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COMMISSION OF INQUIRY INTO MONEY LAUNDERING IN BRITISH COLUMBIA

The Honourable Mr. Austin F. Cullen, Commissioner

AFFIDAVIT #1 OF JIM LIGHTBODY

[, Jim Lightbody, of Surrey, British Columbia, MAKE OATH AND SAY AS FOLLOWS:

1. [ am the President and Chief Executive Officer (“CEO”) of the British Columbia Lottery
Corporation (“BCLC”).

2. [ am a participant in the Commission of Inquiry into Money Laundering in British
Columbia, and as such, have personal knowledge of the facts and matters deposed to in this
affidavit. Where I make statements in this affidavit that are not within my personal knowledge, I
have identified the source of that information and belief. I believe that all of the information in

this affidavit is true.

3. [ affirm this affidavit to provide evidence to the Commission pursuant to a summons

issued to me pursuant to the Public Inquiry Act, SBC 2007, c. 9.
I.  Vice President Lottery Gaming

4. Ihave been in a leadership position with BCLC since April 2001, when I joined the

organization as Vice President for Lottery Gaming from the consumer packaged goods industry.

5. BCLC has three marketing and business operations: lottery; casinos and e-gaming; and
support functions, which include legal, security and compliance, finance, corporate services,
information technology, responsible gaming, communications, and human resources, among

other areas such as risk management and internal audit.



6. 1 spent approximately ten years as Vice President for Lottery Gaming. As Vice President
for Lottery Gaming, I had very little insight into casinos. I would hear updates from the casinos

division at executive meetings, but otherwise had little to do with casinos.

7.  Assuch, I was generally aware of concerns about money laundering but I had very limited
awareness of the issues around cash in casinos. I was aware of the high limit table business and
was aware that people were bringing in bulk cash as there was no other way to buy in at BC

casinos at the time.
II. Vice President, Casinos and Community Gaming

8.  InJune 2011, I was appointed as BCLC’s Vice President for Casinos and Community
Gaming. The former Vice President, Darryl Schiewe, was put on a special assignment to lead
the installation and integration of the casino Gaming Management System project. I remained in

the position of Vice President for Casinos and Community Gaming until February 2014.

9.  In this position, I was responsible for the marketing, product management, operations and
facility development roles in our casino business. The role of security and compliance was

managed by our Security and Compliance division.

10. One of my first tasks in this role was to create a business strategy that supported the
corporate strategy of BCLC. The Vision for BCLC was for gambling to be “widely accepted as
exceptional entertainment.” When I became VP Casinos and Community Gaming, I observed
that the business had shifted from “supply driven” to “demand driven,” with casinos having
successfully filled the gap in supply for casinos for core casino players already. I thought the
challenge was now to focus on the customer experience to attract people who enjoyed casino

gambling but were not attracted to the current BC casino experience.

11. AsIexplain further later in my affidavit, we developed a Casino Business Strategy focused
on building a business whereby 80% of the revenue came from 20% of our players. This was an
effort to move to a wider player base, away from the existing concentrated player base where
80% of revenue was coming from 10% of players. Although the strategy we adopted would not

be easy, I strongly believed that it was the responsible and right thing to do for the long-term



health of the business and consistent with BCLC’s obligation as a Crown Corporation to serve

the public responsibly.

12. Making this shift was not easy. It required us to motivate and incentivize BCL.C’s partners
in business, Service Providers, to be aligned with BCLC’s strategy and to work within BCLC’s

role in the gaming industry.
a. Release of Robert Kroeker’s Report

13.  As VP Casinos and Community Gaming, I became more acutely aware of the issue of large

cash buy-ins at BC casinos.

14. Shortly after I became VP Casinos and Community Gaming in June 2011, I attended a
meeting with members the Gaming Policy and Enforcement Branch (“GPEB”) and BCLC at
which the improvement of money laundering controls was discussed. Mr. Douglas Scott and Mr.
Bill McCrea attended from GPEB. Mr. Michael Graydon who was then President and CEO of
BCLC, Mr. Darryl Schiewe, Mr. Terry Towns who was then Vice President of Corporate
Security and Compliance, and I attended from BCLC. I cannot recall the date of this meeting. I

believe that it occurred in or around July 2011.

15. T understood that this meeting was to discuss the results of a report written by Mr. Robert
Kroeker, who was then at the BC Civil Forfeiture Office, entitled “Summary Review: Anti-
Money Laundering Measures at BC Gaming Facilities” (the “Kroeker Report”), dated February
2011. This report is in evidence at Exhibit 73, Appendix E.

16. 1am aware that, following the release of the Kroeker Report, BCLC received a document
from GPEB entitled “Action Plan to Review of Anti-Money Laundering Measures at BC
Gaming Facilities”, dated August 22, 2011, a true copy of which is attached as Exhibit 1
(GPEB0597). In this action plan, I understood that GPEB provided its response to the

recommendations included in the Kroeker Report.

17. 1recall that it was discussed and agreed at this meeting that BCLC was following the
recommendations made in that report and taking steps to try to mitigate the risk of money

laundering in British Columbia casinos by providing cash alternatives for patrons. I understood



that BCLC wanted to do more to mitigate and prevent money laundering, by improving cash

alternatives so that patrons did not have to bring in bags of cash.

18. On or about September 1, 2011, I was copied on an email from Mr. Towns to Mr. McCrea
with the subject “Methods to Reduce Reliance on Cash in BC Casinos,” with an attachment
bearing that same name. A true copy of this email, with the attachment, is attached as Exhibit 2

(BCLC0015760, BCLC0015761).
b. Steering Committee on Cash Alternatives

19. I recall that during this period, there were many intra-organization and inter-organization
committees and meetings on anti-money laundering (“AML”) and cash alternatives. I sat on
various committees as VP Casino in a supporting role. The responsibility for AML at BCLC lay

with the Security division.

20. One such committee that I was a part of as VP Casinos and Community Gaming was a
Steering Committee working on cash alternatives in 2011, entitled the “Casino Cash and
Payment Business Process Enhancements Project Steering Committee”. A true copy of the

Terms of Reference of this Steering Committee are attached as Exhibit 3 (BCLC0011927).

21. The purpose of this Steering Committee was to explore the use of cash alternatives, in
order to reduce patrons’ reliance on cash, by overseeing the overall direction of the casino cash
and payment business process enhancement project and the impact on BCLC’s processes and
AML regime. The Steering Committee held discussions about many different possible cash

alternatives.
22. 1recall that Mr. Towns was Chair of this Steering Committee.

23. The Terms of Reference of the Steering Committee, attached above as Exhibit 3
(BCL0011927), were approved at the October 31, 2011 Steering Committee meeting. A true
copy of the minutes of this meeting are attached as Exhibit 4 (BCLC0011893).

24. Through 2012 and 2013, I recall that the focus was on introducing cash alternatives and
getting these adopted and implemented in casino operations. I was advised of decisions to

implement new cash alternatives during the 2012 and 2013 period.



25. InMarch 2012, I attended a joint executive meeting including BCLC and GPEB to discuss
AML priorities, including the decision to implement a number of cash alternatives. These cash
alternatives included, among other things, cheque holds, debit machines at the cash cage, Patron
Gaming Fund (“PGF”) accounts, and convenience cheques. I recall that BCLC began to roll out
these cash alternatives in April 2012 in all casinos. As these initiatives were introduced, BCLC
played a role in setting the parameters for these cash alternatives to ensure a level playing field

between Service Providers.

26. Irecall learning from Mr. Towns in or around July 2012 that the combination of the PGFs
and the debit machines at the cash cage had already taken $17 million in cash out of the system
since April 2012. By October 2012, I learned that there were 179 PGF accounts. I recall that
BCLC worked with Service Providers to encourage greater uptake on the PGF accounts and

GPEB appreciated this.

27. While I was a member of the Steering Committee on Cash Alternatives, I was also a
member of the Casino Service Providers Working Group, which comprised representatives of
BCLC and Casino Service Providers. True copies of the minutes of the meetings by the Casino
Service Providers Working Group on October 28, 2011 and December 15, 2011 are attached as
Exhibits 5 (BCLC0011888) and 6 (BCLC0011887) respectively.

28. I recall that the Casino Service Providers Working Group provided a forum for BCLC and
Casino Service Providers to discuss cash alternatives being considered as part of the Casino Cash

Payment Business Process Enhancements Project.

29. Following one of these Casino Service Providers Working Group meetings, on or about
November 11, 2013, I received an email from Mr. Brad Desmarais, who was then Vice President
of Security and Compliance, following a conversation during this meeting. Mr. Desmarais
emailed about concerns about the mechanisms by which money flowed from Macau to BCLC

casinos. A true copy of this email is attached as Exhibit 7 (BCLC0015974).
¢. Meeting between Terry Towns, Ross Alderson, Steve Beeksma and Stone Lee

30. Inoraround April 2012, I received a call from Mr. Peter Goudron. I knew Mr. Goudron to

be at that time an executive with the Great Canadian Gaming Corporation (“GCGC”). During



our call, I recall that Mr. Goudron complained about BCLC Investigators speaking to players at
GCGC facilities. Itold Mr. Goudron that BCLC Investigators were simply required to do their
jobs. I did not tell Mr. Goudron that BCLC Investigators would stop speaking to patrons.

31. 1did not have the authority over BCLC investigators as VP of Casinos and Community
Gaming. As a result, following my call with Mr. Goudron, I advised Mr. Towns of Mr.
Goudron’s complaint. As Vice President of Security and Compliance, Mr. Towns was
responsible for overseeing BCLC’s investigators. I held the understanding at that time that the
BCLC security team were starting to focus on cash facilitators and trying to clamp down on this.
I recall Mr. Towns saying to me that BCLC’s security team were communicating with high limit
players and telling them not to use cash facilitators. It was Mr. Towns’ initiative to put BCLC

security personnel inside the casinos.

32. Ilater learned of a meeting that occurred in Mr. Towns’ office that included some BCLC
Investigators. I do not recall the date that I became aware of this meeting, but I believe that I
only became aware of it a number of years later. I do not have specific knowledge of who
attended this meeting. In my experience with Mr. Towns, I respected him as a man of high

integrity.

33. 1did not have any concerns with BCLC investigators speaking with players in casinos. In
my view, it was incumbent on BCLC investigators to do all they could to make sure that they
were operating consistent with AML rules and guidelines. In my view, it did not make sense to
have BCLC investigators in casinos if they could not speak to players. At the time that I received
the call from Mr. Goudron and to this day, I do not have any concerns with BCLC investigators

speaking with players in casinos.
d. High Limit Tables

34, One plan that resulted from the Casino Business Strategy was the Table & E-Table Games
Strategy Document, created by the Casino Product Management team in 2012, a true copy of

which is attached as Exhibit 8 (BCLC0016589).

35. 1 was particularly interested in this Table Games Strategy as BCLC believed that Table
Games like Blackjack, Roulette and Craps were opportunities to develop Casual, Light and



Moderate players to enjoy the casino experience more. The challenge in offering low limit table

games is that it may not be cost-effective for Service Providers.

36. The Table Games Strategy was driven by a focus on the customer and its primary
initiatives were around games and bet limits for light, casual and medium players. The Table
Games Strategy also addressed the High Limit Table category using a customer focus lens.
BCLC’s Service Providers provided BCLC with insight into these players’ preferences and play

behaviour.

37. 1 was aware that River Rock and Edgewater were planning to add more private High Limit

rooms.

38. On or about January 29, 2014, I received a letter from Mr. Jerry Williamson, Director of
Gaming Facilities in the BCLC Casino and Community Gaming Division, regarding the opening
of the Edgewater Casino High Limit Room on January 31, 2014. A true copy of this letter is
attached as Exhibit 9 (BCLC0008128).

39. As VP Casinos and Community Gaming, I was responsible for the ultimate approval of the
opening of the Edgewater Casino High Limit Room by BCLC. Although I approved the direction
that this should move forward, I recall that no new casino gaming area could open without the

approval of the BCLC Security team.
e. Changes to Bet limits

40. During my tenure as VP Casinos and Community Gaming, I received a recommendation
by the Casino Product Marketing Team to raise the betting limit for high limit tables to $10,000 a
spot, for a total of $90,000 per table for a hand. I was told by Mr. Darren Jang that this that this

was in response to a request made by GCGC.

41. 1recall a trial program of expanded limits in the High Limit or Private Rooms in early
2013. We did not seek or receive GPEB approval for this trial. The Director of Casino
Operations had the approval responsibility for bet limits.

42. Between January 2013 and February 2013, I was copied on letters sent to Service Providers

inquiring whether each Service Provider would be interested in participating in a trial of



expanded limits in the High Limit or Private Rooms. Attached are true copies of the following

letters on which I was copied:

a. Exhibit 10 (BCLC0008129) is a letter from Mr. Serge De lure, Director of
Operations, BCLC Casino and Community Gaming, to Mr. Goudron of Great
Canadian Casinos, dated January 30, 2013;

b. Exhibit 11 (BCLC0012455) is a letter from Mr. De lure to Mr. Jag Nijjar of
Gateway Casinos & Entertainment, dated February 4, 2013; and,

c. Exhibit 12 (BCLC0012456) is a letter from Mr. De lure to Ms. Lynn Holt of
Paragon Gaming Inc, dated February 4, 2013.

43. On or about February 7, 2013, I was copied on a letter from Mr. De lure to Mr. Rob
Mclntyre approving the River Rock Casino moving forward with the trial expansion of table
limits in the High Limit and Private Rooms commencing on February 7, 2013. A true copy of

this letter is attached as Exhibit 13 (BCLC0012454).

44. 1do not recall if Gateway Casinos or Paragon also participated in this trial expansion of

table limits in the High Limit and Private Rooms.

45. On March 7, 2013, I sent an email to all BCLC Senior Executives summarizing the
performance during the 2013 Chinese New Year, a true copy of which email is attached as

Exhibit 14 (BCLC0015175).

46. Inmy March 7, 2013 email, I forwarded to the BCLC Senior executives an internal BCLC
email exchange between February 19, 2013 and March 7, 2013. This internal email exchange
made apparent that Chinese New Year 2013 was marked by a significant increase in performance
over the Chinese New Year 2012.1 explained to BCLC Senior Executives that a key driver of
these results was the tactic within the Table Games Strategy to increase bet limits on regular and

high limit floors.

47. Subsequently, later in 2013, under my direction, BCLC made a request to GPEB to
increase the table aggregate limits in casinos. I believed that it was prudent in the spirit of

collaboration and prudent to provide proper context to share with GPEB our Table Games



Strategy and request approval for the changes we were seeking including, among other things,
approval for the changes to High Limit table aggregate bet limits. This was done in or around
June 2013. To the best of my recollection, I believe I was informed that when Ms. Suzanne Bell,
GPEB’s Director of Policy, the increase in bet limits for High Limit Baccarat, she decided to

seek the direction and approval of the General Manager.

48. On or about December 12, 2013, I sent an email responding to Mr. Graydon regarding the
request to GPEB to increase the table aggregate limit for high limit tables and BCLC’s interest in
approving this increase by early January and before Chinese New Year. A true copy of my email
is attached as Exhibit 15 (BCLC0016541). 1 received a reply by email from Mr. Graydon that
same day, a true copy of which is attached as Exhibit 16 (BCLC0016542).

49. On or about December 17, 2013, I exchanged several emails with Mr. Graydon and Ms.
Susan Dolinksi, who was Vice President, Communications and Social Responsibility at BCLC,
regarding the status of BCLC’s request to GPEB to increase the limits for high limit tables and
the indication from GPEB that this was going to the Minister for approval. A true copy of these
email exchanges are attached as Exhibits 17 (BCLC0016543) and 18 (BCLC0016546).

50. On or about December 18, 2013, I received an email from Ms. Dolinski forwarding a copy
of a draft Briefing Note being prepared within GPEB for the Associate Deputy Minister relating
to BCLC’s request to GPEB to increase table aggregate limits in casinos with her comments
Attached as Exhibit 19 (BCLC0015179) is a copy of the email, dated December 18, 2013, from
Ms. Dolinski, without attachments.

51. Attached as Exhibit 20 (BCLC0015178) is what I believe is a true copy of the draft

briefing note provided to Ms. Dolinski, without her comments added.

52. 1 recall that BCLC received notice from GPEB that they did not need to approve this
change in table betting limits, and so BCLC moved forward with this initiative. BCLC offered
Service Providers the opportunity to increase table betting limits to $10,000 per spot and
implement an aggregate table betting limit of $100,000 at a private table.

53. It is important to note that $100,000 for aggregate bets for one hand at a baccarat table was

the upper limit that a Service Provider could offer to a player or players at a table. It is a Service

9



Provider’s decision whether to allow a player to bet the maximum bet based on their table bet
risk management. I am not aware of how often or whether Service Providers ever allowed a

patron to bet $100,000 on one hand of Baccarat.

54. The decision to increase the bet limits was not taken lightly. Before approving the increase
in betting limits, I asked the project management team if the BCLC Security team had reviewed
the proposal. I recall that I received confirmation from Mr. Darren Jang, the Manager of Casino
Products, that the Security team was prepared for and comfortable mitigating any risk with the
AML systems in place at the time. I am not familiar with the process that the BCLC Security
team went through to assess the money laundering risk associated with the increase in betting
limits in 2014. I am not aware if the BCLC Security team reduced its analysis of the increase in

betting limits to writing.

55. In or around December 3, 2014, I received emails relating to further potential increases in
betting limits to $250,000. This never went anywhere and BCLC did not pursue this increase. A
true copy of this email exchange is attached as Exhibit 21 (BCLC0007377).

56. Attached as Exhibit 22 (BCLC0016642) is a table summarizing the increases in bet limits.
I have reviewed this table and I believe it to be true to the best of my knowledge. 1 believe this to
be true as it appears the bet limits were set for different casinos depending on their interest or
capability. I recall hearing in Executive meetings when I was the VP of Lottery in around 2007

or 2008 that River Rock’s bet limits were $5,000 per spot and up to $45,000 per table
f. Michael Graydon’s Departure

57.  While in the position of VP Casinos and Community Gaming, I was aware for some time
that Mr. Graydon was unhappy with his compensation. I was not surprised when Mr. Graydon

departed from his position at BCLC.

58. I was surprised to learn that, upon his departure from BCLC, Mr. Graydon joined a BCLC
Service Provider, Paragon/Parq. I recall learning from Mr. Rod Baker, the CEO of GCGC, that
GCGC was very concerned about the implications of Mr. Graydon working with a Service

Provider immediately after leaving BCLC.
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III. President and CEO of BCLC

59. In February 2014, I was appointed as interim President and CEO of BCLC. On or about
April 11,2014, T received a letter from Mr. Bud Smith, Chair of the BCLC Board of Directors,
dated April 11, 2014, confirming my appointment as interim President and CEO effective
January 30, 2014. A true copy of this letter is attached as Exhibit 23 (BCLC0010531).

60. On or about March 31, 2015, I received a letter from Mr. Smith appointing me as
permanent President and CEO of BCLC effective April 1, 2015. A true copy of this letter is
attached as Exhibit 24 (BCLC0010532).

61. 1remain in the position of President and CEO at present, but I have been on medical leave

since September 2019.

62. The roles and responsibilities of the BCLC President and CEO have remained constant
during my tenure. Ihave a broad mandate within the organization. I am responsible for
providing leadership and direction in strategy, marketing, and product development, as well as
operational responsibility for the provision of products, services, and support for patrons and
business partners. I have duties and responsibilities in a range of areas, including in the areas of
Leadership, Corporate Strategy, Planning and Reporting, Policies and Controls, Risk
Management, Human Resources, and External Relationships. Broadly speaking, my

responsibilities include:

a. Leading and managing the Executive team responsible for the operations of
BCLC on a day-to-day basis in accordance with the parameters established by the
Board of Directors of BCLC;

b. Providing overall leadership and vision in developing the strategy necessary to

realize the organization’s objectives and manage risks; and

¢. Ensuring strategic and annual plans are effectively implemented, the results are
monitored and reported to the Board, and financial and operational objectives are

attained.
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63. Iam aware that BCLC is mandated by the Province of British Columbia to conduct and
manage the commercial gambling business in British Columbia in a socially responsible manner
for the benefit of all British Columbians, that is, in a positive economic, social and

environmental way. To that end, my responsibilities include:

a. Responsibility for fostering a corporate culture that promotes ethical practices and

encourages individual integrity and social responsibility; and

b. Ensuring that all operations and activities of BCLC are conducted in accordance
with laws and regulations, and BCLC’s policies and practices, including its

Standards of Ethical Business Conduct.

64. 1take pride in BCLC’s social responsibility mandate and worked diligently through my
tenure to help BCLC to fulfill this mandate. I am personally committed to social responsibility
and this underpins my leadership approach and management to the organization, including in the
area of money laundering. I am very concerned about the potential for money laundering in

British Columbia and in the gaming sector in particular.
a. BC’s Unique Gaming Market

65. Iam convinced, based on my experience as President and CEO of BCLC, of the
uniqueness of British Columbia’s gaming market within North America. Traditionally, North

American casinos receive 80% of their revenue from slot machines and 20% from table games.

66. I learned in or around 2012 that only two casinos in North America had an equal split
between slot machines and table games: River Rock Casino and Edgewater. This trend continued

recently with Parq.

67. 1am aware that there has been significant interest in the Vancouver market by other casino
operators. As one example, I recall learning that Caesar’s had an office in Vancouver from which
they would recruit players and fly them to Law Vegas on a corporate jet. I am aware that the
casinos MGM, the Venetian/Sands, Resorts World/Genting and Wynn also recruited in

Vancouvet.
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68. Given my knowledge of the gaming market in British Columbia, I was not surprised to
learn from Mr. Robert Scarpelli of HLT Advisory, that when asked by the Massachusetts
Gaming Commission why he was interested in opening a casino in Boston, Mr. Steve Wynn,
who was then Chairman and CEO of Wynn Resorts, said that there were only two markets in
North America outside of Law Vegas he would be interested in: Boston and Vancouver. I was
told he stated the reason was their research unveiled that Boston and Vancouver had very good
schools and universities and many wealthy Asians were relocating to those cities or sending their
children there to further their children’s education and would come to visit regularly. Wealthy

Asian business people were a primary target market for Wynn casinos.
IV. Marketing British Columbia Casinos

69. Inmy position as VP Casinos and Community Gaming, the marketing team for BC casinos
reported to me. As President and CEO, I learned of marketing initiatives through the BCLC Vice

Presidents responsible for corporate services, casinos, lotteries and e-gaming.

70. 1 am aware that BCLC and the Service Providers had a marketing committee for BC
casinos and agreed on delegating responsibilities to BCLC and Service Providers, but I did not

sit on this committee as either VP Casinos and Community Gaming or as President and CEO.

71.  During my time as President and CEO of BCLC, it was my understanding that there was an
arrangement with the Service Providers that BCLC would focus on growing the low-limit play
by developing the “light and casual” player base and the Service Providers would market to core

custometrs.

72. BCLC did not market to customers outside of Canada. I am similarly not aware of any

Service Providers marketing outside of Canada.
73. I am not aware if the marketing committee ever discussed international marketing.

74. On or about June 17, 2013, I received an email from Mr. Graydon. Mr. Graydon forwarded
to me an email from Mr. Baker with a GCGC briefing note proposal to BCLC entitled

“International Incremental Revenue Program”. A true copy of this email from Mr. Graydon and
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this Briefing Note are attached as Exhibit 25 (BCLC0008094 and BCLC 0008095). I recall that

GCGC wanted to grow the international business.
75. 1do not recall having a conversation with Mr. Graydon about this proposal by GCGC.

76. BCLC ultimately declined this proposal. I recall that High Limit and VIP play were not my
focus for growth. As I explain in greater detail elsewhere in my affidavit, I was focused on
growing the large light and casual player base, consistent with BCLC’s casino strategy and
vision to shift from 80% of BCLC’s revenue coming from just 10% of players to 80% of the

revenue coming from 20% of players.
V. Awareness of Growth in Large and Suspicious Cash Transactions

77. 1do not recall receiving information early in my tenure as VP Casinos and Community
Gaming as to the source of large quantities of cash used by patrons. I do recall learning about
cash facilitators who would deliver money to players at casinos. This was a real and significant
concern for BCLC. I understood that a lot of effort was being put in by BCLC’s Security team to

remove cash facilitators or loansharks from casinos.

78. 1 understood that the perception associated with large quantities of cash entering casinos

was not a good one for BCLC or for the casino industry generally.

79. 1understood that there was a risk that this money may be the proceeds of crime. The risk of
proceeds of crime being used at casinos was always a concern. BCLC had long been concerned
about drug dealers in casinos: criminals are risk takers and there is a high likelihood they would
be interested in playing in casinos. The primary reason that BCLC wanted to establish an
information-sharing agreement with the RCMP was to allow BCLC to pro-actively ban these
players. In the late 2000s, Mr. Towns put BCLC personnel into casinos in part to help to keep the

criminal element out of casinos.

80. During my tenure as VP Casinos and Community Gaming, I understood that there was a
lot of confidence by BCLC’s Security Team and the Vice Presidents Mr. Towns and
subsequently Mr. Desmarais, who I knew to be experienced former police officers who were

smart and trustworthy, that identifying players that came in with large amounts of cash and
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reporting these transactions to the Financial Transactions and Reports Analysis Centre of Canada
(“FinTRAC”), the Gaming Enforcement Policy Branch (“GPEB”) and the police, mitigated

against the risk of criminality.

81. Ido not recall any efforts by BCLC’s Security team to determine how difficult it would be
to get large quantities of cash from a bank, although they may have undertaken this work. I do
recall that some work was done during my tenure as CEO to look into how MSBs packaged
money. It is my recollection that the security team investigated how Money Service Bureaus
bundled there money and determine that they were doing so in a manner that was consistent with
how it was being received at the casino. To my recollection, Mr. Kroeker, who was then Vice
President of Legal, Compliance and Security and Chief Compliance Officer at BCLC, would
have had oversight of that work.

a. BCLC Anti-Money Laundering Unit

82. In 2013, BCLC under the stewardship of Mr. Desmarais created an Anti-Money
Laundering Unit (“AML Unit”) which was responsible for reviewing and monitoring existing
AML measures and implementing further AML measures to respond to identified risks. It has the
authority to act independently, including barring certain patrons, advising casino service
providers not to accept cash from certain patrons, and working closely with regulatory and law
enforcement agencies, including weekly meetings to discuss high value customers and
transactions. The BCLC AML Unit used open source data points and information received

through an information-sharing agreement with the RCMP to check for potential risks.

83. All members of the AML Unit received certification from the Association of Certified
Anti-Money Laundering Specialists (“ACAMS”). ACAMS is the largest international
membership organization of Anti-Financial Crime professionals, which supports individuals and
organizations to end financial crime through providing professional education, among other

things.

84. After I became CEO of BCLC, I was no longer directly involved in BCLC’s AML efforts,
such as the Steering Committee on Cash Alternatives or the AML Task force. I relied on the

Vice President of Security and Compliance for updates and guidance on ongoing and emerging
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AML issues and to raise these issues to me where they required my involvement. These updates
included information on specific patrons where appropriate. As one example, on November 26,
2014, I received an email from Mr. Desmarais updating me on activities of a VVIP and advising
me that all Lower Mainland casinos had been advised not to accept cash from this VVIP until
interviewed by BCLC investigators. A true copy of this email is attached as Exhibit 26
(BCLC0007975).

85. During my time as President and CEO of BCLC, the AML Unit’s size and resources
expanded. I approved elevating the position of leader of the AML unit from a Manager position
to a Director position, to reinforce and ensure the authority of this individual within BCLC and

to reflect the priority being given to AML initiatives.

86. Ihad and continue to have complete confidence in the AML Unit. Throughout my time as
CEO, I have made clear my position: I am prepared to invest in the AML Unit and to provide the
AML Unit with whatever resources and personnel it required to develop a strong AML strategy.
This is consistent with the direction that I received from the BCLC Board of Directors when I
became interim CEO. From the start, the Board of Directors agreed with me that when looking at

cost management, we should not touch AML work or risk management.

87. 1am confident that the AML Unit built a strong AML mitigation system to ensure that
BCLC knew its customers and to ban and place conditions on players where appropriate, based
on a risk-based approach. I trusted my team to be doing their due diligence where an unusual
financial transaction was reported by a Service Provider, and that the AML Unit would look into

the players’ background to look at the source of wealthy and source of funds issues.

