.
Does the honourable senator understand my concern? I think we all share this concern. We are
all in favour of giving the police all the tools they require, and even more, to help them in the
proper performance of their job, but there are some limits. It is our responsibility to ensure that
those limits are not crossed but, if they must be crossed, that they are crossed properly. That is
my concern.
On motion of Senator Stratton, for Senator Kelleher, debate adjourned.
September 25, 2001 [Senate]
Hon. James F. Kelleher
Honourable senators, it gives me great pleasure to rise today to give second reading to Bill C24, to amend the Criminal Code, specifically addressing the issues of organized crime and law
enforcement.
The onus on us as senators as we deal with this bill is particularly heavy given the events of
two weeks ago in the United States. While this bill was not written to address the evils of
terrorist organizations operating within our borders but to deal primarily with organized gangs
and organized crime, we should determine what effect it may have in giving support to law
enforcement agencies as they combat all parts of crime planned and organized by groups of
people.
I also approach the discussion of this bill not only as a senator but also as a former Solicitor
General responsible for police enforcement at the federal level in Canada and as a lawyer who
has a healthy respect for the Charter of Rights and Freedoms.
Last week, Senator Moore gave us a fairly thorough review of the contents of Bill C-24. I see
no need to repeat that. However, there are some aspects of this bill and the government
announcements that surrounded its presentation in the House of Commons and the Senate that
I wish to emphasize.
First, I believe it is very important that our Standing Senate Committee on Legal and
Constitutional Affairs study this bill thoroughly. This is one of the bills that was rushed
through the House of Commons with some enthusiasm from virtually all sides before the
summer break. I, too, applaud many aspects of this bill. I recognize the need to pass legislation
to help combat organized crime. However, I do not believe we should act with too much haste.
This is a relatively large bill, and we should look at its wording carefully to determine if it
effectively grapples with the matter of organized crime in a way that we as senators can agree
with and support.
This bill has been introduced and presented to us as creating three new offences, all of which
relate to participation in a criminal organization. In fairness, Bill C-24 does not so much create
three new offences as it clarifies and expands upon an existing offence. Having said that, these
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improvements are welcomed and long overdue and should greatly assist law enforcement
officials in their fight against organized crime.
(1730)
One of the most controversial aspects of this legislation is that in some instances it creates
prosecutorial immunity for the police should they commit a crime while in the course of an
investigation. These provisions result from the Supreme Court of Canada decision in Regina v.
Campbell & Shirose, which declared that the police were not immune from criminal liability
for criminal activities committed in the course of an investigation. The court charged us, as
parliamentarians, to determine when and for what crimes there should be immunity.
This bill allows police to take reasonable and proportional illegal action when investigating or
infiltrating criminal organizations. Before an officer can break the law, authorization from the
minister responsible for the police force is required. There are limits expressed in the statute so
that there would be no police immunity for intentionally or recklessly causing death or bodily
harm, for sexual offences, or for deliberately obstructing the course of justice. Of course, there
is the possibility that these clauses could very well become the subject of constitutional
challenges once this bill becomes law.
As senators, we can never forget the protections afforded by the Charter of Rights and
Freedoms. Thus, we must do our very best to ensure that all clauses in all bills comply with the
Charter. Unfortunately, this is not always an easy task. Absent a court challenge, it is not
always certain whether a clause will be in compliance with the Charter. Our job is to seek the
best balance possible, not to run roughshod over the Charter, but not to run scared of it, either.
If, despite our best efforts, a challenge is made before the courts, then we must accept that as a
fair and just part of the process.
At this point, what concerns me more than any possible court challenge is the question of who
should be authorizing these new police powers — a minister of the Crown or a judge. Some
who approve this power being given to the police and who appeared before the Justice and
Human Rights Committee in the other place suggested there might be some comfort in having
the authorization in the hands of a member of the judiciary, someone who is immune from
partisan politics and might be more measured and responsive to such police requests.
I could not agree more. If we are to ensure public confidence in these provisions, we must
guard against even the appearance of political influence. I am very surprised that the
government does not also see it this way, especially given all the problems arising from the
APEC conference. As senators, we have the benefit of reviewing the recently released report
of Justice Hughes about that conference. One of the key principles coming from that report is
that when police are performing law enforcement functions, they should be entirely
independent of the government.
The last matter I wish to touch upon today is one which, as a former Solicitor General, greatly
concerns me. When this bill was first introduced, the Minister of Justice announced an
additional $200 million to fight organized crime. If this government can waste hundreds of
millions of dollars attempting to register the guns of innocent Canadians and still not get it
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right, then I have a hard time believing that $200 million is nearly enough to combat organized
crime.
As senators, we must determine how much is really needed to effectively implement this
legislation. If the financial resources are not forthcoming, then I question the point of even
dealing with this bill.
While on the subject of money and resources, honourable senators, I should mention that I am
pleased to see the expanded provisions allowing for greater seizure of assets tied to organized
crime. It is time that we went after the rewards of organized crime and reclaimed these
resources for the benefit of us all. Ideally, we could use the proceeds of these seizures to add to
the resources necessary to effectively fight organized crime.
Honourable senators, Bill C-24 is an important bill, but it does require further study. I know
that the committee will do an excellent job and I look forward to its report.
On motion of Senator Joyal, debate adjourned.
November 21, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Senator Kelleher: Therefore, the police could be involved in committing terrorist acts in the
course of their investigations if they were so permitted; is that correct?
Mr. MacAulay: Falling under this legislation, if a terrorist organization is involved, it could
also be involved in organized crime, which would tie the two together under this legislation.
One could be investigating a terrorist organization for organized crime activity. That could
very well take place.
Ms McLellan: Senator, your question is a good one. One might have authorization for law
enforcement officials to participate in a money-laundering scheme, the money of which is used
to finance terrorist activities.
Senator Kelleher: The question is timely, in light of Bill C-36, to let the people of Canada
know that this can also involve terrorist activities.
Ms McLellan: Indeed. Money laundering is probably a good example where we know that
terrorist organizations raise money here and around the world, and we might want to authorize
our law enforcement authorities to go undercover and participate, for example, in a moneylaundering operation, in order to reveal the full extent of the operation, to lay charges and to
blow it apart.
Mr. MacAulay: I had the privilege of meeting an undercover officer who was involved in this
type of activity and who explained the need for this kind of legislation.
Mr. Paul Kennedy, Senior Assistant Deputy Solicitor General: There are many serious
criminal offences that the police are not authorized to do, for example, murder, sexual
offences, assault causing bodily harm and obstruction justice. The definition of terrorist
activity is at the high end, and includes offences that put lives in jeopardy. The officers are not
authorized to do that under this scheme.
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As part of the normal investigation done of such organizations, there are support or ancillary
activities that they have to be involved in. The Minister of Justice referred to money
laundering. Another example is the preparation of false documents. These are all tools that
people have to commit terrorist activities. The officers will be working with these people to
find out who is doing what and to infiltrate the groups. You can take from there that the
officers will be doing things such as bombings. That would defeat the purpose. However, they
have to go in at the entry-level and investigate to be able to take action. There are thresholds
that are off the table and are not done.
Senator Kelleher: We had a MacDonald Royal Commission on that several years ago.
Mr. Kennedy: Yes, I am aware of that.

Mr. Antonio Nicaso, Journalist, Author: I realize that time is short and you have much
consultation to reflect upon. I would like to provide you with a few quick points on organized
crime in Canada.
We are a microcosm, a kind of laboratory, where underworld groups interact, cooperate,
commingle funding, share the burden of criminal operations and provide infrastructure to each
other. Organized crime operates in every part of Canada. Some groups have their turfs,
although no one has a geographic monopoly. Some groups have their specialties, but no one
completely monopolizes a market. Organized crime arises in any segment of the society where
there is a profit to be made, from the drug underworld to the stock markets. There are no limits
except the limits that we can successfully and forcefully impose.
The Canadian Security Intelligence Service estimates that at least 18 groups operate in
Canada, and that number does not allow for new groups that break away from mother cells and
form their own operations. Organized crime groups are not of any specific ethnic sector,
although there are mafias specific in background to Eastern Europe, Asia, Europe and South
America. There are also commercial mafias, white-collar cartels that manipulate stock
markets, launder money and monopolize segments of industry.
Organized crime feeds all of the needs of society that are forbidden, over-taxed or overregulated. Many of these are called victimless crimes or non-violent initiatives. I am thinking
here of drug addiction and illegal migrant transit and the smuggling of cigarettes and liquor.
However, the underpinning of these and other activities is enforcement by violence. Organized
crime acts, as does legitimate government and commerce, in the role of provider and protector.
In these times when mighty issues related to terrorism are being dealt with by the Government
of Canada and the governments of the world, we must be careful that other serious issues do
not fall by the wayside.
The relentless campaign of criminal activity in Canada has been subject to grave
underestimation for decades. Due to lack of attention, lack of funding, lack of political will or
over-sensitivity to ethnic groups, and, at times, all four at once, criminal organizations have
been permitted to grow to an incredible power in this country.
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Criminal groups, ranging from small organizations that prey on ethnic communities to truly
transnational cartels that operate vast networks, find Canada an appealing place to do business.
Canada, within the world of organized crime, is perceived in three ways. It is perceived as a
haven, as a transit country and as a source country for drug manufacturing, producing and
refinement materials.
As a haven, it only requires a casual reading of media reports to discover the presence of
wanted criminals from the former Soviet Union, from Sicily and other parts of Italy, from
China and the Caribbean. While entering Canada is relatively easy, remaining here, protected
by the Charter of Rights and Freedoms, is even easier. From Canada, these global criminals
can make huge fortunes in the U.S market while remaining protected by the laws of Canada.
We must ask ourselves why they feel safe coming here.
As a transit country, one must only look to the cartels that bring their product, whether illegal
migrants or narcotics, through Canada and into the United States. An example of this is the
Caruana-Cuntrera, a Sicilian mafia group, one of the major organized crime groups in the
world. They found it easier to ship cocaine from South America around the United States by
boat into Canada and then down into the United States market. We must ask ourselves why is
organized crime afraid of American laws and borders and not afraid of ours.
As a source country, one must only examine the huge growing number of marijuana
operations in British Columbia, an industry that produces a product that rivals the quality of
the product of Mexico, and the relative ease in Canada of obtaining precursor chemicals
needed in the production of methamphetamine and ecstasy has created a cottage industry that
itself reaps significant profits for organized crime. We have to ask ourselves why Canada has
turned into the Mexico of the north and become the pharmaceutical support system to the
mafias.
Post September 11, perhaps the most successful anti-organized crime initiative will happen, as
it seems is the Canadian way, by accident. The crackdown on terrorism will result in a success
against transnational criminals and that success can only be called a shameful accident. The
impact of anti-terrorism measures has effectively frozen many criminal operations in place.
Huge shipments of drugs are piling up in Asia and South America as border control is
tightened and massive quantities of drug profits are backing up in Canada. Without reparation
of the drug profits, further shipments are halted. Temporarily, organized crime is suffering a
collateral damage. All this is good because, currently, there are no significant police operations
underway against organized crime: The investigators and resources have been diverted to
combat terrorism.
It is interesting to note that, with all the efforts being made against terrorism, terrorism itself
has claimed no lives within Canada. Organized crime, however, has claimed more than 150
people in Quebec alone. Is this not a form of terrorism, when children cannot play in the
streets, women cannot work in safety, when businessmen who resist organized crime are
beaten to death? Maybe the political will and spirit that have somehow emerged to battle the
Osama bin Ladens of the world will be focused on the underworld kingpins that call Canada
home.
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This bill before you is not everything to everyone. Civil libertarians will doubtless find flaws
to probe, issues to examine and water to be added to the wine. That is their job and our civil
libertarians in Canada are known around the world for their effectiveness.
Law enforcement agencies might suggest the bill is not strong enough, that they need more
muscle and more power and more money. They might suggest, and here I agree with them
completely, that an integrated policy on organized crime, ranging from correction to
immigration, to the judicial system, to taxation, is needed.
Bear in mind that we live in extraordinary times. At this time and place, we have the beginning
of a national understanding of the depths of organized crime and we have the right people with
the right expertise to do the job. All that is needed is adequate funding, adequate laws and
adequate political will. There have been many more incidents of underworld murder than there
have been cases of law enforcement abuse.
This bill has strong elements to be proactive, instead of reactive. It can do away with the sad
image of fighting organized crime in a way that brings forward a picture of firefighters
running from fire to fire, dousing the hot spots, then moving on to the next, only to have the
flames arise behind them.
This bill can enhance other Canadian strategies, notably the money laundering legislation and
anti-gang bill. The time is right to fit in another interlocking piece of legislation that will
strengthen and complete a national strategy against organized crime.
I do not envy you in your efforts to balance the broad spectrum of needs and demands being
made upon you. However, I believe it can be done and it must be done.
As you can tell from my accent, I come from a country that has suffered mightily through a
century of complacency towards organized crime and has suffered through its relentless
corruptions. Please remember that it was only when the mafia of Italy directly attacked the
state, murdering judges, journalists, police officials and women and children, and bombed the
cultural centres of Italy, that laws were enacted to protect the country.
It was the mafia's fear of the state that led them to these excesses. We should look closely at
why. In Canada, we fear organized crime, but organized crime does not fear us.
[Translation]
Senator Beaudoin: Mr. Auger, you say that the legislation before us is better than none at all.
You also say that the Americans have a head start on us in this area. Could you tell us how
they operate?
Mr. Auger: I would say that the Rico statute, which is more or less the equivalent of the
provisions of Bill C-24 in the Criminal Code, is such that organized crime in the United States
is targeted.
In Quebec in particular, there was a spectacular trial recently where Maurice Boucher was
accused of murdering a prison guard. In his arguments, the defence attorney said: "My client is
perhaps a major criminal leader, but how could a criminal leader collude with a little
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informer?" To undermine the credibility of the witness, the defence attorney used the facts that
the individual was a member and a leader of a criminal organization. To the best of my
knowledge, using an argument like that to acquit an individual is not customary in court.
If it had been in the United States, Maurice Boucher would not have been accused of murder.
He would have been accused of leading a criminal organization which has committed murder,
is involved in drug trafficking, and so on. Why? Because it is easier to prove that there is a
criminal organization that is to determine who ordered the action. The American prosecutor
must show that the organization committed the crime, that there are individuals who follow
orders and others who give them.
In Canada, accusing someone of a very specific crime is much more complex. In my case, the
police identified the shooter. They are 100% sure that he is the shooter. However, they do not
have enough proof to obtain a warrant for a wiretap. They put him under surveillance. They
used all kinds of techniques, DNA and all that, they identified up to 15 people who
participated in the crime. Each individual did his part. One made the weapon, the other passed
it on, another obtained information from confidential government documents, and so on. Other
individuals conducted surveillance activities for up to two days before the crime took place
outside Journal de Montréal offices. Each person had a role to play and everyone is
interchangeable. It is an organization. That is the current difficulty.
The reality of organized crimes here is that our legal system is designed to deal with
individuals and not criminal organizations that have become more and more powerful. This
reality is the 170 victims of murder in Quebec to gain control of drug trafficking.
Personally, I was shot six times in the back. If a bill like C-24 had been in force, I would not
have been a victim. Criminals have just realized the importance of this bill. The act is not even
in force, but the Hells Angels have closed their bunker, they have stopped wearing their
colours, they have stopped the parades and demonstrations of force.
A young boy was killed three weeks ago in Montreal. He was waiting in line. A member of the
Hells Angels was celebrating his having been made a member of the group. He simply used a
firearm - that is the charge that is before the court - to wipe the boy out because he wanted to
show how powerful he was. This is what criminal gangs of today are like. They use all means especially illegal ones - to arrive at their goal which in the end, is money.
In my opinion, legislation has not kept pace with the reality of organized crime in Canada.
[English]
Mr. Nicaso: I have some personal experience with the RICO statute. I left Italy after a car
bomb attempt on my life. After the first publication of the regional code of the Mafia, I moved
to the United States. I had the opportunity to deal with people like Mayor Giuliani, free people
who had put much effort into fighting organized crime. I spoke with them many times. They
were very pleased with the RICO statute. To fight organized crime, a police officer needs a
complete piece of legislation.
For example, recently, in Europe, they passed a charter of rights in which they define
association in a very specific way. It says that they would allow association only for political,
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cultural and recreational reasons, but not for criminal reasons. That would allow them to
criminalize membership.
In the Unites States, they use RICO to attack criminal enterprise because the only way to fight
organized crime is to hit them in their pocket. Unfortunately, when I said that Canada is an
easy spot, there is a reason for that. We have to consider that, before 1989, we did not have
money-laundering legislation. It was harder to import cheese into this country than a piece of
luggage full of cash, dirty money.
During that time, many criminal organizations moved into Canada. That is because Canada is
still an easy place in which to invest money. We should not underestimate the fact that we
allow people to invest $300,000 in this country as a landed immigrant. In Quebec, we recently
had a case involving the wife of a wanted criminal from Italy. She invested $300,000 in
Canada. No one asked her where the money came from.
In 1994, all the leaders of the world signed an agreement at the United Nations summit in
Naples. For the first time, they defined organized crime. It was a correct definition of
organized crime.
In Bill C-95 there is a definition of organized crime that does not exist. I say that for one
simple reason. That is because it refers to five or more people, and formally or informally
organized crime. The characteristic of organized crime is the formality of their structure. It is
the fact that there is a hierarchical structure. Bill C-24 is a better approach.
It is important to create a national strategy and to deal with organized crime in a different way.
In Canada, there is still a much lower risk of prosecution and detention than in other countries,
for example, in Europe and in the United States. In the United States, they have mandatory
prison terms. Here, we have a Club Med instead of a penitentiary. We do not consider drug
traffickers as dangerous offenders. That is a mentality that we should change. We should be
thinking about organized crime in a large way. Police officers need a piece of legislation that
deals exclusively with the definition of organized crime. They need to do other things to attack
organized crime in different ways.
Mr. Nicaso: On many occasions I have defined Canada as a welcome wagon for organized
crime. That is for one simple reason. According to criminal intelligence services, we have at
least 18 different organized crime groups in this country. They move their resources and they
invest, work and operate in this country. We must ask ourselves why they love and come to
Canada. I have an answer for that. Before 1989, we did not have money-laundering legislation.
I have just published a book on one of the major organized crime groups in Canada, and in the
1980s they deposited more than $35 million in cash in five Montreal banks without problems.
After the Campbell and Shirose decision, the kingpin of this organization was under
surveillance. He told fellow drug traffickers: "I do not go in the United States. I feel safer in
Canada." He is not the only one who says that.
This man admitted that he imported into Canada 1,500 kilograms of cocaine. He received a
conviction for 18 years. He will be released in 2003. He is now in a medium security detention
facility in Northern Ontario. He is wanted in Italy, where he had two convictions, one of 30
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years and another one of 21 years for international drug trafficking and his Mafia associations.
He is wanted in Germany, England and France. He was arrested in Canada in 1998, convicted
in 2000. He will be released on parole in 2003. This is the way we deal with drug traffickers in
this country.
We did not have a currency law before January 2000. That is why we have a concentration of
organized crime in Canada. When I said that Canada is a welcome wagon for organized crime,
it is because it is relatively easy to enter and leave the country, because we do not require visas
for people coming from Europe, we do not have a system to check people and we have cases
where people are wanted in Italy and they are living in Montreal without a problem.
We wish to focus on the traditional organized crime, but we must also look at the Russian
Mafia, the Colombian cartels, the Triads and so forth. Why are they all in this country?
Another aspect to this issue is mandatory prison terms. In the United States, three years means
three years; in Canada, three years does not mean three years.
It is very easy to get a Canadian passport. A good example is the situation with Ahmed
Ressam, who was arrested at the Canada-United States border. He was planning to bomb the
Los Angeles airport.
Mr. Prud'homme: You are right, and I am going to give you a concrete example of what I
have experienced. The Sherbrooke Hells Angels based a biker in Iqaluit to sell hashish from
Sherbrooke. Similar examples are to be found around the world.
A police money-laundering operation in Montreal from 1990 to 1994 revealed that the
Sherbrooke Hells Angels' cocaine came through the Hells Angels international group and that
the work was being done in co-operation with the Montreal mafia. The Colombians were in
cahoots with the Hells Angels for the sake of exporting the cocaine. This is a problem that has
to be dealt with on a worldwide basis. This is a difficult problem to deal with in the big cities;
imagine what it is like for small towns in remote areas.
In greater Granby, with a population of about 60,000 people, the police are under surveillance.
Files are kept on them. Officers are even visited at home. Organized crime is taking action
against officers. No longer is the police officer investigating the criminal; the criminal is
investigating the officer. In a municipality of 200 or 300 residents, there are surely members of
organized crime.