88. BCLC was aware of capital flight restrictions in China, and the question of how foreign
national were getting money into Canada was an obvious one. Initially, the focus of the AML
Unit was on the source of wealth of these VIP players. I was advised that these VIP players were
very wealthy, and owned residences and businesses in Canada. Some had children attending

school or university in Greater Vancouver.
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89. In 2014, the source of cash became more of a concern to BCLC. We had seen a marked
increase in table game revenue and the AML Unit wanted to ensure our controls were working.

This led to the focus on the source of funds/cash beginning in earnest in 2015.

90. BCLC became aware that as it clamped down on suspicious cash, illegal casinos were

opening up. I recall that these illegal casinos were advertising for dealers in newspapers in

Richmond.

91. I am aware that in BCLC’s fiscal year 2014/15, there was a large increase in BCLC’s
business, particularly with respect to high limit table games. I continued to keep the BCLC
Board of Directors apprised of developments with respect to high limit table games leading up to
and following 2015 and the risks involved. For example, on or about December 11, 2014, I asked
our staff to make a Powerpoint presentation to the BCLC Board of Directors about High Limit
(VIP) Baccarat. A true copy of this Powerpoint presentation is attached as Exhibit 27
(BCLC0008104).

92. Irecognized at the time, in the face of large increases in BCLC’s business in 2014 and
early 2015, that it was important, given this increase, to ensure that BCLC’s AML controls were
working properly and mitigating any type of risk. The priority that I placed on this is reflected in
the presentation that I made on March 5, 2015, to the Corporate Security & Compliance
Divisional Meeting. I also reinforced in this presentation BCLC’s strategy to grow its player
base, as the existing concentrated player base and the reliance on high limit tables was too risky.
A true copy of my speaking notes for this presentation are attached as Exhibit 28

(BCLC0011934).

93. Accordingly, with the large increase in BCLC’s business in 2015, the BCLC Security team
introduced more stringent requirements on the source of funds. This involved placing players
who could not demonstrate the source of their funds on conditions so they could not play with
cash anymore and also barring many VIP patrons. This was first introduced in Spring of 2015.

BCLC expanded this program significantly in September 2015.

94. 1 am aware that the sourced cash conditions program created concerns for service providers

about the impact on revenue. On or about September 11, 2015, I was copied on an email
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exchange between Mr. Desmarais and Mr. Graydon, then at Parq casino, about this topic. A true

copy of this email exchange is attached as Exhibit 29 (BCLC0004503).

95. As CEO, I tried to respond to concerns raised by Service Providers as the sourced cash
conditions program rolled out. I believed it was important to acknowledge and respond to
concerns raised by service providers, in order to secure their buy in for AML measures such as
these. As one example of this, after receiving a phone call from Rod Baker, CEO of GCGC, I
told him that BCLC Seccurity personnel needed to conduct these interviews for AML reasons. 1
could not tell him about the information we had recently learned from the RCMP as it was an on-
going investigation. I sent an email to Mr. Rod Baker at Great Canadian on or about September
14, 2015, a true copy of which is attached as Exhibit 30 (BCLC0004499). In this email, I

responded to concerns expressed by Mr. Baker during a phone call relating to patron interviews.

96. 1 believe that the implementation of the sourced cash conditions had a significant impact
on the role of cash facilitators, who were previously providing cash to these VIP players. The
implementation of sourced cash conditions resulted in a dramatic reduction of the number of
STRs and a drop in cash buy-ins as well. I received regular updates on the trends in Suspicious
Transaction Reporting (“STR”). These were mostly verbal updates from Mr. Desmarais and Mr.
Kroeker. In these updates, 1 would be briefed on the trends in STR reporting and a discussion of
the circumstances that accompanied these STR trends. For example, one such update was
provided by Mr. Kroeker in a Briefing Document dated January 22, 2017, a true copy of which is
attached as Exhibit 31 (BCLC0004348). I also recall that Mr. Kroeker prepared updates on
trends in STR reporting for others. For example, attached as Exhibit 32 (BCLC0006409) is a
powerpoint presentation entitled “Suspicious Transactions.” To the best of my recollection, this

was part of a presentation made by Mr. Kroeker to the AML Deputy Ministers’ Committee.

97. Following implementation of the sourced cash conditions program, during my tenure as
President and CEO, BCLC continued to build on and improve its AML program through many

initiatives claborated further in the paragraphs that follow in my affidavit.

98. There were a number of enhancements to BCLC’s AML efforts in 2016 including, but not
limited to: increasing the diligence around barring and putting players on sourced cash

conditions, based on their risk level; increased capabilities in regard to source of wealth and

18



source of funds inquiries flowing from improved information sharing with law enforcement;
restructuring of BCLC’s investigative and AML departments to increase staff resources
dedicated to AML; creation of a new management position in the AML department; committing
to funding for the Joint Illegal Gaming Investigation Team (JIGIT); updated and enhanced
information sharing agreement with the RCMP to better support JIGIT; supporting JIGIT and
GPEB with information and casino orientation training; improving the use of cash alternatives,
including the availability of delimited convenience cheques and enabling international electronic
transfers (non-cash buy-ins); updated slot machine AML risk analysis; and, creation of new

AML analytical capability and enhanced customer monitoring.

99. BCLC’s efforts to build on and improve its AML program continued through the years
following. Some of these efforts included: reasonable measures implemented by BCLC in June
2017; bank draft receipting requirements implemented in December 2017; implementation of Dr.
Peter German’s Source of Funds Declaration and of receipting requirements in January 2018;
further expansion of the AML Unit in January 2018; casino chip rules implemented; and de-
risking Money Services Bureaus in March 2018, among others. After June 2018, BCLC was
focused on improving its AML regime through implementation of the recommendations made by
Dr. German in his report entitled Dirty Money: An Independent Review of Money Laundering in
Lower Mainland Casinos conducted for the Attorney General of British Columbia, dated March
31, 2018 (the “German Report”).

100. T add that I have never been an advocate of the high limit table business. It is my
understanding that the growth of the high limit table games was due to three main factors: the
investments by service providers to increase and improve the number of high limit rooms/tables
at River Rock, Edgewater, Grand Villa, Starlight and Hard Rock; the massive influx of
investment and immigration into BC from China; and the higher bet limits allowing service

providers to offer a product these wealthy players wanted.

101. Apart from the money laundering risk that is associated with it, I have always been
concerned about relying too heavily on high limit business as a source of business and having
such a concentrated player base. I did not believe that BCLC could build a long-term business

based on these high limit players. There was a risk that these players could leave at any time.
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Although BCLC’s baccarat hold rate was strong, I was conscious that it could drop based on the
luck of the cards also. I also had concerns that relying too heavily on high limit business posed a

social responsibility risk due to potential problem gambling and money laundering risks.

102. My concerns about relying too heavily on the high limit table business are reflected, for
example, in the speech I delivered to the Corporate Security & Compliance Divisional Meeting

on March 5, 2015, attached above as Exhibit 28 (BCLC0011934).

103. Because of my concerns, I encouraged BCLC to focus on expanding the player base at
lower levels (the “light and casual” players). This is reflected in the Table Games Strategy
attached above as Exhibit 8, which included a number of strategies aiming at growing the casual,
light and medium levels. I also encouraged using incentives to encourage the Service Providers
to do so. For example, we increased the commissions for Low Limit Table games from 40% to
60% to encourage Service Providers and in the new Operating Service Agreements with Service
Providers, BCLC put in place an increase in commission rates for table games situated on the
main floor. The new agreements did not include an increase in commission rates for high limit
table games situated in private rooms, based on a direction by Minister Eby. The new Operating
Services Agreement was the product of a collaborative long-term planning process undertaken
with the assistance of several industry consultants and included Service Providers, GPEB and the

Government.

104. In or around 2018, I first became aware of a spreadsheet disclosing that there were $20M
in cash buy-ins in July 2015, of which $14 million were in $20 bills. I was not aware of this

document before this time.
VI. BCLC Efforts to Engage Police

105. I am aware that the BCLC Security Team made efforts to get police interested in
investigating cash facilitators during my time as VP Casinos and Community Gaming. These

efforts continued when I became President and CEO.

106. 1 was informed by Mr. Demarais that there were numerous requests made to the police in
2014 and 2015. These requests included the BCLC Security Team providing to the police in
2014 a list of 10 cash facilitators that BCLC suggested as targets for further investigation.
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107. Idid not observe a lot of action by the police in response to these requests by BCLC. I was
told by Mr. Desmarais that the individual police officers that BCLC was speaking to about the
need for further investigations were demonstrating a lot of interest in the issue, but BCLC was

told that they were having a difficult time getting action by their superiors.

108. Once I became CEO of BCLC, I became more acutely aware of BCLC’s efforts to engage
law enforcement around issues relating to potential money laundering in BC casinos. Not being a
former police officer myself, I relied on individuals such as Mr. Desmarais, Mr. Kroeker, and the
BCLC Security Team, who had the necessary backgrounds and expertise, to engage with law

enforcement.

109. 1 believe that these efforts to engage law enforcement were greatly facilitated by the
existence of the limited information sharing agreement (“ISA”) executed with the RCMP by
BCLC in 2014, as this substantially increased BCLC’s capability to assess the risk associated
with certain customers and transactions. I am aware that, in or around October 2015, the ISA was
temporarily suspended. I understood that this suspension was precipitated by concerns expressed
by Mr. Len Meilleur, the Executive Director of Compliance at GPEB, that BCLC should not
have an ISA with the RCMP. Following intervention by Mr. Kroeker, this ISA was reinstated in
November 2015. I recall that, when I ultimately spoke to Mr. John Mazure about these events, he

apologized to me. I do not recall the date of this conversation with Mr. Mazure.

110. I am aware that in 2014, BCLC met with RCMP Federal and Serious Organized Crime
(“FSOC™) to make a formal complaint and to provide information that it had developed about an
individual that BCLC believed was providing cash to some casino customers in circumstances
BCLC found concerning. I expected that in the ordinary course these are the types of transactions
and individuals that would be the subject of STRs submitted to the Financial Transactions and

Reports Analysis Center of Canada (“FinTRAC”).

111. I am aware that BCLC shared more information with the RCMP pursuant to the ISA and in
response to inquiries by the RCMP related to the BCLC complaint through 2014 and 2015.

112. I am aware of a s. 86 Report prepared by Mr. Ross Alderson, BCLC Director of AML, in

response to a request by Mr. Len Meilleur for information relating to the initial complaint made
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by BCLC to FSOC in 2014. I do not recall how or when I became aware of this s. 86 report, but I
believe that I only saw it a number of years later. I have reviewed the s. 86 report submitted by
Mr. Alderson and I do verily believe that it accurately captures BCLC’s interactions with FSOC
relating to this 2014 complaint. A true copy of this s. 86 Report, submitted by Mr. Alderson, is
attached as Exhibit 33 (BCLC0004207).

113. On or about July 15 2015, I was informed by Mr. Alderson that the RCMP had evidence
that a Money Services Business in Richmond was using proceeds of crime to lend money to
people, including casino patrons. A conference call was set up to occur within the next week
with members of GPEB and the RCMP. On or about July 22, 2015, I participated in a call with
members of BCLC, GPEB and the RCMP. I do not recall specifically which individuals were on
this call. During this call, the RCMP advised BCLC of a money services business in Richmond
lending out proceeds of crime that may be used to gamble in BC casinos. I consider the receipt of
this information from the RCMP as a pivotal moment. To my knowledge, this is the first time
that BCLC was told directly by law enforcement that they had evidence indicating that people
were bringing in proceeds of crime to lend to patrons in casinos. It immediately became
apparent to me that BCLC needed to do something further around the identification of customers
and source of wealth, but also to understand the source of money itself. BCLC acted quickly in
response to this information, with the AML Unit ramping up their cash conditions program by
interviewing players who may have been connected with Paul Jin and those players who were

deemed high risk.

VII. September 2015 Meeting with Minister de Jong and the creation of the Joint
Illegal Gaming Investigation Team (“JIGIT”)

114. In meetings with the Minister of Finance, Michael de Jong, the Attorney General, Minister
Eby, I and other members of BCLC have consistently emphasized that law enforcement is
essential, not just to lay charges but to provide an element of disruption that allows BCLC to stay

ahead of the criminal element.

115. On or about August 24, 2015, I sent a letter to Minister de Jong in which I set out BCLC’s

recommendation for the creation of a dedicated law enforcement unit with the mandate to
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investigate and prosecute all serious gaming related criminal offences. A true copy of this letter

is attached as Exhibit 34 (BCLC0004514),

116. I recall that on or around August 30, 2015, I received an email from Mr. Alderson with
speaking notes in a Question & Answers Document in anticipation of a meeting with Ms. Cheryl
Wenezenki-Yolland, the Associate Deputy Minister of Finance. To the best of my recollection,
this meeting with Ms. Wenezenki-Yolland was in anticipation of an upcoming meeting with
Minister de Jong. A true copy of the email that I received from Mr. Alderson with the Questions

& Answers Document is attached as Exhibit 35 (BCLC0008972 and BCLC0008973).

117. In September 2015, I attended a meeting with Minister de Jong. Also in attendance were
Mr. John Mazure, the Associate Deputy Minister and General Manager of GPEB, Mr. Smith,
Ms. Wenezenki-Yolland, and Mr. Brian Menzies, the Minister’s Chief of Staff. The focus of this
meeting was the need for enforcement of AML. I recall that this meeting followed a call I made
to Mr. Mazure to express my concerns about reports of illegal casinos. Although I had no
evidence of BCLC chips being used in illegal casinos, [ was also concerned about this
possibility. I told Mr. Mazure that we needed to advise the Minister of these issues and ensure

law enforcement was investigating.

118. In the September 2015 meeting with Minister de Jong, BCLC expressed frustration that it
consistently sent information to FINTRAC, GPEB, and the RCMP, and then would see nothing
happen while the media reported that there was money laundering occurring in BC casinos. I
explained that in February 2015, BCLC submitted a report to the FSOC section of the RCMP
setting out its concern about rumours that a loan shark banned from BCLC casinos in April 2012
was reportedly operating an illegal casino. During this meeting, I described but did not identify
Mr. Paul Jin and explained how he had begun as a low-level loan shark and offered an example
of what happens when these issues are not addressed. I recall that Mr. Smith and I expressed our
view that the government needed to take action to protect the public and to protect the integrity
of gaming. Iremember the Minister expressing concern about the revenue impact of illegal
casinos. It was apparent to me that the Minister wanted to be proactive in dealing with the issues

we raised during this meeting.
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119. 1 also recall that, during this meeting with Minister de Jong, Mr. Smith stated to the
Minister that BCLC could easily exit the high limit table business if the government viewed the
risks as too great. Minster de Jong did not say that he wanted BCLC to exit the high limit table
business. Rather, he suggested that he would talk to the Solicitor General to see what greater

enforcement could be done. I understand that this ultimately led to the creation of JIGIT.

120. During this meeting, I recall that the issue of illegal casinos was discussed. Minister de
Jong stated that he would make inquiries into GPEB’s role and the scope of its authority
regarding illegal gaming outside of casinos but that he did not think that GPEB was equipped to
deal with these issues. Minister de Jong stated that he would convene a meeting with BCLC,
GPEB and the RCMP to coordinate a response to this issue. To my knowledge, this meeting did

not occur.

121. In October 2015, I was advised by Ms. Wenezenki-Yolland that the Minister wanted to set

up a new specialised police unit within Combined Forces Special Enforcement Unit (“CFSEU”).

122. The creation of JIGIT was formally communicated to me in December 2015. I was told
that JIGIT would be focused on money laundering risks inside of and outside casinos, with an
emphasis on organized crime. BCLC was required to contribute $3 million annually towards
JIGIT. BCLC ultimately sought to have this contribution recognized in our Cost Containment
Ratio so that it did not have to reduce our operating expenses a further $3 million and the

Minister agreed with this.

123. I received further information about the formation of JIGIT at a meeting in Vancouver in
February 2016 with Mr. Mazure, Mr. Clayton Pecknold, whose exact position I do not recall but
who I recall as being the head of police services for the Government, and the head of CFSEU,
Assistant Commissioner Kevin Hackett. T was briefed prior to attending this meeting by Mr.
Kroeker and Mr. Desmarais about the key concerns with JIGIT from BCLC’s perspective,
namely that the funding contributed by BCLC may not be targeted towards issues relating to
gaming and the need for this funding to be “ring-fenced’. I then raised these concerns during the
meeting. During the meeting, I learned that JIGIT would consist of two teams of 14-16
individuals with GPEB staff embedded within JIGIT. I offered BCLC’s assistance with

onboarding and orienting members of JIGIT.
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124. JIGIT was ultimately launched a couple of months later.

125. On or about April 12, 2016, I exchanged emails with Mr. Alderson and Mr. Kevin
Sweeney, who I believe was Director, Security, Privacy and Compliance at that time. In this
email exchange we discussed, among other things, the roles and responsibilities of JIGIT. A true
copy of this email exchange, dated April 12, 2016, is attached as Exhibit 36 (BCLC0004390). I
consider this interaction as an example of my commitment to doing the right thing, rather than
being concerned with who gets credit. My concern was with supporting BCLC’s AML and

Investigations team for their commitment to their work.

126. 1 first learned of JIGIT’s operations in or around October 2016, at a meeting at E-division
headquarters involving BCLC, GPEB and the RCMP. At this meeting, CFSEU advised that they
were targeting 110 targets within BC with a focus on organized crime. CFSEU stated that they
would provide updates every six months, in June and December. To my knowledge, BCLC did
not receive those formal updates, but I understood that there were many discussions with our

AML unit and Mr. Kroeker.

127. It was BCLC’s position that BCLC had no role in law enforcement. BCLC’s role was to

provide information, and BCLC had an existing information-sharing agreement with the RCMP.

128. T am aware that every time that a new member joined JIGIT, BCLC would provide that
individual with orientation to the casino industry. I did not participate in these orientations. I
learned from Mr. Kroeker that the JIGIT members who would receive this orientation appeared

to frequently move on to another detail shortly afterwards.

129. I understand that BCLC’s AML unit was to work closely with JIGIT and that there was
daily or at least weekly communication between BCLC and JIGIT at that level. I understood that
it was primarily the Director of the AML unit, first Mr. Alderson and later Mr. John Karlovcec,

who was the primary liaison with JIGIT.

130. On or about February 8, 2017, I received a letter from Mr. Mazure with the subject “Joint
Illegal Gaming Investigation Team” which provided, among other things, a copy of the Letter of

Understanding between the Ministry of Public Safety and Solicitor General’s Policing and
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Security Branch and GPEB. A true copy of this letter, dated February 8, 2017, without
enclosures, is attached as Exhibit 37 (GPEB1003).

131. On or about February 15, 2017, I sent a letter to Mr. Mazure with the subject “Joint Illegal
Gaming Investigation Team.” I sent this in response to Mr. Mazure’s letter dated February 8,

2017. A true copy of this letter is attached as Exhibit 38 (GPEB4962.001).
a. June 2017 JIGIT Arrests

132. BCLC occasionally received information that JIGIT was working on particular cases,
including the case that was ultimately designated as Silver International. I was advised by Mr.
Kroeker that it was anticipated that charges would be laid in this investigation in early 2017, but

this did not come to pass.

133. On or about June 13, 2017, early in the morning, I exchanged emails with senior BCLC
executives and with Mr. Smith after Ms. Laura Piva-Babcock received an email providing notice
of a press conference that same date at 10 am by CFSEU-JIGIT regarding details of the
investigation into an alleged organized crime network connected to illegal gaming houses and
money laundering. A true copy of this email exchange is attached as Exhibit 39

(BCLC0008419).

134. During the press conference that took place on June 13, 2017, BCLC learned of an
announcement by GPEB and JIGIT that nine individuals were arrested in relation to illegal
gaming houses and money laundering. To the best of my knowledge, attached as Exhibit 40
(GPEB1042) is a true copy of a press release by CFSEU dated June 13, 2017, relating to these

arrests.

135. 1 was surprised by this announcement on June 13, 2017, as I was not aware of any advance

notice given to BCLC before that morning. I was frustrated by the lack of advance notice.

136. I understood from an email that I received from Mr. Smith later on June 13, 2017 that he
was also frustrated by the announcement and what he perceived as the misinformation that

accompanied this announcement. A true copy of the email that I received from Mr. Smith, dated

June 13, 2017, is attached as Exhibit 41 (BCLC0010213).
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137. 1expected that BCLC employees would be as surprised about this June 13,2017
announcement as I was. To address this possibility, I addressed this announcement by GPEB and
JIGIT in the BCLC internal newsletter, YAK, in an article dated June 19, 2017. In this article, I
assured BCLC employees that BCLC worked closely with law enforcement and GPEB and had a
robust AML program. A true copy of my June 19, 2017 article in the YAK newsletter is attached
as Exhibit 42 (BCLC0011687).

138. Upon learning of the announcement by GPEB and JIGIT, on June 15, 2017, I sent a letter
to Assistant Commissioner Hackett with the s{lbject “Press Conference on Illegal Gaming and
Casino Money Laundering,” in which I requeéted the name of the nine individuals arrested,
among other things, in order for BCLC to ban them based on public safety concerns. I did not
receive a response. A true copy of my letter, dated June 15, 2017, is attached as Exhibit 43
(BCLC0000337).

139. I am aware that Mr. Kroeker similarly wrote to Mr. Meilleur on June 16, 2017, requesting
the names of these nine individuals, in order for BCLC to ban them. A true copy of Mr.
Kroeker’s letter with the subject “Press Conference on Illegal Gambling and Casino Money
Laundering”, dated June 16, 2017, is attached as Exhibit 44 (BCLC0000316). To my

knowledge, Mr. Kroeker did not receive a response.

140. I subsequently followed up with Minister Eby at a meeting held on or about October 23,
2017, discussed below in my affidavit, to seek his assistance in obtaining the names of the nine
arrested individuals. In this meeting, Minister Eby stated that he would seek to obtain the names
of the arrested individuals through the Solicitor-General. I later learned that the investigation

may still be ongoing.

141. 1 also recall that Mr. Smith expressed BCLC’s frustration that the RCMP and GPEB were
not provided with the names of the arrested individuals in a letter to Minister Eby dated May 30,
2018, attached as Exhibit 45 (BCLC0008443).

142. 1 did not understand why JIGIT and GPEB could not provide to BCLC the names of those
individuals who were already arrested. I was frustrated by this. I was very concerned that these

individuals could cause problems for BCLC, casino employees, and casino patrons, and felt that
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it was very important that it be able to keep these individuals out of casinos for public safety

reasons.

143. To my knowledge, the names of these nine individuals still have not been provided to

BCLC.
b. Impact of JIGIT

144. While I cannot draw a direct connection between the creation of JIGIT and changes in

patron behaviour, I was pleased to see greater investigation and enforcement focus.

145. To my knowledge, the largest drops in the number of suspicious transactions and large
cash transactions occurred in 2015 and in 2016, as a result of the efforts of the BCLC AML Unit

to place players on sourced cash conditions.

146. In my opinion, it is worthwhile to have a dedicated law enforcement team that is focused
on the investigation and enforcement of anti-money laundering with information received from
BCLC and is positioned with the authority to act upon it. It is critical that the unit be consistently
managed and run. Based on what I have learned about insidious nature of criminal activity, I am
supportive of a cross sector AML enforcement organization which may be more effective, as the
criminal element will move swiftly to find cracks in the system. To be effective, this sort of unit
probably should not be limited to gaming but its work should extend across other sectors of the
economy. Sectors like gaming or real estate or financial institutions would benefit from having
an AML system with a law enforcement organization that acted on the information provided to

it.
VIII. Roles and Capacities of GPEB and BCLC

147. 1believe that the current AML system in casino gaming has five layers of security as

follows:
a. The first layer of security is the Service Providers;

b. The second layer of security is BCLC;
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c. The third layer of security is GPEB,;
d. The fourth layer of security is FInTRAC; and,
e. The fifth layer of security is law enforcement/RCMP.

148. In my opinion, if these five layers of security are working collaboratively, then the AML
system has a reasonable prospect of being effective. The German Report made clear that these
five lines of security were not working in unison and that, as a result, there was frustration

among all of them.

149. Throughout my time as President and CEO of BCLC, I made active efforts to be
responsive to money laundering concerns in the gaming sector and to foster greater coordination
between these various lines of security. I regularly raised the need for greater collaboration and

coordination in meetings and by pressing for more resources and enforcement.

150. Tunderstand that it is not BCLC’s place to investigate money laundering: BCLC is not
responsible for leading investigations, as it does not have any enforcement authority. BCLC’s
role is to assist in combatting money laundering by providing information to GPEB and the
RCMP regarding potential illegal activity. In other words, BCLC’s role should be to provide
information through the regulator and the police. To that end, and in order to receive
information for BCLC to act on within its risk-based AML framework, I had no concerns with
the BCLC Security team ensuring that they had in place the proper controls and doing everything
that they could to ensure that casinos were operating under the guidelines and rules in place as

part of its AML regime.

151. In my view, the insidious nature of criminals means that the AML system requires
continuous evolution and collaboration among operators, regulators and law enforcement to
effectively address money laundering risks. In hindsight, there was a clear need for greater
collaboration and resources dedicated to AML among all gaming industry actors. I believe that,
knowing what is known now about money laundering, the dedication of more resources to
investigation and enforcement early on could have led a more effective approach to stopping
potential money laundering sooner. BCLC’s AML unit followed recognized Know Your

Customer practices that included Source of Wealth and through a risk-rating process determined
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Source of Funds as necessary. BCLC focused and acted on that which was visible to it, that is,
activity inside the casinos. However, it did not have the investigative authority or means to

complete a fulsome money laundering investigation.

152. In practice, during my time as VP Casinos and Gaming and/or as CEO, BCLC had to play
a much greater role beyond providing information, out of frustration that it continued to provide

information but did not see anything being done.
a. Conflict between BCLC and GPEB

153. As VP Casinos and Community Gaming, my engagement with government was limited to
GPEB staff. I participated in cross-functional meetings with GPEB. I was aware of an AML
Task Force that met regularly as well. Once I became CEO, I worked closely with the General
Manager of GPEB (Mr. Mazure), the Associate Deputy Minister (Cheryl Wenezenki-Yolland)

and others in the Ministry of Finance.

154. In my time as VP Casinos and Community Gaming and as CEO, BCLC has always and
continues to view GPEB as its regulator. BCLC took direction from GPEB and respected
GPEB’s authority. I see BCLC’s role in casino gaming as being the generator: BCLC brings the
technology, systems, games, marketing and the opportunities to open casinos. BCLC also has

an oversight role with regard to Service Providers who are contracted to operate the casinos. .

155. I believe that there needs to be a clear line between GPEB and BCLC. For the most part,
this line has been clear. There have, at times, been issues as the Gaming Control Act, SBC 2002,

c. 14, legislation is not clear.

156. In the 2012-2013 period, I recall that there was some lack of clarity about the respective
roles and responsibilities of BCLC and GPEB. I held the view that it was critical to clarify the
roles of each. As part of their attempts to clarify the respective roles and responsibilities, GPEB
and BCLC held joint executive meetings to share strategic priorities, including around AML
initiatives. Attached as Exhibit 46 (BCLC0013089) is an agenda from one such joint executive
meeting held on November 5, 2012, which discussed the respective roles and responsibilities of

GPEB and BCLC.
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157. As a further example of attempts to clarify their respective roles and responsibilities,
before he was hired by the provincial government for the German Report, Dr. German was hired
by BCLC and GPEB in or around October 2016 to determine the division of responsibilities
between BCLC and GPEB. Mr. Kroeker and Mr. Meilleur were the lead individuals responsible
for this initiative. This report was ultimately received in or around December 4, 2016.
I N S S B E—
- 1/ J ]|
I

158. In my opinion, the stories that have circulated about conflict between GPEB and BCLC are

overblown.

159. In many areas, such as audit and registration, to my knowledge, GPEB and BCLC worked

together very well.

160. The policy team at GPEB and BCLC have had an off and on relationship. I understand that
they have sometimes had difficulty understanding the perspective of one another and where each

organization was coming from.

161. I am aware that there has also been some issues between GPEB and BCLC regarding
communications. Previously, under the Minister of Finance, all internal communications to the
Ministry and external communications by BCLC had to be filtered through GPEB. This could
lead to significant delays: it could take days or a week to get a message from GPEB to the
Ministry. When BCLC moved from the Ministry of Finance to the Attorney General’s Office, in
or around July 2017 I told Mr. Richard Fyfe, who was then the Deputy Minister, that the existing
system did a disservice to the Minister and that communication from BCLC should be direct. Mr.
Fyfe agreed with me and subsequently worked to ensure that briefing notes went directly from
BCLC to the Minister. I also raised my concerns regarding external communications with Mr.
Sam MacLeod who was by that point the new General Manager of GPEB. I do not recall the
exact date that I did so. Mr. MacLeod agreed that GPEB did not need to review BCLC’s
external communications, and after that GPEB stopped reviewing BCLC’s external

communications.
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162. I am aware that there was some friction between the investigations teams at GPEB and
BCLC. In my opinion, at least some of this was personality-driven. I understood from Mr.
Kroeker that on occasion GPEB Investigators had a “gotcha” mentality with respect to BCLC
Investigators. I understand that the relationship between the investigation teams is significantly

improved.

163. Irecall that there have been specific instances that have resulted in BCLC becoming
frustrated with GPEB as its regulator. One example that I can point to that occurred in 2015
relates to the chip swap. I recall that in fall 2014, I was advised by Mr. Kroeker that the River
Rock chip inventory was out of normal: there were approximately $12 million in $5,000 chips
outstanding. I was advised that some high limit players were coming in with chips in what
appeared to be consistent packaging, and there was a concern that chips were being used as
currency on the street. Upon learning this, I advised Mr. Mazure that there would be a chip swap
in which players were given a short window to exchange their chips, after which point chips

would be null and void unless they could prove that it belonged to them and BCLC agreed.

164. Shortly before BCLC initiated the chip swap, we were told by GPEB without any
explanation to not execute the chip swap. This was very concerning to me. The chip swap did
not occur until many months later, in January 2016. BCLC made many inquiries to find out the
reason the chip swap was delayed, but did not receive an explanation until several months later.
I ultimately learned that GPEB requested the delay in the chip swap because of an ongoing

investigation into chips being used on the street.

165. This was a disappointing outcome to me, as I believe that this decreased the effectiveness

of the chip swap.
b. Improving Relationship with GPEB

166. In my view, BCLC’s relationship with GPEB, including the relationship between the
investigations divisions, has improved during my time as President and CEO. I had very good

relationships with everyone that I met or worked with at GPEB.

167. 1had a very good relationship with Mr. Mazure when he was General Manager of GPEB. |

believe that we had a strong relationship that led to frank communication. I observed from my
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interactions with Mr. Mazure that GPEB was under significant pressure. I recall that Mr. Mazure
shared with me on occasion the difficulties he experienced in reporting to Ms. Wenezenki-
Yolland. I recall a specific conversation in 2017 in which he shared with me that he was on very
thin ice and that he expected to be removed as General Manager of GPEB and transferred
elsewhere in Government following the review by Dr. German. I do not recall the date of this
conversation. During this same period, I had regular calls with Ms. Wenezenki-Yolland in
which she shared her frustrations with Mr. Mazure and GPEB. I was concerned about Mr.

Mazure and Ms. Wenezenki-Yolland’s relationship.

168. I recall that Mr. Mazure also shared with me the lack of resources available at his disposal
to become a more effective regulator. I recall he told me that it was difficult to be in the Ministry

of Finance.

169. Mr. Mazure and I agreed that GPEB and BCLC both needed to take responsibility for
ensuring that the two organizations could work together. AML was a high priority for both of our
organizations, and Mr. Mazure and I discussed this constantly, although not in depth as it was
not either of our areas of expertise. I believe that both organizations wanted the same thing: to

make BC casinos the safest from any money laundering risk.

170. I was adamant with my Executive team that it was important we have a strong working
relationship with our regulator. I recognized that at times it could be difficult for GPEB to be
BCLC’s regulator: BCLC had resources. BCLC wanted to move quickly. Most of the BCLC
staff had never worked in government or in a highly regulated business environment and did not

understand why it could take so long to get answers from GPEB.

171. GPEB and BCLC undertook many efforts to improve their relationship. For example, on
or about June 29, 2015, I sent a letter to Minister de Jong with the subject “BCLC’s 2014/2015
Mandate Letter Requirement”, a true copy of which letter is attached as Exhibit 47
(GPEB4700). The focus of this letter was to report on efforts by BCLC and GPEB to jointly
develop key principles that would inform respective roles and responsibilities. This letter was

also signed by John Mazure as General Manager of GPEB.
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172. To strengthen the relationship between these two organizations, GPEB and BCLC held
joint executive meetings quarterly. These meetings started when Mr. Graydon was CEO but
stopped for reasons that I am not aware of. When I became CEO, I suggested to Mr. Mazure that
we start holding these joint executive meetings again with a facilitator. This gave BCLC
executives such as myself insight into the pressure that GPEB was under from their Ministry, and

in particular from Ms. Wenezenki-Yolland.

173. By the end of 2017, these joint executive meetings began to wane. I believe that most
relationship issues began to occur at this time, after the money laundering risk had been
controlled in 2017 and corresponding with the arrival of a new Minister. A few months later, Mr.

Mazure left as General Manager of GPEB. He was replaced by Mr. MacLeod.

174. From my observations, the relationship between Mr. Meilleur and Mr. Kroeker, in his
position as VP Security and Compliance, started out well, but it experienced some ups and
downs. I believe this was because both of them were under extreme pressure with all of the

public and media discourse on money laundering.

175. Tunderstand that, more recently, Mr. Cary Skrine, the Executive Director of Enforcement
at GPEB, and Mr. Desmarais have made significant progress in building the relationship between

GPEB and BCLC.
¢. Relationship with FinTRAC

176. BCLC’s entire AML and compliance program is regularly audited by FinTRAC. During
my tenure as President and CEO, FinTRAC conducted reviews of BCLC’s AML program in
2014, 2016 and 2018. These audits were generally positive and identified a few minor issues,
which BCLC took immediate action to correct. For instance, in the 2016 audit, FinTRAC found
that not only was BCLC’s program effective and fully compliant with all customer due diligence,
transaction and ongoing monitoring requirements but also provided feedback to BCLC to the

effect that BCLC’s program was the leader in the sector.

177. Irecall attending a meeting with FInTRAC at BCLC’s Vancouver office in or around 2016.
At the end of the meeting, I recall that Mr. Murray Duggar of FiInTRAC stated something to the
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effect that he was very pleased to hear the CEO of BCLC being so supportive of the FinTRAC
relationship and committed to AML.

178. In addition to FinTRAC audits, BCLC is required under federal law to have an independent
audit and assessment of its AML program completed once every two years. BCLC engaged Ermst
& Young (“EY”) to conduct these audits in 2015 and 2017. In the 2015 and 2017 audits, EY
found that BCLC had an AML and sanctions compliance program that incorporated the
provisions of the Proceeds of Crime (Money Laundering) and Terrorist Financing Act legislation
and compliance requirements as documented under the FinTRAC guidelines and Interpretation

Notes specific to casinos.
IX. Directions from Government and GPEB regarding Anti-Money Laundering

179. Through my time as CEO, I exchanged and/or was copied on numerous letters with
Minister de Jong and Mr. Mazure relating to enhancements to the AML regime in British
Columbia Gaming Facilities. I attach a selection of these communications here to this affidavit

in the paragraphs that follow.

180. On or about August 7, 2015, I received a letter from Mr. Mazure with the subject:
“Enhancements to Anti-Money Laundering Regime in BC Gaming Facilities,” a true copy of

which letter is attached as Exhibit 48 (GPEB0762).

181. On or about August 14, 2015, I sent a letter to Minister de Jong with the subject “BCLC’s
Anti Money Laundering (AML) Enhancement Strategy”. I sent this letter in response to Mr.
Mazure’s August 7, 2015 letter. A true copy of my letter, dated August 24, 2015, is attached
above as Exhibit 49 (BCLC0004514).

182. On or about September 1, 2015, I received a letter from Mr. Mazure regarding BCLC’s
April 2015 submission to GPEB entitled “Cash Alternatives in BC Casinos.” A true copy of this
letter, dated September 1, 2015, is attached as Exhibit 50 (BCLC0004510).

183. On or about September 2, 2015, I sent a letter to Mr. Mazure with the subject

“Enhancements to Anti-Money Laundering Regime in BC Gaming Facilities.” I sent this letter in
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response to Mr. Mazure’s August 7, 2015 letter. A true copy of my letter, dated September 2,
2015, is attached as Exhibit 51 (GPEB0769).

184. On or about September 16, 2015, I sent a letter to Mr. Mazure with the subject “Anti-
Money Laundering Regime Enhancements.” I sent this letter in response to letters from Mr.
Mazure dated August 7, 2015 attached above as Exhibit 48 and September 1, 2015 attached as
Exhibit 50 and in furtherance of my letter dated September 2, 2015 attached as Exhibit 51. A true
copy of my letter, dated September 16, 2015, is attached as Exhibit 52 (GPEB0774).

185. On or about October 1, 2015, Minister de Jong sent a letter to Mr. Smith with the subject
“Anti-Money Laundering Strategy.” I was copied to this letter. This letter was sent in
furtherance of the August 7, 2015 letter that I received from Mr. Mazure, attached above as
Exhibit 48. A true copy of this letter, dated October 1, 2015, is attached as Exhibit 53
(GPEBO0775).

186. On or about January 15, 2016, I received a letter from Mr. Mazure with the subject “Anti-
Money Laundering Regime in BC Gaming Facilities.” I understood that this letter was in
response to my letter dated September 16, 2015 attached as Exhibit 52. A true copy of this letter,
dated January 15, 2016, is attached as Exhibit 54 (GPEB0806).

187. On or about July 14, 2016, I received a letter from Mr. Mazure with the subject “Cash
Alternative Proposals and Source of Funds.” This letter was written in response to two policy

documents proposing cash alternatives that were submitted to GPEB. A true copy of this letter,

dated July 14, 2016, is attached as Exhibit 55 (GPEB0885).

188. On or about August 3, 2016, I sent a letter to Mr. Mazure with the subject “Anti-Money
Laundering Matters — Cash Alternative Proposals”. I sent this letter in response to the letter from
Mr. Mazure sent July 14, 2016 attached above as Exhibit 55. A true copy of my letter, dated
August 3, 2016, is attached as Exhibit 56 (GPEB0899).

189. On or about May 8, 2017, I received a letter from Mr. Mazure with the subject “Source of
Funds in BC Gambling Facilities.” This letter was written concerning the source of funds coming

into BC gambling facilities and to follow up on Mr. Mazure’s July 14, 2016 letter attached above
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as Exhibit 55. A true copy of this letter, dated May 8, 2017, is attached as Exhibit 57
(GPEB1028).

190. On or about May 12, 2017, I sent a letter to Mr. Mazure with the subject “Your Letter
Dated May 8, 2017.” A true copy of this letter is attached as Exhibit 58 (GPEB1032).

191. Following a meeting on October 23, 2017 with the Attorney General, discussed below in
my affidavit, I sent a letter to Mr. Mazure, dated October 27, 2017, with the subject “New Anti-
Money Laundering Initiatives”, a true copy of which is attached as Exhibit 59 (BCLC0006541).

192. On or about November 27, 2017, I received a letter from Mr. Mazure with the subject
“New Anti-Money Laundering Initiatives”. This letter was in response to my letter dated October
27, 2017. A true copy of the letter I received, dated November 27, 2017, is attached as Exhibit
60 (BCLC0011632).

193. Inote that throughout these communications with Mr. Mazure, I tried to consistently
convey the priority given by BCLC to AML measures and to the source of funds of patrons in
particular. I sought to communicate that BCLC took a risk-based approach to AML, including
source of funds, consistent with AML best-practices. This risk-based approach drove the
measures pursued by BCLC, such as our investments in Know your Customer and risk-rating our
customers, which in turn led to putting Extreme and High Risk players on sourced cash

conditions or barring them from play.
X. Engagement with Government

194. Throughout my time as CEO, I had frequent conversations relating to money laundering

with a number of different individuals in government.

195. As CEO, in addition to working with the General Manager of GPEB, I also worked with
Associate Deputy Ministers, Deputy Minister, the Minister’s Assistants, and the Ministers. In
addition, I participated in Treasury Board meetings, Estimates and Budget releases. I interacted
personally with Minister de Jong, Ms. Wenezenki-Yolland, Mr. Brian Menzies, Mr. Fyfe, Mr.
Scott, Mr. Sam Godfrey, Mr. Derrick Harder, and Minister Eby. My discussions with these

individuals included discussions about the risks of proceeds of crime being used to buy in in BC
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casinos and the use of BC casinos to facilitate money laundering. From my interactions with
them, I understood that money laundering was a priority area for each of them. I never perceived

a lack of focus on anti-money laundering initiatives.

196. As President and CEO, I had prepared and/or provided to Government regular briefing
presentations Quarterly Reports, and materials relevant to money laundering in order to
communicate with them about potential risks, BCLC’s AML strategies, and potential issues,

among other things. True copies of a selection of these briefing materials are attached as follows:

a. Exhibit 61 (BCLC0004410) is a BCLC powerpoint presentation to the Ministry
of Finance and Ministry management, dated January 2015, entitled “BCLC’s
Anti-Money Laundering Program: Changing the Conversation on AML”. I recall
that the Minister did not attend this meeting, but to the best of my recollection Ms.

Wenezenki-Yolland and members of GPEB were in attendance;

b. Exhibit 62 (GPEB4109) is a BCLC Briefing Document prepared at my direction,
dated January 5, 2015, with the subject “BCLC’s Anti-Money Laundering

Program”;

c. Exhibit 63 (BCLC0011611 and BCLC0011612) is an email I received from Ms.
Dolinksi, dated May 28, 2015, attaching a presentation developed for the Ministry
of Finance entitled “Renewal: BCLC’s Strategic Plan,” dated May 26, 2015. To
the best of my recollection, this is the presentation that was delivered to the

Ministry of Finance;

d. Exhibit 64 (BCLC0004348) is a BCLC Briefing Document prepared by Mr.
Kroeker to myself, dated January 22, 2017, entitled “Anti-Money Laundering:
Suspicious Transaction Reporting”. To the best of my recollection, I ultimately
provided a Briefing Documents to Government based on this. Attached as Exhibit
65 (BCLC0004347) is a true copy of an email exchange between myself and
senior BCLC Executives, dated January 24, 2017, regarding a briefing note about
BCLC’s Suspicious Transaction Reporting;
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. Exhibit 66 (BCLC0007733) is a BCLC Briefing Document prepared at my
direction, dated December 5, 2017, entitled “Lisa Gao — Chip Purchase

Investigation”;

. Exhibit 67 (BCLC0003862) is a BCLC Briefing Document prepared at my
direction, dated March 20, 2018, entitled “BCLC analysis of gambling activity

amongst 100 players who generated the most Suspicious Transaction Reports

(STR) in 20177;

. Exhibit 68 (BCLC0003863) is a BCLC Briefing Document prepared at my
direction, dated March 20, 2018, entitled “Casino table-game buy-in trends 2012-
20177,

. Exhibit 69 (BCLC0004080) is a BCLC Briefing Document for Minister Eby
prepared at my direction, dated May 22, 2018, entitled “BCLC 2017/2018 Fiscal

Year in Review”;

i. Exhibit 70 (BCLC0004824) is a BCLC Briefing Document prepared at my

direction, dated September 17, 2018, entitled “FINTRAC Examination —
Unofficial Findings”;

i. Exhibit 71 (BCLC0005268) is a BCLC Briefing Note for Minister Eby prepared

at my direction, dated October 16, 2018, entitled “BCLC policy changes in

response to German recommendations R3, R4 and R 187;

. Exhibit 72 (BCLC0005839) is a BCLC Briefing Document prepared at my
direction, dated December 5, 2018, entitled “Identification Requirements for

Table Game Buy-Ins a B.C. Casinos”; and

. Exhibit 73 (BCLC0004296) is a draft BCLC Briefing Document prepared at my
direction, dated March 15, 2019, entitled “Regulatory Amendments Proposed
Under the Proceeds of Crime (Money Laundering) and Terrorist Financing Act”.

To the best of my recollection, this is consistent with the final version.
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197. T also provided to Government by email important briefing materials and reports in relation
to important reports received by BCLC or in response to specific queries, among other things.

For example:

a. On or about December 12, 2017, I sent an email to Mr. Fyfe and Mr. Sam
Godirey, who was the Minister’s Assistant to the Attorney General, attaching the
EY Audit of BCLC’s AML Program and BCLC’s Management Response, a true
copy of which email, without enclosures, is attached as Exhibit 74

(BCLC0006738);

b. On or about April 4, 2018, I provided to Mr. Scott a report that provided context
and background to assist in responding to a question by the Ministry of Finance
regarding the effect of lower STR numbers and the monetary value on table trop.
Attached as Exhibit 75 (BCLC0006482, BCLC0006483) is a true copy of an
email that I sent to Mr. Scott, dated April 13, 2018 together with the enclosed

report entitled “Suspicious Transaction Reports and Table Performance”.

198. During my time as interim and then permanent President and CEO, I received copies of the
annual mandate letters from the Province to BCLC. These mandate letters were sent to and
signed by the BCLC Board of Directors Chair in place at the time. I understand that these annual

mandate letters will be introduced into evidence by Commission counsel at a later date.

199. As President and CEO, I assisted BCLC’s Chair, Mr. Smith, prepare for meetings and
communications with the Minister. For example, Exhibit 76 (BCLC0016566 and
BCLC0016567) is an email I sent to Mr. Smith, dated November 17, 2015, attaching
background materials for a meeting with Minister de Jong on November 18, 2015. This meeting
was arranged further to the letter from Minister de Jong to Mr. Smith, dated October 1, 2015,
attached above as Exhibit 53.

200. I am also aware that Mr. Smith communicated regularly in writing with Minister Eby.
Some of these communications were made in relation to briefing materials that I prepared for

Government. For example:
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a. On or about January 30, 2018, I received a letter from Mr. Smith to Minister Eby,
regarding the Anti-Money Laundering Quarterly Report for the third quarter of
Fiscal Year 2017/2018. I was copied to this letter. A true copy of this letter from
Mr. Smith to Minister Eby, dated January 30, 2018, is attached as Exhibit 77
(BCLC0004213);

b. On or about March 2, 2018, I received a letter from Mr. Smith to Minister Eby
regarding BCLC’s Implementing Government Direction Report, which was dated
February 26, 2018. I was copied to this letter. A true copy of this letter from Mr.
Smith to Minister Eby, dated March 2, 2018, without enclosures, is attached as
Exhibit 78 (BCLC0011542);

c. On or about May 30, 2018, I was copied on an email sent by Ms. Suzanne
Rowley, who is my Assistant Corporate Secretary/Executive Assistant, to Minister
Eby on behalf of Mr. Smith, with the subject “BCLC - Letter & Attachments for

Minister Eby’s Attention.” The email attached the following documents:

i. A letter from Mr. Smith to Minister Eby, dated May 30, 2018, with the
subject “Anti-Money Laundering (AML) Quarterly Report for the fourth
quarter of Fiscal Year 2017/2018”;

ii. “Report for the Fourth Quarter Fiscal year 2017/2018;
iii. A document entitled “BCLC Chronology Re: [Redacted]”; and,
iv. A list of iTrak Incidents.

A true copy of this email from Ms. Rowley to Minister Eby, dated May 30, 2018,
with attachments, is attached as Exhibit 79 (BCLC 0008442, BCLC0008443,
BCLC0008444, BCLC0008445, BCLC0008446).

d. On or about May 31, 2018, I received a letter from Mr. Smith to Minister Eby
regarding BCLC’s Implementing Government Direction Report, which report

was dated March 31, 2018. I was copied to this letter. A true copy of this letter
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from Mr. Smith to Minister Eby, dated May 31, 2018, without enclosures, is
attached as Exhibit 80 (BCLC0004218, p. 1);

e. On or about May 31, 2018, I was copied on an email from Ms. Rowley to
Minister Eby, sent on behalf of Mr. Smith, with the subject “BCLC — Letter &
Reports for Minister Eby’s Attention.” The email attached the following

documents:

i. A letter from Mr. Smith to Minister Eby, dated May 31, 2018, with the

subject “BCLC’s Implementing Government Direction Report.”;

ii. A report entitled “Implementing Government Direction”, dated March

31,2018; and
iii. BCLC’s 2017/2018 Social Responsibility Report.

A true copy of this email from Ms. Rowley to Minister Eby, dated May 31, 2018,
with attachments, is attached as Exhibit 81 (BCLC0008447, BCLC0008448,
BCLC0008449, BCLC0008450).

201. Once Mr. Peter Kappel became Chair of the BCLC Board of Directors, I also assisted him

to prepare for his interactions with government. For example, on or about November 29, 2018, I

received an email from Mr. Kappel requesting that we have a call to prepare him for a discussion

the following week with Mr. Scott. A true copy of this email is attached as Exhibit 82
(BCLC0012646).

202. To the best of my recollection, I had a call the following day, on November 30, 2018, with

Mr. Kappel, Mr. Kroeker and myself, during which we discussed a FinTRAC letter, the draft

management response and cash alternatives.

203. T am aware that Mr. Kappel communicated regularly in writing with Minister Eby. Some of

these communications were made in relation to briefing materials that I prepared for

Government. For example:
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a. OnJuly 17,2018, I was copied on an email from Ms. Rowley to Minister Eby,

sent on behalf of Mr. Kappel, with the subject “BCLC — Letter & Attachment for

Minister Eby’s Attention”. The email attached the following documents:

ii.

A letter from Mr. Kappel to Minister Eby, dated July 17, 2018, with the
subject “Anti-Money Laundering (AML) Quarterly Report for the first
quarter of Fiscal Year 2018/2019”; and,

“Report for the First Quarter Fiscal Year 2018/2019.”

A true copy of this email from Ms. Rowley to Minister Eby, dated July 17, 2018,
with attachments, is attached as Exhibit 83 (BCLC0008451, BCLC0008452,
BCLC0008453).

b. On or about March 26, 2019, I was copied on an email from Ms. Rowley to

Minister Eby, sent on behalf of Mr. Kappel, with the subject “BCLC — Letter &

Attachments for Minister Eby’s Attention.” The email attached the following

documents:

i.

ii.

ii.

1v.

A letter from Mr. Kappel to Minister Eby, dated March 18, 2019, with
the subject “BCLC’s Implementing Government Direction Report”;

A report entitled “Implementing Government Direction”, dated March

18, 2019;

A letter that I sent to Mr. MacLeod, dated February 4, 2019, with the
subject “Status Update on Implementing Recommendations from the

Plan for Public Health & Gambling”;

A copy of the joint GPEB/BCLC status update entitled “Plan for Public
Health and Gambling Status Summary,” dated February 4, 2019; and,

“Report for the Third Quarter of Fiscal Year 2018/2019”.
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A true copy of this email from Ms. Rowley to Minister Eby, dated March 26,
2019, with attachments, is attached as Exhibit 84 (BCLC0008461,
BCLC0008462, BCLC0008463, BCLC0008464, BCLC0008465,
BCLC0008466, BCLC0008467).

. On or about June 19, 2019, I was copied on an email from Ms. Rowley to
Minister Eby, sent on behalf of Mr. Kappel, with the subject “BCLC — Letter &
Attachments for Minister Eby’s Attention.” This email attached the following

documents:

i. A letter from Mr. Kappel to Minister Eby, dated June 19, 2019, with the
subject “BCLC’s Implementing Government Direction Report Q4”;

ii. A report entitled “Implementing Government Direction”, dated March

31, 2019; and,
iii. “Report for the Fourth Quarter Fiscal Year 2018/2019”.

A true copy of this email from Ms. Rowley to Minister Eby, dated June 19, 2019,
with attachments, is attached as Exhibit 85 (BCLC0008468, BCL.C0008469,
BCLC0008470, BCL.C0008471).

. On or about July 31, 2019, I was copied on an email from Ms. Rowley to Minister
Eby, sent on behalf of Mr. Kappel, with the subject “BCLC — Letter &
Attachments for Minister Eby’s Attention.” This email attached the following

documents:

i. A letter from Mr. Kappel to Minister Eby, dated July 31, 2019, with the
subject “BCLC’s Implementing Government Direction Report Q17;

ii. A report entitled “Implementing Government Direction”, dated June 26,

2019; and,

iii. “Report for the First Quarter Fiscal Year 2019/2020”.
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A true copy of this email from Ms. Rowley to Minister Eby, dated July 31, 2019,
with attachments, is attached as Exhibit 86 (BCLC0008472, BCLC0008473,
BCLC0008474, BCLC0008475).

204. In my interactions with government, I never received a direction or suggestion that BCLC
should avoid or not implement AML measures that would impact revenue. BCLC raised the
suggestion with Government in both 2015 and 2017 that BCLC could exit the high limit table
business if government preferred to eliminate that risk. We did not receive a direction to do this

on either occasion.

205. On or about October 17, 2017, I attended a meeting with Mr. Fyfe and members of the
office of the Attorney General. The BCLC Vice President of Communications and Director of
Communications also attended. I recall that the purpose of this meeting was twofold: (1) ask for
the Ministry’s help in bringing all of various parties involved in AML (the Service Providers,
BCLC, GPEB, FinTRAC, the RCMP) to the table to establish a collaborative and coordinated
approach that was necessary to keep the criminal element out of the gaming industry, and (2) to
ask for help in developing a well-coordinated communication effort. During this meeting, I told
Mr. Fyfe that BCLC could choose to abandon or shut down the High Limit Table Business if it
was too risky. Mr. Fyfe told me that Minister Eby did not want to shut down this business, but

that he just wanted to eliminate the criminal element.

206. Irecall that Mr. Bud Smith, Chair of the BCLC Board of Directors, subsequently raised
this point in a face to face meeting with Minister Eby on or about October 23, 2017. I attended
this meeting, together with Mr. Kroeker, Mr. Fyfe, Mr. Mazure, among others.

207. Irecall that BCLC provided a number of documents to the Minister in relation to this
meeting. These were subsequently provided to Dr. German during his review. Exhibit 87
(BCLC0003693) is an email, without attachments, from Ms. Rowley to Dr. German, dated
October 26, 2017, providing him with a set of materials from the meeting with Minister Eby on
October 23. To the best of my knowledge, Ms. Rowley also sent to Dr. German the documents
that were provided to the Minister during the meeting on October 23, 2017, a selection of which

are attached here as follows:
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a. Exhibit 88 (BCLC0003694) is a Briefing Memo entitled “AML in Casino
Gaming”, dated October 20, 2017,

b. Exhibit 89 (BCLC0015482, BCLC0003698, BCLC0003700, BCLC0003701,
and BCLC0003702) are a section of the document that correspond to the Tabs

discussed in the Briefing Memo entitled “AML in Casino Gaming”;

c¢. Exhibit 90 (BCLC0003704) is the Power point presentation entitled “BCLC
AML Update, October 23,2017”.

208. I understood that the purpose of this October 23, 2017 meeting was to provide Minister
Eby with background and context of the gaming industry, especially with respect to the high
limit play business, to discuss the roles and responsibilities relating to AML, and to present
recommendations that BCLC had regarding initiatives to further improve AML. I recall that the
discussion at this meeting included, among other things: the need for a coordinated effort
between the parties in the gaming sector to mitigate money laundering risks; how the absence of
enforcement could result in a low level shark turning into a major criminal figure, citing the
example of Paul Jin; and BCLC’s AML initiatives. I recall the Minister expressing his
appreciation for the work by BCLC to date.

209. During the meeting, I recall that Mr. Smith asked Minister Eby outright if he would prefer
that BCLC not be in the High Limit business. I recall that Minister Eby responded that he wished

to stay in this business.