November 22, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Ms Perkins-McVey:
…In general, we believe that better use of current resources to enable law enforcement
officers to do their jobs is perhaps the best way to beat organized crime.
One of the significant questions to think about is, will this bill solve the problem? We suggest
it will not. Yesterday you heard the Minister of Justice McLellan talk about the fact that this
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bill is different from Bill C-36 because it is meant to deal with the profit motive. Our position
is that this bill does not focus sufficiently on taking away the profit motive of crime. If we
were to look at decriminalizing soft drugs and prostitution, that takes some of the profit motive
away from some of these persons involved in organized criminal activities. We believe that
focussing laws such as the money-laundering legislation that has already been passed, which
takes away the profit motive, will have a far better effect on combating organized crime than
some of these overbroad offences that are contemplated in Bill C-24.
November 28, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Marc St-Laurent, Deputy Chief, Investigations Division, Montreal Urban
Community Police Department
…Our disappointment with Bill C-95 is matched by our delight with Bill C-24. We are
therefore enthusiastic and confident about the future, because this bill to fight organized crime
at last meets our expectations. We support the amendments proposed in the bill, in particular
the new definitions of "criminal organization" and "criminal organization offence." We also
support, needless to say, the measures designed to protect justice system participants and
provide immunity for peace officers. We believe that the new rules governing the seizure and
forfeiture of offence-related property and proceeds of crime are better than the current rules…
.. The other element we feel is important is the reversal of the burden of proof where
applications for the forfeiture of proceeds of crime are made. We all know how difficult and
costly it is to prove that something is the proceed of a crime, particularly because organized
crime members often use dummy corporations in transactions involving real estate and goods.
Would it not make sense to require organized crime members to reveal the source of their
goods, if they have been found guilty of being an organized crime member? Those are the two
recommendations we would like a future bill to incorporate.
November 28, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Mike Ryan, Inspector, Organized Crime Agency of B.C.
Thank you for the opportunity to appear today. I, too, have a prepared text and will make a
copy available at the end of today.
The Organized Crime Agency of British Columbia feels that Bill C-24 represents an
opportunity for law enforcement in Canada to significantly advance prosecutions in regard to
organized crime groups.
The broadening of the definition of enterprise crime to include all indictable offences under
the Criminal Code and any act of the federal Parliament provides a significant opportunity for
law enforcement to seize the proceeds of crime from the broadest range of profit-motivated
offences engaged in by organized crime groups. Without the expansion of this definition, the
proceeds of crime from offences such as forging or falsifying a credit card cannot be seized.
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Earlier this year, my agency seized an illegal credit card factory that held at risk a total of $330
million in credit potential. The proceeds of crime from this offence could not be seized due to
the current restricted definition.
Expanding the definition of offence-related property will also be of significant assistance. As
such, seizures from a broader range of offences will be a significant deterrent to prevent
organized crime groups from investing in profit-motivated crimes.
Currently, under the Controlled Drugs and Substances Act, $1 million in a bank account that
can be proven to be assembled for the purposes of concluding a drug deal can be seized. If the
$1 million is proved to have been assembled for the purposes of wash trading in securities,
acquiring illegal weapons or explosives, or financing any other non-drug offence, it cannot be
seized….
…It should be pointed out as well that the 1997 amendments contained several provisions that
allowed police officers to traffic and purchase illegal drugs to counter drug dealing. Other
provisions in the Criminal Code allow police to launder money, to be in possession of
proceeds of crime and to possess restricted or prohibited weapons for the purposes of an
investigation. These exemptions are already in Canadian law and have existed for some time.
They permit law enforcement officers to do certain things that are technically illegal. These
exemptions have proven their worth in the battle against organized crime and without incident
or suggestion of abuse.
…
November 28, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Senator Pearson: In that sense, do you think this bill will be helpful in dealing with the way
in which the pimps and others are working under the aegis of organized crime?
Mr. Ryan: Yes, I do. For example, you may be able to seize the proceeds of crime from the
drug activity in which these young persons are involved, when the proceeds flow upwards to
the groups or individuals that organized these young people. However, you are not able to
seize the offence-related property such as the cars that they have obtained as a result of
extortion. That is the dichotomy.
A difference that was not touched upon is the fact that under the CDSA or the drug legislation
the police can make application for income tax records, where it is necessary, with the judicial
authority to do so. That still remains to be addressed. If the offence is gambling, the police
cannot make application for income tax records.
Organized crimes groups do not take one type of crime. They cover gambling, several
different types of drugs, extortion from prostitution and move with some degree of fluidity
between them. These barriers within the legislation present problems.
Senator Pearson: This bill will take out some of them, will it not?
Mr. Ryan: Yes, it will remove some of those barriers.
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November 28, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Mr. Asselin: If I may, I believe that you all agree that what has allowed organized crime to
take on the importance that it now has, is due not only to the intimidation factor but also due to
wealth. They line their pockets in two ways: through drug trafficking and through the proceeds
of crime.
At this time, because of the laws regulating certain types of drugs and other substances, peace
officers can also engage in drug trafficking, importing, and production, in order to infiltrate
these groups and dismantle their organization. Under the Criminal Code, they are allowed to
launder the proceeds of crime, and in so doing, commit the same offence, with less supervision
and fewer restrictions than are included in the Criminal Code with Bill C-24. The use of such
means has not yet led to any abuse.
For example, as Mr. St-Laurent told you, since the regulation allowing us to engage in
trafficking and possession of drugs came into effect in 1997, we have undertaken a dozen
operations. Those who are assigned to such activities are hand picked. We have 12 such
officers. Bill C-24 stipulates that the Quebec Minister of Public Security will designate which
law enforcement agencies have the qualification or expertise to undertake such activities.
With respect to drugs, on the 150 police agencies in Quebec - at least until recently - only the
Sûreté du Québec and the Montreal Urban Community Police Service were involved in
laundering the proceeds of crime and in drug trafficking operations. Of those two agencies,
only our ultra-specialized and properly trained units are involved.
I believe that the supervision is even greater than what is stipulated in the Criminal Code at
this time.
November 28, 2001[Standing Senate Committee on Legal and Constitutional Affairs]
Mr. St-Laurent: No, I do not mean internally. I am telling you that there is always an a
judicial control after the fact. We cannot carry out operations that lead to arrest without
disclosing how it was done and by what means. A judge will always evaluate what police
officers have done to determine whether it was just, acceptable and reasonable. It will be
evaluated. Otherwise, police officers will not be allowed to do it.
Let me come back to the example given just now by Mr. Ryder. Currently, police officers are
protected by the law. They can use force up to and including lethal force, in cases where they
deem that their lives or citizens' lives are endangered. They are not asked to have prior judicial
authorization, they are left to act according to their discretion.
Afterwards, they will evaluate whether what was done was just and reasonable. Currently,
with the narcotics act, we are doing exactly the same thing. Mr. Ryder mentioned other
exceptions provided for by the act, aimed at the proceeds of crime or arms trafficking.
Infiltration is a means of investigation. There are not countless ways to investigate and fight
organized crime. There is electronic eavesdropping, searches, shadowing and infiltration.
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Without these means we cannot work. You have just deprived us of one of these means with
the Campbell and Shirose decision.
The Campbell and Shirose decision did not say that police officers cannot engage in
infiltration, but rather that it must be monitored by legislators. They chose monitoring, which
is not unlike what they did with the Narcotic Control Act. We should apply the same principle
and provide judicial protection to police officers. In our former operations, we always avoided,
as much as possible, committing any offences and we always made sure that there would be no
victims. The police officer was certain that he would not be found guilty because he did not
intend to commit a criminal act. He was doing his work and he was trying to set up a file in
order to arrest criminals.
In today's debate, it is as if police officers had asked for the right to commit criminal acts,
which is not the case and never will be. We are tested in our daily work and we have to engage
in infiltration.
I just mentioned a case that did not involve organized crime and that is reality. We arrest the
individual and interrogate him. If he has nothing to say, the young person might be abducted in
two months, but we will have done all that we could do. We cannot go any further than that,
and legislators must find the best way of proceeding.
Senator Moore: In your remarks, you mentioned that the police should be targeting the
businesses that these organized criminals are in. We have heard from witnesses before you of
the millions, if not billions, of dollars that have been generated and are out there. In the course
of your research, where is this money deposited, and does Bill C-24 not give the police the
tools they need to chase down and seize those monies?
Mr. Lavigne: I have always been of the opinion that Revenue Canada investigators should be
the people tasked with dealing with money laundering and proceeds of crime. The
untouchables who finally nailed Al Capone and who fought organized crime in the U.S. in the
1920s and 1930s were not police officers. They were Revenuers who worked for the
Department of Treasury. Al Capone got nailed on tax evasion. There needs to be more
cooperation. There has always been a reluctance to bring the tax people in. It is a power
struggle, but I think these agencies should cooperate more.
Money laundering is, in one sense, well understood and, in another sense, truly improperly
understood. The Hells Angels do not put this money into foreign bank accounts. They put it in
a plastic pipe and bury it in their backyard. I carry a shovel in the trunk of my car, hoping one
day I will luck out. Five million dollars was found in California in a Hells Angels' front yard in
a plastic pipe.
Most criminals, the smart ones, will not flash the cash, because if they do, they will get hit on
for money. They look grubby. Look at the Volpe brothers in Toronto, who were the organized
crime in Ontario - the only organized crime as far as the media was concerned. One of them
ran a parking lot, wore a little windbreaker and pants, and read books every day. You would
not make him for an organized crime figure. They bury their money.
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The Colombians are the guys with the accountants who run the money through the system.
The others are pretty smart.
Senator Moore: Where is the bikers' money in Canada? Is it in banks or buried?
Mr. Lavigne: In British Columbia, they nearly spent $250,000 of it buying a seat on the
Vancouver Stock Change and running a member for public office in White Rock. They own a
lot of businesses.
A police officer has to prove a crime was committed. Revenue Canada just walks in and says,
"Prove to me these assets are legal." This is where the police and Revenue Canada can work
together. The police identify the Hells Angels, their wives, their associates, their friends, their
network. Revenue Canada hits all those people: Mr. Big, his wife, his girlfriends, his family,
his parents, her parents, their associates, and audits all of them. Four apartment buildings will
be in his second girlfriend's name. A fleet of limousines that work the airport will be in the
name of an associate. If all these people eventually get audited, the noose gets really tight.
Even if no one is ever charged, they will have to forfeit all this money, which is very
damaging to organized crime. Money is their power. It corrupts. It buys stuff.
I would love to see Revenue Canada do that. It is such an easy thing to do, because they know
who all the bad guys are. Bikers are so obvious. Audit them. The corner stores get audited
every day. Legitimate business people get audited every day. It frightens them. I think that
would probably be the best way at this moment in time to hurt organized crime.
[Translation]
Senator Joyal: I would like to go back to the issue of society's control over the police,
because that is an important part of your presentation. There are a number of organizations in
the system that are responsible for ensuring that the police respect the law. These
organizations are also responsible for ensuring that police forces respect codes of ethics and
that officers are reprimanded if abuses occur. For example, the new legislation on police forces
in Quebec provides for a police review board. If we give this board a mandate, as part of the
powers that are granted under clause 25 of the bill, it will be able to do its work and satisfy our
concern as a democratic society that the rule of law is respected and that the proper balance is
maintained.
We need the police. That is absolutely clear. We recognize it. But we have to see how we can
set up some controls over the police to ensure that, if the police does not fight crime
efficiently, there is some organization that will make it possible for journalists to do their job
and alert the public accordingly.
You don't seem to consider these organizations very important, or effective. I mentioned the
Quebec provincial police review council; there are similar councils for the RCMP and in other
provinces.
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Mr. Paul E. Kennedy, Senior Assistant Deputy Solicitor General, Office of SADSG, Police and
Security, Solicitor General Canada:

…The big cases are done with joint force operations. They must be done that way in order to
have effective sharing of information. Thirteen proceeds of crime units have been established
federally. There is a reference to Revenue Canada. Those units are involved with various
agencies including customs and the revenue agency. There are forensic accountants involved.
If there is not a proceeds of crime criminal case, the matter is turned over to the Canada
Customs and Revenue Agency. They follow up with a revenue assessment - either civilly on
based on tax evasion, as the case may be. There is that collaboration.
All of those techniques are used. We are aware that Al Capone was not discovered only today.
The Canada Customs and Revenue Agency has a permanent SI unit that investigates what we
used to call net worth cases. If you have a lifestyle that you cannot justify, they do a net worth
assessment. We use all the tools available to us.
I wanted to raise that to say that we are aware of all of the techniques employed; none of us
fell off the turnip truck. It may be that a journalist can tell us how to do policing better.
Everyone is open to ideas. It is a challenging environment. Every time we pass a law, people
respond. We seize property used for criminal activity. Therefore, people use rental property…

An Act To Amend The Criminal Code, The Official Secrets Act, The Canada Evidence Act, The
Proceeds Of Crime (Money Laundering) Act And Other Acts, And To Enact Measures
Respecting The Registration Of Charities In Order To Combat Terrorism (Bill C-36)
Citation

2001, c. 41, ss. 14 and 33

Royal Assent

December 18, 2001

Hansard

October 16, 2001 [House of Commons]
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Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.)
...We are all aware that the lifeblood of terrorist organizations is money. Bill C-36 proposes
new measures under the criminal code to combat the financing of terrorism. It includes
measures related to the seizure, restraint and forfeiture of terrorist property. The new measures
related to financing would allow us to effectively go after the heart of terrorist financing
networks.
For example, it would be an offence to collect or provide cash knowing that it would be used
to facilitate or carry out an offence that constitutes terrorist activity. It would be an offence to
provide financial services knowing that they would be used to facilitate or carry out terrorist
activity or to benefit a terrorist group. Persons in the financial services industry who
knowingly engage in transactions related to terrorism could find themselves charged
criminally.
These measures are also subject to safeguards including substantive and procedural
requirements governing seizure, restraint and forfeiture. Third party interests including those
of the innocent families of those involved would be protected.
...The bill also amends the proceeds of crime or money laundering legislation. Fintrac's
mandate would be expanded to gather, analyze and disclose information on terrorist money
laundering. The safeguards built into the Fintrac process would be maintained.
...
October 16, 2001 [House of Commons]
Mr. Vic Toews (Provencher, Canadian Alliance)
There are a number of amendments to other acts in the bill, including the Official Secrets Act,
the Canada Evidence Act, the Proceeds of Crime (Money Laundering) Act, the National
Defence Act and many others. We must be diligent in ensuring that all amendments to these
acts strike the appropriate balance between national security and the right of the public to be
informed of government business. The leader of the PC/DR coalition has been especially
vigilant in respect of this disclosure. He has mentioned it in various questions and other
statements, as have other members of the House.
...
October 16, 2001 [House of Commons]
Mr. Michel Bellehumeur (Berthier--Montcalm, BQ)
As far as money laundering is concerned, for at least five or six years now the Bloc Quebecois
has been saying over and over that the borders between Canada and the United States are as
full of holes as a sieve and that Canada enjoys the wonderful international reputation of being
a country where money laundering is easy and where there may be the least monitoring of this.
I know that this is being corrected. I know that we have not been a voice crying out unheard in
the wilderness for those five or six years. I know that the government has amended some laws
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in response to overtures by the Bloc Quebecois. I know that as far as Bill C-36 is concerned
the criminal code is also being amended, with a far more specific objective: terrorist groups.
This is a good thing.
I do not, however, think that the wake up call of the events of September 11 was necessary for
this to happen. Actions could have been taken back when we started talking about the
situation, back when we began to address the problem represented by Canadian customs and
the Canada-U.S. border.
The final objective is to work with the international community to bring terrorists to justice
and address the root causes of their hatred.
...
October 16, 2001 [House of Commons]
Mr. James Rajotte (Edmonton Southwest, Canadian Alliance)
Mr. Speaker, an expert on money laundering has been quoted in news reports today as calling
Canada the Maytag of the north, well known to terrorists and other criminals as a good place
to launder money.
The justice minister and the finance minister both assured us that the government had the legal
power to seize and freeze the financial assets of bin Laden and other terrorists. If that was the
case, will the Prime Minister explain why this new bill changes the very law that his
government said had the powers already?
October 16, 2001 [House of Commons]
Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.)
Mr. Speaker, as I have indicated before in the House, under section 3(2) of the United Nations
Act we do have the power to commence civil forfeiture proceedings, but what we are doing in
the anti-terrorism legislation is putting in place a strengthened and more formal process by
which we have the power to seize, to restrain and to seek civil forfeiture. Let me make it
absolutely plain that under section 3(2) of the United Nations Act that presently exists we do
have the power to seek civil forfeiture of frozen assets.
October 16, 2001 [House of Commons]
Mr. James Rajotte (Edmonton Southwest, Canadian Alliance)
Mr. Speaker, section 3(2) of the United Nations Act is the act that the government is changing
under this law. Two senior ministers weeks ago asserted that the government had the legal
power to seize and freeze bank accounts, and yet at the first opportunity they have changed the
law. Why did two senior ministers state in the House that the government had these powers?
October 16, 2001 [House of Commons]
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Hon. Anne McLellan (Minister of Justice and Attorney General of Canada, Lib.): Mr.
Speaker, we do have that power and in the legislation what we are doing is streamlining and
formalizing that process.
November 22, 2001 [Committee][Entire Exchange]
Mr. Jay Hill (Prince George—Peace River, PC/DR) Mr. Speaker, under Bill C-36 persons
who believe they should not be on the terrorist list must ask the solicitor general to remove
their names. If the solicitor general does not make a decision within 60 days, people must
apply to the courts for redress. Could the solicitor general assure the House that he will make
his decision within 60 days so that innocent, wrongfully accused or wrongfully listed
Canadians are not required to go to court to have their names removed?
Hon. Lawrence MacAulay (Solicitor General of Canada, Lib.) Mr. Speaker, I can assure
my hon. colleague that I would evaluate the situation and a decision would be made promptly.
November 29, 2001 [Senate]
Hon. Sharon Carstairs (Leader of the Government)
We need to be able to protect Canadians and prevent terrorist acts from being committed in the
very first place. We need investigative tools that will help us gain information on terrorist
groups before they engage in their attacks. We need preventive arrest powers to help us
interfere with and destabilize terrorist groups who are in the planning stages of an attack. We
need new Criminal Code offences that allow us to convict those who facilitate, participate in
and direct terrorist activity. These must include a preventive aspect that applies whether or not
the ultimate terrorist acts are carried out. We also need to be able to stop the flow of money
that terrorists need to carry out their terrible acts. These are some of the gaps that Bill C-36
would fill.
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September 27, 2005 [House of Commons]
Hon. Paul Harold Macklin (Parliamentary Secretary to the Minister of Justice and
Attorney General of Canada, Lib.)
Mr. Speaker, I am pleased to rise today in debate on Bill C-53, An Act to amend the Criminal
Code (proceeds of crime) and the Controlled Drugs and Substances Act and to make
consequential amendments to another act.
[Translation]
First and foremost, this bill seeks to amend the Criminal Code to put in place a reverse onus
with respect to certain proceeds of crime applications. The new measures would apply to those
convicted of a criminal organization offence or a serious drug offence and will provide that,
subject to certain conditions, the property of such an offender identified by the Crown can be
forfeited by order of a court unless the offender proves that the property is not the proceeds of
crime. In effect, these new provisions would add a new, more aggressive forfeiture method to
the Criminal Code, in addition to the proceeds of crime forfeiture provisions that already exist.
This legislation also makes a number of corrective amendments to the current forfeiture of
crime provisions for the purpose of ensuring clarity in these provisions. The proposed new
reverse-onus forfeiture power under Bill C-53 builds upon the current proceeds of crime
scheme in the Criminal Code.
The current provisions originate from legislation put in place in 1989. They are part of the
criminal process that comes into play when a court is imposing sentence on an offender. At
their core, they are fundamentally designed to put in practice the straightforward principle that
crime ought not to pay. By allowing the government to claim the proceeds of crime, these
provisions directly attack the illicit economic gain that is the prime motivation of many types
of criminal activity, especially organized crime activity. As such, proceeds of crime legislation
is absolutely vital in helping to deter this type of crime and to undermine the criminal groups
that are responsible for it.
[English]
These proceeds of crime provisions are found at part XII.2 of the Criminal Code. They allow
for the forfeiture of proceeds upon application by the Crown after a conviction for an
indictable offence under federal law, other than a small number of offences exempted by
regulation. These offences, for which this current procedure is available, are referred to as
designated offences under the code.
Currently, in order to obtain forfeiture the Crown must show on a balance of probabilities that
the property is the proceeds of crime and the property is connected to the crime for which the
person was convicted. Alternatively, the Crown can also obtain forfeiture even if no
connection between the particular offence and the property is established, provided that the
court is nevertheless satisfied beyond a reasonable doubt that the property is proceeds of
crime.
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Attached to these existing forfeiture tools are other related powers. These include, for
example, powers allowing special search warrants to find property that may be proceeds of
crime; the powers of restraint and seizure of property pending resolution of criminal
proceedings to ensure that the property does not disappear before a possible forfeiture order;
and provisions for court proceedings to permit relief from forfeiture where appropriate in order
to ensure the protection of legitimate interests in property, including third party interests.
These existing proceeds of crime measures have proven to be fair and effective powers under
the Criminal Code. However, there are strong arguments that they have not been effective
enough.
While Canadian authorities have managed to seize, restrain and ultimately forfeit substantial
suspected criminal assets, these amounts are believed to represent a relatively small proportion
of the total amount of proceeds of criminal activity in Canada.
Organized crime groups in particular are believed to have control of sizeable financial assets
that are the product of illicit financial activity that have not successfully been recovered by
Canadian authorities. There is a substantial international dimension in this as well, as criminal
groups transfer illicit gains out of the country, or indeed, transfer illicit gains from activities in
other countries into Canada.
While our current proceeds of crime provisions are effective, the government is of the view
that they can and should be improved upon, especially in relation to organized crime. We must
build upon the current provisions in order to make them more effective. In particular, there are
limitations in the way the current provisions operate that create barriers for police and
prosecutors.
While criminal organizations are believed to be involved in numerous offences leading to
substantial illicit material gain, convictions are typically obtained only with respect to a small
number of offences. It is not always the case that these offences have associated proceeds. For
example, if such a criminal is convicted of murder, no particular proceeds will in general be
associated with that one offence. Even for other types of offences that often do involve
economic gain, such as drug trafficking, it frequently is the case that arrests will take place just
before a major drug transaction takes place. While the organization itself likely will have been
involved in numerous other trafficking activities, the particular offence for which the person is
charged in that case would have involved an offer to traffic, for which there may be few or no
related proceeds. Even where conviction does take place for an offence for which there are
related proceeds, and forfeiture of these proceeds is possible, the particular offence and
associated proceeds will very often only represent a small proportion of the total offences and
illicit accumulation of property for which the criminal organization is responsible.
This means that the Crown often has to rely on the second branch of the current proceeds test,
requiring proof beyond a reasonable doubt that the property is nevertheless the proceeds of
criminal offences. This often means that even after a successful prosecution, there is a prospect
of substantial additional proceeds litigation with sometimes doubtful prospects of success to
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obtain property, which in the organized crime context very much appears from the outset to be
proceeds of crime.
It is for this reason that a new reverse onus proceeds of crime forfeiture power is needed. It is
the view of the government that there are certain criminal circumstances under which it is
legitimate to presume that the identified assets of an offender are proceeds of crime. Of course,
it should still be open to an offender to prove on a balance of probabilities that assets are in
fact not proceeds of crime. However, failing such proof, the property should be forfeited by
the order of the court. This is the basis of the proposed new power under Bill C-53.
This is a type of procedure that has already been adopted in a number of other democracies in
respect of proceeds of crime. It is a power that federal, provincial and territorial ministers
responsible for justice have identified as needed in Canada as well.
...
September 27, 2005 [House of Commons]
Mr. Art Hanger (Calgary Northeast, CPC)
Mr. Speaker, I find this legislation interesting in the sense that quite a battle has raged onward
with law enforcement and its legislators in trying to address the whole issue of proceeds. I
remember as a serving officer that in an investigation there was always this matter of trying to
seize the goods, whether it was a drug trafficker or some other organized criminal group.
There were so many loopholes in the law that many of the organized criminal groups or
individuals would simply sign their proceeds over to their lawyer and the Crown could not
touch them. For the most part I think that is basically where the legislation sits today.
The other part of it was an issue that would deal with perishable seizures. For instance, there
were individuals who went into ranching. Perhaps they would have 500 head of cattle. All the
cattle were bought with illicit money from the drug trade. How does one look after 500 head of
cattle? Who looks after 500 head of cattle? Is the Crown responsible for looking after 500 head
of cattle? The issue became a moot point because nobody wanted to do it. Of course the
proceeds would slip away and again end up in the hands of the lawyer who was defending the
person.
I am curious. When it comes to an outright seizure, what does the state have to do to prove that
the goods were obtained through illegal activity? What hoops does the Crown have to jump
through? The legislation can say a certain thing, but until we see it all played out on the
ground, we will not really know how effective it is going to be.
September 27, 2005 [House of Commons]
Hon. Paul Harold Macklin
Mr. Speaker, the principle being advanced here is very clear and distinct in what we are really
trying to say. I agree with the hon. member to the extent that if we can take the profits out of
crime, then there really is not any particular reason for pursuing that sort of activity.

Appendix E - Page 370

Commission of Inquiry into Money Laundering in British Columbia

With respect to the member's specific concerns about the ability of our legal system to trace
money and to hold money, there are in place already certain provisions that will permit that
money to be held, and even if it could be shown to be in the lawyer's hands, to be held pending
the hearing process.
The other option that is offered in this legislation that is of some interest to the member is that
first of all, in order for the reverse onus to apply, the Crown would first be required to prove,
on a balance of probabilities, either that the offender engaged in a pattern of criminal activity
for the purpose of receiving a material benefit or--and here is the one that likely comes closer
to fitting the member's concern--that the legitimate income of the offender cannot reasonably
account for all of the offender's property.
This is broad and far-reaching. It goes well beyond the present legislation where we are
limited really to the proceeds of that particular act of criminality, unless we can prove beyond
a reasonable doubt that something did come from and can be identified as proceeds of crime
by itself.
The member's concerns are legitimate. It is something that should be raised at committee. We
should ask the experts to make sure that they have the tools in place to allow for the tracing
and following of moneys. I believe that this new bill will really go a long way toward taking
profit out of crime. Then I think we will see some positive results in terms of our law
enforcement.
…
September 27, 2005 [House of Commons]
Mr. Randy White (Abbotsford, CPC)
... That is my preamble to my examples of this bill, which is really talking about seizure of
assets, and it is a good thing.
Not too long ago there was a drug bust. It not only included drugs, but about eight or ten feet
away in the rafters there was about $400,000 all wrapped up in plastic which the police took
out of the building. This case went to court and the judge, in his infinite wisdom, gave all the
money back to the dealers because they said they did not know it was there, that it was just
something that must have been up in the rafters. Poor dears. He virtually gave the drug dealers
$400,000 because in that courtroom with that defence lawyer, they did the wrong thing. They
went after the defence of that drug money.
Although we have laws in this country, the problem is that lawyers on the defence side and the
judges making the decisions are making the wrong decisions applicable to laws like this. It is
not just the law that has seizure of assets that is important, it is the application of the law
within the courtroom. I do not know what it is going to take for us in our society to go to the
defence lawyers and say that we all have a problem, that for goodness' sake they know where
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the $400,000 has come from. It cannot be given back to the dealers. They would just use it to
buy and sell again.
I cannot say how many times I have been involved in situations where money has been seized,
put in trust because it cannot be given back to the dealers, when in fact the lawyers can get
their hands on it. They go in on behalf of the dealers, charge a fee of the amount that is in the
trust account, get all the money out of the trust account, give part of it back to the dealers and
keep a good chunk of change for themselves. Those lawyers out there know who I am talking
about. That is trafficking. It is wrong. It is stupid. It is not just a matter of setting a law to seize
assets, it is the application of the law after it is made. These laws are not made to be broken or
challenged. They are not made to have application under the Charter of Rights and Freedoms.
They are made to prevent illegal use of money.
…
September 27, 2005 [House of Commons]
Mr. David Tilson (Dufferin—Caledon, CPC)
Mr. Speaker, would the member comment on the reverse onus section that is in the bill? As I
understand it, for the reverse onus section to apply, the Crown has to prove on the balance of
probabilities that the offender has engaged in a pattern of criminal activity and the court then
makes a ruling to seize whatever the material is.
As one of my colleagues has said that it is some reverse onus clause. This is the first thing that
has to happen. The Crown has to prove on the balance of probabilities that either the offender
engaged in a pattern of criminal activity for the purpose of receiving material benefit or the
legitimate income of the offender cannot reasonably account for all the offender's property.
After the court makes the ruling, then comes what I gather the government calls the reverse
onus clause. The offender has to prove on the balance of probabilities that the property is not
from the proceeds of crime.
What does the member think of the reverse onus clause?
September 27, 2005 [House of Commons]
Mr. Randy White
Mr. Speaker, in effect the onus is still on the Crown to prove that it has a repeat offender, more
or less. In most cases that money is not found with a repeat offender. This is somebody who is
sent out with little or no record. There will be a big problem resulting from that.
September 28, 2005 [House of Commons]
Mr. Richard Marceau (Charlesbourg—Haute-Saint-Charles, BQ)
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...In order to fight crime better in general, and especially organized crime, the Bloc has long
sought changes in the Criminal Code to provide a reverse onus of proof in proceeds of crime
applications. This would force offenders, once convicted of a serious offence, to demonstrate
on a balance of probabilities that their property was not acquired through criminal activity.
Organized crime is one of the most serious social issues that we face—all the more so in view
of the fact that Quebec has been the scene for ten years of a bloody war among the various
criminal motorcycle gangs. This is a war, we should remember, that has cost more than 160
lives, including entirely innocent victims who had the misfortune to find themselves in the
way of these bikers.
In the name of public safety, but also and especially to support the police forces in their
attempts to counter organized crime, we have campaigned fiercely for substantial changes to
the current legal system in order to put more tools at the disposal of crown attorneys and
police forces.
By amending the Criminal Code in accordance with the letter and spirit of Bill C-53, we will
be taking a huge step forward, and I know already that our efforts will be welcomed by both
the police forces and all crown attorneys.
The Bloc Québécois has been pressing the federal government for years to introduce effective
legislation for fighting criminal gangs. During the 2000 election campaign, the Bloc carried on
this battle, demanding that Ottawa amend the Criminal Code to give police and crown
attorneys more effective weapons for fighting and eliminating organized crime.
I would like to take this opportunity to salute the hon. member for Hochelaga, who has been
working on this issue for years, that is, since the death of young Daniel Desrochers, 10 years
ago. My colleague is a leader in the fight against organized crime.
On October 27, 2004, with the support of the Conservative member for Provencher and the
NDP member for Windsor—Tecumseh, I tabled Bill C-242. This bill served as a working
paper for the legislation introduced by the Minister of Justice. I want to salute the courage of
the minister, and particularly the determination that he has shown in finally convincing cabinet
of the merits of the Bloc Québécois' proposal and of the need to follow up on it. It is
unfortunate that, for too long, the Liberal government dragged its feet in the fight against
organized crime.
It took the Bloc's determination and the government's minority status in the House to force a
debate and the tabling of this legislation. Indeed, it was in March 2005 that opposition parties
got together to have a motion, of which I was the sponsor, adopted by the House, challenging
the government to propose, by May 31, 2005, legislative provisions that would reflect my Bill
C-242. Bill C-53 was introduced in the House on May 30, at the very last minute.
Once it is passed, this legislation will greatly streamline the rules of evidence regarding the
seizure of goods belonging to a person found guilty of certain offences. More specifically, the
bill will amend the Criminal Code so that the goods—identified by the Crown—of a person
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found guilty of an offence involving a criminal organization, or found guilty of trafficking,
importing, exporting or producing drugs, can be confiscated by the court, unless the offender
can show, on a balance of probabilities, that his assets are in no way related to his criminal
activities, and that they are not proceeds of crime.
In order for the reverse onus to apply, the Crown would first be required to prove, on a balance
of probabilities, either that the offender engaged in a criminal organization offence or two
serious offences for the purpose of receiving material benefit, or that the legitimate income of
the offender cannot reasonably account for all of the offender’s property. I would point out in
passing that a serious offence means a criminal act punishable by a maximum prison sentence
of five years or more.
At present, in order to obtain an order of forfeiture, the Crown must prove, on a balance of
probabilities, that the property is the proceeds of crime and that the property is connected to
the crime for which the person was convicted. The Crown therefore must do two things: first,
convict the accused and second, prove the illegal and illegitimate origin of the property in
order to seize it.
The Charter rightly imposes respect of the right of accused persons to be presumed innocent. It
is therefore fundamental that the Crown begin by establishing proof beyond any reasonable
doubt of the guilt of the accused, before the reversal of the burden of proof intervenes in the
equation. The Crown must prove, beyond any reasonable doubt, that the accused is guilty of a
criminal offence and designate the property it wishes to seize because it is the proceeds of a
crime. The accused must again prove, this time—I repeat—by the balance of probabilities, the
legitimate origin of the property the Crown wants to confiscate from him.
The Bloc has been saying for years that this reversal of the burden of proof is necessary to
battle organized crime and money laundering effectively. Organized crime represents an
ongoing threat to society and so it is essential to have effective measures in place to facilitate
the battle against this scourge.
Given the many negative effects of organized crime, in both in its social and economic
aspects, there is ample justification for strengthening the legislation to fight crime.
Economically, organized crime generates huge revenues, which are often reinvested in the
legitimate world, but without making a positive contribution to it. The resulting tax evasion
deprives governments of considerable revenues, and gangsters refine their techniques every
day to avoid having their assets reviewed by the courts.
Very simply, it is becoming particularly frustrating for ordinary taxpayers to see notorious
criminals display ostentatiously and condescendingly the proceeds of their illegal activities.
How many times have we heard comments from citizens disgusted with the administration of
justice when they see individuals with a plainly criminal past being convicted of a crime and
then resuming their jet-set lifestyles as if nothing had happened, because they know full well
that these people have not earned an honest dollar in their lives?
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As lawmakers, we have to act to restore the public's confidence in its justice system. It has
become imperative that criminal organizations be sent a clear signal that the days are over
when they could shamelessly make a fast buck without facing punishment. From now on,
criminals will have to face the consequences of their actions and, in that sense, they will no
longer be able to benefit from their criminal and illegal activities.
Let us not be fooled. There is nothing wrong with calling for the seizure of goods constituting
the proceeds of crime. It is common sense. Period.
By amending the Criminal Code to reverse the burden of proof as regards the acquisition of
luxury items by an individual found guilty of gangsterism, we are giving police and the Crown
another means to eradicate this problem. An individual found guilty and sentenced accordingly
will still, at the end of the sentence, have to demonstrate that their assets were acquired using
legitimate means.
It will become particularly difficult for a criminal to show that his luxury home, his chalet in
the north, his condo in Florida, his shiny motorcycle, his sports cars, and his entire lifestyle
correspond to declared income more often than not so low it hovers around the poverty line.
Such a legal initiative could also complicate the widespread practice by criminals of using
front men. We know that individuals register their assets in the name of their spouse, parents
or friends in order to avoid having major financial assets in their own name that could be
confiscated by the government. The bill must take into account this particular reality whereby
these front men are very often forced to obey the criminals.
I believe this is one of the concerns raised by our NDP colleagues. I can assure them that I will
do everything in my power to reassure them in this regard. The analysis that lead to the
introduction of Bill C-53 was largely inspired by a number of international legal precedents.
The OECD's financial action task force on money laundering, the FATF, had proposed, in one
of its 40 recommendations to fight money laundering, adopting measures allowing for the
confiscation of assets.
…
September 28, 2005 [House of Commons]
Mr. Joe Comartin (Windsor—Tecumseh, NDP)
...The basic principle is that proceeds of crime should be forfeited and that the Crown should
not have to prove what are proceeds of crime using the criminal standard, but rather using the
civil standard. Rather than having to prove beyond a reasonable doubt that the gains were from
criminal activity, the prosecutor would only have to establish a reasonable belief that there was
a gain. The onus would shift to the convicted person to establish that the assets, the cash or
whatever the assets are, were not received as proceeds of a crime.
There is a jurisdictional issue here. Manitoba and Ontario both have legislation that deals with
the proceeds of crime. We have to be very careful that we do not further complicate the receipt
of these assets by the Crown by overlapping jurisdictions. For that reason, when the bill goes
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to committee, as it obviously will from the support it has received, that will be one of the
issues that will have to be addressed. Hopefully, we will hear from provincial attorneys
general or their representatives with regard to their position on the bill.
There is one that gives me greater concern and I have expressed this to my confreres on the
committee. I have heard from the Canadian Bar Association and other legal groups. They are
concerned about the reverse onus applying to assets that are mixed with those of other
individuals.
The commercial wing of the Canadian Bar Association used the example of a person who was
in a business relationship and unbeknownst to that person, one of the partners or associates had
been engaged in organized crime activity and some of the money invested in the firm had
come from those activities, but the person was an innocent third party. That person would be
faced with the Crown moving against an asset in which the person had an interest. It is
important that we build in protections for that business partner. I believe it is possible to do
that without undermining the effectiveness of the legislation, but the legislation as drafted does
not address this point, at least not to my satisfaction.
The second area where we run into this is with respect to family assets. The immediate
stereotype involves someone in a full time relationship with another person. We assume that
individual would know if the other person was engaged in organized crime or drug activity,
the two criminal areas that the clauses of the bill control, but that in fact is not the case. It is
not unusual for family members—and it does not necessarily mean a spouse or a partner; it
may be a more extended family member—with joint assets with the person who has been
convicted of an offence to have no knowledge that the asset was obtained by way of proceeds
from crime. We need to be sure that we protect those innocent third parties.
There is one final point that I want to make, and this came up in a completely different
context. The commissioner of the RCMP was before the committee, and I have to say that my
memory is fading on this point as I cannot remember if he was before the justice committee or
the subcommittee on public security. He raised concerns about police forces becoming
dependent on the proceeds of crime. Where these funds go is also very much an issue.
Commissioner Zaccardelli was very clear that he felt it was inappropriate for any police force
in this country, and I think he would probably say anywhere in the world, to become
dependent as the recipients of the proceeds of crime once they are forfeited to the Crown. That
is another issue that very much has to be addressed, with regard to the role that the crown
attorneys and the police forces would play at the local level. That needs to be addressed.
…
September 28, 2005 [House of Commons]
Hon. Peter Adams (Parliamentary Secretary to the Minister of Human Resources and
Skills Development and Minister responsible for Democratic Renewal, Lib.)
…Under the proposed scheme, the court would have to be satisfied on a balance of
probabilities that either the offender has engaged in a pattern of criminal activity for the
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purpose of providing the offender with material benefit, or that income of the offender
unrelated to crime cannot reasonably account for the value of all the property of the offender.
Upon these conditions being satisfied, any property of the offender identified by the Attorney
General will be forfeited unless the offender demonstrates, again on a balance of probabilities,
that the property is not proceeds of crime. The court, however, would be permitted to set a
limit on the total amount of property forfeited as may be required by the interests of justice.
I want to comment on the particular offences that would be subject to this reverse onus set of
provisions. These offences do not comprise all of the designated offences that are subject to
the current proceeds of crime scheme under the Criminal Code. It is important to emphasize
this. It is also important to emphasize that the current forfeiture scheme under the code will
continue to exist and be available for this wider range of offences. Indeed, at the discretion of
the Crown the current forfeiture scheme will also be available even for the particular offences
identified in the reverse onus forfeiture scheme.
What Bill C-53 adds, however, is an additional special forfeiture power for which the Crown,
at its discretion, may apply in respect of the narrower class of offences that I just mentioned.
Ultimately, the new forfeiture power is targeted at organized crime and its main activities.
That is why the legislation specifically identifies criminal organization offences as the basis
for the reverse onus forfeiture.
These criminal organization offences are crimes that logically can support a presumption that
substantial property of the offender is the proceeds of crime. A core aspect of the definition of
criminal organization is that it is a group formed for the purpose of committing offences to
obtain “material benefit”. There is, therefore, a logical basis founded on the definition of
criminal organization itself for the underlying presumption inherent in the reversal of the onus.
There is also the justification of taking special measures to address the substantial societal
harm caused by organized crime.
The one other category of offences to which the reverse onus provisions will apply are the
serious drug offences of trafficking, importing and exporting, and production of illegal drugs
where these offences are prosecuted on indictment. There are probably no offences more
closely associated with organized crime than these serious drug offences, so it was thought
entirely in keeping with the purpose of this legislation to include them. There is also the
justification of taking special measures against such drug offences that represent matters of
recognized societal harm in their own right. These are the offences that the government puts
forward in Bill C-53 as appropriately being subject to the reverse onus forfeiture which my
colleague was discussing earlier.
…
September 28, 2005 [House of Commons]
Mr. Vic Toews (Provencher, CPC)
... The key purpose of the bill is to provide a reverse onus of proof in proceeds of crime related
to organized criminal activity. The provisions in the bill have long been a part of the
Conservative Party platform and I hope to see the legislation passed as quickly as possible.
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Indeed, it is noteworthy that the bill generally speaking enjoys all-party support, something
that is all too rare in the House of Commons.
I hope that some of the explanation that the parliamentary secretary gave just a moment ago in
the House will assure some members of the New Democratic Party that the interest of innocent
third parties are preserved. The bill does not need too much retinkering or amendments. I am
concerned that the bill, which appears to be on the face of it a relatively good bill, not be held
up any further.
The reverse onus provision for proceeds of crime was recommended by the subcommittee on
organized crime but was not included in the government's last bill addressing organized crime,
Bill C-24, which was tabled and passed in 2001.
I want to note that there are serious shortcomings in our organized crime legislation. This is an
important step to address some of those shortcomings, but there are many other issues that
need to be addressed.
I know that it is quite onerous now when we are prosecuting organized criminal organizations
that in each specific case there has to be a reproving of the fact that the organization is a
criminal organization. Quite frankly we should adopt some of the legislation from other
jurisdictions and I specifically refer to the RICO laws in the United States that have been very
effective in attacking organized crime. We could learn a lot from that legislation. It respects I
believe due process. It respects the constitutional safeguards not only in the American
constitution but in the Canadian constitution as well. We should not hesitate to adopt similar
procedures where it is in the best interest of Canadian public security.
I make the comment that we do not consider this the fight against organized crime to be at an
end simply because we are agreeing to what is an important amendment because in the overall
picture it is still a relatively small step.
I feel compelled to point out that the Liberals did not act on the reverse onus measure until
they faced significant provincial pressure from the provincial ministers of justice as well as the
opposition justice critic since the beginning of this minority Parliament.
I know that certain provinces, including my home province of Manitoba, have passed similar
legislation. I do not think we should hesitate in moving forward with federal legislation. The
provinces did so out of desperation. They were not receiving any help from the federal
government and quite frankly had to move ahead. I support what the provinces generally
speaking have been doing. However, it is a much more cumbersome process that the provinces
had to adopt.
I strongly believe that the level of government that is primarily responsible for the
enforcement of the criminal law should also be responsible for passing appropriate legislation
dealing with the proceeds of crime. We should not leave it to the provincial governments to do
it under their constitutional jurisdiction under property and civil rights. It is cumbersome and
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not as effective. This is the right approach and we should not hesitate. I do not think there
would be any province standing in the way of Parliament in terms of taking those steps.
Organized crime is a problem that reaches across nations, oceans and boundaries affecting
communities everywhere. The violence, the welfare and the financial implications of
organized crime are far reaching. Globalization and technological revolution has made it
possible for organizations to exert enormous influence on an international scale.
Generally speaking, we are asking our police forces to face a 21st century problem with all of
the technological advantages that organized crime has with essentially 19th century tools.
Many of our evidentiary laws are old laws.
They are simply not updated often enough in order to keep abreast of the changes in
technology, so we need to, on an ongoing basis, ensure that our police forces have not only the
appropriate frontline police resources but indeed the legal resources in the form of effective
laws. This is one such step in bringing our criminal law essentially out of the 19th century and
into the 21st century. In that sense it is a quantum leap for Canada. Unfortunately, we have not
learned from the examples which other countries have gained and therefore we are still far
behind other countries in terms of addressing issues of organized crime.
The extent of collaboration within and among criminal groups has broadened greatly. The
available technology has improved their ability to conduct organized crime by leaps and
bounds, and therefore Canada has become a very attractive place for these types of criminals.
According to Criminal Intelligence Service Canada, virtually every major criminal group in
the world is active in Canada.
In 1998 the Department of the Solicitor General of Canada, now the public safety department,
commissioned an independent study to assess the cost of certain activities related to organized
crime. It was found that the economic costs of organized crime, I am not talking about the
economic profits to organized crime, but the costs, amount to at least $5 billion a year.
Frontline police officers who are struggling to maintain their fight on existing technology
simply do not have the resources to compete with the new and emerging technologies to which
these criminal organizations have access.
The reverse onus provision for proceeds of crime is vital for an effective war on organized
criminal activity. At present, in order to obtain an order of forfeiture, the Crown must prove on
a balance of probabilities that property is the proceeds of crime and that the property is
connected to the crime for which the person was convicted. The Crown must prove that the
accused or convicted person owns the property and that the property is the proceeds of crime.
Again, given the resources available to many criminal organizations, accountants, lawyers and
the like, they have learned to distance themselves from their assets. Often criminal
organizations do not use the regular types of security that other businessmen would have to
use. They enforce their security in ways that legitimate business people do not and should not.
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If there is no connection between the offence and the property established, the court
nevertheless may order forfeiture of the property if it is satisfied beyond a reasonable doubt
that the property is the proceeds of crime. That is the existing law now.
The amendments introduced in Bill C-53 provide that once an offender has been convicted of
the appropriate crime, that is a criminal organization offence or certain offences under the
Controlled Drug and Substances Act, the court shall order the forfeiture of property of the
offender identified by the Crown unless the offender proves on a balance of probabilities that
the property is not the proceeds of the crime. Once the conviction is made now, any property
belonging to the accused is forfeited unless the accused establishes that the property is not the
proceeds of the crime.
There have been some concerns about the constitutionality of the legislation. I think, however,
it is very clear that there are no constitutional problems. The reverse onus provision does not
impinge on individual liberty rights secured by the Constitution, but rather relate to property
rights once he or she has already been convicted of a criminal offence.
We are not talking about double jeopardy. We are not talking about reverse onus in the
establishment of an essential element to a criminal offence. This is an appropriate
constitutional response of the federal government under its criminal law powers or a provincial
government under its rights to regulate property and civil rights.
…
September 28, 2005 [House of Commons]
Mr. Russ Hiebert (South Surrey—White Rock—Cloverdale, CPC)
… The bottom line is Parliament needs to send a message that crime does not pay.
Unfortunately, our criminal justice system is in such a shambles right now after 12 years of
Liberal rule, that many people are getting exactly the opposite message. I cannot help but be
reminded of the case of Paul Coffin who was recently convicted for defrauding this very
government of $1.5 million. While he repaid much of the money, he received no jail time and
kept about $500,000. The message in that case for many Canadians is that crime does pay.
Nevertheless, Bill C-53 would ensure that those who are engaged in serious criminal
enterprise, especially the illegal drug trade, would never profit from their crimes. Currently,
those involved in this illicit trade in my part of Canada clearly see their crime as a profitable
enterprise even when caught and convicted.
Apart from the potential stigma of a criminal conviction, those who run the marijuana grow
houses in B.C. really do make a good profit. Even upon conviction there is rarely any jail time
and the fines are a fraction of the income received from this illegal activity. They see the fines
as simply the cost of doing business. My hope is that Bill C-53 is a first small step in a
movement to suppress the grow houses, the smuggling of marijuana and cocaine over our
borders and related violence that accompanies the drug trade.
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With that in mind, I would like to focus on a couple of aspects of the bill that the minister and
the justice committee may want to examine in greater detail as Bill C-53 moves through
Parliament. First is the 10 year limitation on seeking forfeiture. Currently clause 6.1 of the bill
says that the court may impose forfeiture only if it is convinced that:
within 10 years before the proceedings were commenced in respect of the offence for
which the offender is being sentenced, the offender engaged in a pattern of criminal
activity for the purpose of directly or indirectly receiving a material benefit, including a
financial benefit;
I believe we may want to reconsider limiting forfeiture in this way. It is important to
remember that the individuals involved with most crime families and criminal organizations
have been involved in criminal activity their whole lives. Yet, according to the bill, if such a
criminal were to be prosecuted for organized crimes that took place more than 10 years before
being charged, they apparently would be legally entitled to keep the proceeds of their crimes.
Admittedly, such circumstances would be uncommon, yet I do not believe we would want to
allow a free pass to such criminals.
Consider the case of a mobster who has lived his whole life off the avails of crime, who is
finally ratted out by an informant for murders he committed earlier in his criminal career, yet
there is no evidence of criminal activity for the past decade. The police finally have the
evidence they need to put the don behind bars. However, even with the conviction and jail
sentence, the mobster and his family keep the ill-gotten millions he amassed over his criminal
career.
The second area the minister and the committee might want to examine further is the
sheltering of ill-gotten gains in someone else's name. This problem was brought to my
attention recently through round table meetings I have been holding across Canada as part of
our party's task force on safe streets and healthy communities.
The leader of the official opposition asked me and Jim Flaherty, a former attorney general of
Ontario and Conservative candidate, to head up this task force as we seek solutions to the
problem of violent, drug related crime in Canadian society, the same crimes that Bill C-53
helps to address in part.
Police officers have related to me their frustration at attempting seizure of criminally derived
assets from a spouse or a family member who are given title to a car, house or other property.
Yes, the bill allows for fines in lieu of seizure where assets are inextricably comingled or
found to be beyond the direct reach of authorities. However, I suspect that this obvious
loophole for sheltering criminal assets could be tightened significantly.
The third area the minister and the justice committee may want to consider is the sheltering of
assets overseas by such criminals. Again, the bill allows for fines in lieu of seizure where
assets appear to be beyond the direct reach of Canadian authorities, yet fines may never be
paid while criminal assets continue to exist beyond the reach of Her Majesty's government.
Indeed, even if this new legislation is effective domestically, then we can well anticipate that
the smarter and wealthier criminals will seek to deposit and invest their funds offshore.
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According to the International Monetary Fund, estimates of money laundering worldwide
amount to anywhere from $590 billion to $1.5 trillion.
According to the most recent Criminal Intelligence Service of Canada report:
—recent law enforcement projects in B.C. have discovered organized crime groups
capable of laundering proceeds of crime derived from the cross-border smuggling of
cocaine and marijuana, totaling approximately C$200 million.
That is just in B.C.
The Financial Action Task Force on Money Laundering, an international-based
organization, has recently identified the following worldwide trends in money
laundering typologies also evident in Canada: these include the use of wire transfers,
and organized crime’s utilization of gatekeepers, as they act as intermediaries with
financial institutions in addition to providing an appearance of legitimacy. In addition,
casinos, including on-line casinos, white-label Automated Teller Machines (ATMs),
and money service businesses, such as currency exchanges are increasingly employed
by organized crime groups to launder their money in Canada.
While organized crime groups based in Canada are laundering money here and
abroad, Canada is also used by foreign-based groups for the purposes of laundering the
proceeds of crime due to the stability of the economy and the soundness of its financial
sector. There are individual facilitators and criminal organizations who specialize in
providing money laundering services to a number of other organized crime
groups.These individuals and criminal groups are not necessarily involved in other
types of criminal activity but they do provide an essential component to the successful
operation of criminal networks even though they may not be core members of the
organization. Some marihuana brokers, for instance, have tasked individuals outside of
their criminal organizations with converting the U.S. cash into Canadian currency
through currency exchanges on their behalf.
While Parliament is considering the very subject of seizing criminal assets, it is a most
appropriate time to be examining how we might strengthen our efforts to reduce the laundering
of funds and to repatriate criminal assets from foreign jurisdictions.
Some questions that need answers include the following. Is there more that can be done
domestically to track the flow of funds overseas? What is needed domestically to help these
efforts? Do we need to impose an anti-money laundering regime on money service businesses
and currency exchanges? Do we need more resources for police or for FINTRAC, the
Financial Transactions and Reports Analysis Centre of Canada? we be looking at new treaties
with certain offshore banking havens? Alternatively, are there any jurisdictions that have
become extremely problematic for Canada in our fight against organized crime for which the
application of limited sanctions may be appropriate?
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If the Minister of Justice is serious about forfeiture, then these questions also must be
addressed more fully. While legislation alone cannot answer all of these questions, they must
be answered all the same.
As I conclude my comments on Bill C-53, I leave members with some thoughts based on what
I have been hearing from Canadians as I have travelled across Canada these past weeks as cochairman of our party's task force on safe streets and healthy communities. Several themes
have been repeated at these meetings, including dismay at the toothlessness of the Youth
Criminal Justice Act, light or non-existent jail time for serious violent crimes and lax
immigration rules that allow criminals to exploit the system. In addition, illegal drugs were
fingered as a common denominator in most crimes, while unstable family environments were
identified as the starting point for many career criminals.
October 6, 2005 [Committee][Entire Exchange]
Hon. Roy Cullen (Etobicoke North, Lib.): ... The bill talks about the reverse onus with
respect to assets upon conviction. I'm a full subscriber to the fact that a person is innocent until
proven guilty; don't get me wrong. However, let's say a person who is alleged to be dealing in
drugs is arrested and brought to trial and the person has a whole range of assets. If during the
period of the trial, the person divests themselves of the assets in very clever and neat ways,
which I'm sure is within their capacity if they're part of organized crime, and ultimately is
convicted, but when people look there aren't many assets lying around, tell me, are there any
processes or controls to deal with that?
Mr. Shawn Scromeda: That is a matter of existing law as well. It's not just a concern under
this bill. Under existing proceeds measures, there are concerns that in between the time of
order of forfeiture, which as you correctly point out is only after conviction, the person would
be tempted to or would actually try to divest themselves of the property. That's why under the
existing provisions there are extensive measures that allow for the seizure and restraint of
property pending a final forfeiture order....
November 1, 2005 [Committee][Entire Exchange]
Hon. Roy Cullen: ... Finally, in the context of solicitor-client privilege, you raised a point in
your submission. It may be somewhat off topic as well, but in the context of proceeds of crime
and anti-money laundering, I know there was an issue with respect to solicitor-client privilege
and lawyers sharing information with FINTRAC. The problem with that, of course, is that
while 99% of lawyers are law-abiding citizens, the 1% who perhaps aren't are exempted. The
criminals, and that's who we're talking about here, will launder their money through those
types of lawyers, and that's why the government took a very broad-scope approach. I know
there are discussions with the Bar Association, FINTRAC, Finance, and the government.
Could you report? Do you know where that's at?
Ms. Joan Bercovitch: Discussions are under way. We're not at liberty to discuss the status at
this time.
November 15, 2005 [Committee][Entire Exchange]