210. I have never held the view that BCLC should ignore the possibility of money laundering or
should avoid or not implement AML measures or that the organization should prioritize revenue
growth over combatting money laundering. To do so would be wholly inconsistent with my
personal beliefs. I always took seriously that the expectation on BCLC to serve the public

responsibly as a Crown Corporation was of greater importance than maximizing revenue.
a. Engagement with Municipal Government

211. In 2019, I participated in a series of outreach meetings with mayors in the Lower Mainland

communities with casinos to discuss money laundering. The purpose of these meetings was
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to engage with Host local governments of casinos in the Lower Mainland as key
stakeholders. I wanted to provide them with information about BCLC’s AML program
and answer their questions as “hosts” of casinos and important stakeholders in the casino
business receiving 10% of the net proceeds from the casino. Attached as Exhibit 91
(BCLC0006668) is a true copy of an email that I received on or about February 23, 2019,
from Mr. Greg Walker, the Director of Public Affairs for BCLC, summarizing the schedule
of meetings confirmed as part of the outreach to mayors to discuss money laundering. Mr.
Desmarais was also a recipient of this email. This email was followed by an exchange
between myself and Ms. Piva-Babock and Mr. Walker on February 23, 2019, regarding
proceeding with these meetings, a true copy of which exchange is attached as Exhibit 92

(BCLC0006666).

212. Finally, also on February 23, 2019, I sent an email to Mr. Walker, regarding the
importance of ensuring that the Minister’s office was aware of my meetings with mayors in the
Lower Mainland. A true copy of the email that I sent to Mr. Walker, dated February 23, 2019, is
attached as Exhibit 93 (BCLC0006667).

213. During these meetings that occurred with mayors in the Lower Mainland in February 2019,
I recall that the mayors that I met expressed surprise with the information that I shared, in
particular that the number of STRs were declining from 2015 onwards. I recall Mayor Malcolm
Brodie, the mayor of Richmond, in particular expressing surprise at this information. He was

most interested in the drop in STRs that occurred during the 2015-2017 period.

214. Following my meetings with mayors in the Lower Mainland in February, I wrote an article
on or about April 1, 2019, for employees in the YAK newsletter about these meetings. A true
copy of this article, dated April 1, 2019, is attached as Exhibit 94 (BCLC0011694).

215. On or about April 8, 2019, I wrote another article in the YAK newsletter. This article
discussed a meeting I had with the Richmond City Council’s General Purposes Committee to
inform them on BCLC’s AML program. A true copy of this article, dated April 8, 2019, is
attached as Exhibit 95 (BCLC0011699).
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216. 1 continued to meet with mayors in the Lower Mainland throughout the first part of 2019,
and to keep BCLC employees informed about these meetings. On or about May 21, 2019, 1
wrote an article in the YAK Newsletter about my meeting with Mr. Kennedy Stewart, the Mayor
of Vancouver, and his chief of staff that occurred on May 17, 2019. A true copy of this article,
dated May 21, 2019, is attached as Exhibit 96 (BCLC0011696).

XI. MNP Report

217. I am aware that in or around September 2015, GPEB retained MNP to analyze Customer

Due Diligence and Know your Customer practices at River Rock casino.

218. In April 2016, I learned from Mr. Mazure that the MNP Audit was complete and that it
would be shared with BCLC soon. Mr. Mazure advised me that Ms. Wenezenki-Yolland was
reviewing the MNP report for tone.

219. I subsequently spoke with Ms. Wenezenki-Yolland about the report. I understood her to
have negative views about the MNP report. I understood that she was concerned about the report:
she had concerns about the tone of the report and that it was overly broad in scope and did not
fully acknowledge the work done by the government, GPEB and BCLC. Ms. Wenezenki-
Yolland told me she had asked MNP to revisit parts of the report.

220. In May 2016, at a meeting with Mr. Mazure, I was told that BCLC would receive the MNP
report in advance and given the opportunity to respond to the report. However, in June 2016,
Mr. Mazure then informed me that MNP was uncomfortable with providing BCLC a copy of the

report prior to presenting it to us.

221. OnJuly 11, 2016, I attended a meeting with MNP, Mr. Mazure and Mr. Meilleur of GPEB,
Ms. Wenezenki-Yolland, and Mr. Kroeker. At this meeting, I was told that BCLC would have

the opportunity to respond to the report and to provide feedback on the recommendations.

222 1 was not involved in the activities around the preparation of the MNP review. I recall that
BCLC had concerns with the findings of the final report, dated July 26, 2017 and attached to
Exhibit 73 of the Commission exhibits at Appendix J. These concerns included a concern that the

data used by MNP was incorrect due to technological difficulties in the transfer of information
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on MNP. Despite these concerns, BCLC took the report seriously. BCLC ultimately provided a
response plan to the findings of this report, a true copy of which is attached as Exhibit 97
(BCLC0000226).

223. I am aware that the Government received a freedom of information request for the MNP
Report sometime in 2017. 1 had a conversation with Mr. Mazure in July 2017 about the release
of this report. I communicated that, prior to the report being released, it should be properly
redacted so as to not reveal BCLC’s AML processes and priorities and undermine BCLC’s AML
program and that BCLC’s Management Response should be released with it.

224. On or about September 21, 2017, I sent an email to Mr. Godfrey regarding the release of
the MNP report and the BCLC Management Response to this report. A true copy of this email,
dated September 21, 2017, is attached as Exhibit 98 (BCLC0008426).

225. On or about September 22,2017, I had a conversation with Minister Eby about the MNP
report. Minister Eby wanted to proactively release the MNP report. I provided BCLC’s thoughts
on the MNP report. I requested that BCLC’s management response to the MNP report be
released together with the MNP report. I recall that Minister Eby agreed to release the BCLC
management response. I was then surprised to learn that the government released the MNP
report but did not release the BCLC management response. I was also surprised that the MNP
Report was not redacted when it was released. I recall Mr. Kroeker expressing concern to me that

this lack of redactions could compromise BCLC’s AML program.
XII. Ernst and Young LLP Canada (“EY”) Cheque Audit

226. Under my direction, BCLC has worked to be responsive to and investigate reports of

money laundering occurring within the gaming sector, including reports in the media.

227. In or around September 29 2017, the Vancouver Sun published an article by Mr. Sam
Cooper asserting that a player could buy in with cash and Jeave the casino with a cheque after
minimal play. BCLC took immediate action on this before the German Report was released.

This is the same article that ultimately led to Mr. Alderson’s resignation from BCLC.
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228. On the evening of September 29, 2017, I had a discussion with Mr. Smith and Mr. Kroeker
about Mr. Cooper’s article. I asked Mr. Kroeker if it was possible for a player to launder money
as reported in this article. I wanted to know if there were instances where money laundering
controls had been compromised. Mr. Kroeker informed me that for this to occur would require
three service provider staff be corrupted and that he could not see how it was possible. I recall
that during this call, we agreed to that it was necessary to conduct an audit and that Mr. Kroeker

would contact EY about conducting this audit.

229. On September 30, 2017, I was copied on an email sent by Mr. Kroeker to Mr. Peter Law of
EY with the subject "AML Review (BCLC& EY)”, in which Mr. Kroeker stated that BCLC had
decided to order a review of all cheques issued by three casinos between January 1, 2016 and
December 31, 2016 during a three year period between January 1, 2014 and December 31, 2016.
A true copy of this email, dated September 30, 2017, is attached as Exhibit 99

(BCLC0005222).

230. Subsequently, BCLC’s Board of Directors and I decided that EY should be retained to
perform an analysis of cheques and patterns of play pertaining to a set of defined money
laundering typologies at the River Rock Casino during a three year period from January 1, 2014

to December 31, 2016.

231. The EY cheque audit took longer than I would have liked. I understood from the EY team
that this was a very manual and laborious process, which accounted for the amount of time that it

took to complete. On or about February 15, 2019, EY released two reports:

a. Attached as Exhibit 100 (BCLC0005159) is a true copy of an EY Report,
dated February 15, 2019, entitled “River Rock Casino Resort: Anti Money-
Laundering Typology Analysis”; and,

b. Attached as Exhibit 101 (BCLC0005160) is a true copy of an EY Report,
dated February 15, 2019, entitled “River Rock Casino: Verified Win, Return of

Funds, and Convenience Cheque Analysis”.

232. Based on its review, EY concluded that there was no systemic pattern of money laundering

activity related to cheques being issued by River Rock Casino during the three-year period of
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2014 to 2016. I was comforted by the findings of the EY Report, as it showed that BCLC’s AML

controls were working.

233. Following completion of the EY Report, I directed that a BCLC Briefing Document be
prepared for Minister Eby, dated February 26, 2019, entitled “EY Casino Cheque Issuance and
Anti-Money Laundering Analysis”, a true copy of which is attached as Exhibit 102
(BCLC0002125).

234. 1had a meeting on or about February 28, 2019 with Minister Eby, George Smith and
Derrick Harder who were then Mr. Eby’s Ministerial assistants, Mr. Peter Kappel, who was the
newly-appointed Chair of the BCLC Board of Directors, Mr. Kroeker, Mr. Gurmit Aujla who
was the BCLC Director of Internal Audit, Mr. Scott, Mr. MacLeod, Mr. Fyfe, and two members
of EY, Mr. Bob Boyle of the EY New York office and Mr. Peter Law of the EY Vancouver
office. In preparation for this meeting, BCLC and EY prepared a document entitled “Briefing
Guide — Casino Cheque and Anti-Money Laundering Analysis”, the purpose of which was to
guide the discussion with the Minister. A true copy of this briefing guide is attached as Exhibit
103 (BCLC0004241). The Minister was also provided with a briefing note entitled
“Observations for Discussion,” as a pre-read, a true copy of which is attached as Exhibit 104

(BCLC0004243).

235. During the February 28, 2019 meeting, EY and BCLC made a joint presentation to the
Minister. I explained that there were three main money laundering risks in casinos: “classic”
money laundering, in which cash is exchanged for a cheque; the Vancouver Model, in which
players spend proceeds of crime unwittingly; and low-level smurfing. I explained that: EY’s
audit would address whether BCLC’s controls for the “classic” model of money laundering were
working or not; BCLC’s source of funds requirements were addressing the “Vancouver Model”
risk; and that BCLC had more work to do around the “low-level smurfing” or “retail” money
laundering risk. Mr. Boyle then led the Minister through the results of the EY audit. Finally, Mr.
Kappel asked the Minister about next steps following the results of EY’s work.

236. 1 recall that Minister Eby during this meeting asked many pointed questions about “classic”
money laundering, which were answered. BCLC volunteered to conduct a similar review at other

casinos, but when asked by Mr. Kappel, Minister Eby agreed that this was not necessary if the
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controls in place at these other casinos were the same as at the River Rock Casino. I recall that

Minister Eby was not too concerned about the retail level of money laundering risk.

237. We discussed how to release this report publicly as we expected it would get media
attention. Minister Eby stated it was BCLc’s decision to release it. He left it up to BCLC to
decide how to release the reports by EY. BCLC subsequently released EY’s analysis publicly
and it is available on BCLC’s website. I had hoped that releasing the EY Report would satisfy
the media and the public that classic money laundering was not happening in BC casinos, at least
during the three year period at River Rock audited by EY, but the report never received the
media response and traction that we expected. Similarly, BCLC held the hope that the results of
this audit would persuade the Minister to support BCLC publicly, but this did not occur.

238. On or about March 19, 2019, I informed the ADM Deputy Ministers’ Committee about the
results of the EY audit and the reports. Members of this committee requested a briefing about the
EY audit and reports. I organized a briefing for them about the results of the audit, provided by
Mr. Kroeker and Mr. Boyle, later in March 2019. I recall that, when provided with this
presentation, Ms. Lori Wannamaker, then the Deputy Minister of Finance, said “So all the media

reports about money laundering in casinos weren’t true?”.
XIII. Accuracy of Media reporting

239. BCLC is a prime target for the media. As a Crown Corporation, we are subject to freedom
of information legislation, making the organization more accessible to the media to gather

information.

240. 1 recall that during the 2017 period and onwards, BCLC was subject to significant media
scrutiny. BCLC was concerned that Government would have an inaccurate understanding of its

AML practices.

241. BCLC developed a practice of proactively drafting and sending briefing materials in the
form of Briefing notes and Information Notes to Minister Eby in response to each of the media
reports, in order to provide BCLC’s perspective on these and provide him with information in

case he was questioned by the media or his legislature colleagues. A selection of the briefing
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notes and information notes prepared at my direction for Minister Eby in response to these media

reports is attached as follows:

a. Exhibit 105 (BCLC0001196) is an information note entitled “BCLC Letter to
Sam Cooper”, dated November 21, 2017,

b. Exhibit 106 (BCLC0004314) is an information note entitled “Cooper Story:
Slot AML Controls”, dated December 22, 2017,

c. Exhibit 107 (BCLC0004315) is an information note entitled “Cooper AML
Story re Chip Replacement,” dated January 2, 2018;

d. Exhibit 108 (BCLC0004313) is an information note entitled “Cooper AML
Story re: AML Presentation”, dated January 11, 2018,

e. Exhibit 109 (BCLC0004317) is an information note entitled “Cooper AML
Story re: Jin ML Network and Loans”, dated January 29, 2018;

f. Exhibit 110 (BCLC0004319) is an information note entitled “Cooper AML
Story re: SAS Anti-money-laundering software”, dated February 15, 2018;

g. Exhibit 111 (BCLC0008031) is an information note entitled “Cooper AML
story re: Jin Connections with Casino Staff”, dated March 15, 2018;

h. Exhibit 112 (BCLC0001233) is an information note entitled “Cooper AML
Story Re: Top 25 PGF Payouts,” dated March 19, 2018; and,

i. Exhibit 113 (BCLC0001211) is a briefing note entitled “Postmedia AML
story re: HLT Advisory Report and Potential Revenue Impacts”, dated March
28, 2018.

XIV. German Review and Recommendations

242. 1 recall that on or about September 28, 2017, Minister Eby announced that he had hired Dr.
German to conduct a review of allegations of money laundering in casinos in the Lower

Mainland.
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a. Participation in the German Review

243. ] had limited conversations with Dr. German while his review was under way. To the best
of my recollection, I had a conversation with Dr. German when he began his review in or around
the end of October 2017. Irecall that Mr. Kroeker, Mr. Desmarais, and Dr. German’s associate,
Jerome Malysh, also attended this meeting. I believe that this conversation was approximately
one and a half hours. The focus of this meeting was ascertaining what information Dr. German
required for his review. I expressed BCLC’s commitment to improving its AML regime and to
working with Dr. German during his review. I recall Dr. German stating he did not want to stand

in the way of BCLC continuing to evolve our AML controls while he conducted his review.

244. 1 later had approximately 1-2 conversations with Dr. German by telephone or

videoconference while his review was under way.

245. While the German Review was underway, I learned from Mr. Smith that he had not yet had
an opportunity to speak with Mr. German. As a result, I set up a videoconference between Mr.

Smith, Dr. German, and myself. This videoconference occurred on or about January 29, 2018.

246. During this videoconference, I recall discussing with him the need for more streamlined
and stronger enforcement. I remember Mr. Smith telling Dr. German that BCLC did not view its
role as law enforcement. However, he was clear in communicating to Dr. German that if there
was something that BCLC could do or if its role needed to change, then BCLC was prepared to
do that. I understood Mr. Smith to make clear that BCLC was not married to any role, in
particular on the investigations side and that we were prepared to make changes to streamline the

process.

247. In addition to these conversations and videoconferences with Dr. German, I recall that
there was frequent communication between Dr. German and BCLC by email, in order to provide

information to him and to facilitate his review. Attached are examples of such communications:

a. Exhibit 114 (BCLC0005674) is an email exchange dated October 17,2017 to
October 18, 2017, between Dr. German and myself, arranging our initial

meeting and requesting access to materials from BCLC;
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b. Exhibit 115 (BCLC0005667) is an email exchange dated November 1, 2017 to
November 2, 2017, between Mr. Malysh and Mr. Kroeker, regarding the roles
of Mr. Kroeker, Mr. Desmarais, and myself at BCLC;

c. Exhibit 116 (BCLC0005665) is an email exchange dated November 2, 2017 to
November 3, 2017, between Dr. German, Mr. Malysh and Mr. Kroeker, among

others, regarding access to a BCLC secure server;

d. Exhibit 117 (BCLC0005591) is an email exchange between Dr. German and
myself providing him with a copy of EY’s recent audit of BCLC’s AML

program and BCLC’s Management Response;

e. Exhibit 118 (BCLC0005535) is an internal BCLC email communication
between myself, Mr. Kroeker, Ms. Amanda Hobson, the Chief Financial
Officer and VP of Finance and Corporate Services, and Mr. Desmarais, dated
January 2-3, 2018, regarding a request for information from Mr. Malysh for a
financial overview for each of the previous five years. To the best of my

knowledge, this information was ultimately provided to Mr. Malysh.

f. Exhibit 119 (BCLC0005539) is an internal BCLC email communication from
Mr. Kroeker to Mr. Desmarais and Ms. Hobson to which I was copied, dated
February 1, 2018, asking that they prepare information in response to a request
by Mr. Malysh. To the best of my knowledge, this information was ultimately
provided to Mr. Malysh.

g. Exhibits 120 (BCLC0005432), 121 (BCLC0005444), 122 (BCLC0005445),
123 (BCLC0005470), and 124 (BCLC0005496) relate to series of emails
exchanged between February 14, 2018 and March 29, 2018, between Dr.
German, Mr. Kroeker and myself regarding BCLC’s SAS software solution;

h. Exhibits 125 (BCLC0005434), 126 (BCLC 0005435) and 127
(BCLC0005438) relate to an email exchange dated March 29, 2018, between

Dr. German and myself regarding BCLC’s standard around acceptance of gifts;
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248. 1 was aware that BCLC employees may be concerned about the media coverage of
potential money laundering in casinos and about the announcement of Dr. German’s ongoing
review. On October 23, 2017, I wrote an article for the YAK newsletter setting out that BCLC’s
internal task force was managing how and when BCLC would respond to media requests in the
context of the ongoing review by Dr. German. A true copy of this article, dated October 23,
2017, is attached as Exhibit 128 (BCLC0011676).

b. BCLC Reaction to the German Report

249. While the German review was under way, BCLC was subject to significant media scrutiny.
As the date of the release of the German Report approached, I communicated regularly with
BCLC employees about the upcoming release of this report and BCLC’s preparations to ensure
that we could respond effectively to Dr. German’s recommendations. Attached as Exhibit 129
(BCLC11708) is a true copy of an article I wrote in the YAK newsletter, dated March 26, 2018,

in anticipation of the release of Dr. German’s report.

250. BCLC received a copy of the first draft of Dr. German’s report. On or about April 18,
2018, Mr. Bud Smith sent a letter to Minister Eby in response to the first draft of Dr. German’s
response circulated for consultation. I was copied to this letter. Mr. Smith enclosed with this
letter five appendices prepared by BCLC. A true copy of this letter and the enclosures are
attached as Exhibits 130 (BCLC0005379) and 131 (BCLC0005380).

251. The April 18, 2018 letter by Mr. Smith attached as Exhibit X was sent by email by my
Executive Assistant, Ms. Suzanne Rowley, dated April 18, 2018 to Mr. Fyfe and subsequently to
all BCLC Executives on April 19, 2018. A true copy of this email, without enclosures, is
attached as Exhibit 132 (BCLC0005378).

252. After the release of Dr. German’s Report on June 22, 2018, I expected that BCLC
employees would have questions and potentially concerns about the Report’s conclusions about
BCLC and about money laundering in BC Casinos. On or about June 22, 2018, I sent an all-
employee email in anticipation of these questions and potential concerns, a true copy of which is

attached as Exhibit 133 (BCLC004282). I expressed BCLC’s full support for the Government’s
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direction on the recommendations in Dr. German’s report. I expressed my pride in the work done

by BCLC to date to respond to the threat of money laundering

253. BCLC anticipated that there would be significant media interest and inquiries following the
release of the German Report. In anticipation of this, BCLC (or BCLC’s Communications Team)

prepared a series of documents, including:

a. Exhibit 134 (BCLC0004283), which is a draft document, entitled “Peter
German AML Review: Release of Report and Recommendations”, dated June

22,2018; and,

b. Exhibit 135 (BCLC0004124), which is a draft document, entitled “Q&A, Key

Messages — German Report”.

254. Subsequently, in discussion with BCLC’s Board Chair, Mr. Smith, I decided to not speak
directly to the media about the results of the German Report. Mr. Smith was very concerned that
I as CEO and BCLC as an organization did not get caught in the “cross-fire” between the
Minister and the former government. I found this difficult, as I wanted to speak for our
organization, but I trusted that our Board Chair’s direction was best for BCLC in the long run.
He was always a very wise advisor to me and the organization with an extensive experience in
politics. Instead, I directed our Communications team continue to create Information Notes to
respond to every media article to provide to the Minister — in essence, a Government Relations
strategy instead of a Public Relations strategy. BCLC also embarked on a stakeholder

communication plan with host local governments of Lower Mainland casinos.

255. 1 felt that these briefing notes did not necessarily succeed in ensuring that the Government
and Minister Eby in particular understood the BCLC perspective. I recall hearing statements in
the media by Minister Eby that his “mind was blown” when he received the results of the
German Report. I recall that, in early February 2019, T had a call with Mr. Fyfe, Mr. Scott and
Mr. Harder and I expressed to them how difficult the Minister’s public statements were
becoming for BCLC staff. I was concerned that working at BCLC was becoming more stressful
for many of my staff because of a lack of support from Minister Eby. In a call on or about

February 26, 2019, I raised my concerns directly with Minister Eby. I explained that the impact
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of the German Report and media scrutiny were stressful for BCLC’s staff and an expression of

support for BCLC by Minister Eby would go a long way.

256. On June 27,2018, BCLC released a Media Release entitled “BCLC Statement on Dr. Peter
German Report”, a true copy of which is attached as Exhibit 136 (PAR00003463).

¢. Implementation of Dr. German’s Recommendations

257. 1directed BCLC’s response to the interim recommendations by Dr. German and to Dr.
German’s final recommendations contained in the German Report. BCLC has implemented all of
the interim recommendations and the final German Report recommendations that it is able to
implement independently. The remaining recommendations that impact or involve BCLC are

dependent on the actions of other agencies and ministries.
v. Implementation of Interim Recommendations: Source of Funds Declaration

258. On or about December 5, 2017, while the German Review was under way, I recall that
Minister Eby announced two interim recommendations made by Dr. German: that any cash used
to buy into casinos over $10,000 must be accompanied by a declaration by the patron of the
patron’s identification and provide the source of their funds and that GPEB investigators be

present in Lower Mainland casinos on a 24/7 basis.

259. Prior to Dr. German’s interim recommendations, BCLC was aware of the importance of
addressing the source of funds and was addressing the source of funds on a risk-basis from 2015
onwards. This is reflected, for example in the May 8, 2017 and May 12, 2017 letters that I
exchanged with Mr. Mazure, attached above as Exhibit 57 (GPEB1028) and Exhibit 58
(GPEB1032).

260. 1 understood that Minister Eby expected these recommendations to be implemented as

soon as possible.

261. Immediately after the release of these recommendations, I called Mr. Mazure to discuss
implementing the recommendations. I stated that BCLC would strengthen its AML measures by
not only requiring a source of funds declaration but also requiring proof of a receipt of the source
of funds for all cash buy ins over $10,000. This expanded on BCLC’s existing risk-based
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requirement for proof of source of funds to establish a prescriptive approach for any cash buy-ins

over $10,000.

262. Between December 11, 2017 and December 19, 2019, I participated in an email exchange
with Mr. Kroeker, Ms. Kim Bruce, Acting Assistant Deputy Minister of GPEB, Mr. Mazure, and
others, with the subject “German Recommendation #1 — Source of Funds Declaration”. This
exchange concerned, among other things, questions by GPEB about the implementation of the
interim recommendation regarding sources of funds and a discussion relating to the timing of
implementing this recommendation. A true copy of this email exchange is attached as Exhibit

137 (BCLC0005562).

263. Between December 11,2017 and December 25, 2017, I participated in an email exchange
with Mr. Kroeker and Dr. German with the subject “German Recommendation #1 — Source of

Funds Declaration”, a true copy of which exchange is attached as Exhibit 138 (BCLC0005546).

264. On or about December 12, 2017, I sent an email to Mr. Mazure and Ms. Bruce and others
regarding the implementation of the recommendation regarding Source of Funds Declaration, I
attached to this email the following documents for their review and/or approval: (a) a
Memorandum to myself from Mr. Kroeker dated December 11, 2017, with the subject “German
Interim Recommendation #1 — Source of Funds Declaration, (b) a draft Reasonable
Measures/Source of Funds Declaration form, and (c) a BCLC Directive entitled “Source of
Funds Declaration: Effective Date: December 18, 2017”. A true copy of my December 12, 2017
email, with attachments, is attached as Exhibit 139 (BCLC0005595, BCL.C0005596,
BCLC0005597, BCLC0005598).

265. On December 12, 2017, I also sent an email to Dr. German providing him with the
following documents to update him on BCLC’s efforts and to provide him with an opportunity to
comment: (a) a Memorandum to myself from Mr. Kroeker dated December 11, 2017, with the
subject “German Interim Recommendation #1 — Source of Funds Declaration, (b) a draft
Reasonable Measures/Source of Funds Declaration form, and (c) a BCLC Directive entitled
“Source of Funds Declaration: Effective Date: December 18, 2017”. A true copy of my
December 12, 2027 email, with attachments, is attached as Exhibit 140 (BCLC0005599,
BCLC0005600, BCLC0005601, BCLC0005602).
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266. On or about December 13, 2017, I received a letter from Mr. Mazure with the subject
“Peter German Recommendations”, regarding the implementation of the Source of Funds

Declaration. A true copy of this letter is attached as Exhibit 141 (BCLC0005587).

267. On or about December 13,2017, I sent a letter in response to Mr. Mazure with the subject
“Peter German Recommendations,” regarding the implementation of the Source of Funds
Declaration. In this letter, I reiterated that BCLC would be ready as early as December 18, 2017,
to implement the recommendation if there were no major concerns. A true copy of this letter is

attached as Exhibit 142 (BCLC0005577).

268. On or about December 15, 2017, I received a letter from Ms. Bruce with the subject “Peter
German Recommendation relating to Source of Funds Declaration”. This was in response to my
letter dated December 13,2017. A true copy of this letter is attached as Exhibit 143
(BCLC0005563).

269. On or about December 19, 2017, I sent an email to Ms. Bruce with the subject “German
Recommendation #1 — Source of Funds Declaration”. I sent this email in response to Ms.
Bruce’s letter dated December 15, 2017. A true copy of my email is attached as Exhibit 144
(BCLC0005557). I subsequently followed up on this email with a letter to Ms. Bruce, also dated
December 19, 2017, a true copy of which is attached as Exhibit 145 (BCLC0011635).

270. On or about December 23, 2017, I received an email from Mr. Kroeker with the subject
“German Recommendation #1”, relating to the timing of implementing this recommendation. A

true copy of this email is attached as Exhibit 146 (BCLC0005548).

271. On or about December 27, 2017, I received a letter from Ms. Bruce with the subject “Peter
German Recommendation relating to Source of Funds Declaration”. This letter followed up
various email communications and discussions in the month prior with GPEB about this. This
letter “Attachment 1: Q&A for Source of Funds Declaration” and “Attachment 2:
Recommendations for BCLC regarding BCLC’s proposed Source of Funds Declaration (V.1
December 2017)”. A true copy of this December 27, 2017 letter, with attachments, is attached as
Exhibit 147 (BCLC0005545).
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272. On or about January 2, 2018, I sent a letter to Ms. Bruce with the subject “German
Recommendation #1 — Source of Funds Declaration”. I sent this letter in response to Ms. Bruce’s

December 27, 2017 letter. A true copy of my letter is attached as Exhibit 148 (BCL.C0005538).

273. On or about January 4, 2018, I received a letter from Ms. Bruce, with the subject “Re:
German Recommendation #1 — Source of Funds Declaration.” This letter was sent in response to
my January 2, 2018 letter. A true copy of the letter I received is attached as Exhibit 149
(BCLC0005533).

274. On or about January 4, 2018, I received a memorandum from Mr. Kroeker, dated January
4,2018, with the subject “GPEB Recommendations on Source of Funds Process”, a true copy

of which is attached as Exhibit 150 (BCLC0004084) .

275. On or about January 5, 2018, BCLC prepared an Information Note entitled “BCLC Action
Plan Re: German interim recommendation #1”, a true copy of which is attached as Exhibit 151
(BCLC0005515). I believe that this Information Note accurately reflects the chronology of
events leading up to the date of this note relating to the implementation of the interim

recommendation #1.