Appendix E - Page 383

Commission of Inquiry into Money Laundering in British Columbia

Mr. Shawn Scromeda (Counsel, Criminal Law Policy Section, Department of Justice):
The “interests of justice” is a term that is considered and used often by the courts. Some of the
considerations underlying this provision relate to the very nature of the forfeiture itself.
Reverse-onus forfeiture is based on a presumption that property is the proceeds of crime, not
on a direct finding by the court that it is the proceeds of crime. It's a distinction from our
current proceeds-of-crime regime.
The effects of this are potentially wide-ranging. There may be circumstances where it is
simply too difficult for an accused or a third party to mount an effective defence. I think we've
heard, especially, some concerns about third parties who may be affected by reverse-onus
forfeiture but who may not have the means or the capability to do this.
Given that we are proposing a fairly aggressive widening of the forfeiture power, it is felt that
as a balance to that, discretion on the part of the court to address situations where the total
amount of forfeiture may be disproportionate to what appears to be the total underlying
criminality, or where, as I said, there might be third-party interests involved that haven't been
adequately represented, which the court can raise of its own motion, is the sort of
consideration we think the court would bring into play under “interests of justice”.
I guess I would point out, as well, that other legislation that, in part, provided something of a
model for ours--the Irish legislation, the U.K. legislation, civil forfeiture regimes in the
provinces, although this is not civil forfeiture--also has, in terms of nature, an aggressive
nature, and has similar provisions. It does not further qualify the “interests of justice”, but uses
the term, “in the interests of justice” to provide some judicial discretion on the total amount of
forfeiture.
…
Hon. Roy Cullen: I'm confused now. I thought you just finished saying that the crown
prosecutor would put together a case that says, “Look, even though we only have this one
conviction on this small drug deal”--I guess they'd have to have a history of criminality--“this
individual has all these assets. So we're proposing to the court that all these assets be subject to
this reverse onus. There's a presumption that they were derived from the proceeds of crime.”
What kind of judicial discretion is needed? I don't follow.
Mr. Shawn Scromeda: The additional tests that we have set out for the pattern of criminality
are specifically set in the legislation on a balance of probabilities, which isn't the normal
criminal conviction standard. We have put in hurdles, but the hurdles are not very high. It is a
potentially very broad forfeiture power, and ìt could lead, in some circumstances, potentially
to excessive forfeiture. If a judge feels that it is excessive, based on the total amount of
presumed criminality or apparent criminality, he could restrain that through the discretionary
limit on the amount of total forfeiture.
Hon. Roy Cullen: Why couldn't that be left to the accused or the convicted, his or her
attorney, to make that case and to limit it?
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Mr. Shawn Scromeda: There may be circumstances in which it's difficult to demonstrate the
legitimate origin of property that still does have a legitimate origin.
Hon. Roy Cullen: What about that third-party issue you raise? Give me some more
information on that and why that might be an issue.
Mr. Shawn Scromeda: That was an issue, I believe, that came up in testimony before the
committee. Although we do already have and have incorporated into the reverse onus scheme
the right of third parties to make an application, there may be circumstances in which third
parties are unable to do that. Given the fact that we've broadened the nature of the forfeiture
power here, it was thought, as part of a balancing mechanism to that, including the third-party
interest, to expand the ability of a judge, where he sees it's in the interests of justice, to relieve
against forfeiture. And one of those, as I say, might be third party, where an unrepresented
third-party hasn't made a case, but it's nevertheless clear to the judge that this property is not
justified to be taken away. He may, of his own motion, say this is not in the interest of justice.
November 15, 2005 [Senate]
Hon. Pierre Claude Nolin
… In essence, Bill C-53 would apply to any offence that can be prosecuted by indictment, thus
the more serious offences. Clause 6 lists those offences, namely any criminal organization
offence punishable by five or more years of imprisonment and any offence under section 5, 6
or 7 of the Controlled Drugs and Substances Act or any activities related to such an offence,
prosecuted by indictment.
That gives you an idea of the framework to which this rather extraordinary reverse onus of
proof measure applies. That is why it applies to the more serious offences.
Clause 6 states the circumstances that could lead to forfeiture and to the reverse onus of proof
by which the offender must prove that his property is not proceeds of crime.
A court imposing sentence on an offender convicted — and I must emphasize this small, yet
highly important, nuance that it is only when the offender is convicted that the reverse onus of
proof can apply — of a designated offence, those I have just mentioned, shall, on application
of the Attorney General, order that any property of the offender be forfeited if the court is
satisfied, on a balance of probabilities, that within ten years before the proceedings were
commenced in respect of the offence for which the offender is being sentenced the offender
engaged in a pattern of criminal activity for the purpose of directly or indirectly receiving a
material benefit, including a financial benefit; or the income of the offender from sources
unrelated to designated offences cannot reasonably account for the value of all the property of
the offender.
If the offender shows that his property is not proceeds of crime, the court cannot order the
forfeiture.
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As you can see, honourable senators, once the offender has been convicted, the onus of proof
is transferred, after certain criteria are met, from the Crown to the convicted offender, who
now has to prove that the property is not the proceeds of criminal activity.
Allow me to quote a few statistics to convince honourable senators of how much of a problem
money laundering is in Canada. The RCMP reports that approximately CAN $17 billion, is
laundered in Canada each year. This is not a small-time operation. Bill C-53 is designed to
curb — since eliminating it would be impossible — this highly questionable criminal activity.
As I indicated previously, Bill C-53 flows logically from the amendments to the Criminal
Code that we passed back in 2001, precisely to improve the conditions surrounding the whole
issue of restitution or forfeiture of the proceeds of crime. Needless to say, police associations
across the country unanimously support this bill. In fact, they would really have liked us to
pass such an amendment back in 2001. Unfortunately, that proved to be impossible. The time
has come to act; so, let us act. The police associations agree with us on this issue.
In conclusion, I wish to remind you that, contrary to some Supreme Court rulings that
challenged the reverse onus of proof before a conviction, those of you who might be
concerned about respecting the Charter in the context of a reverse onus of proof will not find
any basis in what the government is proposing, since this reverse onus of proof applies only
after an accused has been convicted.
Considering the very large number of rulings that they have made, it is very likely that the
courts, which have already found it highly important for Canada to do everything possible to
deal with organized crime and the dangerous consequences of criminal activities, will accept
this new reverse onus of proof once an accused is convicted.
…
November 15, 2005 [Senate]
Hon. Larry W. Campbell
… The proceeds of criminal activity allow organized criminals to commit further crime,
recruit additional members and facilitate generally the criminal operation of their groups. I
think all honourable senators would agree that organized crime demands specific, focused and
sustained responses.
Honourable senators, the proposed reforms in Bill C-53 build on the existing forfeiture
provisions in the Criminal Code. The current proceeds of crime scheme allows for the
forfeiture of proceeds upon application by the Crown after a conviction for an indictable
offence under federal law, other than a small number of offences exempted by regulation.
In order to obtain forfeiture, the Crown must show on a balance of probabilities that the
property is the proceeds of crime and that the property is connected to the crime for which the
person was convicted. The Crown can also obtain forfeiture even if no connection between the
particular offence and the property is established, provided the court is nevertheless satisfied
beyond a reasonable doubt that the property is proceeds of crime.
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The existing proceeds of crime provisions that remain under Bill C-53 will continue to be
effective in obtaining forfeiture of proceeds of crime in general circumstances. For example, if
a person is convicted of theft and property can be identified as the product of that theft, then
the existing proceeds provisions can operate to remove any illicit gain. Even where it may
become apparent that identified property is not the product of the particular theft, the existing
proceeds provisions can operate, provided proof is provided beyond a reasonable doubt that
the property is proceeds of crime.
While these current provisions can be effective, their effectiveness can be limited in
comparison with the extensive illicit gains accumulated by organized crime. The existing
provisions are most effective with respect to discrete types of criminality, where property is
clearly associated with a single offence or small number of offences. That is often not the
situation with respect to organized crime.
Further, it must be recognized that obtaining forfeiture of the proceeds of crime can be an
especially difficult task for police and Crown prosecutors in situations of sophisticated
criminality and active concealment of the criminally derived nature of assets.
Honourable senators, although criminal organizations are believed to be involved in extensive
criminality leading to substantial illicit gains, the particular crimes for which convictions are
finally obtained against these criminals may not be one with the associated proceeds, or even if
they are, the proceeds will represent only a small part of the total proceeds of crime earned and
controlled by these organizations. It is for this reason that the reverse onus forfeiture power is
being advanced. Bill C-53 contains a fundamental improvement on the current scheme to
address this proceeds of crime challenge in relation to organized crime.
Bill C-53 provides an additional forfeiture power — in addition to the existing powers that
will remain — that allows for the application of a reverse onus of proof after conviction for a
criminal organization offence that is punishable by five or more years of imprisonment or
certain drug offences under the Controlled Drugs and Substances Act when prosecuted on
indictment.
The definition of a criminal organization offence in the Criminal Code includes the three
special criminal organization offences that have been created in the code, namely:
participation in the activities of a criminal organization; committing a crime for the benefit of,
at the direction of or in association with a criminal organization; and instructing the
commission of an offence for a criminal organization. The definition of a criminal
organization offence also includes other indictable offences punishable by five or more years
when committed for the benefit of, at the direction of or in association with a criminal
organization.
These criminal organization offences are crimes that logically can support a presumption that
substantial property of the offender is the proceeds of crime. A core aspect of the definition of
criminal organization is that it is a group formed for the purpose of committing offences to
obtain material benefit. There is, therefore, a logical basis for the underlying presumption
inherent in the reversal of the onus.
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Honourable senators, as I noted earlier, the one other category of offences to which the reverse
onus provisions would apply are the serious drug offences of trafficking, importing and
exporting, and the production of illegal drugs, where these offences are prosecuted on
indictment. There are probably no offences more closely associated with organized crime than
these listed serious drug offences, so it was thought to be in keeping with the purpose of the
legislation to include them. Our laws have traditionally taken special measures against such
drug offences as they represent matters of recognized societal harm in their own right.
While additional offences are not directly included in the scope of this scheme, it should be
recalled that many other offences can be prosecuted as criminal organization offences,
provided that it is demonstrated that the offences were committed for the benefit of, at the
direction of or in association with a criminal organization, so the scheme can apply more
broadly in this manner, provided the link with organized crime is made.

An Act To Amend The Criminal Code (Auto Theft And Trafficking In Property Obtained By
Crime) (Bill S-9)
Citation

2010, c. 14, s. 7

Royal Assent

November 18, 2010

Hansard

October 5, 2010 [House of Commons]
Mr. Bob Dechert

Mr. Speaker, I am pleased to speak today to Bill S-9, An Act to amend the Criminal Code
(auto theft and trafficking in property obtained by crime). This bill targets property crime, in
particular auto theft which continues to cause serious harm to Canadian communities. To this
end, Bill S-9 would create a new offence of motor vehicle theft, a new offence to address
tampering with an automobile's vehicle identification number and new offences to address
trafficking in property obtained by crime.
...
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Both the VIN tampering offence and the distinct motor vehicle theft offence would offer
benefits to the criminal justice system not offered by the current offence used to cover these
activities, “possession of property obtained by crime” found in section 354 of the Criminal
Code. A conviction for either of these offences would clearly and more accurately document a
person's involvement in an organized vehicle theft ring as part of the criminal record. This, in
turn, would help police and crown prosecutors to deal appropriately with these people in
subsequent investigations and prosecutions. The House will note that the VIN tampering
offence contains an express exception in subsection 353.1(3) to ensure that those individuals
who must remove or alter a VIN in the course of legitimate auto repairs, maintenance or
modification are not captured under the ambit of this offence.
(1610)
A question was raised in the Senate committee on why this express exception is required when
subsection 353.1(1) also contains a lawful excuse defence. I will take a moment to explain
how the provision works.
...
Bill S-9 also proposes to create offences to address trafficking and property obtained by crime.
The proposed trafficking offences are intended to target the entire length of the marketing
chain that processes the proceeds of theft and other crimes like fraud. One form of trafficking
in property obtained by crime is the movement of stolen automobiles and their parts. This is
where organized crime is most involved in auto theft, either through car- theft rings, chop
shops, or re-VINing a car for the sophisticated international rings that smuggle stolen luxury
cars to foreign locations.
Currently, section 354 of the Criminal Code, the general offence of possession of property
obtained by crime, which carries a maximum of 10 years imprisonment for property valued
over $5,000, is the principal Criminal Code offence used to address trafficking and property
obtained by crime. This possession offence does not adequately capture the full range of
activities involved in trafficking.
Both proposed offences have higher penalties than the existing offence of possession of
property obtained by crime. If the value of the item trafficked exceeds $5,000, anyone
convicted of this offence could face imprisonment for up to 14 years. If the value does not
exceed $5,000, it would be a hybrid offence and subject to imprisonment for up to five years
on indictment or up to six months on summary conviction.
In the auto theft example, the trafficking offences would capture all of the players in a chopshop operation, whereas the offence of possession of property obtained by crime would apply
only to those in possession of property such as stolen cars or car parts. In order to avoid
detection and reduce the probability of multiple counts in the event of an arrest, chop shops
have very little inventory at any given time. It is to be noted, however, that the trafficking
offences address dealings involving all property obtained by crime, not just the results of auto
theft and chop-shop operations.
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I am pleased that the trafficking offences also provide the Canada Border Services Agency
with the legislative tools necessary to allow them to detain property, including stolen cars
about to be exported from Canada, in order to determine whether they are stolen and to allow
the relevant police agency to recover them and take the appropriate action. Bill S-9 is a
comprehensive piece of legislation that addresses many of the activities that organized crime
undertakes in relation to auto theft and other forms of property crime.
...
October 5, 2010 [House of Commons]
Mr. Thierry St-Cyr (Jeanne-Le Ber, BQ)
Mr. Speaker, I listened to my colleague's speech. Personally, I am quite worried by the
Conservatives' approach to crime. The bill before us today deals with the issue of serious and
violent crime. Yet at the same time, the government is doing everything in its power to abolish
the gun registry, which the police want to have at their disposal because it helps them in their
work. This morning we spoke about another bill concerning justice and white-collar crime.
This government, just like the Liberal government before it, is refusing to address the issue of
tax havens. Even if white-collar criminals are put in prison for a while, if they can hide their
money in tax havens around the world and spend the rest of their days living off the proceeds
of their crime, it is not much of a deterrent.
Does my colleague have the same worries about the Conservative government's doublespeak
and hypocrisy when it comes to justice issues? They play the tough guy and boast that they are
tough on crime. But when it comes time to take real measures, and not just change the length
of a prison sentence in a bill—and you have to wonder if criminals often read the Criminal
Code—that is another story. They need to do more than just grandstand. We need real,
meaningful measures to fight crime and, in terms of prevention, measures for gun control and
control of tax havens. Is that not doublespeak right there? The government has done nothing in
terms of prevention, but it has been very big on repression.
October 5, 2010 [House of Commons]
Mr. Brian Murphy (Moncton—Riverview—Dieppe, Lib.)
...
Perhaps what is most modern about the bill is the respect that it gives to vehicle identification
numbers.
[Translation]
We believe it is useful to add measures concerning vehicle identification numbers and we
would like to discuss this measure in committee. That is the kind of innovative measure that
could help combat the problem of auto theft in Canada.
[English]
The obliteration of VIN numbers is a low-risk, high-profit tactic of organized criminal gangs.
This provision should help crack down on organized criminal activity, a main source of auto
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theft in Canada. By denying criminal gangs access to a primary source of funding, the
currency of gangs, we can inhibit them from developing their activities elsewhere. The
possession of property: to be in possession of a stolen car:
[Translation]
The provision concerning the possession of stolen vehicles is interesting and also merits
discussion. That is another measure that could prove to be a useful tool for police forces. We
need to be innovative in order to combat criminals who steal vehicles, who themselves are
becoming increasingly sophisticated.
…
October 5, 2010 [House of Commons]
Mr. Marc Lemay (Abitibi—Témiscamingue, BQ)

We need to take action quickly. These vehicles are generally stripped for parts, and are rarely
exported. They are exported, but not much. This is where organized crime comes in. These
individuals place orders for certain types of motor vehicles, which are then stripped for parts.
The thief is one thing. Yes, he is a criminal, but the ones who place the orders are the worst
ones. These types of orders are generally made through organized crime groups. So we must
find a way to punish them.
The question was put to Criminal Intelligence Service Canada, and this was its reply:
The Insurance Crime Prevention Bureau has identified an increase in four main fraud
techniques that are used by organized crime to steal vehicles. These include: the illegal transfer
of Vehicle Identification Numbers (VINs) from wrecked vehicles to similar ones that have been
stolen; a legitimate VIN is used to change the legal identity of a stolen vehicle of the same make,
model, and colour, a process called “twinning”.
Let us consider the example just given. The VIN from a wrecked Honda Civic 1998 can be used
for a stolen Honda Civic 1999. This is where we are being asked to take action.
October 25, 2010 [House of Commons]
Hon. Marlene Jennings (Notre-Dame-de-Grâce—Lachine, Lib.)

Thus, with Bill C-26, the government created a separate offence for theft of a motor vehicle,
and this offence is also included in Bill S-9. The mandatory minimum sentence for this offence
is six months' incarceration for a third offence or in the case of an indictable offence.
This is important because all studies show that motor vehicle theft in certain cities is quite well
organized. The evidence from various police forces, including municipal and provincial forces

Appendix E - Page 391

Commission of Inquiry into Money Laundering in British Columbia

and our national police force, the RCMP, has clearly indicated that to be the case. When
someone is on their third such offence, it becomes quite serious. The criminal justice system
must therefore send a clear message that this kind of criminal behaviour is unacceptable.
The new offences provide for a broad definition of trafficking. This would cover selling,
giving, transferring, transporting, importing, exporting, sending or delivering property
obtained by crime or offering to do any of those things.
Thus, the new legislative provisions would target all the middlemen involved in moving stolen
property, from the initial criminal act through to the ultimate consumer. That is very
important. Of course it happens in other cities, but we know that in Montreal and Winnipeg in
particular, most motor vehicle thefts are committed by organized crime groups. This means
there is a network of individuals whose only goal and mission is to steal cars. The orders often
come from outside Canada, with requests for x number of certain models, for instance, Lexus
vehicles from a given year, Chevrolets from a given year, specific models and colours of
BMWs from another year, and so on. The crime of motor vehicle theft is driven by the
network.
May 6, 2010 [Senate]
Sponsor Hon. John D. Wallace
As I previously mentioned, Bill S-9 has three main components: the creation of a distinct
offence of "theft of a motor vehicle"; second, a new offence for altering, obliterating or
removing a Vehicle Identification Number, or its VIN; and third, new offences for trafficking
in, and possessing for the purpose of trafficking, property obtained by crime, including the
importing or exporting of such goods.
...
Why is it that this distinct offence of theft of a motor vehicle is necessary? Property crime, and
in particular auto theft, remains an issue of paramount importance for most Canadians. Yes,
there has been a downward trend in auto theft rates, thanks mostly to the innovative policing
policies and technological advances, but despite that, it still remains one of the highest-volume
offences in Canada, averaging about 400 auto thefts per day. Yes, that is correct — 400 auto
thefts each day. The goal of this bill is to assist the police in reducing these auto theft rates
even further, so that when police apprehend these criminals, the repeat offenders will be
incarcerated and removed from the streets.
Auto thefts hit Canadians in their pocketbooks. I know that we have cited the dollar value
provided by the Insurance Bureau of Canada many times before, but it is extremely important
that it not be forgotten; namely, that the total cost of auto theft to Canadians is approximately
$1.2 billion each year. Without a doubt, these substantial costs are ultimately borne by
taxpayers, the insurance industry, policyholders, governments and victims.
...
Auto thefts are often committed as random acts by individual criminals, but increasingly,
organized crime is becoming more and more deeply entrenched into the auto theft industry. It
is estimated that roughly 20 per cent of all stolen vehicles are linked to organized crime
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activity. The financial motivation to commit auto theft is high, and indeed the profits made
from the theft of motor vehicles form a very substantial source of income for organized crime.
As stated before, organized crime groups participate in the trafficking of stolen vehicles in at
least three ways. First, organized crime is involved in the process of altering the legal identity
of a vehicle by changing its VIN. Second, they operate "chop shops," where stolen vehicles are
disassembled and their parts are trafficked, often to unsuspecting customers. Third, high- end,
late model luxury sedans and sports utility vehicles are exported from Canadian ports to
foreign locations in Africa, the Middle East and Eastern Europe. Bill S-9 creates new tools that
will address each of these unlawful activities.
This first form of criminal involvement — VIN tampering — is a process that involves
stripping the vehicle of all existing labels, plates and other markings that bear the true Vehicle
Identification Number, and then manufacturing replacement labels, plates and other markings
bearing a false VIN that was obtained from imported or salvaged vehicles.
There is currently no offence in the Criminal Code that directly prohibits tampering with a
VIN. Like trafficking, the current Criminal Code provision that is used to address VINtampering is the general offence of "possession of property obtained by crime" that is found in
section 354 of the Criminal Code.
...
This will be an additional offence, so that a person could be charged with both "possession of
property obtained by crime" under section 354 of the Code, as well as the proposed VINtampering offence, which in combination could result in a longer sentence.
...
An advantage that both the new VIN-tampering offence and the new distinct motor vehicle
theft offence would have over the current offence used to cover these activities — namely,
possession of property obtained by crime under section 354 of the Code — is that a conviction
for these new offences will more clearly and accurately document, as part of their criminal
record, a person's involvement in an organized vehicle theft ring. This will most definitely
assist police and Crown prosecutors in dealing more appropriately with those particular
offenders in any subsequent investigations and prosecutions.
Finally, Bill S-9 will also create new offences that target the trafficking in property obtained
by crime, or the possession of such property for the purpose of trafficking. These amendments
are extremely significant, and while my comments to this point have focused on auto theft, I
want to be clear that the proposed trafficking offences are intended to target more broadly the
entire criminal marketing chain that processes the proceeds of theft and other property crimes,
including, for example, fraud.
These new offences will, however, also directly address the present auto theft problem. The
trafficking in property obtained by crime includes the movement of stolen automobiles and
their parts. This is where organized crime is most involved in auto theft, either through car
theft rings, "chop shops" that dismantle stolen cars for parts, the act of "re-VINning" a vehicle
to hide its identity, or the sophisticated international rings that smuggle stolen high-end luxury
vehicles from Canada.
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The new trafficking offence broadly defines trafficking to include the selling, giving,
transferring, transporting, exporting from Canada, importing into Canada, sending, delivering
or dealing with in any other way, as well as offering to do any of the above, in respect of
property obtained by crime. This definition addresses the myriad ways in which criminal
enterprises seek to get their ill-gotten gains to the eventual market. Bill S-9 also creates an
offence of possession of property obtained by crime for the purpose of trafficking in order to
capture this unlawful activity even at its initial stage, where the goods have not yet started to
move through the illegal marketing chain.
Some might question why these new offences are necessary when the Criminal Code already
prohibits the possession of property obtained by crime. Currently, section 354 of the Criminal
Code — that is, the general offence of "possession of property obtained by crime" — which
carries a maximum of 10 years' imprisonment for property valued over $5,000, is the principal
Criminal Code offence that is now used to address trafficking in property obtained by crime.
This possession offence does not, however, adequately capture the full range of activities that
are involved in trafficking. The trafficking of property obtained by crime is an enterprise
crime, and it is what motivates property crime more generally. With these new offences, Bill
S-9 will be targeting all of the activities that are undertaken by criminal enterprise, and thereby
making it considerably more difficult for organized crime, or individuals, to engage in these
types of illegal behaviour.
The proposed new trafficking offences will capture all of the players who are involved in a
trafficking operation, such as a chop shop, whereas the existing "possession of property
obtained by crime" offence applies only to those who are actually in possession of the
property, such as the stolen vehicles. By their very nature, operations such as chop shops have
very little inventory at any given time in order to avoid detection and reduce the probability of
multiple counts in the event of an arrest. These new offences go to the heart of what motivates
property crime generally, and are specifically intended to address the entire chain of criminal
acts that together yield the financial benefits that ultimately make property crime so lucrative.
Another extremely important point is that both of the proposed new trafficking offences will
also have higher penalties than the existing offence of possession of property obtained by
crime since trafficking is considered to be a more serious matter than simple possession. ...
Honourable senators, it is also important to note that these new trafficking offences will make
available to Canada Border Services Agency the necessary authority to allow them to detain
property, including stolen cars that are about to be exported from Canada, in order to
determine if they are stolen and to allow the appropriate police agency to recover them.
…
May 26, 2010 [Senate]
Hon. Larry W. Campbell

Honourable senators, I am pleased to speak to you today as the critic on Bill S-9, An Act to
amend the Criminal Code (auto theft and trafficking in property obtained by crime). Bill S-9
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replicates Bill C-26 as it was passed by the House of Commons in the previous session. As
honourable senators will recall, Bill C-26 was being reviewed by the Senate in the last session
when Parliament prorogued.
I would refer honourable senators to the speech I made on Bill C-26 on October 29, 2009, as
my feelings on this legislation have not changed. However, I will briefly address the main
legislative changes that the bill proposes. This bill deals with trafficking, importation and
exportation of property obtained by crime, but its main purpose is to target auto theft. This bill
establishes the distinct offence of theft of a motor vehicle. It creates a new offence for altering
or removing a VIN — the vehicle identification number — and creates new offences for
trafficking in and possessing for the purpose of trafficking property obtained by crime.
This bill will give law enforcement agencies more ability to target organized crime groups,
specifically those who have profited greatly from auto theft crime in the past.
We are all aware that auto theft in Canada is a serious problem. Motor vehicle theft is
estimated to cost Canadian taxpayers in excess of $1.2 billion a year, and the dangers involved
put their safety at risk. Nonetheless, auto crime has declined substantially in recent years. This
is due in large part to the hard work and dedication of Canadian police forces. Our law
enforcement agencies have been able to evolve and adapt to changes in criminal activity, and
so should our legislation.
I support this bill. It is another good step in the ongoing fight against auto theft in Canada.
However, there are some issues I would like to see raised in committee when this bill is
studied. Some of the statistics that have been used in the study and discussion of this
legislation are not as up to date as they can or should be. We cannot expect our justice system
to effectively battle vehicle theft if our legislation is based on old data.
I would also like to see some more concrete evidence to support the implementation of
minimum sentencing for third-strike vehicle theft offences. Honourable senators, the changes
proposed by Bill S-9 are an important step towards reducing auto theft in Canada. This bill
should be sent to committee to be studied without delay.
May 26, 2010 [Senate Committee][Entire Exchange]

Hon. Robert Nicholson, P.C., M.P., Minister of Justice and Attorney General of Canada:
With this legislation, the government will update the Criminal Code to address the problems
created by complex auto theft rings and other forms of property crime undertaken by
organized criminals in Canada today. The bill proposes to create a separate offence of theft of
a motor vehicle, which would carry a mandatory prison sentence of six months for conviction
of a third or subsequent offence when it is prosecuted by indictment. It will establish a new
offence of altering, destroying or removing a vehicle identification number, VIN, and it will
make it an offence to traffic in property obtained by crime and make the possession of such
property for the purpose of trafficking an offence.
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This bill is part of our government's efforts to crack down on those criminals who choose to
participate in auto theft and in other aspects of serious property crime. It is painfully clear that
organized crime is significantly involved with auto theft in this country.
In recent years, our auto theft rates have remained at unacceptably high levels, while the
number of recovered stolen vehicles has declined. This indicates an increased involvement of
organized crime in auto theft. Law enforcement experts tell us that when a car is not
recovered, organized auto theft rings have likely exported it to a foreign country. It used to be
that over 90 per cent of stolen cars were recovered. Today that has fallen to 70 per cent,
nationwide, with recovery rates varying by cities.
In large cities in Ontario, Quebec, and Nova Scotia, organized crime groups are believed to be
more active in thefts, thanks in part to readily accessible ports, which allow cars to be shipped
out of the country quickly and with relative ease. Out of the approximately 147,000
automobiles stolen every year, police and insurance experts estimate that about 20,000 of these
cars are shipped abroad.
To this end, the creation of a distinct offence of motor vehicle theft sends a strong message to
potential thieves that the criminal justice system is serious about fighting theft in Canada. The
government's proposed offence would be a hybrid offence with a maximum of 10 years
imprisonment on indictment and 18 years imprisonment on summary conviction.
A distinct offence of motor vehicle theft will help give the courts a better idea of the
background of the offender for bail hearings and sentencing purposes. Indeed, this reasoning
holds true for the proposed VIN, vehicle identification number, tampering offence that I will
discuss in a moment.
Conviction for either of these offences would more clearly and accurately document a person's
involvement in an organized vehicle theft ring as part their criminal record. This in turn would
help the police and Crown prosecutors to deal appropriately with those people in subsequent
investigations and prosecutions.
The theft of a motor vehicle for profit usually involves an elaborate cycle of theft, disguising
the vehicle, and resale or export. One of the ways in which vehicles are disguised and resold is
through the tampering of the vehicle identification number, the VIN. There is currently no
offence in the Criminal Code directly prohibiting the alteration, obliteration or removal of a
VIN. Currently under the Criminal Code, those who tamper with VINs are often charged under
section 354, the offence of ``possession of property obtained by crime.'' This offence includes
a provision stating that proof of possession of a vehicle with a removed or obliterated VIN is,
in the absence of evidence to the contrary, proof that the vehicle was obtained by crime.
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Organized crime is also involved in auto theft and property theft in general, through the
trafficking of property obtained by crime in chop shops or other theft rings that deal with a
wide variety of stolen property.
The proposed trafficking offences in Bill S-9 would begin to address these problems.
Trafficking in property obtained by crime, along with other criminal activity such as drug
trafficking, prostitution and fraud, is one of the many activities that makes organized crime
profitable in this country. The bill would make it a crime to traffic in, or possess for the
purpose of, trafficking property obtained by crime, including importing or exporting.
Currently, section 354 of the Criminal Code, the general offence of possession of property
obtained by crime, which carries a maximum of 10 years for property valued over $5,000, is
the principal Criminal Code offence that is used to address trafficking in property obtained by
crime. However, this possession offence does not adequately capture the full range of
activities involved in trafficking.
The proposed offences would provide a wide definition of trafficking that would include the
selling, giving, transferring, transporting, importing, exporting, sending or delivering of goods
or offering to do any of the above, of property obtained by crime. This new law would target
all the middlemen who move stolen property, from the initial criminal act through to the
consumer.
Both proposed trafficking offences have higher penalties than the existing offence of
possession of property obtained by crime. If the value of the item trafficked exceeds $5,000,
anyone convicted of this offence could face up to 14 years in prison. If the value does not
exceed $5,000, it would be a hybrid offence and subject to imprisonment up to five years on
indictment or six years on summary conviction. This penalty would be consistent with the
existing penalty scheme already in the Criminal Code.
It is also worth noting that if any indictable offence is found to have been committed for the
benefit or at the direction of or in association with a criminal organization, an additional
offence would apply. It would be open to the Crown to prove the additional element of a link
to organized crime and obtain a separate conviction under section 467.12 of the Criminal
Code. The maximum penalty for this offence is 14 years, which, as you I am sure are aware,
must be served consecutively to any other offence for crime.
The proposed trafficking offences would also respond to the concerns of stakeholders such as
the Insurance Bureau of Canada that has long advocated for stronger enforcement to prevent
the export of stolen vehicles. Under the Customs Act, in order for the Canada Border Services
Agency to apply the administrative powers of the Customs Act to the cross-border movement
of property obtained by crime, such goods must first be expressly classified somewhere in
federal law as prohibited goods for the purpose of importation or exportation. This bill would
supply that classification provision.
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Today, Canada Border Services Agency officers are only authorized to examine and detain
goods entering or exiting Canada in order to determine whether or not the importation or
exportation complies with federal legislation controlling the movement of goods across our
borders.
The mandate of the CBSA does not include a broad law enforcement role, and its officers
therefore have limited authority to deal with the movement of stolen property. The express
prohibition provision in this bill would allow CBSA officers to examine and detain stolen
goods, which could ultimately result in the police laying criminal charges. With this proposed
amendment, the CBSA officers could identify targets, conduct examinations and detain these
goods. They would then search law enforcement databases to determine whether the goods had
been reported stolen, and refer the case to the police in appropriate cases.
Depending on where I am in the country, I hear about organized crime chop shops and export
schemes that move automobiles and automobile parts out of this country. I hear about the
deficiencies in the current law. Law enforcement officials wonder how many people possess
the stolen goods. They talk about the chop shops and remark that they may arrest the people at
the chop shop but miss many others involved in the crime.
Senator Wallace: As you point out, minister, with this and other bills initiated through your
department, there seems to be a focus on organized crime. There are serious issues in the
country and we have to adjust the Criminal Code and other laws to adapt to those issues.
I wonder if there is anything more you would like to add in relation to the impact you see this
bill having on organized crime. I have recently heard that, on average, 400 auto thefts occur in
this country each day. Obviously, many of those thefts relate to criminal organizations.
Therefore, I wonder about the impact you hope this bill would have on criminal activity.
Mr. Nicholson: That is part of that message. The face of crime in this country has changed
over the last 20 or 30 years. The operations law enforcement agencies are going up against are
becoming more sophisticated. I hear this all the time. Crime is becoming borderless, and this is
why you have the provisions with respect to Canada Border Services Agency.
It is not just a question of someone stealing a car and trying to sell it to someone in the next
town. I pointed out that 20 per cent of these cars are being shipped out of the country; they are
gone. This is why they cannot be located.
They all tell me the same thing. They say that even though crime is becoming more
sophisticated, the Criminal Code has not been updated in over 100 years. You have to update
the laws to respond to the current challenges. That is what they were telling me. If you have
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any witnesses from the law enforcement side, I am sure they will confirm what I am telling
you.
Senator Angus: In your opening remarks, you said the reason behind this legislation is to stop
or minimize the theft of vehicles because the laws are not tough enough. Is the prime reason
for the great volume of auto thefts the weakness of the present legal regime, or are there other
more sinister reasons?
Mr. Nicholson: I think it is a little more complicated than that, senator. Two types of activity
are going on in this country, and this bill addresses both of them. On one occasion, we wanted
to address one part of it, and then I asked why we are not doing the other, so now we have
everything.
We are talking about two types of crime. One is the organized crime that steals a car for the
purposes of chop shops, exporting the car or parts, or somehow recycling the stolen car. That
is part of it. I have heard loud and clear from law enforcement agencies in a number of major
Canadian cities that this is a big problem. As well, I hear from other individuals that there are
people who are unsophisticated, not part of organized crime necessarily, that will steal the car
and abandon it, steal the car again, that sort of thing. The bill addresses both aspects of that
crime.
We have talked at some length about the organized crime part of it, but, again, making it a
separate offence allows the Crown attorney to know what they are talking about. I have had
Crown attorneys tell me they are not sure what the individual has been found guilty of, and
guess what? It is actually more dangerous to steal a car than many times stealing other types of
property in this country. Why? Because many times, you are putting people at danger. People
get killed when people drive recklessly or are trying to escape detection. Having this as a
separate offence allows everyone to know what he or she is dealing with. If this individual has
taken the wrong path into the career of serial car thief, the Crown and everyone should know
about that involvement.
Senator Lang: I would like you to elaborate on the fact that 90 per cent of the vehicles were
recovered a number of years ago and now we are down to 70 per cent, which is significantly
different from the point of view of numbers being recovered. We are at 20,000 vehicles being
exported from this country at present, in part because of the laws that are in place.
Have the law enforcement agencies that you have spoken to, and the provincial authorities,
given any indication to you that with the passage of this bill — and maybe even a tougher bill
once Senator Baker gets finished with it — that they will be able to negate the 20,000 vehicles
shipped out of this country? Will passage of this bill put a number of the crime rings out of
business?
Mr. Nicholson: In my opening comments, I touched on the increased sophistication in this
business and that it knows no borders. I commented that there are large-scale operations and
the present provisions in the Criminal Code are not adequate to stop these operations. One
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provision that is very well received concerns the changes with respect to the duties and the
ability of agents of the Canada Border Services Agency to intercept property that is being
shipped in and out of this country. Senator Angus mentioned containerization. I have heard it
again and again that the present laws are inadequate in giving the borders services agencies the
ability to look and find out what is going on in relation to what is coming in and going out of
the borders of this country. A car in and of itself is not a prohibited good. It is not like an
illegal drug or an illegal gun. The laws have to be changed; they have to be updated. I have
said to those who work with me putting this together that it is one of my favourite parts of this
proposed legislation. I am very interested in the new provisions of the Criminal Code and I am
pleased to have this bill. Changing the provisions with respect to Canada Border Services
agents — and my colleague the Minister of Public Safety has direct responsibility — is one of
my favourite parts of this bill because I have heard it again and again that these cars are being
shipped out of this country and the present laws are completely inadequate to deal with this
activity.
May 27, 2010 [Senate Committee][Entire Exchange]
Caroline Xavier, Director General, Corporate Secretariat Directorate, Canada Border
Services Agency: Bill S-9 creates specific offences: the offence of auto theft; the offence of
tampering with a vehicle identification number, a VIN; and the offences of trafficking in
property obtained by crime and possession of property obtained by crime for the purpose of
trafficking. This bill will have a direct and positive impact on the CBSA in that it expressly
prohibits the importation and exportation of property obtained by crime.
Senator Joyal: What authority do you have when you suspect that goods going through the
border are the proceeds of some criminal activity?
On what basis can you intercept goods you suspect are the proceeds of criminal activity?
Ms. Xavier: There is an export program that exists and it is a part of the agency's mandate.
Under the current program, the person must go to the agency or the exit point before going, for
instance, to the United States or to the maritime port in order to declare the goods to be
exported and the specific information concerning those goods. That will not change.
In the Customs Act now, we have those authorities for our strategic export control. We have a
strategic export control program as part of our current Customs Act authorities.
The reporting element required for a consumer or traveller right now will still continue to
exist. These authorities will allow us to be able to look at the documentation we are receiving
in advance, perhaps, and take more of an investigative lens or an intelligence-type lens to
them. We will look at where these goods are destined and be able to work with our police
authorities and RCMP partners to determine whether there could be an infraction or a
prohibited good.
Right now, if a good is prohibited, such as a stolen vehicle, for example, we cannot detain it.
We can only call the local police authority.
Richard Dubin, Vice-President, Investigative Services, Insurance Bureau of Canada:
With organized crime so pervasive in the business of auto theft and with the profits so high, it
is not surprising that intelligence authorities suspect that terrorist groups may be financing
themselves with auto theft. A July 16, 2007, article in The Boston Globe cited the FBI's belief
that dozens of vehicles stolen from the United States have been used as car bombs in Iraq. The
Insurance Bureau of Canada is aware of approximately 200 stolen vehicles that were shipped
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to the Middle East as part of Project Globe and another investigation where stolen vehicles
were sent to Lebanon.
June 02, 2010 [Senate Committee][Entire Exchange]
Senator Wallace: You may know one of the aims of the bill is to deal with the importation
and exportation of stolen automobiles. We understand that a significant part of that criminal
business, if not all of it, is linked to criminal organizations.
In that context, does your department have any statistics or information you can give us at all
about the extent of that illegal trade across the border, not only of automobiles but also of
automobile parts that result from chop shop operations?
Mia Dauvergne, Senior Analyst, Policing Services Program, Canadian Centre for Justice
Statistics, Statistics Canada: We do not have information specifically on the involvement of
organized crime in motor vehicle theft. As Ms. McAuley explained earlier, we can use vehicle
recovery status as the proxy measure. Beyond that, we do not have anything at this time.

An Act to amend the Criminal Code, the Youth Criminal Justice Act and other Acts and to
make consequential amendments to other Acts (Bill C-75)
Citation

2019, c. 25, s. 179

Royal Assent

June 21, 2019

Hansard

September 24, 2018 [Committee]
Ms. Megan Walke (London Abused Women’s Shelter)
London [Ontario], as Peter will attest, is a hub of trafficking activity. Girls and women are
recruited both from and to London. The lead with our London Police Service human
trafficking unit recently said that trafficking is an epidemic in society.
The trafficking unit provided service to many girls between the ages of 11 and 17. These girls
and women are trafficked by their boyfriends, family members, and organized crime. By
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organized crime, we often think of bikers or the Mafia, but I'm talking about small gangs that
exist in communities across the country.
We need to recognize that there is a relationship between organized crime, male violence
against women in intimate relationships, and trafficking. As has been stated already,
trafficking of women and girls is highly profitable, unlike trafficking of weapons or drugs,
where the trafficker has to continue to spend more money to get more supplies. Traffickers can
make money off of the same woman over and over again.
Many women we work with have been forced by their pimps to bring home every day between
$1,500 and $2,000. This means that they are providing sexual services and fulfilling the pornfuelled fantasies of anywhere between 15 and 20 men per day.
We ask that you please try to understand and acknowledge that there is a relationship between
prostitution and trafficking and that prostitution is inherently harmful, violent, and
dehumanizing. Prostitution fuels trafficking.