276. On or about January 10, 2018, BCLC issued a Directive to Service Providers entitled
“Source of Funds Declaration: Effective Date: January 10, 2018, a true copy of which is

attached as Exhibit 152 (BCLC0005526).

277. In my view, the implementation of the Source of Funds declaration had the desired effect
of reducing large cash buy-ins. While it has not completely eliminated cash buy-ins over

$10,000, it has had a significant impact on those transactions.

278. Following its implementation, BCLC monitored compliance by Service Providers with the

Source of Funds Declaration Forms.

279. 1 recall that, in fall 2018, BCLC determined that there were a number of deficiencies
identified in the preparation and completion of Source of Funds Declarations by Casino Service
Providers. As a result of concerns with compliance by Service Providers with the Source of

Funds Declarations, I recall that Mr. Kroeker engaged Deloitte beginning on or about October 9,
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2018, at the cost of service providers, to assist in monitoring Source of Funds Declarations

compliance by Service Providers.

280. I recall that, around the same time that BCLC engaged Deloitte to monitor compliance by
Service Providers with the Source of Funds Declarations, I was aware that GPEB similarly

conducted audits of the Source of Funds Directive.

281. On or about November 27, 2018, I received a letter from Mr. MacLeod to Ms. Angela
Swan, Vice President, Regulatory Affairs and Compliance at Parq Vancouver, regarding the
Source of funds compliance at Parq Vancouver. I was copied to this letter. A true copy of this

letter, dated November 27, 2018, is attached as Exhibit 153 (PAR00002010).

282. On or about November 29, 2018, I received a letter from Mr. MacLeod regarding the

GPEB audit of Source of Funds compliance. A true copy of this letter, dated November 29,
2018, is attached as Exhibit 154 (GPEB1462).

283. 1 am aware that the BCLC AML Unit created a guide entitled “Source of Funds and
Reasonable Measures (SOF/RM) Reference Guide for Service Providers”, dated July 2019, a
true copy of which is attached as Exhibit 155 (BCLC0007131).

284. While the Deloitte monitoring exercise was under way, I exchanged emails with Ms. Piva-
Babcock between February 21, 2019 and February 22, 2019, with the subject “Deloitte Report,”
regarding the Minister’s interest in receiving a briefing about the Source of Funds Declaration
compliance issues. A true copy of this email exchange is attached as Exhibit 156

(BCLC0006059).

285. On or about February 26, 2019, I participated in a call with Minister Eby, Mr. Fyfe, Mr.
Scott, and Mr. Harder, in which we discussed the Deloitte monitoring exercise. I explained that
some of the difficulty in Service Providers complying with the source of funds monitoring was
that not all of the $10,000 buy ins occurred at the cash cage. They occurred at gaming tables and
would include multiple transactions such that, over a period of time (hours), the $10,000
threshold would be met. It was a very time-consuming and manual process for the service
providers. I explained that BCLC was trying to improve the processes involved, but that until

there was a digital solution in place, there would always be compliance risks arising from the
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manual nature of this exercise. I recall offering to provide the Minister with more information
from Deloitte about this exercise and compliance by service providers if he was interested. To
the best of my recollection, the topic did not come up again in my interactions with Minister Eby

and compliance by service providers improved.

286. One result of the Source of Funds Declaration is that there are individuals who are now
coming in and buying in just under the $10,000 limit. It is my belief and understanding that
BCLC is recording many of these transactions as suspicious transactions. An individual being

familiar with AML protocols is an element of a suspicious transaction.
ii. Implementation of Final German Report Recommendations

287. BCLC has been clear from the beginning of the review by Dr. German that it was

committed to working with Dr. German.

288. Generally, I believe that BCLC has been frustrated with the time that it has taken to
implement all of the recommendations made in the German report, particularly around the

creation of an independent regulator.

289. Although I have felt some frustration with the time it has taken to implement the more
significant recommendations made in the German report, I also recognize that these are
significant recommendations and that the bureaucratic decision-making process can take some

time.
XYV. 2018 Cash Cap Proposal

290. During my tenure as President and CEO, I have encountered instances in which I felt that I
was told by government to not pursue an initiative that BCLC felt would improve AML controls.

This occurred in particular while Dr. German’s review was under way.

291. While Dr. German was conducting his review, BCLC continued to explore various AML
initiatives that could be introduced, in order to bring new initiatives into and enhance our AML
regime. After Dr. German’s interim recommendation in early December to require a source of
funds for all transactions over $10,000 was announced, Mr. Kroeker and Mr. Desmarais came to
me and suggested if the result of this interim recommendation was that BCLC was no longer
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following a risk-based approach and would be moving to a prescriptive approach. I recall that
they were perplexed by this because of Dr. German’s expertise in AML and knowledge of risk-
based approaches. Mr. Kroeker, Mr. Desmarais and I discussed what else BCLC could do to
reduce risk if BCLC was not going to take an exclusively risk-based approach. I asked them to
identify what further steps BCLC could take to mitigate concerns around unsourced cash. They
advised me they had been looking into a cash cap alternative to the reccommendation that MNP

had given GPEB in 2016.

292. [ met again with Mr. Kroeker and Mr. Desmarais in a meeting on or about January 4,
2018. They asked if I would support a cap of $25,000 for cash coming into a casino as well as
paid out on verified wins. We discussed next steps including providing me with the rationale in

order to share with GPEB, the Ministry leadership and Dr. German.

293. This was the first instance that I am aware of that BCLC considered implementing a hard
cash cap on its own initiative. Previously, BCLC had been aware of the possibility of the
introduction of a cash cap by GPEB and taken steps to signal its willingness and preparation to
do so. For instance, I was aware that the MNP review completed for GPEB in 2016 included a
suggestion to place a hard limit on the acceptance of cash at casinos that would apply to all
transactions and all individuals irrespective of risk, but that MNP made no recommendation as to
the amount of this limit. In its management response to the MNP Response, attached above as
Exhibit 97, BCLC indicated that it would wait for GPEB’s direction on a cash cap, but did not
receive any such direction. When the MNP Report came up again in the summer 0f 2017, BCLC
expected that GPEB may then go through with implementing a cap allowed in casinos at
$10,000. In preparation for this, and in order to adjust our financial projections for Treasury
Board, BCLC requested an analysis by HLT Advisory about the estimated impact of restricting
the acceptance of table game cash “buy-ins” of more than $10,000 in BC casinos. A true copy of
this analysis, dated October 11, 2017, is attached as Exhibit 157 (BCLC0004614). Based on
this, BCLC made a change to its financial projections, reflecting a $60 million reduction in

forecasted revenue, reflecting the mid-point in HLT’s projection.
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294. 1 then raised the prospect of a $25,000 cash cap with Mr. Scott and Mr. Fyfe during a
regularly scheduled weekly call on or about January 12, 2018. I advised them I would be coming

back to them with more information but did not want them to be surprised.

295. Prior to January 17, 2018, I received advice and rationale from Mr. Kroeker and Mr.
Desmarais about a $25,000 cash cap. I was advised that 94% of cash entering casinos was in
amounts under $25,000 and it represented 77% of the dollar value of large cash transactions. A
cap at $25,000 would eliminate bulk cash over that amount and allow BCLC to focus its large
cash transaction Know your Customer requirement for FinTRAC. I recall that Mr. Kroeker and
Mr. Desmarais advised me that, in the course of their review, they looked at player risk levels
and found that the vast majority of players buying in under $25,000 were either low or no risk,
whereas players bringing in over $25,000 were rated as medium or high risk. A $25,000 cash cap
thus made sense. I learned that Mr. Kroeker and Mr. Desmarais had initial conversations with
Service Providers about a $25,000 cash cap, and that while they were not happy they understood
the need. I also learned that Mr. Kroeker and Mr. Desmarais had discussions with FinTRAC who

advised it was appropriate to do enhanced due diligence on buy ins over $25,000.

296. On January 17, 2018, I exchanged emails with Mr. Scarpelli of HLT Advisory, regarding
what the estimates revenue/net win impact was if BCLC were to implement a cap on cash at
$25,000. A true copy of my email exchange with Mr. Scarpelli is attached as Exhibit 158
(BCLC0006377).

297. On or about January 17, 2018, I informed Mr. Fyfe and Mr. Godfrey that BCLC had
decided to implement a $25,000 cash cap. I explained the rationale that I had been provided. I
advised them that I had spoken with Mr. Mazure and GPEB had no concerns about this initiative.

I did not understand Mr. Fyfe or Mr. Godftrey to have any concerns about this initiative.

298. Later that same day, on or about January 17, 2018, I received a call from Mr. Fyfe about
the $25,000 cash cap. I was told that Minister Eby was not happy with the proposal coming out
while the German Review was under way. He asked me to not move forward with the proposal
until after speaking with Mr. German. I was concerned by this response. I observed that Mr.
Fyfe was uncomfortable bringing this up. I had a good relationship with Mr. Fyfe and respect him. I

agreed to contact Dr. German before we moved forward. I understood from my earlier conversations
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with Dr. German when he started his review that he did not want to stop BCLC from doing its

work.

299. At 11:34 pm that same day, on January 17, 2018, I sent an email to Mr. Kroeker with the
subject “AML Initiatives — GPEB”, advising him of the outcome of a call with Mr. Mazure that
same day. Attached as Exhibit 159 (BCLC0006332) is a true copy of my email to Mr. Kroeker.

300. I subsequently contacted Dr. German to discuss the issue of the proposed $25,000 cash
cap. To the best of my recollection, this occurred during the following week, likely between
January 18 and January 25, 2018. During our conversation about the proposed $25,000 cash cap,
I was told by Dr. German that BCLC should not implement the proposal and that it was not a
good idea as BCLC had not yet had the opportunity to observe how the source of funds
recommendation would work. Dr. German also said that he did not suggest a cap in this interim
recommendations because he was not sure yet if BCLC had the right cash alternatives in place.

Finally, he cautioned against a prescriptive approach.

301. On or about January 26, 2018, I received an email from Minister Eby regarding potential
BCLC reforms, including possible reforms relating to bank drafts and money orders being used
in BC casinos. I forwarded this email to Mr. Fyfe, seeking a time to discuss this communication
from Minister Eby with him. I was perplexed by this level of intervention. It was not a directive,
but a request. A true copy of this email exchange with Minister Eby and Mr. Fyfe, dated January
26, 2018 to January 28, 2018, is attached as Exhibit 160 (BCLC0015844).

302. To the best of my recollection, I had a call on January 28, 2018 with Mr. Fyfe. I recall that,
during this call, Mr. Fyfe and I discussed the purpose of the Minister’s email to me. I understood
Mr. Fyfe’s explanation explained to me that the Minister wanted BCLC to know that he did not

want BCLC to implement any new policies before the German report came out, like the $25,000

cash cap, but he changed the email to reflect a different focus. I recall finding this somewhat odd.

303. Following my conversation with Dr. German, BCLC did not move forward with the
proposed $25,000 cash cap. I felt that BCLC had to trust Dr. German’s judgment as an expert
and consider the possibility that Dr. German had another idea in mind. I also knew that Dr.

German reported to the Minister and that the Minister did not want BCLC to implement a hard
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cash cap without Dr. German’s approval. I was surprised when Dr. German’s final report was
released and included a recommendation for no cash caps. I expected that BCLC would be able
to implement the cash cap after his report was released or even that Dr. German would

recommend implementation of a cash cap.

304. On or about February 1, 2018, I was copied on an email from Mr. Desmarais to Ms.
Dolinski, providing a copy of a report from HLT Advisory regarding the estimated impact of
restricting the acceptance of table game cash “buy ins” of more than $10,000, dated October 11,
2017, that would be provided to the Minister. This email attached to it a copy of the HLT
Advisory Report, dated October 11, 2017 and attached above as Exhibit 157 (BCLC0004614). A
true copy of this email, with the attached HL'T Advisory Report, is attached as Exhibit 161
(BCLC0004613 and BCLC0004614). I recall that this was sent to the Minister in response to

his query about the basis of BCLC’s $60 million reduction in its forecasted revenue.
XVI. AML Measure Proposals While the German Review Was Under Way

305. In early 2018, while the German Review was still under way, BCLC determined that it
would make a series of improvements to its cash reduction strategies. Specifically, these were
changes to the PGF accounts, convenience cheques, and cash distribution limits. I recall that

these changes were originally intended for implementation on March 15, 2018.

306. On or about February 2, 2018, I received an email from Mr. Kroeker, proposing a series of
modifications to existing AML controls including changes to PGF accounts, convenience
cheques, and limits on cash payouts. A true copy of this email, dated February 2, 2018, is
attached as Exhibit 162 (BCLC0004611).

307. On or about March 1, 2018, I sent an email to Mr. Kroeker, Mr. Desmarais and Ms.
Dolinski. In this email, I communicated the outcome of my recent conversations with the
Ministry, that is, that the Ministry preferred that BCLC wait before implementing the three
intended improvements to its cash reduction strategies. A true copy of my email, dated March 1,

2018, is attached as Exhibit 163 (BCLC0004307).
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308. I am aware that following my conversation with the Ministry, the BCLC AML unit
communicated to Service Providers that upcoming cash reduction strategies would be delayed

until after the release of the German Report.

309. While I could understand the Ministry’s desire to await the outcome of the German review
before implementing improvements to BCLC’s cash reduction strategies, I was frustrated by the
directions that I received in this regard. I understood from my earlier conversations with Dr.
German when he started his review that he did not want to stop BCLC from doing its work. I
considered the proposed improvements to BCLC’s cash reduction strategies to be an important

part of BCLC’s AML work.

310. On or about August 2, 2018, BCLC received a request from Mr. MacLeod requesting that
BCLC suspend the implementation of its directive that updated PGF account and convenience

cheque policies and procedure for Service Providers which were, at this point, set to be effective

August 7, 2018.

311. On or about August 9, 2018, I received a letter from Mr. Sam MacLeod, regarding the
suspension on August 2, 2018 of the implementation of BCLC’s directive that updated the PGF
account and convenience cheque policies and procedures for Service Providers. A true copy of

this letter, dated August 9, 2018, is attached as Exhibit 164 (BCLC0011639).

312. 1 was concerned by how these events unfolded. I am aware that they created a concern by
BCLC’s AML unit, which had previously been able to operate autonomously, acting in the best
interests of their AML responsibilities. T also understand that, due to how events occurred,
Service Providers became confused about the changing AML directions. In my experience, it is
very important that Service Providers have a clear understanding of their responsibilities and

changing directives, as occurred in this instance, makes this difficult.
XVIL. Money Services Business Directives

313. I am aware that, in or around June and July 2016, BCLC Investigators attended at Money
Services Businesses in the Richmond area to verify the legitimacy of receipts produced by
players in relation to cash buy ins. I became aware of these efforts much later. I do not recall

when I became aware of these efforts or how I learned of them.
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314. On October 19,2017, I exchanged emails with Mr. Kroeker with the subject line “MSBs
and other initiatives — for the Task Force,” regarding working with Dr. German on new AML

initiatives generally and on de-risking MSBs in particular. A true copy of my email exchange

with Mr. Kroeker is attached as Exhibit 165 (BCLC0006349).

315. Irecall that, at the time, our discussion about de-risking MSB’s focused on developing a
list of approved MSBs. Subsequent to more due diligence, Mr. Kroeker stated to me that BCLC
should de-risk all MSBs. While this was his responsibility to decide, I agreed with him.

316. Between March 1, 2018 and March 6, 2018, I exchanged emails with Mr. Kroeker with the
subject line “AML Improvements,” which included a discussion, among other things, about
proceeding with de-risking MSBs. A true copy of this email exchange is attached as Exhibit 166
(BCLC0006699).

317. As BCLC considered whether to de-risk MSBs, I kept the government apprised of our
thinking. I first raised the MSB issue with Mr. Scott and Mr. Fyfe during one of our regularly
scheduled conversations in the fall of 2017. I do not recall the exact date of this call. I understood
from this call that Mr. Scott and Mr. Fyfe grasped the direction and why BCLC was considering
de-risking MSBs. Subsequently, on or about January 17, 2018, I advised Mr. Scott and Mr. Fyfe
of the decision to stop accepting funds from all MSBs. I informed them that this directive was a
result of BCLC’s ongoing efforts to continually improve its AML regime. I informed them of
BCLC’s decision as I know that the Government did not like surprises. This was an improvement
that I was not willing to delay or ask permission for. Itold Mr. Kroeker to proceed as I felt that
this was too important to delay. I do not recall Mr. Scott or Mr. Fyfe’s response to the
information that BCLC was de-risking MSBs. Mr. Scott and Mr. Fyfe did not ask me to consult
Dr. German about BCLC’s decision to de-risk MSBs. I did not consult Dr. German on this

decision.

318. BCLC subsequently implemented in March 2018 a policy that prohibited casinos from
taking any form of payment from a Money Service Business. I never heard any concern from Dr.

German or the Ministry or GPEB regarding this.

319. 1 do not recall any negative response to this directive by Service Providers.
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XVIIL. Other AML Proposals and Options

¢. Credit

320. During my time as CEO, BCLC has explored a process to offer credit to BCLC’s high limit

table players at various periods of time. At this time, I am not aware of BCLC offering such

credit to its high limit players.

321. Iam aware of one exercise exploring the process of offering credit to high limit table

players in order to reduce the risk and frequency of their reliance on large amounts of cash in fall

2015.
322. I am aware of another exercise exploring the process of offering credit in 2019.

323. On or about January 9, 2019 to January 10, 2019, I exchanged emails with Mr. Kroeker

and Mr. Desmarais requesting that they update me about the subject of credit in casinos. A true

copy of this email exchange is attached as Exhibit 167 (BCLC0005084).
d. Lower ID Threshold

324. 1am aware that, prior to my departure on medical leave, BCLC was working on the
implementation of mandatory identification tracking of patrons making cash buy-ins beginning
at $3,000 and above. I am not aware of the status of these efforts following my departure on

medical leave.

325. On or about December 4, 2018, I received a letter from Mr. MacLeod with the subject
“Source of Funds Declaration Identification Threshold”, expressing GPEB’s support for this
initiative. A true copy of this letter is attached as Exhibit 168 (GPEB1464).

326. 1prepared a BCLC Briefing Document, dated December 5, 2018, entitled “Identification
Requirements for Table Game Buy-Ins at BC Casinos”, a true copy of which is attached above

Exhibit 72 (BCLC0005839).

as
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XIX. Paladin and Project Icarus Investigations and Recommendations

327. On October 5, 2017, I received a letter from Minister Eby with the subject “Allegations of
sexual assaults on staff at River Rock Casino. This letter directed me to undertake investigations
into a series of allegations. A true copy of the letter I received, dated October 5, 2017, is

attached as Exhibit 169 (GPEB(984).

328. 1 consulted Mr. Kroeker about an investigation into human resources practices at River
Rock Casino. I recall that Mr. Kroeker and myself believe that it was GPEB’s responsibility to
conduct such an investigation, as it related to conduct that could affect individual or corporate

registration.

329. Following my conversation with Mr. Kroeker, I recall that I spoke to both Mr. Mazure and
Mr. Fyfe separately and shared my belief that it was GPEB’s responsibility to conduct this

investigation. I do not recall the dates of these conversations.

330. GPEB subsequently refused to investigate this and BCLC was directed to investigate. I
was concerned about a potential conflict developing if BCLC Security Personnel conducted the
investigation, given their ongoing relationships with River Rock staff. I thus directed BCLC to

use a third party. BCLC hired Paladin Security to undertake an investigation.

331. On or about March 19, 2018, I sent a letter to Mr. Mazure with the subject “Investigations
into Allegations regarding Great Canadian Gaming Corporation’s Operations at River Rock”. A

true copy of my letter, dated March 19, 2018, is attached as Exhibit 170 (GPEB1245).

332, Inmy March 19, 2018 letter, I enclosed a copy of the Final Summary Report prepared by
Paladin Security also dated March 19, 2018. A true copy of the Final Summary Report enclosed
with my March 19, 2018 letter is attached as Exhibit 171 (GPEB1247).

333. On October 5, 2018, I received an email from Mr. MacLeod with the subject “VIP Room
Investigation.” I forwarded this email on October 5, 2018, to Mr. Kroeker and Mr. Desmarais
and was copied on their exchange with Ms. Jennifer Keim, BCLC General Counsel, on October
9, 2018. A true copy of this email chain is attached as Exhibit 172 (BCLC0007380,
BCLC0007381 and BCLC0007382).
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334. In the October 5, 2018 email that I received from Mr. MacLeod, he provided me with a
draft final report on the VIP Room Investigation and draft letter with the subject
“Recommendation to BCLC for developing and implementing VIP Operational Standards,
Policies & Procedures”. To the best of my recollection, attached above as Exhibit 172 is a true

copy of the draft letter that I received from Mr. MacLeod in his October 5, 2018 letter.

335. On or about October 10, 2018, I sent a letter to Mr. MacLeod with the subject “Response
to Recommendation for developing & implementing VIP Operational Standards, Policies &
Procedures”. A true copy of this letter, dated October 10, 2018, is attached as Exhibit 173
(BCLC0008096).

XX. AML Deputy Minister’s Committee

336. When it was created in or about July 2018, I was a non-voting member of the Deputy
Minister’s Committee on Anti-Money Laundering (the “AML Deputy Minister’s Committee”).
The General Manager of GPEB, by then Mr. Sam McLeod, was also a non-voting member of
this Committee. The voting members of the Committee were Mr. Scott, Mr. Mark Sieben who
was then Deputy Minister for the Solicitor General, and Ms. Wannemaker who was then Deputy

Minister for the Ministry of Finance.

337. Tunderstood that the mandate of the AML Deputy Minister’s Committee was to support
and direct the implementation of the recommendations from the German report. This committee

was re-established in June 2019 to develop a multi-sectoral strategic response to AML.

338. 1attended all of the AML Deputy Minister’s Committee meetings. I understood my role as
a non-voting member of this Committee was to provide information, insight and advice to the
Deputy Ministers on the gaming industry. I was asked to leave the Committee meetings when

there were sensitive Government discussions for which the Committee would go in camera.

339. Following the release of Dr. German’s second report, Dirty Money — Part 2: turning the
Tide — An Independent Review of Money Laundering in BC Real Estate, Luxury Vehicle Sales
& Horse Racing, dated March 31, 2019, and of the report of the Expert Panel on Money
Laundering in BC Real Estate, Combatting Money Laundering in BC Real Estate, also dated
March 31, 2019, I was advised by Ms. Megan Harris that the role of the AML Deputy Minister’s
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Committee would be expanding and that, as a result, my role on this committee would be
reduced. I was no longer required to attend every AML Deputy Minister’s Committee meeting

and would only attend meetings at which the gaming sector was discussed.

340. Throughout my time on the AML Deputy Minister’s Committee, I recall that the members
of the Committee engaged in important and substantive discussions about AML work. By way of
example, attached as Exhibit 174 (AMLDMC0013) and 175 (AMLDMC0044) are the Minutes
of the December 13, 2018 and June 18, 2019 meeting respectively.

341. Irecall that the Committee would receive specific communications and input from AML
Stakeholders. For example, I am aware that on or about November 15, 2018, the AML Deputy
Minister Committee received a letter from Ms. Keim providing comments on a proposed
“Standards-Based Model for Gambling Regulation” presentation. A true copy of this letter is
attached as Exhibit 176 (BCLC0005846).

342. Based on my participation on the AML Deputy Minister’s Committee, I hold the view that
the Committee’s belief was that the role of the Committee was to do the right thing and to
critically consider the German Report recommendations not simply to implement them. In my
opinion, this was reflected in the fact that the members of the AML Deputy Minister’s
Committee were dedicated to ensuring that BCLC implemented Dr. German’s recommendations
where appropriate and to considering other solutions where preferable options may exist or

where a recommendation was potentially not necessary.

343. On or about March 28, 2019, I sent an email to Ms. Jennifer Gallaway, the Director at
BCLC charged with coordinating the implementation of the German Report recommendations
with the subject “Cash in Casinos”. This resulted in an email chain between March 28, 2019 and
April 10, 2019, with the subject “Cash in casinos,” between myself, Ms. Gallaway, Mr. Kroeker,
Ms. Bal Bamra, and others. A true copy of this email chain is attached as Exhibit 177
(BCLC0004547).

XXI. Resignation of Ross Alderson

344. On or about September 29, 2017, I learned that the journalist Mr. Cooper published an

article that included a reference to a BCLC s. 86 report, identifying a patron’s name. I discussed
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this article with Mr. Kroeker. Mr. Kroeker advised me of his belief that it appeared that there was
a leak within BCLC, GPEB or the RCMP, based on the nature of the information contained in
this article which referenced a s. 86 report. These three organizations were the recipients of the

s. 86 reports. I was concerned by the possibility of a leak within one of these organizations.

345. Following my conversation with Mr. Kroeker, I contacted each of Mr. Mazure and Mr.
Fyfe on or about October 3, 2017. In my conversations with both Mr. Mazure and with Mr. Fyfe,
[ shared with them my belief that there was a leak in either BCL.C, GPEB or the RCMP, as these
were the organizations that were aware of the contents of the s. 86 reports that provided the

basis for this article.

346. The following day, on or about October 4, 2017, 1 received a letter from Minister Eby. This
letter was addressed to myself and to Mr. Mazure. In this letter, Minister Eby instructed Mr.
Mazure and myself to reinforce within our respective organizations the importance of
confidentiality and that breaches would result in immediate dismissal. A true copy of this letter,

dated October 4, 2017, is attached as Exhibit 178 (BCLC0015846).

347. Upon receiving the letter from Minister Eby, I immediately wrote an all-staff email
emphasizing the Standard of Ethical Business Conduct and that this included not releasing
confidential information and that the breaches would result in immediate dismissal. A true copy

of the email that I sent is attached as Exhibit 179 (BCLC0016055).

348. A few hours after sending the all staff email, I received a text from Mr. Alderson stating “I
hope that you remember me as a good guy.” I later received an email from Mr. Alderson himself,
dated December 13, 2017, expressing his regret with the situation and seeking to explain his
actions. A true copy of the emails that I exchanged with Mr. Alderson between December 13,

2017 and December 15, 2017 is attached as Exhibit 180 (BCLC0010060).

349. [ advised Mr. Desmarais who contacted Mr. Sweeney. I recall that Mr. Kroeker was away
at the time. I also directed the VP of Human Resources, Ms. Jamie Callahan, to contact Mr.
Alderson to obtain his laptop, phone, and any other BCLC property. Ms. Callahan collected these

items from Mr. Alderson’s house and delivered these to BCLC’s Security team. I understand that

74



Ms. Callaghan communicated to Mr. Alderson about BCLC’s Whistleblower Policy, a true copy
of which policy, dated January 2015, is attached as Exhibit 181 (BCLC0003800).

350. 1 later learned that the Security Team determined that Mr. Alderson’s laptop had water

damage .

351. After BCLC learned that Mr. Alderson was the source of the leak, I participated in a series
of meetings with him in the presence of counsel. I am not at liberty to discuss these meetings

with Mr. Alderson as these meetings are subject to settlement privilege.

352. At the time of the events leading to Mr. Alderson’s resignation from BCLC, I was in
regular communication with the Government. I did not disclose Mr. Alderson’s identity to the

Ministry.

353. Between October 5, 2017 and October 11, 2017, I exchanged emails with Mr. Mazure
regarding the investigation into the disclosures by Mr. Alderson, referred to only as a BCLC

employee. A true copy of this email exchange is attached as Exhibit 182 (BCLC0008668).

354. On or about October 11, 2017, I received a copy of a letter from Mr. Herb Isherwood,
BCLC’s external legal counsel to Mr. Josephson regarding Mr. Alderson, a true copy of which is

attached as Exhibit 183 (BCLC0009068).

355. On or about October 13, 2017, I received a copy of a letter from Mr. Josephson to Mr.
Isherwood, BCLC’s external counsel, regarding Mr. Alderson. A true copy of this letter is
attached as Exhibit 184 (BCLC0008540). Following receipt of this letter, Mr. Isherwood wrote
to Mr. Fyfe in a letter dated October 16, 2017, to inform the Ministry that BCLC had learned that
a BCLC employee was the source of the leak. A true copy of this letter to Mr. Fyfe is attached,
with enclosures, as Exhibit 185 (BCLC0008643).