March 21, 2019 [Senate]
Hon. Kim Pate
… Third, and finally, Bill C-75 will bring into force Criminal Code provisions passed as part
of former Bill C-452 and relating to the prosecution of exploitation and human trafficking.
Honourable colleagues, I believe we all agree on the need for urgent action to end the
exploitation of women and girls. Findings of the UN special rapporteur on violence against
women, the house Justice Committee’s report on human trafficking, and the Thunder Bay
Police Services Board Investigation, as well as testimony at the Inquiry into Missing and
Murdered Indigenous Women and Girls have all emphasized that Indigenous women and girls
are particularly at risk and they unequivocally link this reality to Canada’s colonial legacy of
discrimination against Indigenous peoples and the failure to ensure the safety and to uphold
the rights of Indigenous women and girls.
Criminal law responses to exploitation and trafficking too often risk missing the mark,
however. Fundamentally they fail to address underlying social and economic inequalities that
too often result in women and girls being exploited. Even within the criminal justice system,
however, law enforcement activities have been criticized for failing to hold accountable those
who are profiting from exploitation at the highest level. If they are to live up to their laudable
purpose, Bill C-75’s provisions on trafficking must go beyond the current processes that too
often focus on arresting exploited women and those involved in trafficking schemes at the
lowest levels.
Bill C-75’s first measure is a presumption of exploitation wherever a person who is not
exploited lives with or is habitually in the company of a person who is exploited. This
provision aims to facilitate proof of exploitation, in particular given the power imbalances
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faced by exploited and marginalized women that prevent far too many from reporting their
exploiters, let alone providing witness testimony. Yet as the Canadian Centre to End Human
Trafficking has noted, those most frequently arrested on the scene of illicit businesses and in
the immediate presence of exploited women are often exploited women themselves and lowlevel managers, some of whom were also formerly exploited women. They are not leaders of
trafficking organizations and most certainly not those who are profiting most from them at the
highest levels.
The second key provision imposes a reverse onus on those convicted of exploitation, intended
to facilitate forfeiture of proceeds of crime. Again, this is a provision whose effectiveness
relies on the ability to hold those profiting at the greatest levels accountable. Those who seek
to profit from exploitation too often see it as a “low-risk, high-profit” enterprise because of the
reusable nature of human beings, as compared, say, to trafficking in drugs or firearms, and the
anonymity that corporate law affords to those who wish to use lawful corporate structures to
carry out human trafficking. I trust these provisions will be considered in depth at committee
so as to ensure they meet the objective of holding accountable those who choose to establish
and profit from illicit businesses that perpetuate the exploitation of women and girls.
April 02, 2019 [Senate]
Hon. Pierre-Hugues Boisvenu
…Fifth, Bill C-75 would reclassify more than 150 criminal offences. More specifically, more
than 110 indictable offences will be hybridized. Some of the indictable offences that would
become hybrid offences include defrauding the government, breach of trust and conspiracy.
By reducing the penalties for fraud and other white collar crimes, this bill would discourage
the whistle-blowers from denouncing fraud. Take, for example, those who courageously
denounced crimes in Quebec’s construction industry. I remind senators of the infamous
Michael Applebaum, the former mayor of Montreal found guilty of eight charges, including
fraud against the government and breach of trust. Bill C-75 will make it possible for white
collar criminals to get reduced penalties through summary trials and sentences of two years
less a day.
Why reduce sentences for criminals like Michael Applebaum who steal from taxpayers and
undermine the credibility of our institutions? There was also the notorious Bernard Trépanier,
whom you probably know as “Mr. Three Per Cent.” He was to be tried in two criminal cases
related to the Quebec construction industry, one for his alleged involvement in the Faubourg
Contrecœur scandal and the other for charges of fraud and corruption involving a municipal
contracts kickback scheme.

April 08, 2019 [Senate Committee][Entire Exchange]
Arnold Viersen, Member of Parliament, Co-Chair, All-Party Parliamentary Group to
End Modern Slavery and Human Trafficking: Bill C-75 would also finally bring into force
the former Bill C-452, which was proposed by former NDP Member of Parliament Maria
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Mourani. This bill contained three important tools to fight human trafficking: A reverse burden
of proof in cases of human trafficking, the ability for courts to seize the proceeds of crime for
human trafficking offences and consecutive sentencing for human trafficking offences.
Mr. Viersen: I did come prepared with a few quotes from some of the police officers I’ve
spoken with and have worked with. There’s Detective Sergeant Dominic Monchamp from
Montreal’s human trafficking unit. He says that having consecutive sentencing, certainly acts
as a deterrent:
I think that this message will restore the balance. Handing down consecutive sentences will
restore the balance. These individuals are going to have to think before they act. They will
no longer see this type of crime as being worthwhile. That is how they currently see it.
Gordon Perrier from the major crime division in Winnipeg said:
The amendments in Bill C-452 will enhance our ability to remove the profit from
exploitation of this crime. I know from my own experience as an organized crime
investigator, that forfeiture and consecutive sentences work. Deterrence and breaking the
cycle of profitability can change behaviour and prevent others from entering that offending
cycle of behaviour, greed, and disrespect for others.

Budget Implementation Act, 2019, No. 1 (Bill C-97)
Citation

2019, c. 29

Royal Assent

June 21, 2019

Provisions
Amended

2, 9.3, 9.5, 29, 30, 35, 55, 55.1, 56.1, 73.21, 73.22

Hansard

May 01, 2019 [Standing Committee on National Finance][Entire Exchange]
Hon. Bill Morneau (Minister of Finance): ...Another way we're helping to protect
Canadians is by combatting financial crime. I know this committee has done a lot of work in
this regard and I know that you've looked at how we can best do that, and I'd like to thank
the committee for that work. With this legislation, we know we can help improve Canada's
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anti-money laundering and anti-terrorist financing framework, strengthening the resources,
intelligence and information sharing needed to identify and meet evolving threats, while also
continuing to protect the privacy rights of Canadians and manage the regulatory burden on
the private sector.
…
Mr. Pierre-Luc Dusseault: I will be brief. Last year, Canadians made investments of $353
billion in the 12 most notorious tax havens. As Minister of Finance, you have a similar
budget, that is to say approximately $350 billion for the federal state. What is your reaction
to that figure?
Hon. Bill Morneau: I don't know if those figures are accurate.
Mr. Pierre-Luc Dusseault: Those figures on direct foreign investment came from
Statistics Canada.
Hon. Bill Morneau: I'm going to ask Mr. Marsland to answer that question. What I can tell
you, however, is that we introduced several measures in the budget to ensure that we have a
system that will protect our economy and allow us to fight money laundering and the
funding of terrorist activities. In our opinion, this is very important for our economy. Over
the past few years, we have done several things to improve the system, notably as concerns
effective ownership, so as to know who the real beneficiaries are in organizations. Mr.
Marsland, what do you think of those figures?
Mr. Andrew Marsland: I'm sorry. I'm not familiar with the actual numbers you're quoting,
so I can't comment on them.
Mr. Pierre-Luc Dusseault: Direct foreign investments in 2018…

May 02, 2019 [Standing Committee on National Finance][Entire Exchange]
Mr. Mark Schaan (Director General, Marketplace Framework Policy Branch,
Innovation, Science and Economic Development Canada): Thank you, Mr. Chair.
[English] Today the changes we're discussing are related to the Canada Business
Corporations Act. They follow on from changes that were part of budget 2018, related to
beneficial ownership transparency. In budget 2018, we introduced changes to the Canada
Business Corporations Act to require corporations to hold information related to beneficial
ownership and those who exercised significant control over privately held corporations
registered under the Canada Business Corporations Act.
That was part of a broad federal-provincial-territorial agreement that was reached by
ministers of finance in 2017 as a commitment from all jurisdictions to be able to proceed
with the same agreement arrangements within their own corporate statutes. The change
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we're introducing here is a further clarification of the rules we set out in those amendments,
which is related to who can access that initial information.
In particular, the changes specify that an investigative body would be able to access these
records upon request. Notably, those investigative bodies in question are police tax
authorities and any investigative body added by regulations, so we've left ourselves some
flexibility in the future.
The investigative body can make a request if it has reasonable grounds to suspect
that the information would be relevant to an investigation of one of the offences set out in
the schedule and at least one of the requested corporation itself, a CBCA corporation
sharing, an investor of significant control with the requested corporation, or another entity
over which one of the requested corporation's investors of significant control has investor
of significant control-like control.
It establishes penalties for non-compliance and it also sets out some safeguards for the
usage and request of that register of significant control, notably that an investigative body
must file an annual report to the director of Corporations Canada on aggregate use of the
request power. It also sets out that investigative bodies must keep records when they use the
request power.
The Chair: It's open to discussion. The finance committee did a study on the money
laundering and terrorism financing act. Mr. Fergus.
[Translation]
Mr. Greg Fergus: That's why I'm asking the following question. Mr. Schaan, is the $5,000
fine enough to encourage private companies to keep their information up to date?
Mr. Mark Schaan: Thank you for the question. There are two aspects of the penalties set
out in the bill. First, the $5,000 fine is only for administrative errors made by a company
that doesn't comply with the details described in the bill. Moreover, the bill includes an
additional fine of $200,000 and a prison term of up to six months for non-compliance with
the provisions of the bill.
It's a distinction between the two types of penalties. There are administrative penalties for
an organization that simply makes an administrative error in their registry of beneficial
owners or for failure to do so in an administrative manner. Then the second type of penalty
is for a clear contravention of the spirit of the law, which is when you knew of information
related to a beneficial owner that you failed to include. That can be up to $200,000 and up
to six months in prison.
We do think that balance is right in terms of administrative burden for the vast majority of
these private corporations that are small and medium-sized enterprises, but there's also the
significance of a significant fine and prison time for those who are bad actors using
corporate shells.
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Mr. Greg Fergus: For those bad actors—and thank you for making that distinction—is it
up to $200,000 and up to six months in prison per error, or is it in general for being a bad
actor?
If someone is purposely trying to falsify information, if they're laundering money and the
extent of that.... Is that a maximum or is there some discretion involved there for the
prosectors?
Mr. Mark Schaan: The courts and the Public Prosecution Service would be those who
would interpret the penalty scheme, but it's essentially for intentional non-compliance. If
they were able to articulate before the courts that they felt that there were multiple counts of
intentional non-compliance, for each entry or other factors, the courts may be in a position
to adjudicate that there's warrant for multiple penalties of a similar offence.
Mr. Greg Fergus: Thank you.
The Chair: Mr. Dusseault.
[Translation]
Mr. Pierre-Luc Dusseault: Thank you, Mr. Chair. Thank you for following up on the
report of the Standing Committee on Finance on this subject. Although this falls short of
the committee's expectations, it's still a step in the right direction. My first question
concerns the registry maintained by investigative bodies. It isn't specified how long the
investigative bodies must maintain the registry of requests, which records all the details of
each request and the follow-ups. First, what's the purpose of this measure?
Mr. Mark Schaan: Investigative bodies must prepare a report each year. The first bill, the
2018 budget bill, stated that the registry spoke for companies. It's necessary to maintain an
annual registry containing all the changes made. [English] On a going forward basis,
corporations will have to maintain their registry of significant control, including any
changes that are brought to their attention.
In terms of the investigative bodies, they'll have to file annually as to the number of records
they've requested. In terms of how long they would keep them for, that would be subject to
the particular laws that they're subject to on information management.
[Translation]
In this context, if an investigation continues, it's necessary for investigative bodies to
maintain these documents.
Mr. Pierre-Luc Dusseault: You referred to the significant participation in the company. I
think that we're talking about 20% or 25% in this case. Is that correct? Why did you choose
this figure for the significant participation? It seems fairly high. People who may have bad
intentions could quite easily bypass this 25% rule.
Mr. Mark Schaan: Thank you for the question. Your question has two important points.
First, the definition of control rating has two aspects. The first aspect is the percentage of
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shares that a person holds and that give the person control, which is 25%. The bill also
includes a definition of a person who controls a company with less than 25%.
We think we've captured that because we have both aspects. There's also an important
linkage to other aspects of our total approach to money laundering, terrorist financing and
proceeds of crime, in that enterprises already, under FINTRAC regulations, when they
utilize a Canadian financial institution, are required to deposit with their financial
institution any beneficial ownership information related to the exact-same percentage. We
see this as boots and suspenders in that it also provides ease for the corporation in that the
same requirements they're subject to for banking purposes are the same requirements
they're subject to for corporations. We think that parallel actually builds a strong system
Mr. Pierre-Luc Dusseault: I have a question about the registry, and not necessarily the
registry maintained by the investigative bodies. Is the ultimate purpose of this measure to
create a central registry of beneficial ownership of companies registered at the federal,
provincial and territorial levels? Will there be a central registry of all this information? My
personal idea would be to make it public. I'm not talking about all of it, of course, but some
of it. I know that the government doesn't support this position. Will there at least be a
central registry?
Mr. Mark Schaan: Thank you for the question. This project is broader than the scope of
the bill. The project to improve the system of transparency with regard to corporate profits
in Canada involves all the provinces and territories. All the stakeholders agreed to carry out
the work in two phases. The first phase, which is described here, requires each company to
maintain these records and documents. Investigators must also have access to them.
[English]
The second piece of this project is to work with the provinces and territories to identify how
we want to move forward with further access, recognizing that in the world of money
laundering, terrorist financing and tax evasion, you need a coherent system across all of the
corporate registries, because if you only do one, then everyone just re-registers in a
potential other jurisdiction.
The second phase of this is to work with the provinces and territories to identify how we
would like to be able to share this information and what makes the most practical sense in
terms of who should have access and how we should store it. For right now, corporations
have to hold it and competent authorities can access it when there's a suspicion and a
linkage to an investigation. The second phase is who else and where it should be stored.
...
Mr. Greg Fergus: ...Seriously, following up on a comment from Monsieur Dusseault, in
regard to the 25% significant ownership threshold that we've established, could you speak
to some of the other thresholds that other jurisdictions are doing? I'm speaking in particular
of what the U.K. and the EU are offering.
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Mr. Mark Schaan: I'm trying to remember. Darryl will look that up. In the world of
publicly traded corporations, it's a 10% threshold because the feeling there is that the
transparency of ownership when it's a share of a publicly traded corporation is of a different
order, in part because the transparency isn't so much about money laundering or crime
necessarily, but about who potentially has access to the proxy and who can control
decision-making.
In the U.K. and the EU it's.... There we go. Ian knows this.
Mr. Ian Wright (Director, Financial Crimes Governance and Operations, Financial
Systems Division, Financial Sector Policy Branch, Department of Finance): Within the
general world, and within the Financial Action Task Force discussions, it's generally 25%.
That's the number that's tossed around, although there are variances. I think that's seen as an
appropriate balance between the burden placed upon reporting entities and individuals who
fail to report versus the ability to control a company. The ability to get collusion among
five, six, eight or 10 individuals is much less of a risk than when you only have to get two
or three or four people joined. That said, I think there will be further discussion on that
number. A lot of discussion is going on internationally and with our colleagues in other
countries on what thresholds are appropriate as the threats and the risks begin to grow.
Mr. Mark Schaan: We did quite a bit of international scanning as we developed this
project. The one piece where I think we made a number of improvements, which relates
more to the 2018 changes than these, was around the fact that the registry needs to include
the actual person at the end of the chain for the beneficial owners.
From the U.K. model, we learned of their requirement to list only the next entity, which
means that you end up having to follow a chain of a series of numbered corporations to
finally get to the ultimate owner, whereas we've asked corporations to go as far down the
chain as they can.
Mr. Greg Fergus: Mr. Chair, I'd appreciate it if Mr. Wright and Mr. Schaan could perhaps
send to the committee the latest scan of the international standards from the U.K. and the
EU in particular. It was my understanding that they were going to move to a threshold
lower than 25%, if not now, then soon.
Mr. Mark Schaan: I could do so.
The Chair: Okay. If you could get us that....You mentioned, in your opening remarks, that
there are safeguards for the usage. Could you outline the key three? There is some fear
about access out there. We heard that during our hearings.
Mr. Mark Schaan: One is the types of offences the investigative bodies would potentially
be able to secure these records for. The schedule of offences is essentially those that have a
tie to money laundering, proceeds of crime and terrorist financing. The second threshold is
that there needs to be a reasonable nexus between the information and the investigative
body. It can't be a fishing expedition. The third is the duty to report. The investigative
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bodies have to file an aggregate to the director of Corporations Canada so that there can be
some transparency as to how often a power is being used and who is using it.
The Chair: Mr. Dusseault.
[Translation]
Mr. Pierre-Luc Dusseault: I'll be brief. You said earlier that, to find the identity of the
natural person who owns a company, you sometimes need to go through a whole series of
companies, which may own each other, until you can find the owner of the company
concerned. This company may be the subject of an investigation.
Take the example of a case where the information isn't accurate. In other words, the
company has done everything in its power to discover the identity, but it has made a
mistake or it hasn't succeeded because the person concerned doesn't co-operate and disclose
their identity. To what extent does the legislation enable us to take action? How does the
legislation address this issue? Criminals are unlikely to co-operate and identify themselves
at the end of this chain of companies.
Mr. Mark Schaan: That's a good question. It generated a great deal of discussion in the
team that helped develop the bill. First, we must establish that this issue is the reason for
the two types of penalties. It's not the companies' fault if they fail in their efforts to
investigate the people who control the shares in the company. The second important aspect
is the incorporation of other tools.[English] This is just one tool. What we've tried to do,
across the overall approach to money laundering and terrorist financing, is to create a set of
tools that can collaborate with each other, so among the tax authorities and the investigative
bodies and the additional resources that have been placed there. You're right. We can't
place too much burden on the corporation, because its full-time job is not to investigate,
ultimately, who may be shareholders in their enterprise. Its full-time job is to run the
company.
This is one more tool for competent authorities, amongst other things such as tax filing, tax
investigations and financial authorities. We hope that it's an additional aspect of the overall
effort, recognizing that it has limitations but that these can be made up for in other zones.
The Chair: Okay. Thank you. From subdivision A, we will turn to strengthening the
anti-money laundering and anti-terrorism financing regime, subdivision B. We have with
us Paul Saint-Denis, senior counsel, criminal law policy; Mr. Trudel, director general,
specialized services sector; and Ms. Trotman, director, financial crimes. Okay, Mr. SaintDenis, the floor is yours.
Mr. Paul Saint-Denis (Senior Counsel, Criminal Law Policy Section, Department of
Justice): Thank you, Mr. Chairman. The proposal contained in the bill is a very simple one.
We are proposing to amend the offence of money laundering with an additional mental
element of recklessness. This would mean that this modified offence would have three
potential mental elements as alternatives: one of knowing, one of believing and one of
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being reckless as to the origins of the property that may be proceeds of crime. We believe
that, with this amendment, it will be easier for prosecutors to prosecute certain types of the
money laundering offences.
The Chair: Okay. Are there any questions on this section? Mr. Fergus.
[Translation]
Mr. Greg Fergus:Thank you, Mr. Saint-Denis. I would like to ask you and your team
whether other countries use the recklessness test and what results these countries achieve.
Mr. Paul Saint-Denis: In Australia, I think that the federal government uses the
recklessness test when it prosecutes money laundering offences. However, I don't know to
what extent convictions for this offence are based on the recklessness test or other tests
such as knowledge or belief.
Mr. Greg Fergus: Perhaps I should have asked about the differences between Canada and
other countries that have been very successful in their fight against money laundering. For
example, does their criminal code contain elements that aren't found in our code?
Mr. Paul Saint-Denis: It should be noted that money laundering is a particularly difficult
offence to prove. In particular, it must be demonstrated that the individual knew that the
amounts they were dealing with were proceeds of crime. I think we could say that no
country is very successful when it comes to this offence.
In Canada, we actually have two possible charges when we believe that an individual has
committed a money laundering offence. In addition to the money laundering charge, we
have a related charge of possession of property obtained by crime. We'll charge the
individual with both offences, but the crown will drop the money laundering charge, which
is much more complex, and keep only the possession charge. This charge is easier to prove,
and the penalty is the same as the penalty for money laundering, namely, a maximum
penalty of 10 years in prison.
However, to answer your question more directly, I can't think of any specific country that
has been very successful in its money laundering prosecutions.
Mr. Greg Fergus: I asked this question because, during the study that we conducted last
year, we learned that Canada didn't score well in the report of the financial action task
force, or the FATF. I wouldn't say that we were the worst, but we weren't the best. I
imagine that there are examples in other countries that we could learn from. This was the
basis for our recommendations.
Mr. Paul Saint-Denis: It's important to remember that common law applies in Canada. A
number of FATF member countries have a civil law regime, where the approach to
prosecutions is completely different.
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Mr. Greg Fergus: I completely agree. That's why we focused on the United States and the
United Kingdom.
Mr. Paul Saint-Denis: When the FATF came to assess Canada's measures to fight money
laundering and terrorist financing, we held several discussions on the distinction between
the prosecution of a possession offence and a prosecution of a money laundering offence.
The FATF is particularly interested in money laundering and terrorist financing. When we
explained to its representatives that we institute proceedings for the related offence of
possession, they were less interested because the offence wasn't money laundering. Yet
these two offences are very similar. In Canada, the crown will opt for the least difficult
method to achieve the same result. In other words, the crown will institute proceedings for
possession. However, for the FATF, this method isn't ideal. I think that we were penalized
because we don't choose the ideal solution, which would be to prosecute for money
laundering.
That said, we must nevertheless recognize that money laundering offences are extremely
complex. The investigators must have extensive financial analysis expertise, which is very
costly. As your committee likely learned during its study, not only was the RCMP
reorganized, it also reassigned its staff to focus more on national security issues. Since
fewer investigators were available, fewer money laundering investigations were conducted.
As a result, the FATF has described Canada as less than stellar in the investigation and
prosecution of money laundering.
[English]
The Chair: Mr. Wright, I believe you wanted in. Go ahead.
Mr. Ian Wright: Yes, maybe I'll add a little bit to that. This change to the Criminal Code
is, we feel, necessary, but it's not necessarily sufficient for us to address the broader issues
that we have with prosecuting and trying to enforce money laundering and terrorist
financing. Budget 2019 has quite an extensive suite of other activities and other funding
that we're bringing forward. There's the ACE team. There's this trade-based money
laundering centre that's being created. There's funding provided to the RCMP to support the
federal policing and funding for FINTRAC.
I think we should look at this as one part of a broader effort by the government to
strengthen overall, and hopefully that will then lead to stronger enforcement, prosecutions,
investigations and such.
….
Mr. Pierre-Luc Dusseault: Thank you, Mr. Chair. Obviously, this is a step in the right
direction. However, I'm not convinced that it will help catch people who are involved in
professional money laundering. It's often a chain of people, as we said earlier. The person
at the end of the chain, a money laundering professional, is well protected. They've set up
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barriers and walls everywhere to protect themselves and to avoid knowing everything that
goes on with the offence until the money or proceeds reach them.
Will this really resolve the issue? The person can still protect themselves fairly easily from
charges, even with the addition of the recklessness test.
Mr. Paul Saint-Denis: Your observation is fair. Of course, people who engage in
professional money laundering are three, four or five degrees removed from the offence
that generates the proceeds of crime. We know that. The addition of the recklessness test
may help in some cases, even in the case of money laundering professionals.
However, you're right to believe that this tool won't resolve the issue. That goes without
saying. However, we believe that this tool will help us in cases where the current tools
wouldn't give us the means to successfully institute proceedings.
We hope that this will be a useful additional tool. That said, no single response or
legislative amendment will resolve the issue of professional money laundering. The things
that we have here will help, but I think that professional money laundering will remain an
issue.
Mr. Pierre-Luc Dusseault: We need to find one, however. That's the challenge.
Mr. Paul Saint-Denis: If there were a solution, I'm fairly certain that we would have found
it by now.
…
The Chair: Thank you, both. Thank you, all. We'll turn to subdivision C, the Proceeds of
Crime (Money Laundering) and Terrorist Financing Act. Ms. Trotman, go ahead.
Ms. Tamara Trotman (Director, Financial Crimes Governance and Operations,
Financial Systems Division, Financial Sector Policy Branch, Department of Finance):
I will be dealing with amendments relating to the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act, or the PCMLTFA. The first set of proposed amendments
would add the Competition Bureau and Revenu Québec as disclosure recipients of the
Financial Transactions and Reports Analysis Centre of Canada, or FINTRAC, intelligence.
This is intended to support the investigation of tax evasion and mass marketing fraud.
The second set of amendments modifies the timing and the discretion of the director of
FINTRAC to make public certain information related to an administrative monetary policy.
These amendments will also clarify the information for which confidentiality orders could
be issued in an administrative monetary penalty litigation, which would exclude the identity
of the reporting entity, the nature of the violations and the amount of the penalty imposed.
Finally, there are technical amendments that clarify terminology and improve readability of
the text.
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Thank you.
The Chair: Does anyone have any questions? Just to start, can you expand on what mass
marketing fraud is?
Ms. Tamara Trotman: Sure. The Competition Bureau has a central role in the fight
against deceptive marketing practices and mass marketing fraud, which can include
communication via traditional mail, telephone or email. The Competition Bureau included
them as disclosure recipients in these proposed amendments to the legislation because they
do have a large intelligence-gathering function.
The Chair: Is that also via the Internet, via phone calls?
…
Ms. Tamara Trotman: That's correct.
Mr. Pierre-Luc Dusseault: My question has to do with the administrative monetary
penalties and the issue that was flagged by a court, I believe. The court deemed the process
to be overly vague and subjective, saying it lacked clear criteria. Does this remedy the
problem?
Ms. Tamara Trotman: Thank you for the question. I'm going to switch languages to
answer.
[English] Yes, this is intended to remove the discretion of the director of FINTRAC, so it
would make the naming automatic when an administrative penalty has been either issued or
following an appeal process. The entity would be named automatically.
[Translation]
Mr. Pierre-Luc Dusseault: It concerns only the naming of the entity. However, does it
remedy the underlying issue, in other words, the overly vague and broad nature of the
director's discretion? Entities being penalized didn't really know how the director had
arrived at the specified amount, finding it excessive.
[English]
Ms. Tamara Trotman: Exactly. The second piece of the proposed amendments would
allow for an ongoing court proceeding, and if the courts had issued a confidentiality order,
FINTRAC would still be able to name the entity, the amount of the penalty and what it was
for.
Mr. Ian Wright: I would also add that outside of this FINTRAC is revamping the process,
and they are working on issues around ensuring greater visibility and transparency within
how fines are determined and how the process works. That's separate from this. This is just
a procedure talking about the naming process, but FINTRAC is working quite actively to
address the issues raised by the court in the proceedings you're referring to.
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[Translation]
Mr. Pierre-Luc Dusseault: Therefore, the problem still stands. Only part of it has been
addressed.
[English]
The Chair: Is there anyone else on this section? Thank you on subdivision C. We'll move
to subdivision D, the Seized Property Management Act.
[Translation]
Mr. Nicholas Trudel (Director General, Specialized Services Sector, Receiver General
and Pensions Branch, Department of Public Works and Government Services):Thank
you, Mr. Chair.
I am going to briefly describe the status quo in relation to the Seized Property Management
Act and, then, explain how it will work after the amendments are made.
[English]
Currently, my organization is responsible for administering seized property that's being
seized pursuant to federal criminal charges only. There are specific charges for which the
act is eligible. These are specific charges under the Criminal Code, the Controlled Drugs
and Substances Act and the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act. These are very specific charges for which we are able to serve, and this
would be upon issuance of a management order by a judge.
The current legislation and the limits that it has prohibit serving cases such as the fraud case
that was described pursuant to your question, Mr. Chair.
Also, these criminal cases I think are not static. Although they may start out as a federal
criminal charge, as a prosecution proceeds and investigations proceed, what began as an
expected federal criminal charge may conclude ultimately in some other outcome: acquittal,
a lesser charge, a plea bargain, etc.
The inability to provide services beyond the current scope of the act has some challenges
associated with it. Firstly, if we're unable to serve law enforcement as a service provider for
the management of these assets, that law enforcement is required to manage the assets
themselves. If they are laying charges beyond or haven't laid charges yet, these assets
remain with law enforcement to do. That means they spend law enforcement resources
managing assets.
Certainly, the uncertainty of outcome from the outset of an investigation through to the end
can prohibit the confiscation or seizure of assets or suspect assets. Lastly, as a challenge, it
could spell inefficiency, in that we have multiple levels of organizations—provincial,
municipal, federal—all maintaining the capacity to deal with seized assets.
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The changes to the act would allow my organization to serve any federal public official,
provincial public official or municipal public official. We would be able to serve any
offence: a specific violation of any provincial or federal law for assets that are connected to
an offence, or when assets are believed to be intended for the commission of an offence. It's
a much broader ability to support and we'll be authorized to manage and dispose of those
assets and provide advice to client organizations.
It would require consent. Provinces, territories and municipalities would choose to use
those services. This is not imposed. It's available to them if they so choose. Our minister or
his representatives would be required to agree to provide the service, with a mutual
agreement between the two of us. They would also need to agree to share the net proceeds,
so if the outcome is that a seized asset is forfeited to the Crown and sold or liquidated and
costs are recovered—that's how the program is paid for under the current act and how it
will continue to be paid for after the proposed amendments—then the net proceeds of sale
are shared with the jurisdictions that participated in the law enforcement action. That's also
part of the existing regime.
Really, it represents a broadening of who we can offer services to and in what context, but
the core function remains as it is today.
The Chair: In terms of proceeds from the sale of assets, is that shared now?
Mr. Nicholas Trudel: Yes.
The Chair: It is shared now and based on an agreement with the provinces or whatever.
Mr. Nicholas Trudel: That's correct. The current regulations, which aren't affected by
these amendments, specify the sharing methods, both within Canada and abroad with
foreign jurisdictions that participate in a prosecution.
The Chair: Could you give me an example of an asset that would need management?
Would it be a yacht or whatever?
Mr. Nicholas Trudel: It's pretty much anything you can imagine. There are two general
categories of assets. These are assets that are used in the commission of an offence. These
are offence-related properties such as a vehicle used to smuggle, a property used for a
clandestine lab, etc., and then there are the proceeds of crime themselves: the cash, the
fancy cars, the luxury properties that folks would buy. They also include things such as
businesses that can be used to launder money.
Prior to conviction, these assets, although seized, remain the property of the accused, so
they need to be maintained. A business may need to continue to be run or a luxury vehicle
may need to be preserved in the state in which it was seized. Even a residence may continue
to be occupied by the accused while the process unfolds, and that can take years.
The Chair: Okay. Are there any other questions? To the witnesses, if you have anything
you want to add, just put up your hand and we'll catch you.
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Mr. Fergus.
[Translation]
Mr. Greg Fergus: I have a simple question, Mr. Trudel. Was the amendment added at the
request of the provinces and territories so that the government would help them with the
disposal of assets?
Mr. Nicholas Trudel: My program staff are very engaged with their provincial and
municipal counterparts.
In some cases, we already have mutual aid agreements in place. A number of provinces
have signed memoranda of understanding regarding either the management of a particular
case or the rules and procedures for co-operation. It's important to understand that a
criminal case involving an asset is ever-changing. The process can be initiated with the
expectation that it will take place at the federal criminal level, but the outcome can be
completely unexpected. The asset may indeed be seized, but by another authority.
Therefore, we need to make sure we dovetail our approaches. The support being proposed
is very much in line with the active co-operation that already happens between municipal,
provincial and federal police authorities. They, too, work together very closely to determine
how best to pursue the investigation.
Mr. Greg Fergus: Thank you, Mr. Trudel.
[English]
The Chair: Are there no other questions?
...
Mr. Greg Fergus: I guess I would try to figure out how we are taking into account, of
course, the advent of Bitcoins, or cryptocurrencies, the abstracted term for it. How are we
dealing with that, with crypto-wallets and the like?
Ms. Tamara Trotman: We're currently following the previous parliamentary review of the
PCMLTFA at the regulatory stage. We're currently developing—
Mr. Greg Fergus: That's the 2013...?
Ms. Tamara Trotman: It was 2012, but yes, that's correct. We're currently in the process
of the second phase of regulatory amendments. We're developing regulations related to
virtual currencies, which include things like Bitcoin, etc. I guess it was in June of last year,
in 2018, that we went out with the prepublication version, and are trying to finalize, before
the end of this session, the regulations in that respect.
Mr. Greg Fergus: I have other colleagues around the table who are more adept than I am
at understanding cryptocurrencies and that whole aspect. Forgive me if I'm out of my
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league on this one. It just seems like we're catching up to the last report, of 2012, in 2018.
My sense from a lot of the testimony....
Sorry, Kim, you weren't there, but Pierre-Luc and Tom were there, or Dan was there, and
Francesco.
I'm just trying to figure this out. There were a lot of demands for us to really try to get
ahead of the game, because the market has evolved enormously since six years ago.
Ms. Tamara Trotman: Currently the Financial Action Task Force, which is the
international standard-setting body in the space of financial crimes—money laundering,
counter-proliferation and terrorist financing—is in the process of developing guidance
around what they call virtual “assets”, what we call virtual “currencies”. Our legislation is
largely compliant with the direction they are moving in. However, we're coming out in
advance of the agreement on that standard internationally. We are slightly ahead of other
jurisdictions in that respect.
Mr. Greg Fergus: Very good. Thank you.
The Chair: I believe Mr. Trudel wanted in.
Mr. Nicholas Trudel: To carry on with regard to the question, we've already seen some
confiscation of virtual currency. We're dealing with our first case. Part of the benefits of the
amendments we're proposing is that we will be able to lend that expertise to other
jurisdictions within Canada. You can imagine a small municipality or provincial
detachment that comes across a virtual currency confiscation. They may not have the
capacity to know exactly how to handle it technically.
That's something we've worked on with the RCMP, in contact with colleagues
internationally, in terms of figuring out how best to do this. We know that in some
instances the real owner is invisible and not necessarily in Canada, so you can't necessarily
lay a criminal charge within Canada. The amendments that we propose here and the
expertise that we have, with the other changes that are proposed, would help us to get after
these kinds of more complex assets that are used by more sophisticated operators.
May 27, 2019 [Standing Committee on National Finance]
Mr. Francesco Sorbara
Mr. Chair. I'd just like to comment that in the media recently, there has been much talk
about the reports recently issued by the Government of British Columbia with regard to
money laundering. As a committee, we were tasked to do a five-year review of anti-money
laundering and terrorist financing. It was an exhaustive study that we did for a number of
months. We travelled here in Canada and abroad. The review is something that the
committee was tasked to do and did quite judiciously, and it is something that our
government has obviously dedicated resources to in budget 2019.
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It concerns all Canadians from coast to coast to coast that Canada has become or is a centre
point for money laundering. It's very fitting to see that in budget 2019 we are continuing to
undertake a number of measures, which I think all parties would applaud, in terms of
fighting money laundering whether with regard to its impact on house prices in Vancouver
or Toronto, or with regard to the impact in general of lost tax revenues for our government
to fund the services we need.
The proposed amendment would add a reference to compliance agreements in the provision
that makes public naming automatic in certain circumstances with respect to violations
related to the proceeds of crime, money laundering and terrorist financing.
It's also being proposed that a level playing field be ensured so that all regulated entities that
commit a violation will be named, including when a compliance that remains in place
between the reporting entity and Financial Transactions and Reports Analysis Centre of
Canada, otherwise known as FINTRAC, would also ensure that there is no advantage for
regulated entities to enter into a compliance agreement with FINTRAC to avoid naming.
June 10, 2019 [Senate]
Hon. Elizabeth Marshall
...
Honourable senators, I want to say a few words now about money laundering. This issue
was referred to the Standing Senate Committee on Legal and Constitutional Affairs, but I
was interested in this topic. I was doing a bit of research before that section of the bill was
referred to another committee. I want to talk about it and then, later on, I can refer to what
the Legal and Constitutional Affairs Committee had to say about the issue.
Honourable senators, in Budget 2019, the government lays out its concerns regarding money
laundering. For the past few years, the issue of money laundering has played out in the
media in British Columbia. Last year, the B.C. government retained retired RCMP Deputy
Commissioner Peter German to conduct an independent review of money laundering in
Lower Mainland casinos. His report was released in March 2018.
More recently, two other reports have been released on money laundering in real estate,
luxury cars and horse racing. These reports were commissioned in September 2018,
following a widespread concern about the province’s reputation as a haven for money
laundering.
The first report was from an expert panel on money laundering, which was appointed by the
B.C. government to review money laundering in the real estate sector. The second report
was from Peter German’s second review into money laundering, focusing on the
construction industry, real estate, luxury cars and horse racing.
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The C.D. Howe Institute also released a report entitled, Why We Fail to Catch Money
Launderers 99.9 percent of the Time. In this report, author Kevin Comeau says that
Canada’s anti-money laundering protections, especially as they pertain to real estate, are
among the weakest of those of Western liberal democracies and billions are being laundered
in Canada annually.
In addition, the House of Commons Finance Committee issued a report in November of last
year on their review of the Proceeds of Crime (Money Laundering) and Terrorist Financing
Act.
The Standing Senate Committee on Banking, Trade and Commerce also issued a report in
2013 titled as follows: Follow the Money: Is Canada Making Progress In Combatting
Money Laundering and Terrorist Financing? Not Really.
The federal government has been criticized for not taking enough action to counter money
laundering.
Budget 2019 commits $11 million this year and $141 million over five years to the RCMP,
Public Safety Canada, Canada Border Services Agency and FINTRAC to strengthen
Canada’s anti-money laundering and anti-terrorist financing regime.
In addition to the funding, Bill C-97 proposes amendments to the Criminal Code and
Proceeds of Crime (Money Laundering) and Terrorist Financing Act.
As I mentioned earlier, this section of the budget implementation act on money laundering
was referred to the Standing Senate Committee on Legal and Constitutional Affairs, and I
will comment further on this item later in my speech.
June 17, 2019 [Senate]
Hon. Peter M. Boehm
...Our colleague, Senator Marshall, referenced money laundering in her speech. We all know
of the report from May out of British Columbia about the staggering amount of laundered
money that seeped into the economy of that province last year — more than $7 billion, in
fact. Worse still, that places British Columbia fourth, behind Alberta, Ontario, and the
Prairie provinces. The report that uncovered the depth of the problem was prepared by
British Columbia’s Expert Panel on Money Laundering, which was chaired by Professor
Maureen Maloney. Evidently, money laundering is a national concern.
The report estimated that, in 2018, $40 billion worth of proceeds of crime seeped into the
Canadian economy.
Colleagues, we can surely all agree that, so far, Canada’s laws haven’t gone far enough in
tackling what is a critical issue.
[English]
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Senator Wetston and Senator Downe have been especially strong in this chamber on the
subject and on the corresponding matter of beneficial ownership. In recognition of the very
real impact dirty money has on Canadians — for example, increased house prices — Bill C97 seeks to strengthen Canada’s anti-money-laundering rules. The suite of amendments
includes changes to the Canada Business Corporations Act, the Criminal Code, the Proceeds
of Crime (Money Laundering) and Terrorist Financing Act, and the Seized Property
Management Act.
These amendments, once Bill C-97 passes, will improve timely access to beneficial
ownership information; add “recklessness” to the offence of money laundering, which
would have the effect of criminally punishing people who, knowing the money might be
illegal, moved money on others’ behalf despite the potential criminal nature of doing so; add
the Competition Bureau and Revenu Québec to the list of entities entitled to financial
intelligence information from the Financial Transactions and Reports Analysis Centre of
Canada, FINTRAC; broaden access to specialized asset-management services and increase
transparency in administrative monetary penalty procedures and clarify confidentiality of
proceedings. That last point, covered by clause 111 of Bill C-97, will ensure that any
regulated entity found to have committed an infraction under the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act will be named publicly, as will their financial
penalty, by FINTRAC.
This is an especially important change. We cannot underestimate the power of “naming and
shaming” when it comes to ensuring companies follow the rules. In that spirit, just last
week, the Financial Services Committee of the United States House of Representatives
passed the Corporate Transparency Act. While it still must make its way through the rest of
the legislative process, the Corporate Transparency Act is intended to require companies to
publicly disclose their true beneficial owners to FinCEN, the United States Treasury
Department’s Financial Crimes Enforcement Network. Corporations would need to disclose
those names as soon as the company is established and would also need to provide FinCEN
annually with updated lists of beneficial owners to ensure the public registry is accurate. The
intention is to make it much more difficult for criminals and other bad actors to launder their
ill-gotten gains through anonymous shell companies.
It is my hope that Parliament will soon look at implementing similar legislation in Canada.
To further combat the far-reaching problem of money laundering here at home, the
government very recently committed new funding for the RCMP. Minister of Finance Bill
Morneau and Minister of Border Security and Organized Crime Bill Blair announced on
Thursday that the RCMP will receive $10 million for improved technology that will help the
RCMP with its investigations.
British Columbia’s own Finance Minister, Carole James, welcomed the announcement but
stressed that there needs to be more of a focus on enforcement.
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An Act To Amend The Criminal Code (Auto Theft And Trafficking In Property Obtained By
Crime), S.C. 2010, c. 14 (Bill S-9, 2010)
Citation

2010, c. 14

Royal Assent

November 18, 2010

Hansard

October 5, 2010 [House of Commons]
Mr. Bob Dechert

Mr. Speaker, I am pleased to speak today to Bill S-9, An Act to amend the Criminal Code
(auto theft and trafficking in property obtained by crime). This bill targets property crime, in
particular auto theft which continues to cause serious harm to Canadian communities. To this
end, Bill S-9 would create a new offence of motor vehicle theft, a new offence to address
tampering with an automobile's vehicle identification number and new offences to address
trafficking in property obtained by crime.
...
Both the VIN tampering offence and the distinct motor vehicle theft offence would offer
benefits to the criminal justice system not offered by the current offence used to cover these
activities, “possession of property obtained by crime” found in section 354 of the Criminal
Code. A conviction for either of these offences would clearly and more accurately document a
person's involvement in an organized vehicle theft ring as part of the criminal record. This, in
turn, would help police and crown prosecutors to deal appropriately with these people in
subsequent investigations and prosecutions. The House will note that the VIN tampering
offence contains an express exception in subsection 353.1(3) to ensure that those individuals
who must remove or alter a VIN in the course of legitimate auto repairs, maintenance or
modification are not captured under the ambit of this offence.
(1610)
A question was raised in the Senate committee on why this express exception is required when
subsection 353.1(1) also contains a lawful excuse defence. I will take a moment to explain
how the provision works.
...
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Bill S-9 also proposes to create offences to address trafficking and property obtained by crime.
The proposed trafficking offences are intended to target the entire length of the marketing
chain that processes the proceeds of theft and other crimes like fraud. One form of trafficking
in property obtained by crime is the movement of stolen automobiles and their parts. This is
where organized crime is most involved in auto theft, either through car- theft rings, chop
shops, or re-VINing a car for the sophisticated international rings that smuggle stolen luxury
cars to foreign locations.
Currently, section 354 of the Criminal Code, the general offence of possession of property
obtained by crime, which carries a maximum of 10 years imprisonment for property valued
over $5,000, is the principal Criminal Code offence used to address trafficking and property
obtained by crime. This possession offence does not adequately capture the full range of
activities involved in trafficking.
Both proposed offences have higher penalties than the existing offence of possession of
property obtained by crime. If the value of the item trafficked exceeds $5,000, anyone
convicted of this offence could face imprisonment for up to 14 years. If the value does not
exceed $5,000, it would be a hybrid offence and subject to imprisonment for up to five years
on indictment or up to six months on summary conviction.
In the auto theft example, the trafficking offences would capture all of the players in a chopshop operation, whereas the offence of possession of property obtained by crime would apply
only to those in possession of property such as stolen cars or car parts. In order to avoid
detection and reduce the probability of multiple counts in the event of an arrest, chop shops
have very little inventory at any given time. It is to be noted, however, that the trafficking
offences address dealings involving all property obtained by crime, not just the results of auto
theft and chop-shop operations.
I am pleased that the trafficking offences also provide the Canada Border Services Agency
with the legislative tools necessary to allow them to detain property, including stolen cars
about to be exported from Canada, in order to determine whether they are stolen and to allow
the relevant police agency to recover them and take the appropriate action. Bill S-9 is a
comprehensive piece of legislation that addresses many of the activities that organized crime
undertakes in relation to auto theft and other forms of property crime.
...
October 5, 2010 [House of Commons]
Mr. Thierry St-Cyr (Jeanne-Le Ber, BQ)
Mr. Speaker, I listened to my colleague's speech. Personally, I am quite worried by the
Conservatives' approach to crime. The bill before us today deals with the issue of serious and
violent crime. Yet at the same time, the government is doing everything in its power to abolish
the gun registry, which the police want to have at their disposal because it helps them in their
work. This morning we spoke about another bill concerning justice and white-collar crime.
This government, just like the Liberal government before it, is refusing to address the issue of
tax havens. Even if white-collar criminals are put in prison for a while, if they can hide their
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money in tax havens around the world and spend the rest of their days living off the proceeds
of their crime, it is not much of a deterrent.
Does my colleague have the same worries about the Conservative government's doublespeak
and hypocrisy when it comes to justice issues? They play the tough guy and boast that they are
tough on crime. But when it comes time to take real measures, and not just change the length
of a prison sentence in a bill—and you have to wonder if criminals often read the Criminal
Code—that is another story. They need to do more than just grandstand. We need real,
meaningful measures to fight crime and, in terms of prevention, measures for gun control and
control of tax havens. Is that not doublespeak right there? The government has done nothing in
terms of prevention, but it has been very big on repression.
October 5, 2010 [House of Commons]
Mr. Brian Murphy (Moncton—Riverview—Dieppe, Lib.)
...
Perhaps what is most modern about the bill is the respect that it gives to vehicle identification
numbers.
[Translation]
We believe it is useful to add measures concerning vehicle identification numbers and we
would like to discuss this measure in committee. That is the kind of innovative measure that
could help combat the problem of auto theft in Canada.
[English]
The obliteration of VIN numbers is a low-risk, high-profit tactic of organized criminal gangs.
This provision should help crack down on organized criminal activity, a main source of auto
theft in Canada. By denying criminal gangs access to a primary source of funding, the
currency of gangs, we can inhibit them from developing their activities elsewhere. The
possession of property: to be in possession of a stolen car:
[Translation]
The provision concerning the possession of stolen vehicles is interesting and also merits
discussion. That is another measure that could prove to be a useful tool for police forces. We
need to be innovative in order to combat criminals who steal vehicles, who themselves are
becoming increasingly sophisticated.
…
October 5, 2010 [House of Commons]
Mr. Marc Lemay (Abitibi—Témiscamingue, BQ)

We need to take action quickly. These vehicles are generally stripped for parts, and are rarely
exported. They are exported, but not much. This is where organized crime comes in. These
individuals place orders for certain types of motor vehicles, which are then stripped for parts.
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The thief is one thing. Yes, he is a criminal, but the ones who place the orders are the worst
ones. These types of orders are generally made through organized crime groups. So we must
find a way to punish them.
The question was put to Criminal Intelligence Service Canada, and this was its reply:
The Insurance Crime Prevention Bureau has identified an increase in four main fraud
techniques that are used by organized crime to steal vehicles. These include: the illegal transfer
of Vehicle Identification Numbers (VINs) from wrecked vehicles to similar ones that have been
stolen; a legitimate VIN is used to change the legal identity of a stolen vehicle of the same make,
model, and colour, a process called “twinning”.
Let us consider the example just given. The VIN from a wrecked Honda Civic 1998 can be used
for a stolen Honda Civic 1999. This is where we are being asked to take action.
October 25, 2010 [House of Commons]
Hon. Marlene Jennings (Notre-Dame-de-Grâce—Lachine, Lib.)