356. 1 am aware that in the RCMP initiated a review in respect of the possibility that
information within the possession of the RCMP was inappropriately shared with the media. A
true copy of an undated letter from C/Supt. Keith Finn of the RCMP E-Division FSOC to Mr.
Isherwood, informing BCLC of this review, is attached as Exhibit 186 (BCLC0016729).

75



357. During the events in question, I understood based on my conversations with Minister Eby,
Mr. Fyfe and Mr. Godfrey that Minister Eby held a concern that the individual who was the
source of the leak might qualify as a whistleblower and was concerned about mistreating a
possible whistleblower. I communicated to the Minister that the individual who was the source
of the leak had been advised of BCLC’s whistleblower program and was not interested in this. I
never received a direction by Minister Eby to not terminate this individual. On or about
December 14, 2017, I had a teleconference with Minister Eby, Mr. Fyfe, Mr. Godftrey, who was
the Minister’s Assistant to the Attorney General, and Mr. Smith, about how to handle the
situation with Mr. Alderson. I recall that Minister Eby wanted to know if we could stop him from
speaking with the media. I advised that I did not support requiring the employee to sign a non-
disclosure agreement, as it would be perceived as an attempt by BCLC to muzzle him. [ recall
that we also discussed the options for Mr. Alderson and if he could be transferred to another
government role. I recall suggesting various options, including transfers to GPEB to another
public service role. These options were dismissed, leaving only the options of dismissal or
resignation. The Minister communicated that BCLC had to “do what they needed to do”, but
also said that it may be hard for people to understand why the Board Chair and the CEO were
still in their corner offices when the whistleblower was out on the street. I understood from this
that if Mr. Alderson did not resign and BCLC were to terminate him, there may be consequences

for Mr. Smith and I.

358. On the day following my conversation with Minister Eby and Mr. Smith, on or about
December 15, 2017, I received a frantic phone call from Mr. Godfrey. Mr. Godfrey explained to
me that the Minister was contemplating having Dr. German resolve this situation as part of his
review. I told Mr. Godfrey that the employee was a BCLC employee; that I would be meeting
with him; and that I understood the consequences if it did not go well. I stated it was clear to me

what Minister Eby had implied.
359. BCLC’s lawyers and I met with Mr. Alderson on or about December 15, 2017.

360. Mr. Alderson ultimately resigned from BCLC on or about December 15, 2017, a true copy
of which resignation letter from Mr. Alderson to Mr. Kroeker, to which I was copied, is attached

as Exhibit 187 (BCLC0009058). I accepted his resignation on behalf of BCLC. I informed Mr.
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Fyfe and Mr. Godfrey of this shortly after. It was apparent to me when I informed them that Mr.

Alderson resigned that they were very relieved.

361. In early February 2019, Mr. Alderson gave an interview on CTV’s W5 program.
Following this interview, I recall that BCLC sent to Mr. Alderson a letter on or about February

19, 2019, a true copy of which is attached below.

362. Following the CTV W5 Interview, I wrote an article in the YAK newsletter about this
interview and the media attention with respect to BC casinos and money laundering. A true copy

of this article, dated February 11, 2019, is attached as Exhibit 188 (BCLC0011683).

363. Between February 19, 2019 and February 20, 2019, I was copied to and participated in an
email exchange with Ms. Piva-Babcock with the subject “Alderson work timeline”. A true copy

of this email exchange is attached as Exhibit 189 (BCLC0010171).

364. 1received a call on or about in mid-February 2019 from Mr. Scott. I recall Mr. Scott
sharing with me Minister Eby’s concern that BCLC had sent a letter to Mr. Alderson following
the CTV W5 interview and that Minister Eby was not aware of this letter. I recall telling Mr.
Scott that I had not expected news of this letter to reach the Minister and that the hope in sending

the letter was to encourage Mr. Alderson to not make any unfounded allegations.

365. I am aware that on or about February 25, 2019, Mr. Isherwood sent a letter to Minister Eby
with the subject “Ross Alderson and B.C. Lottery Corporation.” Mr. Isherwood wrote in
response to Minister Eby’s request for a briefing with respect to a letter sent on behalf of BCLC
to Ross Alderson dated February 19, 2019 with the subject “Defamatory and Unlawful Media
Communications Regarding British Columbia Lottery Corporation.” A true copy of the letter to
Minister Eby, dated February 25, 2019, with enclosures, is attached as Exhibit 190
(BCLC0009904).

366. On or about February 26, 2019, I participated in a call with Minister Eby and others.
During this call, I recall that Minister Eby expressed that he understood the purpose in sending
the letter to Mr. Alderson following the CTV W5 interview, but that he would have liked to have

known in advance that this letter was being sent.
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XXII. Termination of Robert Kroeker
367. On or about July 2, 2019, I terminated Mr. Kroeker’s employment with BCLC.

368. My decision to terminate Mr. Kroeker’s employment with BCLC had nothing to do with
his role in BCLC’s AML efforts, the casino industry, his role in AML generally, or with the

German Report recommendations.
XXIII. Horse Racing Industry Management Committee

369. 1 am the current chair of the BC Horse Racing Industry Management Committee. I have

held this position since March 2014 as part of my mandate as CEO of BCLC.

370. The Committee was formed to support and direct the horse racing industry. It is a
collaboration between owners of Thoroughbreds, owners of Standardbreds, and operators of race
tracks (that is, the Great Canadian Gaming Corporation), and includes the Gaming Policy and
Enforcement Branch (“GPEB”) as a non-voting member. The Committee is responsible for the
direction of the industry, revenue distribution, and marketing and business development

investments.

371. Following the review by Dr. German of the horse-racing industry, I suggested to this
committee that we look at starting an AML program and I advised Mr. Brian Butters, Manager of
the Horse Racing Industry Management Committee, to discuss this with Mr. Kroeker. I recall
that the committee ultimately viewed this as unnecessary as FinTRAC does not identify this

sector as a reporting entity.
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372. Iam presently on medical leave from this position.

SWORN BEFORE ME at l/?.;-‘? Lovyer

British Columbsia, this ¢ day of
f((nvf.-'u{ .20&7 .
J ]

A Eomnmissioner for taking Affidavits for
British-Columbia

N’ N N N N N N’ N N

MAYA O. OLLEK
SUGDEN, McFEE & ROOS LLP
Barristers & Solicitors
700-375 Water Street
Vancouver, B.C. V6B SC6
604-687-7700
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introduction

BC Government's Summary Review: Anti-Money Laundering Measures at BC Gaming Facilties
(February 2011) "was intended to determine what anti-money laundering policies, practices and
strategies were in place. Additionally, the review was to identify any opportunities to strengthen
the existing anti-money laundering regime.” The Review has made an important contribution by
providing context and focus for the Gaming Policy and Enforcement Branch’s (GPEB)
continuing work with anti-money laundering diligence in BC casinos. GPEB has examined the
recommendations put forward by the Review and discussed these with the British Columbia
Lottery Corporation (BCLC), the RCMP and FINTRAC.

Both GPEB and BCLC have begun implementing new measures and strategies to better
manage cash and improve patron safety. To that end we are developing programs that result in
increased use of electronic funds, thereby decreasing the dependence on cash.

GPEB has set a goal to further strengthen the existing anti-money laundering discipline in the
province. We provide this action plan to address the recommendations from the Review.

The Goal

The gaming industry in British Columbia is recognized as a leader in anti-money-laundering best
practices.

Review Recommendations and GPEB Responses

While the Review found that BCLC and operators have appropriate money laundering strategies
in place, it also provided opportunities for BCLC to further strengthen the anti-money laundering
discipling in business operations, and for GPEB fo further strengthen its regulatory oversight.
GPEB's responses to the recommendations identified in the report are below:

Recommendations for BCLC

Recommendation #1

BCLC, in consultation with GPEB, should revise its buy-in/cash-out policy to allow for cash-outs
to be paid by cheque, where cash-out cheques cleatly and unequivocally indicate that the funds
are not from gaming winnings.

GPEB Response
GPEB agrees that the buy-in/cash-out policy requires revision.

Effective immediately, patrons may buy-in with certified cheques. This complements the policy
already in place that allows buy-in to the Patron Gaming Fund accounts with certified cheques.

GPEB and BCLC are working on a policy to have cash-outs payable by cheque for ameunts
less than a prescribed amount (TBD: Between $5,000 — $10,000) to protect customers leaving
casinos. These cheques will note that the funds were not from verified wins as recommended.
Once other recommendations have taken effect to move the industry away from cash
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dependence, GPEB and BCLC will work on a policy to phase in cheque cash-outs for cther
amounts.

BCLC is currently developing the details of this policy solution and will present this to GPEB for
review,

Recommendation #2

BCLC should enhance training and corporate policy to help ensure gaming staff do not draw
conclusions about the ultimate origin of funds based solely on the identification of a patron and
his or her pattern of play. Training and business practices shoufd resuit in gaming staff having a
clear understanding that the duty to diligently scrutinize all buy-ins for suspicious transactions
applies whether or nat a patron is considered to be known to BCLC or the facility operator.

GPEB Response
GPEB agrees with this recommendation. BCLC has undertaken this initiative.

Recommendation #3

BCLC holds the view that gaming losses on the part of a patron provide evidence that the

patron is not involved in money laundering or other related criminal activity. This interpretation of
money laundering is not consistent with that of law enforcement or regufatory authorities. BCLC
should better align its corporate view and staif training on what constitutes money laundering
with that of enforcement agencies and the provisions of the relevant statutes.

GPEB Response
GPEB agrees with this recommendation. GPEB is working with BCLC to update policies and
procedures to ensure consistency with that of law enforcement and other regulatory authorities.

Recommendation #4

Gaming is almost entirely a cash business in B.C. This presenis opportunities for organized
crime. Transition from cash transactions to electronic funds transfer would strengthen the anti-
money laundering regime. BCLC, in consulfation with GPEB, should take the steps necessary to
develop electronic funds transfer systems that maximize service delivery, create markeling
opportunities, and are compiliant with anti-money laundering requirements.

GPEB Response

Executive from GPEB and BCLC have met and agreed to a common goal of transitioning the
gaming industry away from its current state as a cash dependent industry. This transition will
have a profound impact on the industry’s resistance to money laundering. As noted, BCLC and
GPEB have agreed to allow certified cheques to be used to ¢ash-in at gaming facilities. GPEB
believes that accepting certified cheques from patrons to buy-in at gaming facilities is an
immediate positive measure to reduce the cash basis of the industry and improve patron safety.
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BCLC and GPEB have already developed and implemented a Patron Gaming Fund (PGF)
program. The PGF account currently allows gaming customers to transfer money into B.C.,
casinos through electronic funds transfer (EFT) from bona fide Canadian financial institutions.

GPEB has established a cross-divisional working group to support the transition. Through this
working group, and in conjunction with BCLC, GPEB will facilitate this transition so that protects
problem gamblers, effectively addresses money laundering, and is economically responsible to

the industry.

Ultimately, this strategy will have a layered approach offering a combination of convenience,
incentives and requirements. This will isolate money laundering activity from legitimate gaming,
enabling highly effective enforcement action.

Recommendations for GPEB

Recommendation #1
Adopting the perspective that registration, audit and enforcement/investigations fie on a

compliance continuum and making sure the Branch structure, including reporting refationships,
supports this integrated approach.

GPEB Response

GPEB agrees with this recommendation. The cross-divisional working group is in place. The
group includes these functions, plus other related interests in the Branch. GPEB recognizes the
opportunity for improvement by better integrating various regulatory functions. Changes within
the Branch that have begun already will allow us to improve our strategic overview and achieve
stronger regulation of AML functions. This group will ensure that GPEB has a well co-ordinated
response to the recommendations, and to any future AML issues.

Recommendation #2
Developing an annual unified registration, audit and investigations plan that sets out and co-

ordinates compliance objectives and priorities for each year.

GPEB Response
GPEB agrees with this recommendation. GPEB sees an opportunity to involve other interested

areas of the Branch in the plan in addition to registration, audit and investigations. GPEB plans
to undertake this annual process beginning this fall.
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Recommendation #3

Formally involving the police agencies of jurisdiction, including those with specific anti-money
laundering and organized crime mandates, in annual enforcement objective and priority
planning.

GPEB Response

GPEB agrees with this recommendation. It is acknowledged that the informal network is active,
and productive. Going forward, GPEB will formalize involvement of pelice of jurisdiction and
other related agencies in our priority planning process,

Recommendation #4
Establishing more formal contacts and refationships with governance and enforcement agencies
and associations in jurisdictions with large, long-standing gaming industries.

GPEB Response

GPEB agrees with this recommendation. In addition to GPEB's existing contacts and
relationships, we are pursuing a more formal approach to sharing expertise with others in the
field. That can include new associations within North America and globally,

Long Term Recommendations

In addition to the above recommendations, the Review identified two initiatives that the Province
could consider “to more fully and accurately assess and address the potential future risk of
money laundering and assaciated criminal activities to gaming.” These initiatives and GPEB's
responses are:

Initiative #1

Engaging an independent firm with expertise in establishing electronic funds fransfer processes
and procedures to assist with the creation of an electronic funds transfer system that defivers a
high degree of service to patrons, is markelable, and is fully compliant with anti-money
laundering standards found in the financial sector. This firm should also be utilized to assist with
ensuring the structure and conduct of future anti-money laundering reviews not only measure
conformity with anti-money laundering legislation and regulations, but also help BCLC and
GPEB to go beyond regulatory compliance to meet financial sector best practices.

GPEB Response

GPER agrees with this recommendation. Work has already been done with independent firms to
incorporate best practices in this area. GPEB is working with BCLC to implement
Recommendation #4 to BCLC (transitioning away from a cash industry), and we will engage
appropriate help to identify and implement improved EFT practices as required to complete this
effort.

Initiative #2

Creating a cross-agency task force to investigate and gather intelligence on suspicious aclivities
and transactions at B.C. gaming facilities. The task force would report out on the types and
magnitude of any criminal activity it found occurring in refation to gaming facilities in B.C. This
information would help guide any additional actions that may be required.
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GPEB Response
GPEB agrees with this recommendation. We will determine how best to implement this initiative

after completing the other recommendations. GPEB believes that the other recommendations in
this report will have a powerful effect and significantly improve the AML regime in B.C, Inthe
interim, a more formalized approach and better co-ordination between interested agencies and
BCLC has been established to ensure effective communication.

Conclusion

The B.C. government's Summary Review: Anti-Money Laundering Measures at BC Gaming
Facilities has set a sound course. Once we have addressed its recommendations, we will
continue to innovate and improve the regime to ensure that B.C.’s gaming industry is
recognized as a leader in anti-money-laundering practices.
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Methods to Reduce Reliance on Cash in BC Casinos

In response to several audits and reports which have suggested that BCLC needs to improve their AML
(anti-money laundering) compliance and make efforts to reduce the reliance on cash within casinos,
below are some proposed suggestions.

Patron Gaming Fund Accounts (PGF)

PGF accounts were introduced into the larger lower mainland casinos beginning in December 2009 as a
way for the casinos to reduce their reliance on cash. Their use has been limited. Suggestions for
improvements are listed below: '

1. Allow PGF accounts to be opened and replenished with a wider variety of financial instruments
including: certified, personal and casino cheques, bankdrafts and debit,or credit cards. This
provides an avenue to move away from the issue of patrons carrying large.sums of cash into the
casino to game with. In regards to the use of personal cheques, the service providers would
have to establish their own cheque-clearing waiting periods as any financial institution does.

2. Allowing international funds transfer from a major Canadian chartered bank with an
international office (e.g. RBC Shanghai). Funds wotild.be transferred to Service Provider, head
office PGF accounts. Remove the restriction'that the EFT must come from a Canadian bank.

The patron should also have theability to return funds to the same international bank account it
was received from.

3. Allow patrons to EFT funds fram their PGF aceount back to their own bank account at a different
financial institutions This.could be:an account at a different financial institution, other than the
one in which th& EFT was originally'réceived. For example, the patron EFTs funds from their
Scotia bank@ccount into theiflPGF aceount and later EFTs the funds from their PGF account to
an account theylhave with the Bank of Montreal. As long as the patron is identified as the

owner of both b’éﬁk;gpcount_g,j;jhis should not be an issue.

The two recommendaf‘iﬁﬁ‘é above provide full audit trails and do not differ in nature to the
current large cash transaction (LCT) procedures which require full patron identification and
recording of relevant transactions separately.

4. Accept EFTs from other Canadian financial institutions besides Canadian banks (such as Credit
Unions).

5. Allowing funds to be transferred to a PGF account from any Banking institution. The Service
Provider would be allowed to file its’ own ‘due diligence’ report, attesting to the origin of the
funds, just like a Canadian bank.

playing it right
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6. Patrons currently have the ability to deposit into their PGF accounts any verified wins on the
same day the win occurs.

Casino Cheques & Other Financial Instruments

Currently, BCLC policy only permits casinos to issue cheques for verified wins. Suggestions to increase
the use of cheques and still maintain AML compliance are listed below:

1. For the safety and convenience of patrons, create a new type of casino cheque clearly labeled
“Not a Verified Win, Return of Funds Only”. These casino cheques would also be accepted as
buy-ins should the patron return to play. '

2. If a patron is cashing out and the amount is $10,000 or ever, offer the patron the option to open
a PGF account and deposit the funds there.

3. Accept buy-ins at the casino in a wider variety of finangial instruments including certified,
personal and casino cheques, bank drafts, money orders and debit or credit cards. This provides
an avenue to move away from the issue©f patrons carrying large sums of cash into the casino to
game with. In regards to the use of personal chegues, the service providers would have to
establish their own cheque-clearing waiting periods as any.financial institution does.

Extend Credit or Provide Cash Advances

Currently, the Responsible Gambling Standards for the province of BC do not allow gaming service providers to
extend credit or lend money toipatrons as per provincial policy. This policy would need to be amended in order
to allow the following suggééfions'to;-be.,imple'men_ted:

1. Extend credit ta patrons who‘_;iil',-lalify. The credit amount would have a minimum threshold,
$100,000 as an example and@ maximum threshold. Credit amounts below $100,000 would not
be offered. Patrons W disubmit all necessary identification information in order to be eligible
for the credit. The casino service providers would have to determine how much credit they are
willing to extend and thus be liable for.

2. Credit would be offered to both local and international players. Credit would only be available
at the larger casino properties in the lower mainland — namely River Rock, Starlight, Grand Villa
and Edgewater.

3. With credit capability extended to high limit players, offer a Casino ‘VIP Card’ that can be loaded
with funds and utilized at the cash cage for buy ins and for disbursements to a pre-determined
credit limit. To obtain a Casino card the patron would register at a Casino and reveal their
banking information. This process would be administered and tracked by the Service Provider.

Page 2 Sept 1, 2011
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Use of Legitimate Money Transfer Companies

1. A company called “TrustCash” has the potential to offer the ability for patrons to purchase
casino chips on-line and pay for them in cash at their nearest banking location. The company
would provide the patron with a slip or chit which would be redeemable at the casino for the
chips purchased.

2. Benefits include a fully auditable trail of the funds transactions.

3. A system called “Global Cash” is currently in use at the Edgewater, Grand Villa, Cascades and
River Rock casinos. There is a “Global Cash” terminal which patrons can use their credit cards
and request a cash advance. The patron then attends the “Global.€ash” cage on site and they
will provide the funds to the patron. Using this method the patron is not charged a daily
interest fee that is common with a regular cash advance on credit.cards. There are service fees
involved and the fees increase as the amount of the cash @dvance increases. There is no limit
on the amount of the cash advance — it would be based on the credit'card limit.

bele Page 3 Sept 1, 2011

playing It right

BCLC0015761.03



This is Exhibit “ 3 “referred to in the
Affidavit of Jim Lightbody sworn (or affirmed)
before me at |,z"fﬂU’1 LOVICY , B.C.,
this &3 day of January, 2021.

iy
(£ Ti 7 ?}\'H =

A Comr}uss'oner/Notary Public for the Province of
British Columbia

013



14

bele

Casino Cash and Payment Business Process
Enhancements Project

Steering Committee

Terms of Reference

1) PURPOSE

The purpose of the Steering Committee is to oversee the overall direction of the casino cash and
payment business process enhancements project and its impact to the corporation’s business
processes and anti-money laundering regime. The Steering Committee will guide and monitor the
work of the project and will be responsible for resource allocation to the project. Additionally, the
Steering Committee will be responsible for the management of issues that cannot be resolved at
the working group level.

2) COMPOSITION

The Committee shall be composed of:

Terry Towns, Chair
Jim Lightbody
Darryl Schiewe
Rob Kroeker
Susan Dolinski

® & 6 @& o

3) MEETINGS
a) The Committee will meet initially to review and approve the form and content of the Project
Charter and Project Plan.

b) After the initial meeting, the Committee will meet as deemed necessary to carry out its
responsibilities.

c) The Director Strategic Projects will set the meeting agendas with input from Committee
members and the Chair, Vice President Corporate Security and Compliance.

Casino Cash and Payment Business Process Enhancements Project Steering Committee Terms of ReferencePage 1
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d) The Committee will keep regular minutes of its meetings. The VP Security and Compliance will
report to the Executive Committee regularly regarding the Committee’s activities and actions of
material concem to BCLC.

Casino Cash and Payment Business Precess Enhancements Project Steering Committee Terms of ReferencePage 2
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Minutes for AML Steering bc Committee

Meeting Held on October 31, 2011
Room G5, Vancouver Office

In attendance: Darryl Schiewe, Jim Lightbody, Terry Towns, Susan Dolinski, Rob Kroeker
Meeting commenced at 3:30 p.m.

1. Approval of Agenda:

The first order of business was the agenda. The agenda was adopted as presented.
2. New Business:

Rob commenced the meeting with the presentation and review of the Steering Committee Terms
of Reference for approval by the members.

A discussion and review of both the Project Charter and Project Plan took place with the
determination that early consultation is needed with Responsible Gambling on the initiative related
to the placement of ATM’s to more visible and accessible locations on the casino floor. Rob
agreed to initiate this discussion with the Responsible Gambling team.

It was also agreed that additional stakeholder consultation will be needed with Finance and
Corporate Services on the proposal to manage Global Cash through the cage, as there may be
implications to the float amount. Rob agreed to arrange and conduct meetings with the appropriate
internal stakeholders who were determined to be Mike Wolfram and/or Wendy Henning.

Rob initiated discussion regarding resource requirements and commitments. After review of the
aforementioned, all confirmed ability to resource the project as laid out in the Project Plan.

3. Decisions:
The Terms of Reference were approved as presented.

Following consideration and discussion in the session, the Project Plan was also approved as
presented, with agreement that relevant document will be circulated for signatures.

4, Qther:

Discussion took place about next meetings with consensus for the next meeting to be set for mid-
November.

There being no further business, the meeting adjourned at 4:30 p.m.

October 31, 2011 Meeting Minutes for AML Steering Committes Page 1
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Minutes for Casino Service Providers Working Group
Held on October 28, 2011
Room 05, BCLC Vancouver Office

In attendance:
BCLC: Darryl Schiewe, Jim Lightbody, Terry Towns, Rob Kroeker, Petroula Magriotidis

Casino Service Providers: Howard Blank, Peter Goudron, Walter Soo, Dennis Amerine,
Vic Poleschuk

Not in attendance:

Casino Service Provider: Lorenzo Creighton

Meeting commenced at 10:30 a.m.

1. Approval of Agenda:
The first order of business was the Agenda. Rob initiated discussion by determining if any
additional items needed to be added to the proposed agenda. None were identified and therefore,
it was adopted as presented.

2. New Business:

Rob commenced the meeting by outlining the project scope in a presented document with a list of
initiatives that are being worked on as elements of the overall Casino Cash Payment Business
Process Enhancements project. A review of these initiatives was completed with a discussion on
project structure and general timelines for implementation. Rob advised that the VIP Marketing
Initiative would only yield a discussion/scope document; as such a proposal would require more
robust research and consuitative efforts amongst key stakeholders for its feasibility. Rob also
advised that the concept of opening a PGF account with credit has been taken off the table due to
regulatory constraints at this time.

Further discussion took place regarding the proposed initiatives, specifically Patron Gaming Fund
Accounts, Deferred Payment, Casino Cheques and Global Cash on casino floors and what other
jurisdictions around North America are doing. It was agreed that more research and a risk
assessment needs to be conducted around the financial, legal and operational implications of
policy changes to these initiatives. Concern was raised around how funds would be collected if
patron’s deferred monetary instrument defaults and/ or how we ensure that funds being returned
to a patron go back to a single, “verified” personal account from an approved Canadian financial
institution?

Rob requested feedback on resource commitments and timelines, as more focused work will be
needed going forward in terms of research on service provider business processes and impacts of
implementation from an operational perspective. Agreed that the drafting of policy is the initial

October 28, 2011 Meeting Minutes for CSP Working GroupPage 1
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piece, but the most work will be around the training package, implementation roll out and the
potential impact it may create on investigations and audit.

3. Follow Up Actions:

a.

Proposed Cheque Acceptance and Clearance Process:

CSP provided input on cheque acceptance and clearance processes with agreement that
there are two types of cheque acceptance; one with a direct buy-in and the other with
credit with a minimum of $1000 to process immediately. Discussion took place about
potentially engaging a third party, central credit system-type company to verify patron
accounts with the financial institution and guarantee the cheque for a percent of the
cheque.

Single Financial Service Provider:

Rob raised the issue of the VIP marketing program and the notion of using one Canadian
financial institution in regard to any consideration of international funds transfers..

Further discussion took place around whether there is an opportunity to differentiate
between the North American market versus the international market as we move forward
with these initiatives.

CSP charge fees for cheque cashing:

it was determined that the Casino Service Provider cannot charge patrons for cheque
cashing as per the Financial Institution Act.

Minimum/Maximum Amounts:

CSP agreed to place the minimum threshold at $10K to establish a PGF account and
$1000 minimum for subsequent deposits.

PGF links to more than one bank account:
Discussion took place and agreement regarding needing to put parameters around the

number of accounts and setting a limit to two accounts in the sole name of an individual
which is a personal account and has no sole proprietorship or business affiliation.

4. Take Away Action Items:

a.

Agreed that each Service Provider would do some research on patrons who have gaming
accounts of $10K and provide estimates on demand or uptake of these accounts, in order
for BCLC to look at their ability and capacity to audit them. Also discussed dormant
accounts and setting that limit to one year, as opposed to 3 months. CSP contact them at
the year mark, but agreed it's discretionary if they wish to contact these patrons at a prior
date for marketing purposes. Action: Each CSP to come back with an estimated
percentage of usage and potential establishment of PGF accounts.

Discussed that prior to GMS system implementation, it would be beneficial to have a
standardized forms and data fields for account records. Action: Rob agreed to consult

October 28, 2011 Meeting Minutes for CSP Working GroupPage 2
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with the Operational Gaming Audit team to provide a template to the service providers with
the accord that the CSP would form a working group to standardize the form.

¢. Each CSP was asked to provide detail regarding business process around using debit
cards and internet banking. Specifically CSP to determine what controls are in place or
can be implemented to ensure that funds only get transferred or pushed out to the same
originating “verified” account. Action: CSP to determine how they would verify accounts
and to consult with Canadian financial institutions on process structure.

There being no further business, the meeting adjourned at 12:00 p.m.
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Minutes for Casino Service Providers Working Group
Held on December 15, 2011
BCLC Vancouver Office/ Teleconference

In attendance:
BCLC: Darryl Schiewe, Jim Lightbody, Terry Towns, Rob Kroeker, Petroula Magriotidis

Casino Service Providers: Howard Blank, Peter Goudron, Walter Soo, Dennis Amerine,
Vic Poleschuk, Lorenzo Creighton

Meeting commenced at 3p.m.

1. Approval of Agenda:

The first order of business was the Agenda. Rob initiated discussion by determining if any
additional items needed to be added to the proposed agenda. None were identified and therefore,
it was adopted as presented.

Minutes from October 28, 2011 were accepted as presented.
2. Old Business:

Rob commenced the meeting by going over PowerPoint presentation about project. Highlighted
the importance of significant policy requirements needed for these changes to be viable and to
keep accounts open based on compliance rates.

In regards to Deferred Payment Program which is now going to be referred to as Hold Cheque,
accounts need to be opened with individually held accounts from Canadian financial institutions
and any funds going back to patron go to that particular verified account.

Discussion took place about when the LCT has to happen. Probably when they get the cheque
because it is done; the report can happen then.

Rob advised that a formal cheque acceptance/clearance policy needs to be approved by BCLC.
Recommended using Central Credit as it provides critical gaming history information as a credit
check source, but consideration may be given to not require service providers to obtain the
cheque guarantee service.

Questions discussed:

Minimum cheque amount? At this point $10K, with a maximum of $1million, but will need to
confirm this threshold.

October 28, 2011 Meeting Minutes for CSP Working GroupPage 1
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Approval thresholds? CSP to establish policy on amounts and positions needing to sign off.

Legal question around is it legal to enforce a marker — outcome of research shared.

Question around hold period, as we move forward can extend this. Useful for CSP to track
requests for length of periods to advise on subsequent policy revisions in the future if necessary.

Also important for CSP to track draw down on the cheque.

Take Away Actions:

Casino Service Providers:

a.

~oo

BCLC:

Cheque Hold Program - recommend policy around thresholds and amounts and which
positions need to sign off on.

Use of debit at the cage — feedback.

Confirmation deposits to PGF accounts via internet banking can be restricted to approved
accounts.

Processes for a single PGF account for each Service Provider

Standardized forms — feedback.

Identification of CSP training leads/resources.

Permitting table draws on a hold cheque.
PGF Account holders - is one file per patron per CSP permissible.
Use of uncoded cheques — markers.

October 28, 2011 Mesting Minutes for CSP Working GroupPage 2
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To: Jerry Williamson|gegelsE1RIn{o]gagF=\ilo)y! SinERlshiielelsPersonal information |

From: Brad Desmarais
Sent: Thur 2013-11-21 4:57:21 PM
Subject: FW: Google Alert - money laundering casino

932992332

During our last CSP AML meeting we discussed options for reducing cash into the Casinos. One area of
concern is the money flowing from Macau (China) to our Casinos either through hand carrying monetary
instruments (primarily currency) or using an underground banking system, triggered by non-traditional
banking practices to move monetary benefits from Asia to Vancouver. Whatever the case, it appears that the
Macau is a big part of this process for the primary reason that most of our high value players in BC (River
Rock) also frequent Macau. In fact, we were advised that RR cheques are often cashed there. It seems logical,
in that case, we should be able to reciprocate and cash Macau Casino cheques here. This may result in an
immediate drop in currency entering our Casinos because presently there are very few ways for funds
destined for gaming can be moved from China to here.
This is not without challenge. See the article below. We may want to look at specific Casinos in the Macau
region and designate only certain ones from which cheques will be accepted — perhaps those with U.S.
regulatory oversight? | note that G2E is in Macau in late Spring. We might want to take advantage of that
conference to also review the viability of offering this service within the context of that conference.
Let me know what your thoughts are. Quite frankly | am coming up empty in looking for solutions to facilitate
the transfer of funds from Hong Kong/China/Macau. This may be our best opportunity.
Brad
From: Google Alerts [mailto:googlealerts-noreply@google.com]

Sent: Thursday, November 21, 2013 7:47 AM

To: Brad Desmarais

Subject: Google Alert - money laundering casino
News 1 new result for money laundering casino

Federal panel raises deep concerns about gaming in Macau Casino City Times
In August, Las Vegas Sands paid a $47.4 million settlement with federal prosecutors to avoid criminal money
laundering charges at its Strip hotel-casinos eight ...

See all stories on this topic »

Unsubscribe from this alert.
Create another alert.
Manage your alerts.

BCLC0015974
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BACKGROUND

INTRODUCTION

Keeping with BCLC's goal of creating a player-centric company which strives to hear, anticipate
and act upon customer expectations and offer exceptional entertainment through innovative and
engaging channels and games, Casino & Community Gaming undertook a comprehensive
analysis of the current state of table play in BC to ensure that BCLC maintains a table strategy
model which:

» Supports the divisional goal of transforming from a concentrated player base where 80%
of revenue comes from 10% of players to a wider player base where 80% of revenue
comes from 20% of players

e Provides maximum entertainment value to our players

e Encourages future revenue growth through the retention of current carded players, the
conversion of uncarded to carded table game players and the acquisition of new players.

e Encourage new and incremental revenue streams

o Achieves a return on investment (ROI) that helps both BCLC and its Service Partners
realize their revenue targets

Although varied in their approaches, the recommendations that follow can be grouped into four
overarching objectives:

1. Introduce games and bet limits that appeal to more casual and light player base

2. Support Service Partners to offer the games that appeal to more casual and light player
base

3. Eliminate barriers which impede VIP players ability to play to their full potential

4, Convert uncarded light and casual table game members to the Encore Rewards program

BCLC Table & E-Table Games Strategy Document 2
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HISTORY AND BACKGROUND

Effective June 1, 1998, BCLC assumed responsibility to conduct and manage table games,
making the Corporation responsible for all commercial casino gaming in the province.
Specifically, BCLC gained responsibility to conduct and manage casino gaming, and contracts
with private sector casino service providers for facility and operational services. As such, the
Corporation owns all gaming equipment and slot machines, selects and approves games, sets
bet limits and operating hours, monitors and manages slot machines through a central computer
system, establishes operating standards and procedures, and approves adverising and
promotion programs.

From 1999 to 2009, BCLC focused primarily on expanding the table game business both in terms
of availability and game mix as new table products were added to the repertoire across a greater
number of sites.

BCLC completed its first full year of casino operations in fiscal 1999/2000; table games
accounted for $214.7 million of the total $445.2 million in revenue while slot machines accounted
for $230.5 million.

BCLC Table & E-Table Games Strategy Document 3
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CURRENT SITUATION

Since 1998, table game revenue climbed steadily as new sites opened, reaching its peak of 485
table games and $379.8 million in revenue with the opening of Grand Villa in 2008. Since that
time however, the number of tables has decreased and drop has shown little growth, generating
$379.5 million in FY2011. Furthermore, as a percentage of all casino revenue, the proportion
generated by table games has decreased continually since 2000.

Casino Revenue - Slot and Table
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Analysing these numbers further reveals that drop in table games other than MDB and Poker has
actually decreased, therefore the overall flattening of revenue has only been sustained because
of growth in MDB. Drop for MDB increased 29% from three years ago while all other tables
combined saw a decrease of 9% over the same time frame. Please note, Poker is excluded as
BCLC only earns a service charge for running the tables.

Yearly Product Trends

All Table Product vs. Midi Baccarat
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Chinese New Year was extremely profitable in 2012 due to reasons beyond BCLC's area of
influence and/or control. However, even prior to this point, drop for MDB had been trending up.
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BCLC in addition to traditional table games, BCLC has incorporated the use of eTable games in
many sites. These games enrich players' experiences by broadening the gaming repertoire
available to them especially at CGCs and smaller casinos which may not be able to support a
fully staffed traditional live table game.

BCLC currently has two types of eTables games:

1. Linked — the Touch Bet variety of eTables (TBR,TBB) are linked to a live table game and
tend to attract more experienced players that know the games and prefer the privacy and
ease of payout that the electronic terminal offers.

2. Stand-alone - MPS Roulette, MPS Baccarat, and Royal Match 21 which tend to attract
the novice, less frequent players piaying at lower denominations.

The games linked to a live table far out perform the stand alone versions.

Whether the game is linked or stand-alone, eTables should be classified as a subset of table
games and are therefore addressed in this strategy document.

Currently, BCLC is unable to track table play with the BCG Encore card which poses a number of
challenges from a strategy perspective. Firstly, it prevents BCLC from being able to address
table strategy on a more micro, individual player level. Secondly, qualitative research conducted
in May 2011 indicated that table players were dissatisfied that benefits of the Encore program
skewed toward slot players.

In order to maximize future revenue and provide best in class entertainment, BCLC must
enhance the Encore value proposition to include table game players. The importance of table
tracking both from a revenue generation as well as a customer retention/development will be
presented in a complementary strategy document.

METHODOLOGY

A cross functional team with representatives from Casino Operations, Table Games Product
Management, Gaming Analytics and Finance was tasked with designing a Table and E-Table
Game Strategy which would support BCLC's goal to be a player-centric organization, and thereby
allow for sustained future growth in the market. When available, expertise from other
jurisdictions, vendors, HLT and Service Partners (SP) was also solicited.

Rather than develop a single strategy for all table players, the table strategy team felt that any
strategies being contemplated must be based on two key components:
1. Player Segmentation
° How are table players segmented?
a \What are the characteristics of each segment?
2. Realm of Influence
. Which drivers are BCLC able to influence?

® Which drivers are BCLC willing to influence?

BCLC Table & E-Table Games Strategy Dacument 6
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Player Segmentation

Please note that the chart below utilizes the HLT's BC Market Assessment Report table data
methodology and applies it to Encore slot data; therefore the chart should only be used as a
guideline for categorizing table game players into smaller segments. Validation of the segments
will occur once BCLC and Service Providers are able to track carded table play.

Characteristics of each group are defined as follows:

VIP. >350,000 0.7% | $119,342.790]| 32.:6% 11.1 919
Core $15,000 - $49,999 | 2.6% | $87,361,282 | 23.8% 9.8 >1 visit / week $211 $122
Meditm __|$5,000-$14,899 | 25.0% |$133,558414 | 36.5% 35 Visit waekly. $95 $60
|Light $1,000 - $4,999 21.3% | $17,241.129 | 4.70% 1.2 Visit monthly §42 $32
Casual <$1000 50.3% | $8816135 | 2.4% 0.65 Visit 2-5 / merith $17 $15
Total 100.0% | $366,319,749
Player Segmentation Breakdown
60%
50% ?
40%
30% —
20%
10%
0, -
) e VIP Core Medium Light Casual
2% Players 0.7% 2.6% 25.0% 213% 50.3%
1% Theo Win 32.6% 23.8% 36.5% 4.70% 2.4%

As evidenced by the chart above, BCLC'’s table revenue is highly dependent on a small number
of players — the VIP players alone make up less than 1% of players, yet they are responsible for
32.6% of net win. Keeping in line with the goal of transforming to a wider player base where 80%
of revenue comes from 20% of players, efforts must focus primarily on increasing the relative
proportion of revenue generated from the Light and Casual player segments.
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The chart below shows the breakdown by site.

[ Player Segments
Site VIP Core Medium Light Casual
Revenue Size Revenue Slze Revenue Slze Revenue Slze Revenue Slze
Boulevard 22.2% 0.2% 21.8% 0.8% 20.7% 2.4% 23.1% 10.0% 12.2% 86.6%
Cascades 23.4% 02% 17.6% 0.7% 22.3% 24% 23.7% 9.7% 13.0% 87.0%
Cranbrook 6 1% 01% 17.0% 0.4% 25.2% 1.8% 31.7% 8.3% 20.0% 89.4%
Edgewater 28.0% 0.3% 20.2% 0.9% 20.6% 2.8% 20.9% 10.8% 10.4% 85.3%
Fraser Downs 12 1% 0.1% 20.7% 0.6% 22.1% 20% 28.9% 98% 16.2% 87.5%
Grand Villa 21.9% 0.3% 24.6% 1.3% 23.7% 38% 206% 12.0% 9.2% 82.6%
Kamloops Casino| 17 3% 0.1% 21.6% 06% 22.3% 21% 24.7% 8 3% 14.1% 88 8%
Kelowna Casina 22.7% 0.1% 16.7% 0.5% 20.8% 1.7% 23,7% 7.5% 16.0% 90.2%
Nanaimo 14.3% 0.1% 20.8% 09% 27.2% 3.3% 25.7% 11.4% 12.1% 84.3%
Penticton Casino | 18 0% 0.1% 20.7% 0.6% 24.6% 2.3% 23.1% 8.1% 13,6% 86.8%
Prince George 19.3% 0.2% 23.2% 1.3% 27.1% 4.1% 21.5% 11.8% 9.0% 82.5%
Quesnel 2.0% 0.0% 15.8% 0.4% 31.9% 2.2% 31.9% 7.6% 18 4% 89.9%
River Rock 35.0% 03% 20.0% 0.9% 19.1% 2 8% 17.3% 9.2% 8.6% 86.8%
Starlight Casino 19 5% 0.2% 16.7% 0.6% 23.7% 2.6% 25.5% 10.8% 13 6% 85.8%
Vemon Casino 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 00%
Victoria 24.4% 0.3% 24 4% 1.5% 24.5% 46% 19.6% 12.7% 7.2% 80.9%

Realm of Influence

Additionally, a preliminary breakdown was undertaken to determine which drivers of the table

gaming
such:

business BCLC was both willing and able to influence. The following were deemed as

Compensation — Adjusting the revenue split between BCLC and SP on certain games

Policy — Existing table game policies regarding game rules, access to funds, staffing
levels etc.

Product — Current distribution, replacement strategy and set up of games
Bet Limits — Changing max bet ceiling, introducing bet differentials

Marketing - Promotions to encourage trial, visitation, the conversion of uncarded players
to carded and new product awareness and availability

Although customer service and dealer training were identified as opportunities for improvement,
they are the responsibility of the Operations team.

BCLC Table & E-Table Games Strategy Document 8

BCLC0016589.09



Privileged Document — Produced without any waiver of privilege by BCLC before the Commission of Inquiry into Money Laundering in British Columbia
pursuant to s. 29 of the Public Inquiry Act, SBC 2007, c. @

EXECUTIVE SUMMMARY

Overall, table revenue has shown little growth since 2009 and looking at individual games reveals
that drop in table games other than MDB and Poker has actually decreased, therefore the overall
flattening of revenue has only been sustained because of growth in MDB. Furthermore, as a
percentage of all casino revenue, the proportion generated by table games has actually
decreased since 2000.

Keeping with BCLC’s goal of creating a player-centric company, Casino & Community Gaming
undertook a comprehensive analysis of the current state of table play in BC to ensure that BCLC
maintains a table strategy model which provides maximum entertainment value to our players
while promoting a healthier and more stable revenue stream, distributed more evenly across
player segments.

Based on their visitation and spend patterns, players were placed into one of five segments: VIP,
Core, Medium, Light and Casual and strategies focused primarily on increasing revenue potential
of the Light to Casual groups of players.

The recommendations presented in this strategy document have been reviewed and are
supported by Casino & Community Gaming Finance to ensure sound and logical financial
analysis and projections with supporting data.

Casual Players

Low Limit Blackjack: Because of its relative simplicity, Blackjack is often the first table game
that new casino players will try. However, these players are often intimidated by the high bet
limits and/or playing with more experienced players. Opening low limit Blackjack tables will
attract new and casual players who could be developed into core players. In the past, there have
been challenges with our Service Partners support this game due to low revenue generation and
high labour costs. Offsetting some of those costs by changing the split to 60% SP and 40%
BCLC will encourage sites to host this game, which appeals to and will therefore help grow the
casual player base.

Low Limit Roulette: Roulette is considered a core casino game that should be offered to attract
the Light and Casual player segments at all sites. In recent years, Service Partners have been
installing MPS Roulette and removing live Roulette tables from their sites because it was not
profitable for them to offer live games due to increasing labour costs and the current revenue
split. It is recommended that casinos remove MPS roulette and introduce Low Limit Roulette with
a more favourable split of 80% SP and 40% BCLC to offset some of their costs. Removed units
will be redeployed to CGC facilities.
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Light Players

Local Table Progressives: Local area progressive games provide an opportunity to generate
incremental revenue and extend the life of existing product by adding another level of excitement
and providing customers with additional gaming options. Introducing local area progressive
games as well as the chance to win significant jackpots appeals to the Light player segment and
may help transition them into the Medium player segment.

Marketing and Promotions: Historically, marketing support for table games products has
generally been very limited. Providing marketing support, which could range from provincial
initiatives, site specific advertising on Cool Signs or online etc. will attract new players by creating
new product awareness as well as encourage trial of new games.

Medium Players

Touch Bet Baccarat (TBB): Despite the fact that net win generated from TBB is increasing,
Service Partners are reluctant to support this product due to the current revenue split which is
limiting BCLC's overall revenue potential for this product. Reclassifying TBB as a table game and
changing the revenue split to 40% SP and 60% BCLC will encourage the installation of terminals
at additional properties in the Lower Mainland that currently have live Baccarat tables but are
reluctant to support this product with the current revenue split.

Craps: In recent years, Craps table performance has been declining due to the high cost of
operations for the SP, resulting in the unavailability of tables. The recommendation is to remove
the $270,000 net win per quarter threshold at which revenue split changes and leave the split at
25% for BCLC and 75% for SP on all Craps net win to encourage the Service Partners to support
this core casino game by keeping the table open longer and generating more revenue.

Midi Craps: Introduce Midi Craps with a revenue split of 65% SP, 35% BCLC without quarterly
net win thresholds to mid-size sites that do not operate a regular Craps table. Bringing a Midi
Craps table is a cost effective way to provide customers with access to a standard casino game
which contributes to revenue and adds excitement and energy to the floor.

Sic Bo: The one BCLC Sic Bo table be relocated and rotated annually to a different casino; this
will add a new table game to the current game mix and give players a new game to play. The
game can be added to the existing casinos in high traffic areas for incremental revenue.

Core Players

New Games Library: Table game variety has decreased over the years leaving players with a
stale game mix and not introducing new games could be restricting our revenue potential.
Creating a new games library for table games and electronic table games will decrease time to
market and allow BCLC to be more proactive in introducing new games when appropriate to keep
players gaming experience fun and fresh.

VIP Players

Increase Bet Limits and Differential Betting: VIP players are requesting higher bet limits
which indicate that current limits need to be reviewed and increased in order to satisfy demands
from key players as well as gaining additional revenue. Increasing current bet limit of $5,000 to

$10,000 will make players’ gaming experience more robust and also maximize potential revenue
opportunities.
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TABLE GAME STRATEGY

CASUAL PLAYERS
Low Limit Blackjack
Challenge

Because of its relative simplicity, Blackjack is often the first table game that new casino players
will try. However, these players are often intimidated to try Blackjack because of the high bet
limits and feeling uncomfortable playing with more experienced players. Opening low limit
Blackjack tables can attract new and casual players who could be potential regular players. In the
past, there have been challenges with our Service Partners support this game due to low revenue
generation and high labour costs.

Recommendation

Adjust the revenue split to 60% SP and 40% BCLC on low limit Blackjack tables, specifically
defined as those with bet limits ranging from $5 to $25; the current revenue split is 40% SP and
60% BCLC. To help our SPs mitigate their costs, changing the revenue split will allow them to
open low limit Blackjack tables and provide casual players with an opportunity to play Blackjack
with lower minimum bet limits.

Background

Analysis for the five properties that currently offer low limit Blackjack tables indicates that since
2009, BCLC has earned an average of $1.5M per year from low limit Blackjack tables. After
labour costs associated with staffing the table were deducted, SP's share was $423,395 annually
— all before fixed costs had even been considered. (Labour was calculated as approximately $31
per hour, which includes the Dealer and 1/4 of a Supervisor with benefits and break relief.)
Statements made by SP during meetings indicated that at the current revenue split, sites need
Blackjack to be at a minimum $15/hand in order to break even.

Averages Per Table Per Year Average “Total
Drop $2,159,158 $10,795,790
'Net Win 5518444 | 1$2592 206
Cost Per Year Average Total
Variable Labour Costs $122,697 $613 487
Revenue Split Per Year Average Total
BCLC (60%) 1$311,085 1$1,555,324
SP (40%) $207,376 $1,036,882
_ I\_I_e_;_ _Income, {Loss) Per Year Average Total
BCLE B311,065 $1,655,324
SP $84_,_(_:‘79 $_423,395
SP Cost: Revenue Ratio W 5B 59,2%.
SP Net Income Revenue Ratio 16.3% 16.3%
BCLC Table & E-Table Games Strategy Document 11
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Various compensation structures were analyzed and reviewed, however, the revenue split that is
recommended is 60% SP and 40% BCLC. The reasons for the recommendation are as follows:

» Under the current 60% BCLC, 40% SP compensation structure, on average the low limit
tables cost the SPs approximately 60% of their revenue share (40% of Total Net Win).
The average low limit Blackjack table is closer to 50% of their revenue share (average
between 2009 — 2012).

o Due to the high costs of operating table games, very few of our SPs encourage low limit
tables, and if they do, the hours available are limited.

e With very few low limit tables available, the casual player will opt out of playing tables
games due to economic, risk or intimidation reasons.

s« BCLC is willing to offer the 60% of revenue to the SP to operate low limit tables to
encourage play from casual players.

e With the extra revenue, the SPs can keep the tables open longer and offer them on more
days, especially during the weekdays.

o The new compensation rate will encourage more SPs to operate low limit Blackjack
tables.

e 60% of revenue will help the SPs with their operating cost ratio from 60% to 40%; much
lower than the regular LLBJ average.

Each site would be ailowed to operate 20% of their current Blackjack tables to a maximum of 3
tables per property under the new compensation rate.

The lowest performing Blackjack tables at each property were targeted for conversion (see
Appendix A). The revenue associated with these tables’ amounts to $5.3M. Using data from
other low limit tables currently in operation at other properties and estimating potential revenue
based on region, it is projected that total potential revenue of $17.4M could be achieved through
low limit play. This constitutes an uplift of $3.7M for BCLC under the new compensation model.

Assumptions
Success of this strategy is contingent on the following:

1. Sites can have 20% of their current Blackjack table count to a maximum of 3 low limit
Blackjack tables per property

Low limit bets are considered to be no higher than $5, maximum $25

Low limit Blackjack tables are permanent with no table adjustments during the operating
days or weeks. Must have written BCLC approval for adjustments.

4. SP must provide BCLC with a list of the tables that are deemed low limit Blackjack.

5. After 90 days, performance of the newly designated low limit tables will be reviewed.

LN
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Low Limit Roulette
Challenge

Over the past five years, the number of table games we offer to the public have shown a steady
decline. Repeatedly, the Service Partners have stated it was not profitable for them to offer
games such as Roulette due to increasing labour costs and the revenue split between
themselves and BCLC. Service Partners responded to this by installing MPS Roulette and
removing live Roulette tables.

Recommendation

Roulette is considered a core casino game and it is important to offer it to our players at all sites.
For the long term, it is important to attract the Light and Casual player segments to the fast paced
game of Roulette. It is recommended that casinos remove MPS roulette and introduce low limit
Roulette for casual players; removed units will be redeployed to CGC facilities where feasible.

It is recommended to change the current commission structure to 40% BCLC and 60% Service
Partner.

Background

There are three core games that have stood the test of time in casinos in North America;
Blackjack, Roulette and Craps. When people enter a casino they expect to see these games.

Historically, a customer will evolve to Roulette so with the right strategy to attract the Casual to
Light players, they can be educated to try the exciting game of Roulette, especially if the limits are
made more attractive to them.

With the introduction of low limit Roulette, Service Partners will have an increase in operating
costs, therefore to offset these costs, it is recommended to change the current commission
structure to 40% BCLC and 60% Service Partner.

The change in revenue split will result in an initial cost of ($840,000) to BCLC but will result in the
longevity of Roulette and increased revenue through incremental play and enhancement of the
overall gaming experience for our players in the future.

Estimated Overall Impact of Removing MPS Roulette and Replacing with Live Roulette
and Changing Commission Structure

Facilty sthange fo BCLC Net | % Increase in Total Nel Win Required $ Change to SP Net | % Change to
in 1o Offset Loss to BCLC Income SP Nel Income
cashio of e (526,040 16.4% $68,844 130.1%
Kamloops ($204,445) 60.6% $9,376 8.3%
Kelowna ($323,376) 70.9% ($30,268) (19.9%)
Nanaimo $29,277 (28.3%) $53,710 253.2%
Penticton ($165,277) 85.5% $22,432 22.6%
Treasure Cove ($150,054) 53.1% $27,506 29.2%
Overall Totals ($839,916) 51.3% $185,172 34.0%
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Assumptions

Live Roulette numbers are based on the assumption that play will continue at the same
performance levels as the current MPS Roulette games.

Sites must operate at least eight hours per day including peak periods and offer 25¢ to $1
minimum bets on the inside betting positions.

Performance will be measured and monitored to determine success.
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Marketing and Promotions

Challenge

Marketing support for table games products has generally been very limited; even though we
have a wide variety of core games and introduced several side bets over the last several years,
none or little promotion or advertising was provided.

Recommendation

Provide marketing support for table games product in the future, such as table games specific
promotions as well as advertising for product launches into the market. Marketing support could
range from provincial initiatives, site specific advertising on Cool Signs or online etc. to attract
new players, create new product awareness as well as encourage trial of new games.
Background

In the past, Casino marketing efforts have mostly supported slot products; new game themes or
lease games being introduced into the market; resulting in the lack of table games marketing.

With insufficient marketing support, it is more difficult for table products to reach full market
potential; this will have an impact on table revenue as well as player interaction and awareness of
new product that has been introduced over the years.

Casino Marketing has $100,000 budget allocated for table game Player Acquisition Support in
FY14.

BCLC Table & E-Table Games Strategy Document 15

BCLC0016589.16



Privileged Document — Produced without any waiver of privilege by BCLC before the Commission of Inquiry into Money Laundering in British Columbia
pursuant to s. 29 of the Public Inquiry Act, SBC 2007, ¢. 9

LIGHT PLAYERS
Local Table Progressives

Challenge

Local area progressive games provide an opportunity to generate incremental revenue and
extend the life of existing product by adding another level of excitement and providing customers
with additional gaming options.

Recommendation

Introduce local area progressive games which will appeal to the Light player segment. The
chance to win significant jackpots would appeal to this infrequent player as well as potentially
transitioning this player group into the Medium player segment.

Background

There has been proven success with progressive products on the slot machines; therefore,
adding another feature to table games will help extend the life of current product as well as
generate incremental revenue. Ideally, the local table progressive will have the ability to link
between similar table products.

A business case will be submitted in FY13 Q4 for implementation in FY14; cost, revenue
expectations, product reviews will be considered in the business case.
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MEDIUM PLAYERS
Touch Bet Baccarat (TBB)
Challenge

Despite the fact that net win generated from TBB is increasing, especially when compared to
other table games, Service Partners are reluctant to support this product due to the current
revenue split which is limiting our overall revenue potential for this product.

Recommendation

Reclassify TBB as a table game and change the revenue split for Touch Bet Baccarat (TBB) to
40% SP and 60% BCLC to encourage the installation of terminals at additional properties that
currently have live Baccarat tables in the Lower Mainland.

Background

Touch Bet Baccarat is an electronic Baccarat game that works in conjunction with a live Baccarat
table game. Players sit at a terminal and make wagers on the results of the live table game. This
allows the SP to accommodate more players without having to incur additional labour expenses
to open another live table.

TBB can currently be found at two sites: Boulevard Casino and Edgewater Casino.

Despite the fact that the numbers on TBB have been trending upward, Service Partners are
reluctant to put this game type in their facilities as they argue that the revenue split is too one
sided and should be the same as Touch Bet Roulette (TBR) which operates in the same manner,
and is connected to a live Roulette table. Currently the revenue split on TBB is 25% SP and 75%
BCLC, while TBR is 40% SP and 60% BCLC.

The revenue splits need to be changed in favor of the SPs to encourage the installation of
terminals at properties in the Lower Mainland that do not currently have TBB. The recommended
change in revenue split would also make it consistent with other table game revenue splits. This
could result in incremental revenue from our Medium player segment.

The immediate revenue loss to BCLC will be ($133,000) and an increase of 25% in total Net Win
will be required in order to maintain BCLC Net Win at current levels:

Proposed Gommission Spift Impagtito BOLE NetWin

SP SP % Increase in
FY 2912 BGLO et Commission ,BCLC st Commission $ Change Net Win to
Net Win Win (75%) (25%) Win (60%) (40%) Offsel Loss

5867805 | $665630  $221,877 | 8632504 | $355002  (3133,148)
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Installing incremental terminals to Baccarat games in Grand Villa, River Rock, and Starlight under
the new commission structure will provide BCLC with over $36,500 in Net Win annually per
terminal. Currently the two sites with TBB have 12 terminals in each. The capital cost for each
terminal is approximately $26,000 and will take BCLC 257 days to recover these costs (ROl of

142%) at current FY2013 play levels.