Thus, with Bill C-26, the government created a separate offence for theft of a motor vehicle,
and this offence is also included in Bill S-9. The mandatory minimum sentence for this offence
is six months' incarceration for a third offence or in the case of an indictable offence.
This is important because all studies show that motor vehicle theft in certain cities is quite well
organized. The evidence from various police forces, including municipal and provincial forces
and our national police force, the RCMP, has clearly indicated that to be the case. When
someone is on their third such offence, it becomes quite serious. The criminal justice system
must therefore send a clear message that this kind of criminal behaviour is unacceptable.
The new offences provide for a broad definition of trafficking. This would cover selling,
giving, transferring, transporting, importing, exporting, sending or delivering property
obtained by crime or offering to do any of those things.
Thus, the new legislative provisions would target all the middlemen involved in moving stolen
property, from the initial criminal act through to the ultimate consumer. That is very
important. Of course it happens in other cities, but we know that in Montreal and Winnipeg in
particular, most motor vehicle thefts are committed by organized crime groups. This means
there is a network of individuals whose only goal and mission is to steal cars. The orders often
come from outside Canada, with requests for x number of certain models, for instance, Lexus
vehicles from a given year, Chevrolets from a given year, specific models and colours of
BMWs from another year, and so on. The crime of motor vehicle theft is driven by the
network.
May 6, 2010 [Senate]
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Sponsor Hon. John D. Wallace
As I previously mentioned, Bill S-9 has three main components: the creation of a distinct
offence of "theft of a motor vehicle"; second, a new offence for altering, obliterating or
removing a Vehicle Identification Number, or its VIN; and third, new offences for trafficking
in, and possessing for the purpose of trafficking, property obtained by crime, including the
importing or exporting of such goods.
...
Why is it that this distinct offence of theft of a motor vehicle is necessary? Property crime, and
in particular auto theft, remains an issue of paramount importance for most Canadians. Yes,
there has been a downward trend in auto theft rates, thanks mostly to the innovative policing
policies and technological advances, but despite that, it still remains one of the highest-volume
offences in Canada, averaging about 400 auto thefts per day. Yes, that is correct — 400 auto
thefts each day. The goal of this bill is to assist the police in reducing these auto theft rates
even further, so that when police apprehend these criminals, the repeat offenders will be
incarcerated and removed from the streets.
Auto thefts hit Canadians in their pocketbooks. I know that we have cited the dollar value
provided by the Insurance Bureau of Canada many times before, but it is extremely important
that it not be forgotten; namely, that the total cost of auto theft to Canadians is approximately
$1.2 billion each year. Without a doubt, these substantial costs are ultimately borne by
taxpayers, the insurance industry, policyholders, governments and victims.
...
Auto thefts are often committed as random acts by individual criminals, but increasingly,
organized crime is becoming more and more deeply entrenched into the auto theft industry. It
is estimated that roughly 20 per cent of all stolen vehicles are linked to organized crime
activity. The financial motivation to commit auto theft is high, and indeed the profits made
from the theft of motor vehicles form a very substantial source of income for organized crime.
As stated before, organized crime groups participate in the trafficking of stolen vehicles in at
least three ways. First, organized crime is involved in the process of altering the legal identity
of a vehicle by changing its VIN. Second, they operate "chop shops," where stolen vehicles are
disassembled and their parts are trafficked, often to unsuspecting customers. Third, high- end,
late model luxury sedans and sports utility vehicles are exported from Canadian ports to
foreign locations in Africa, the Middle East and Eastern Europe. Bill S-9 creates new tools that
will address each of these unlawful activities.
This first form of criminal involvement — VIN tampering — is a process that involves
stripping the vehicle of all existing labels, plates and other markings that bear the true Vehicle
Identification Number, and then manufacturing replacement labels, plates and other markings
bearing a false VIN that was obtained from imported or salvaged vehicles.
There is currently no offence in the Criminal Code that directly prohibits tampering with a
VIN. Like trafficking, the current Criminal Code provision that is used to address VIN-

Appendix F - Page 6

Commission of Inquiry into Money Laundering in British Columbia

tampering is the general offence of "possession of property obtained by crime" that is found in
section 354 of the Criminal Code.
...
This will be an additional offence, so that a person could be charged with both "possession of
property obtained by crime" under section 354 of the Code, as well as the proposed VINtampering offence, which in combination could result in a longer sentence.
...
An advantage that both the new VIN-tampering offence and the new distinct motor vehicle
theft offence would have over the current offence used to cover these activities — namely,
possession of property obtained by crime under section 354 of the Code — is that a conviction
for these new offences will more clearly and accurately document, as part of their criminal
record, a person's involvement in an organized vehicle theft ring. This will most definitely
assist police and Crown prosecutors in dealing more appropriately with those particular
offenders in any subsequent investigations and prosecutions.
Finally, Bill S-9 will also create new offences that target the trafficking in property obtained
by crime, or the possession of such property for the purpose of trafficking. These amendments
are extremely significant, and while my comments to this point have focused on auto theft, I
want to be clear that the proposed trafficking offences are intended to target more broadly the
entire criminal marketing chain that processes the proceeds of theft and other property crimes,
including, for example, fraud.
These new offences will, however, also directly address the present auto theft problem. The
trafficking in property obtained by crime includes the movement of stolen automobiles and
their parts. This is where organized crime is most involved in auto theft, either through car
theft rings, "chop shops" that dismantle stolen cars for parts, the act of "re-VINning" a vehicle
to hide its identity, or the sophisticated international rings that smuggle stolen high-end luxury
vehicles from Canada.
The new trafficking offence broadly defines trafficking to include the selling, giving,
transferring, transporting, exporting from Canada, importing into Canada, sending, delivering
or dealing with in any other way, as well as offering to do any of the above, in respect of
property obtained by crime. This definition addresses the myriad ways in which criminal
enterprises seek to get their ill-gotten gains to the eventual market. Bill S-9 also creates an
offence of possession of property obtained by crime for the purpose of trafficking in order to
capture this unlawful activity even at its initial stage, where the goods have not yet started to
move through the illegal marketing chain.
Some might question why these new offences are necessary when the Criminal Code already
prohibits the possession of property obtained by crime. Currently, section 354 of the Criminal
Code — that is, the general offence of "possession of property obtained by crime" — which
carries a maximum of 10 years' imprisonment for property valued over $5,000, is the principal
Criminal Code offence that is now used to address trafficking in property obtained by crime.
This possession offence does not, however, adequately capture the full range of activities that
are involved in trafficking. The trafficking of property obtained by crime is an enterprise
crime, and it is what motivates property crime more generally. With these new offences, Bill
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S-9 will be targeting all of the activities that are undertaken by criminal enterprise, and thereby
making it considerably more difficult for organized crime, or individuals, to engage in these
types of illegal behaviour.
The proposed new trafficking offences will capture all of the players who are involved in a
trafficking operation, such as a chop shop, whereas the existing "possession of property
obtained by crime" offence applies only to those who are actually in possession of the
property, such as the stolen vehicles. By their very nature, operations such as chop shops have
very little inventory at any given time in order to avoid detection and reduce the probability of
multiple counts in the event of an arrest. These new offences go to the heart of what motivates
property crime generally, and are specifically intended to address the entire chain of criminal
acts that together yield the financial benefits that ultimately make property crime so lucrative.
Another extremely important point is that both of the proposed new trafficking offences will
also have higher penalties than the existing offence of possession of property obtained by
crime since trafficking is considered to be a more serious matter than simple possession. ...
Honourable senators, it is also important to note that these new trafficking offences will make
available to Canada Border Services Agency the necessary authority to allow them to detain
property, including stolen cars that are about to be exported from Canada, in order to
determine if they are stolen and to allow the appropriate police agency to recover them.
…
May 26, 2010 [Senate]
Hon. Larry W. Campbell

Honourable senators, I am pleased to speak to you today as the critic on Bill S-9, An Act to
amend the Criminal Code (auto theft and trafficking in property obtained by crime). Bill S-9
replicates Bill C-26 as it was passed by the House of Commons in the previous session. As
honourable senators will recall, Bill C-26 was being reviewed by the Senate in the last session
when Parliament prorogued.
I would refer honourable senators to the speech I made on Bill C-26 on October 29, 2009, as
my feelings on this legislation have not changed. However, I will briefly address the main
legislative changes that the bill proposes. This bill deals with trafficking, importation and
exportation of property obtained by crime, but its main purpose is to target auto theft. This bill
establishes the distinct offence of theft of a motor vehicle. It creates a new offence for altering
or removing a VIN — the vehicle identification number — and creates new offences for
trafficking in and possessing for the purpose of trafficking property obtained by crime.
This bill will give law enforcement agencies more ability to target organized crime groups,
specifically those who have profited greatly from auto theft crime in the past.
We are all aware that auto theft in Canada is a serious problem. Motor vehicle theft is
estimated to cost Canadian taxpayers in excess of $1.2 billion a year, and the dangers involved
put their safety at risk. Nonetheless, auto crime has declined substantially in recent years. This
is due in large part to the hard work and dedication of Canadian police forces. Our law
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enforcement agencies have been able to evolve and adapt to changes in criminal activity, and
so should our legislation.
I support this bill. It is another good step in the ongoing fight against auto theft in Canada.
However, there are some issues I would like to see raised in committee when this bill is
studied. Some of the statistics that have been used in the study and discussion of this
legislation are not as up to date as they can or should be. We cannot expect our justice system
to effectively battle vehicle theft if our legislation is based on old data.
I would also like to see some more concrete evidence to support the implementation of
minimum sentencing for third-strike vehicle theft offences. Honourable senators, the changes
proposed by Bill S-9 are an important step towards reducing auto theft in Canada. This bill
should be sent to committee to be studied without delay.
May 26, 2010 [Senate Committee][Entire Exchange]

Hon. Robert Nicholson, P.C., M.P., Minister of Justice and Attorney General of Canada:
With this legislation, the government will update the Criminal Code to address the problems
created by complex auto theft rings and other forms of property crime undertaken by
organized criminals in Canada today. The bill proposes to create a separate offence of theft of
a motor vehicle, which would carry a mandatory prison sentence of six months for conviction
of a third or subsequent offence when it is prosecuted by indictment. It will establish a new
offence of altering, destroying or removing a vehicle identification number, VIN, and it will
make it an offence to traffic in property obtained by crime and make the possession of such
property for the purpose of trafficking an offence.
This bill is part of our government's efforts to crack down on those criminals who choose to
participate in auto theft and in other aspects of serious property crime. It is painfully clear that
organized crime is significantly involved with auto theft in this country.
In recent years, our auto theft rates have remained at unacceptably high levels, while the
number of recovered stolen vehicles has declined. This indicates an increased involvement of
organized crime in auto theft. Law enforcement experts tell us that when a car is not
recovered, organized auto theft rings have likely exported it to a foreign country. It used to be
that over 90 per cent of stolen cars were recovered. Today that has fallen to 70 per cent,
nationwide, with recovery rates varying by cities.
In large cities in Ontario, Quebec, and Nova Scotia, organized crime groups are believed to be
more active in thefts, thanks in part to readily accessible ports, which allow cars to be shipped
out of the country quickly and with relative ease. Out of the approximately 147,000
automobiles stolen every year, police and insurance experts estimate that about 20,000 of these
cars are shipped abroad.
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To this end, the creation of a distinct offence of motor vehicle theft sends a strong message to
potential thieves that the criminal justice system is serious about fighting theft in Canada. The
government's proposed offence would be a hybrid offence with a maximum of 10 years
imprisonment on indictment and 18 years imprisonment on summary conviction.
A distinct offence of motor vehicle theft will help give the courts a better idea of the
background of the offender for bail hearings and sentencing purposes. Indeed, this reasoning
holds true for the proposed VIN, vehicle identification number, tampering offence that I will
discuss in a moment.
Conviction for either of these offences would more clearly and accurately document a person's
involvement in an organized vehicle theft ring as part their criminal record. This in turn would
help the police and Crown prosecutors to deal appropriately with those people in subsequent
investigations and prosecutions.
The theft of a motor vehicle for profit usually involves an elaborate cycle of theft, disguising
the vehicle, and resale or export. One of the ways in which vehicles are disguised and resold is
through the tampering of the vehicle identification number, the VIN. There is currently no
offence in the Criminal Code directly prohibiting the alteration, obliteration or removal of a
VIN. Currently under the Criminal Code, those who tamper with VINs are often charged under
section 354, the offence of ``possession of property obtained by crime.'' This offence includes
a provision stating that proof of possession of a vehicle with a removed or obliterated VIN is,
in the absence of evidence to the contrary, proof that the vehicle was obtained by crime.
Organized crime is also involved in auto theft and property theft in general, through the
trafficking of property obtained by crime in chop shops or other theft rings that deal with a
wide variety of stolen property.
The proposed trafficking offences in Bill S-9 would begin to address these problems.
Trafficking in property obtained by crime, along with other criminal activity such as drug
trafficking, prostitution and fraud, is one of the many activities that makes organized crime
profitable in this country. The bill would make it a crime to traffic in, or possess for the
purpose of, trafficking property obtained by crime, including importing or exporting.
Currently, section 354 of the Criminal Code, the general offence of possession of property
obtained by crime, which carries a maximum of 10 years for property valued over $5,000, is
the principal Criminal Code offence that is used to address trafficking in property obtained by
crime. However, this possession offence does not adequately capture the full range of
activities involved in trafficking.
The proposed offences would provide a wide definition of trafficking that would include the
selling, giving, transferring, transporting, importing, exporting, sending or delivering of goods
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or offering to do any of the above, of property obtained by crime. This new law would target
all the middlemen who move stolen property, from the initial criminal act through to the
consumer.
Both proposed trafficking offences have higher penalties than the existing offence of
possession of property obtained by crime. If the value of the item trafficked exceeds $5,000,
anyone convicted of this offence could face up to 14 years in prison. If the value does not
exceed $5,000, it would be a hybrid offence and subject to imprisonment up to five years on
indictment or six years on summary conviction. This penalty would be consistent with the
existing penalty scheme already in the Criminal Code.
It is also worth noting that if any indictable offence is found to have been committed for the
benefit or at the direction of or in association with a criminal organization, an additional
offence would apply. It would be open to the Crown to prove the additional element of a link
to organized crime and obtain a separate conviction under section 467.12 of the Criminal
Code. The maximum penalty for this offence is 14 years, which, as you I am sure are aware,
must be served consecutively to any other offence for crime.
The proposed trafficking offences would also respond to the concerns of stakeholders such as
the Insurance Bureau of Canada that has long advocated for stronger enforcement to prevent
the export of stolen vehicles. Under the Customs Act, in order for the Canada Border Services
Agency to apply the administrative powers of the Customs Act to the cross-border movement
of property obtained by crime, such goods must first be expressly classified somewhere in
federal law as prohibited goods for the purpose of importation or exportation. This bill would
supply that classification provision.
Today, Canada Border Services Agency officers are only authorized to examine and detain
goods entering or exiting Canada in order to determine whether or not the importation or
exportation complies with federal legislation controlling the movement of goods across our
borders.
The mandate of the CBSA does not include a broad law enforcement role, and its officers
therefore have limited authority to deal with the movement of stolen property. The express
prohibition provision in this bill would allow CBSA officers to examine and detain stolen
goods, which could ultimately result in the police laying criminal charges. With this proposed
amendment, the CBSA officers could identify targets, conduct examinations and detain these
goods. They would then search law enforcement databases to determine whether the goods had
been reported stolen, and refer the case to the police in appropriate cases.
Depending on where I am in the country, I hear about organized crime chop shops and export
schemes that move automobiles and automobile parts out of this country. I hear about the
deficiencies in the current law. Law enforcement officials wonder how many people possess
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the stolen goods. They talk about the chop shops and remark that they may arrest the people at
the chop shop but miss many others involved in the crime.
Senator Wallace: As you point out, minister, with this and other bills initiated through your
department, there seems to be a focus on organized crime. There are serious issues in the
country and we have to adjust the Criminal Code and other laws to adapt to those issues.
I wonder if there is anything more you would like to add in relation to the impact you see this
bill having on organized crime. I have recently heard that, on average, 400 auto thefts occur in
this country each day. Obviously, many of those thefts relate to criminal organizations.
Therefore, I wonder about the impact you hope this bill would have on criminal activity.
Mr. Nicholson: That is part of that message. The face of crime in this country has changed
over the last 20 or 30 years. The operations law enforcement agencies are going up against are
becoming more sophisticated. I hear this all the time. Crime is becoming borderless, and this is
why you have the provisions with respect to Canada Border Services Agency.
It is not just a question of someone stealing a car and trying to sell it to someone in the next
town. I pointed out that 20 per cent of these cars are being shipped out of the country; they are
gone. This is why they cannot be located.
They all tell me the same thing. They say that even though crime is becoming more
sophisticated, the Criminal Code has not been updated in over 100 years. You have to update
the laws to respond to the current challenges. That is what they were telling me. If you have
any witnesses from the law enforcement side, I am sure they will confirm what I am telling
you.
Senator Angus: In your opening remarks, you said the reason behind this legislation is to stop
or minimize the theft of vehicles because the laws are not tough enough. Is the prime reason
for the great volume of auto thefts the weakness of the present legal regime, or are there other
more sinister reasons?
Mr. Nicholson: I think it is a little more complicated than that, senator. Two types of activity
are going on in this country, and this bill addresses both of them. On one occasion, we wanted
to address one part of it, and then I asked why we are not doing the other, so now we have
everything.
We are talking about two types of crime. One is the organized crime that steals a car for the
purposes of chop shops, exporting the car or parts, or somehow recycling the stolen car. That
is part of it. I have heard loud and clear from law enforcement agencies in a number of major
Canadian cities that this is a big problem. As well, I hear from other individuals that there are
people who are unsophisticated, not part of organized crime necessarily, that will steal the car
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and abandon it, steal the car again, that sort of thing. The bill addresses both aspects of that
crime.
We have talked at some length about the organized crime part of it, but, again, making it a
separate offence allows the Crown attorney to know what they are talking about. I have had
Crown attorneys tell me they are not sure what the individual has been found guilty of, and
guess what? It is actually more dangerous to steal a car than many times stealing other types of
property in this country. Why? Because many times, you are putting people at danger. People
get killed when people drive recklessly or are trying to escape detection. Having this as a
separate offence allows everyone to know what he or she is dealing with. If this individual has
taken the wrong path into the career of serial car thief, the Crown and everyone should know
about that involvement.
Senator Lang: I would like you to elaborate on the fact that 90 per cent of the vehicles were
recovered a number of years ago and now we are down to 70 per cent, which is significantly
different from the point of view of numbers being recovered. We are at 20,000 vehicles being
exported from this country at present, in part because of the laws that are in place.
Have the law enforcement agencies that you have spoken to, and the provincial authorities,
given any indication to you that with the passage of this bill — and maybe even a tougher bill
once Senator Baker gets finished with it — that they will be able to negate the 20,000 vehicles
shipped out of this country? Will passage of this bill put a number of the crime rings out of
business?
Mr. Nicholson: In my opening comments, I touched on the increased sophistication in this
business and that it knows no borders. I commented that there are large-scale operations and
the present provisions in the Criminal Code are not adequate to stop these operations. One
provision that is very well received concerns the changes with respect to the duties and the
ability of agents of the Canada Border Services Agency to intercept property that is being
shipped in and out of this country. Senator Angus mentioned containerization. I have heard it
again and again that the present laws are inadequate in giving the borders services agencies the
ability to look and find out what is going on in relation to what is coming in and going out of
the borders of this country. A car in and of itself is not a prohibited good. It is not like an
illegal drug or an illegal gun. The laws have to be changed; they have to be updated. I have
said to those who work with me putting this together that it is one of my favourite parts of this
proposed legislation. I am very interested in the new provisions of the Criminal Code and I am
pleased to have this bill. Changing the provisions with respect to Canada Border Services
agents — and my colleague the Minister of Public Safety has direct responsibility — is one of
my favourite parts of this bill because I have heard it again and again that these cars are being
shipped out of this country and the present laws are completely inadequate to deal with this
activity.
May 27, 2010 [Senate Committee][Entire Exchange]
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Caroline Xavier, Director General, Corporate Secretariat Directorate, Canada Border
Services Agency: Bill S-9 creates specific offences: the offence of auto theft; the offence of
tampering with a vehicle identification number, a VIN; and the offences of trafficking in
property obtained by crime and possession of property obtained by crime for the purpose of
trafficking. This bill will have a direct and positive impact on the CBSA in that it expressly
prohibits the importation and exportation of property obtained by crime.
Senator Joyal: What authority do you have when you suspect that goods going through the
border are the proceeds of some criminal activity?
On what basis can you intercept goods you suspect are the proceeds of criminal activity?
Ms. Xavier: There is an export program that exists and it is a part of the agency's mandate.
Under the current program, the person must go to the agency or the exit point before going, for
instance, to the United States or to the maritime port in order to declare the goods to be
exported and the specific information concerning those goods. That will not change.
In the Customs Act now, we have those authorities for our strategic export control. We have a
strategic export control program as part of our current Customs Act authorities.
The reporting element required for a consumer or traveller right now will still continue to
exist. These authorities will allow us to be able to look at the documentation we are receiving
in advance, perhaps, and take more of an investigative lens or an intelligence-type lens to
them. We will look at where these goods are destined and be able to work with our police
authorities and RCMP partners to determine whether there could be an infraction or a
prohibited good.
Right now, if a good is prohibited, such as a stolen vehicle, for example, we cannot detain it.
We can only call the local police authority.
Richard Dubin, Vice-President, Investigative Services, Insurance Bureau of Canada:
With organized crime so pervasive in the business of auto theft and with the profits so high, it
is not surprising that intelligence authorities suspect that terrorist groups may be financing
themselves with auto theft. A July 16, 2007, article in The Boston Globe cited the FBI's belief
that dozens of vehicles stolen from the United States have been used as car bombs in Iraq. The
Insurance Bureau of Canada is aware of approximately 200 stolen vehicles that were shipped
to the Middle East as part of Project Globe and another investigation where stolen vehicles
were sent to Lebanon.
June 02, 2010 [Senate Committee][Entire Exchange]
Senator Wallace: You may know one of the aims of the bill is to deal with the importation
and exportation of stolen automobiles. We understand that a significant part of that criminal
business, if not all of it, is linked to criminal organizations.
In that context, does your department have any statistics or information you can give us at all
about the extent of that illegal trade across the border, not only of automobiles but also of
automobile parts that result from chop shop operations?
Mia Dauvergne, Senior Analyst, Policing Services Program, Canadian Centre for Justice
Statistics, Statistics Canada: We do not have information specifically on the involvement of
organized crime in motor vehicle theft. As Ms. McAuley explained earlier, we can use vehicle
recovery status as the proxy measure. Beyond that, we do not have anything at this time.
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