FY2013 [

WSsD Estimated Net BCLC Net SP Commission BCLC Cdpital Days for BCLC to
Win Win (60%) (40%) Costs: Recover Costs

168 '$61,453 $36,872 $24,581 $25,970 | IE5E

18
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Craps
Challenge

In recent years, Craps table performance has been declining as a result of decreased table
availability and the high cost of operations to Service Partners. Craps is considered a core casino
game that adds a great entertaining environment for players; therefore it needs to be available.
This game’s performance will continue to drop uniess it becomes more readily available to
players and much needed support by our SPs in order to generate revenue.

Recommendation

Remove the $270,000 net win per quarter threshold at which revenue split changes from 25%
BCLC and 75% SP to 60% BCLC and 40% SP. The recommendation is to ieave the split at 25%
for BCLC and 75% for SP on all Craps net win to encourage our Service Partners to support this
core casino game by keeping the table opened longer and generating more revenue.

Background

The current performance of Craps is generating an average $2,940 per table per day, $264,000
per table per quarter and $1.3M per table per year in revenue. The average hours a Craps table
is open is 13 hours per day.

Craps has not been included in the original game mix or for new casino openings since 2009.
Also, three casinos have closed their Craps tables between FY2009 and FY2010.

According to the current COSA, net win from Craps will be split at 25% BCLC and 75% SP up to
a total net win of $270,000 per quarter per table. The revenue split would revert back to 60%
BCLC and 40% SP on all revenue generated above this $270,000 per quarter threshold,
therefore penalizing SPs if they generate higher revenue.

Originally, this limit was determined based on the cost of operating the table. Costs were
calculated at $194,400 per table per quarter ($120 cost per hour x 18 hours per day x 90 days per
quarter). The SP would receive $202,500 (75% of $270,000) to aid in covering the cost of
operating the table. However, of the four properties that currently operate Craps, (each having
only one table), only two properties, Grand Villa and River Rock, have consistently reached the
$270,000 per quarter limit each quarter since FY2010.

For the average daily hours of operation, the two properties mentioned above operate their Craps
tables for 15 hours a day, while other properties average of 12 hours per day. Provincially, a
Craps table is open of 13 hours per day, much less than the 18 hours used to calculate the
Revenue Split Limit. The 18 hours, used for calculating the $270,000 per quarter threshold, is
not a required metric for Craps, only the per quarter dollar limit. In the below chart, Quarterly
Craps Net Income, data was collected for all Craps product at all available properties since
FY2009. Calculated in the chart are BCLC's 25% share, Service Partner's 75% share, Service
Partner’s Cost to Revenue Ratio and Service Partners Net Income to Revenue Ration. On
average, the cost of operating a Craps table is 71.5% of the 75% revenue the SP take, resulting
in only 28.5% of actual profit; the SP profits only 20.1% of the total revenue the table earns.
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Quarterly Craps Net Income

site 1 Site 2 Site3 | Sites | sites | TotalLM | AvGLM
Avg Quarterly Win $285771 | $178,802 | $388,613 | $302,320 | $162,135 | $1,317,732 | $263,546
BCLC Net Income $76,063 | $44,723 | $138,668 | $86,892 | $40,534 | $387,779 | $77,556
SP Net Income $50.100 | $11,731 | $87,817 | $86,254 |$20,240 | $265142 | $53,028
SP Cost: Revenue Ratio | 76.0% | 91.3% 64.9% | 60.0% | 76.0% | 71.5% 71.5%
gzv“;flzg‘;‘;’t'l‘g 240% | 87% 35.1% 40.0% | 24.0% | 285% 28.5%

After in-depth review and analysis of the existing Craps data, the recommendation is to remove
the quarterly limit. The reasons for this recommendation are:
o All properties qualify to receive the extra compensation

¢ On average, SPs will gain an extra $12,000 per table per quarter; BCLC will lose this
same amount

e The $12,000 is the lowest amount of loss that BCLC would incur

« With the proposed revenue split change, the SP will receive extra revenue and therefore
it is expected that they would operate the table longer and encourage play

e To recover the $12,000 loss of BCLC, each table would have to generate an extra
$47,000 per quarter in revenue. Anything above this is additional, organic play for Craps.

Assumptions

The change in revenue split will entice SPs to open the Craps tables for longer periods of time
and result in more availability for players which will generate incremental revenue while growing
this game's player base over the long term.
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Midi Craps
Challenge

Craps has been identified as a core casino game. Unfortunately, not every site has the customer
base to support a full size craps table or the required floor space, therefore the option of opting
for a Midi Craps table is more cost effective and still provides customers with access to a
standard casino game which contributes to revenue and adds excitement and energy to the floor.

Midi Craps is not currently offered at any property; regular Craps tables are available at
Boulevard, Grand Villa, River Rock and Starlight.

Recommendation

Introduce Midi Craps to sites that do not operate a regular Craps table; recommended for mid-
size sites. Revenue split of 65% SP, 35% BCLC without quarterly net win thresholds.

Background

Midi Craps will be considered as a new game to the BC market which is played in the same
fashion as the regular Craps table, but half the physical size. It operates with two dealers with a
maximurm potential occupancy of nine players rather than traditional four dealers and 18 players
maximum on the regular Craps table. With Midi Craps, SP labour costs are reduced significantly
and enables them to offer a core casino game.

An analysis was completed using the performance of regular Craps table data. Since Midi Craps
is a smaller version of the regular size table, Drop and Revenue values were estimated from 50%
of the play to 90% of the play, in 10% increments (see chart below for Estimated Quarterly Midi
Craps Revenue). This method for estimating Midi Craps performance was used because regular
Craps is not fully occupied during all hours of operation and Midi Craps could potentially generate
up to 90% of the regular Craps revenue.

Estimated Quarterly Midi Craps Net Win

Site1 | Site 2 Site 3 Site4 | Site5 TotalLM | AvV9LM
Table
Regular Craps Revenue | $285,771 | $178,892 | $388613 | $302,320 | $162,135 | $1,317,732 | $263,546
50% of Craps $142886 | $89.446 | $194,307 | $151,160 | $81,088 | $658,866 | $131,773
60% of Craps $171.463 | $107,335 | $233,168 | $181,392 | $97,281 | $790,639 | $158,128
70% of Craps $200040 | $125225 | $272,029 | $211,624 | $113.495 | $922,412 | $184,482
80% of Craps $228.617 | $143,114 | $310,890 | $241,856 | $129,708 | $1,054,185 | $210,837
90% of Craps $257.194 | $161,003 | $340.752 | $272,088 | $145,922 | $1,185,959 | $237,192
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Costs were calculated for this table to be $61 per hour (2 Dealers and ¥ Supervisor, and relief
coverage). Quarterly, this table is calculated to have labour costs of $71,370, using the average
hours of a regular Craps table (13 hours per day) and 80 days per quarter.

since Midi Craps will be a new table game for BC Casinos, it is estimated that these tables would
generate 60% of the table play of the regular Craps table. Knowing that regular Craps is not fully
occupied (18 players) during all hours of operation, Midi Craps has the potential to perform, at a
minimum, 60% up to 100% of the regular Craps play. The figures provided in the chart above
shows the potential uplift in revenue per quarter that this table could generate.

On the regular Craps table, the SP’s Cost: Revenue Ratio is approximately 67.5% of their 75%
revenue share, resulting in a profit share of 23.0% of Craps total revenue. With 60% of Craps
Revenue estimate and lower operating costs, SP would receive 65% of the Midi Craps revenue,
resulting in a SP Cost: Revenue Ratio of 68.0% and a 21% profit share on this tables total
revenue.

Assumptions

The SP will operate Midi Craps with two dealers, % supervisor, plus refief and in conjunction with
other core tables on a daily basis.
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Sic Bo
Challenge

Sic Bo was popular when it was first introduced at one casino, however, performance of the game
started to drop in less than one year. Obtaining the proper approvals for the randomness of the
dice has also been a challenge with GPEB.

Recommendation

As the life cycle is less than one year, it is recommended that the Sic Bo table be relocated and
rotated annually to a different casino; this will add a new table game to the current game mix and
give players a new game to play. The game can be added to the existing casinos in high traffic
areas for incremental revenue.

Background

Sic Bo was first introduced at Grand Villa in June 2011. In just over one month, BCLC had
recovered the cost of the table: by redeploying the table in the future means incremental revenue
to BCLC and SPs.

As the table below shows, the average daily drop was $6000 in FY12 and has dropped to $1,050
in FY13. Sic Bo performance is dropping significantly due to the novelty of the game wearing off.

Sic Bo Performance at Grand Villa
Summary From June 8, 2011 to Aug 25, 2012

Fiscal Year
2012 2013
Date Ranges Jun 8/11 to Mar 31/12* | Apr 1/12 to Aug 25/12
Average Daily Drop $6,001.60 $1,052.54
Average Daily Net Win $1,674.03 $354.95
Hold % 27.89% 33.72%
Average Daily Hours Available 14.04 3.83

*Note: July 20, 2011 to August 15, 2011 exdluded as table was dosed due to GPEB

Even though the game is in operation, GPEB required testing of the randomness of the dice over
a 90 day trial period because the game didn’t receive final approval; 2 of the 3 random tests
passed. This resulted in further testing for another 90 days. BCLC was given an interim CTI until
final results are available.

Currently, approval has been given to Grand Villa to remove the game and redeploy it to another
site once final CTl is received.

The game will be rotated through casinos with suitable player demographics and the potential to
earn incremental revenue.
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CORE PLAYERS

New Games Library
Challenge
Table game variety has decreased over the years leaving players with limited selection in
product; therefore, having a stale game mix and not introducing new games could be restricting
our revenue potential. The lead time to market for a new product is also long.
Recommendation
Create a new games library for table games and electronic table games to decrease time to
market and be proactive in introducing new games when appropriate to keep players gaming
experience fun and the product mix fresh.
Background
As it is important to maintain our core player base, the game mix should meet player demands for
new and exciting games as well as more betting options to keep their gaming experience
entertaining.
In the past few years, there have been a limited number of new games and side bets introduced
into the market; average is one per year; this is due partially to the lead time to introduce new
table games product into the market as well as product availability to some extent, especially
when compared to slot theme variety.
Some of the current table games product has been in the market for a few years which has
resulted in a drop in performance; however, it is currently difficult to replace underperforming
tables due to the limited library of games available.
Some of the new games and side bets that will be considered are listed below:

e King’s Bounty

e Ultimate Three Card Poker with Face Up

e 6 Card Bonus

e Crazy 4 Poker

e Bad Beat Bonus

» Bad Beat Texas Hold’em

e Face Up Stud Poker

e Quick Hit Progressive

e House Money

e Raiselt Up

¢ Mississippi Stud
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e Free Bet Blackjack
o EZPai Gow

e Lucky Lucky

An RFP will begin in Q3 that will encompass all table product and table equipment and
accessories. The results of this RFP will improve operational efficiencies and affect the table
games product selection and time to market in a positive manner.
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VIP PLAYERS
Increase Bet Limits
Challenge

Current bet limits are restricting our potential revenue and our existing players are demanding
higher bet limits to make their gaming experience more enjoyable.

Recommendation

Increase current bet limit of $5,000 to $10,000 to meet player demands.

Background

There is a very loyal and steady VIP player base that regularly plays at lower mainland casinos.
Although this player segment contributes significant revenue to BCLC and the Service Partners,
there is indication that there is potential revenue that is untapped due to current bet limit
restrictions.

VIP players have requested higher bet limits which indicate that current limits need to be
reviewed and increased in order to satisfy demands from key players as well as gaining additional

revenue.

An exiernal industry consultant has been contracted to provide a risk assessment and analysis on
this recommendation to determine if it is feasible for BCLC to pursue.

Impact on Range of Risk by increasing the Maximum Table Limit to $90,000

Based on the present maximum table limit of $45,000 (nine wagering positions at a $5,000
maximum wager), the risk range for six shoes of baccarat (75 hands per shoe) is listed in Table 1.
The table lists the different win/loss results based on theoretical win, 1 standard deviation below
theoretical, 2 standard deviations below theoretical, and 3 standard deviations below theoretical.

Table 1 — Risk Range for 6 shoes with a $45,000 table limit

Win/{Loss)  Occurrence

Theo $232,875 50.0%
-1sd ($665,398) 15.9%
-2sd ($1,563,671) | 2.3%
-3sd ($2,461,944) | 0.1%

Although three standard deviations (within six sigma) are indicated, most gaming calculation
considers only two standard deviations since four sigma takes into consideration 95% of all
results. The occurrences of each standard deviation indicate that the casino is expected to win
$232,875 after six baccarat shoes. However, the casino could be losing as much as $665,398
roughly 16% of the time, $1,563,671 2.3% of the time, and as much as $2,461,944 0.1% of the
time a shoe maximum of $45,000 is wagered on each hand. Realistically, maximum risk on this
game would be approximately $1.6 million.

Using the same number of shoes, an increase of the table limit to $30,000 maximum table limit
indicates a doubling effect on all levels as witnessed in Table 2.
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Table 2 - Risk Range for 6 shoes with a $90,000 table limit

Win/(Loss) Qccurrence
Theo $465,750 50.0%
-1sd ($1,330,796) | 15.9%
-2sd (63,127,342) | 2.3%
-3sd (54,923,889) | 0.1%

With a $90,000 maximum table limit, the theoretical win increases to $465,750 while the negative
standard deviation loss multiples exponentially. Realistically, maximum risk on this game would
be approximately $3.1 million (2 negative sd).

Using six baccarat shoes as the base example is considered the casino’s expected range of risk
in the short-run, or over a day of play by a devoted baccarat gambler. The following table reflects
the result of a medium playing session consisting of 24 Baccarat shoes.

Assumptions

If the bet limit is doubled from $5,000 to $10,000, it is assumed that the Net Win will double as
well. Based on Midi Baccarat Net Win data for FY12, the projected Net Win for $10,000 max bet
limit is $15.7M; this is assuming 5% of the Net Win is generated through max bet options.

PROVINCIAL (Midi Baccarat)

Scenario FY12 Net Win Projection

$5,000 Max Bet $10,000 Max Bet
5% Max Bet $7,844,601 $15,689,203
10% Max Bet $15,689,203 $31,378,405
20% Max Bet $31,378,405 $62,756,810
60% Max Bet $94,135,215 $188,270,430
70% Max Bet $109,824,418 $219,648,835
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Differential Betting

Once the table limit is established, whether it is $45,000 or $90,000, the casino can set a bet
differential level. There appears to be no consistent maximum limit in the industry; however it
would be wise to establish a permanent maximum level. The use of a differential betting policy
allows customers to bet more than the $5,000/$10,000 limit per hand, as long as either the
combination of bets does not exceed a maximum table exposure for the game of
$45,000/$90,000. For instance, if the casino establishes a $500,000 maximum wagering limit
based on a $90,000 maximum differential, the casino could accept wagers favoring one side by
as much as $295,000 versus $205,000.

As long as the differential does not exceed $90,000, the table exposure stays the same and
suffers no negative affect regarding the range of risk. In other words, the risk would be the same
whether a player(s) wagered $90,000 only on either the banker or the player, or a player(s)
wagered $295,000 on either Player or Banker while another player(s) wagered on the opposite
position. This limit needs to be established by the casino based on their level of higher limit
action.

There is no industry standard for differential betting. However, it is recommended that BCLC work
with Service Partners to determine the maximum wagering limit.
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Service Partner Opportunities
Challenge

Through player research, focus groups, player feedback, and site staff feedback BCLC has
received over the last year, opportunities have been identified to attract new players, make the
gaming experience more enjoyable as well as educate new players on table games.

Recommendation

It is highly recommended that Service Partners work together with BCLC on this long term player
acquisition strategy. The key opportunities that relate to Casino Operations that will have a direct
impact on player experience are customer service training, dealer training, and free learn to play
tables at casinos.

Background

Over the years, BCLC has received consistent player feedback on their gaming experience
through various channels.

Players have expressed concerns about inconsistent customer service or lack of friendly service,
unfriendly dealers who make their gaming experience unpleasant as well as feeling intimidated to
play table games; these are the three main customer compiaints that need to be addressed
immediately.

Although these opportunities for improvement are intangible and immeasurable, BCLC believes
that they are important issues to address. Since we are targeting new players or infrequent
players, the first experience they have in our property needs to be positive, inviting and fun,
otherwise, they will not return, and would not be recommending gaming as an entertainment
option to their friends and family.

Service Partners need to understand the value of immediate financial investment in these three
key opportunities in order to grow the Casual and Light player segment in the future and the
financial contributions this group will have for BCLC and Service Partners.
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APPENDICES
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Recommendations Summary Chart
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Process for Commission Structure Changes

The process to make commission structure changes is a lengthy one.

» Requires a GPEB Directive

e Provide document outlining request

¢ Background

¢ Financial modeling

¢ Business Rationale

» Risks

¢ Ask (what we think the directive should look like)
e This document then will go to GPEB for Review

¢ GPEB will then determine if the request is required to get approval from Treasury Board
prior to providing the directive

s If required to go to Treasury Board GPEB will rework the document into the Treasury
Board format

BCLC Iable & k-l able (;ames Strategy Locument 32
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January 29, 2014

Mr. Jim Lightbody

Vice President, Casino & Community Gaming
British Columbia Lottery Corporation

2940 Virtual Way

Vancouver, B.C. V5M 0A6

Dear Mr. Lightbody,

The Edgewater Casino High Limit Room is scheduled to open to the public on
January 31st, 2014. The High Limit Room is in a secondary building to the
main casino property and currently consists of 12 live tables games including 7
private and semi-private rooms.

Occupancy Permit

The property is currently in possession of an occupancy permit for the space
as it was formerly used as gaming space several years ago for poker.

All requirements of the development permit process have been completed
with all engineering documentation receiving sign-off.

All final inspections have been completed and the City of Vancouver is
currently in the process of completing the required documentation to finalize
the development permit process.

Liquor License

A liquor primary license has been obtained for the entire property enabling
liguor to be served to guests in all gaming areas. The liquor primary license
does not require access to food service areas for minors and as such the
entire property will be identified and enforced as 19+.

GameSense

GameSense information is displayed throughout the property including within
the gaming area, each private and semi-private room, and in each washroom.

playing it right

2940 Virtuat Way
Vancouver, BC V5M 0A6
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A self-exclusion room is located in the main casino building and close to the
main entrance to allow guests to enroll in the Voluntary Self-Exclusion (VSE)
program. All guests requiring this service will be escorted to the main casino
building for enrolment.

Gaming Areas

All gaming areas are fully operational.

The gaming areas consists of a non-private area of 4 tables and 7 private and
semi-private rooms, each with 1 or 2 live table games in them. The total table
count for the property is 12 live table games.

The property employs large video screens throughout to provide guests with
any information that they may wish to view.

Property Areas

The requirements of the Casino & Community Gaming Facility Design
Standards policy have been met.

The fire alarm and life-safety systems are functional, tested and certified to
meet code requirements.

The UPS and Generator system is functional, tested and certified to meet code
requirements.

All public and operational service areas within the interior of the property are
functional and operational. The Cash Cage and Back of House operations
were tested thoroughly during systems tests and performed as expected.

The property exterior has been completed and complements the existing
building and public walkway. Parking areas are the same as the main casino
and the valet drop-off is at the entrance of the High Limit Room.

Food & Beverage

Adjacent to the gaming floor is a kitchen and small eating area. The eating
area has approval for up to 40 guests and there will be for food and beverage
service to each of the private rooms. The food will be prepared in the main

bele

playing it right

2940 Virtual Way
Vancouver, BC V5M 0A6

604.215.0649
604.225.6424

BCLC0008128.02



casino building, put into warmers, and brought over by the kitchen staff. The

hosts will also deliver food and beverages as ordered to each private and .
semi-private room. (=)

playing it right

Surveillance — Manned

The surveillance system is confirmed to be fully operational with [lEEEEEEs

2940 Virtual Way
Vancouver, BC V5M DAB
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Physical Security

Player access to the High Limit Room is via a south facing exterior door. This
door is accessible by swipe card Redacted
Swipe cards are issued to appropriate staff and to registered

players. Cards that are swiped activate a screen on the security podium that
displays a profile of the person that has been issued that specific card.

The High Limit Room can be accessed by staff via a door! Redacted
Redacted

There are two emergency exits in the High Limit Room controlled by crash
bars on the casino side. One of the doors is located in the food area (leads
directly outside); the second door is near the washrooms (leads to an
emergency exit hallway from the upper floor and the next door
nightclub). These two doors cannot be accessed from the exterior of the High
Limit Room at this point in time.

Redacted

There are two Security Officers assighed to the High Limit Room at all
times. One Security Officer is stationed at the security podium to prevent
underage, barred and VSE patrons from gaining entry. The second Security
Officer is available for all other operational security responsibilities.

Redacted

The necessary training has been previously provided to the staff in all facets of
operations and any additional or refreshers will continue during the opening
of the renovated area.

Training

bele
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Training has previously been provided in the following areas:

GMS — Gaming Management System

Slot machine and electronic table devices
Lottery — Device & RPP

LCT - Large Cash Transaction

FINTRAC - Financial Tracking

AML - Anti-Money Laundering

ART - Appropriate Response Training
iTrak

Security & Surveillance

Serving It Right & Food Safe

Conclusion

The Edgewater Casino High Limit Room has some minor outstanding issues
that need to be addressed, but none that need be remedied immediately.
The Service Provider is aware of the issues and a list of deficiencies will be
provided to them shortly. All concerns will be monitored by Operational
Compliance until rectified. From a Gaming Facilities, Corporate Security &
Compliance, and Operations perspective there are no issues that would
impact the property from commencing operations.

Regards,

=

Jerry Williamson
Director, Gaming Facilities
BCLC Casino & Community Gaming

cc: Brad Desmarias — Vice President, Corporate Security & Compliance
Kevin Sweeney — Director, Operational Compliance
Craig Jouste — Director, Operations
Dan Breakey — Manager, Gaming Facilities
Laird Robinson — Manager, Operational Compliance
Gord Friesen — Manager, Casino Security and Surveillance
Gina landiorio — Regional Operations Manager, Operations

belc
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January 30, 2013

Peter Goudron

Great Canadian Casinos

#350 — 13775 Commerce Parkway
Richmond, BC V6V 2V4

Dear Peter:

Re: Table Games Private and High Limit Room limit trial

BY EMAIL

BCLC implemented a program back in June 2003 to increase the casino table game
limits, in order to respond to customer demand and revenue opportunities. The
program was introduced with a phased approach, to evaluate Player acceptance.

Depending upon proposals received and BCLC'’s assessment of the resulting trials,

BCLC is considering an increase in the High Limit and Private room limits from $5,000

to $10,000 to further allow the marketplace to react to Player demand.

If your company is interested in a trial of expanded table limits in your High Limit and
or Private rooms based on the conditions set out below, please submit a proposal to

your Casino Regional Manager that includes the following:

o Identify casino facilities wanting to participate in the trial;

e For each facility, specify the number and type of table games with limits over

$5,000;

e For each facility, specify the minimum and maximum wagers for these tables

within the limits established by BCLC;

e Set out the anticipated hours of operation, per gaming day, for these tables;

and

e Your acknowledgement and agreement in writing that any losses to BCLC
arising from the expansion of table limits in facilities where you provide
operational services are subject to your contractual indemnity.

BCLC's conditions applicable to the expanded table limit trial include:

e A player will be limited to a maximum of 9 betting positions on any one table;

e The minimum bet for the $10,000 tables shall not be less than $100;

068
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e The maximum bet shall not exceed 100 times the minimum bet;

¢ Increased supervisory levels of one Dealer Supervisor for every 2 tables
offering limits over $5,000;

¢ Increased Surveillance standards of two PTZ cameras per table offering limits
over $5,000;

e An additional Surveillance Officer dedicated to the high limit tables;

e Table limits must be recorded accurately in the Casino Management System;
and

e Any other relevant condition as communicated by BCLC from time to time.

We encourage you to consider and understand the risks and potential volatility
associated with offering high limits and will your indemnification obligations in favour
of BCLC as agreed to in our Casino Operational Services Agreement.

The trial will be for 120 days during which BCLC will evaluate the risks and the results.
BCLC reserves the right in its discretion to terminate any trial and has no obligation to
increase the limits on a permanent basis regardless of the outcome of the trial.

The required changes to all related policies and procedures will be distributed on the
next scheduled Notice to Implement release in March 2013.

We look forward to working with you on this initiative.

Yours truly,

Serge De lure
Director of Operations
Casino and Community Gaming

/ar

cc 1. Lightbody A. Williamson B. Armand D. Jang
D. Chang . Joe W. Henning L. Robinson
C. Ladell All- Casino RM’s Darlene Doyle

belc
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February 4, 2013 BY EMAIL

Jag Nijjar

Gateway Casinos & Entertainment
4621 Canada Way, Suite 300
Vancouver, BC V5G4X8

Dear Jag:

Re: Table Games Private and High Limit Room limit trial

BCLC implemented a program back in June 2003 to increase the casino table game
limits, in order to respond to customer demand and revenue opportunities. The
program was introduced with a phased approach, to evaluate Player acceptance.

Depending upon proposals received and BCLC's assessment of the resulting trials,
BCLC is considering an increase in the High Limit and Private room limits from $5,000
to $10,000 to further allow the marketplace to react to Player demand.

If your company is interested in a trial of expanded table limits in your High Limit and
or Private rooms based on the conditions set out below, please submit a proposal to
your Casino Regional Manager that includes the following:

Identify casino facilities wanting to participate in the trial;

For each facility, specify the number and type of table games with limits over
$5,000;

For each facility, specify the minimum and maximum wagers for these tables
within the limits established by BCLC;

Set out the anticipated hours of operation, per gaming day, for these tables;
and

BCLC’s conditions applicable to the expanded table limit trial include:

A player will be limited to a maximum of 9 betting positions on any one table;
The minimum bet for the $10,000 tables shall not be less than $100;
The maximum bet shall not exceed 100 times the minimum bet;

Increased supervisory levels of one Dealer Supervisor for every 2 tables
offering limits over $5,000;

bele
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o Increased Surveillance standards of two PTZ cameras per table offering limits

over $5,000;
e An additional Surveillance Officer dedicated to the high limit tables; C c
e Table limits must be recorded accurately in the Casino Management System; playing it right
and

e Any other relevant condition as communicated by BCLC from time to time.

We encourage you to consider and understand the risks and potential volatility
associated with offering high limits as agreed in our Casino Operational Services 2940 Virtual Way

Agreement.

Vancouver, BC V5M 0A8

604.215.0649
604.225.6424

The trial will be for 120 days during which BCLC will evaluate the risks and the results.
BCLC reserves the right in its discretion to terminate any trial and has no obligation to
increase the limits on a permanent basis regardless of the outcome of the trial.

The required changes to all related policies and procedures will be distributed on the

next scheduled Notice to implement release in March 2013.
We look forward to working with you on this initiative.
Yours truly,

v
Serge De lure

Director of Operations
Casino and Community Gaming

/ar

cC: J. Lightbody A. Williamson B. Armand
D. Chang J. Joe W. Henning
C. Ladell All- Casino RM’s

D. Jang
L. Robinson
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British Columbia
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February 4, 2013 BY EMAIL

belc

Paragon Gaming Inc. playing it right
311 — 750 Pacific Boulevard S
Vancouver, BC V6B 5E7

Dear Lynn:
. . A o 2940 Virtual Way
Re: Table Games Private and High Limit Room limit trial Vancouver, BC V5M 0A6
604.215.0649
BCLC implemented a program back in June 2003 to increase the casino table game 604.225.6424

limits, in order to respond to customer demand and revenue opportunities. The
program was introduced with a phased approach, to evaluate Player acceptance.

Depending upon proposals received and BCLC's assessment of the resulting trials,
BCLC is considering an increase in the High Limit and Private room limits from $5,000
to $10,000 to further allow the marketplace to react to Player demand.

If your company is interested in a trial of expanded table limits in your High Limit and
or Private rooms based on the conditions set out below, please submit a proposal to
your Casino Regional Manager that includes the following:

o |dentify casino facilities wanting to participate in the trial;

e  For each facility, specify the number and type of table games with limits over
$5,000;

e  For each facility, specify the minimum and maximum wagers for these tables
within the limits established by BCLC;

e Set out the anticipated hours of operation, per gaming day, for these tables;
and

BCLC’s conditions applicable to the expanded table limit trial include:
e A player will be limited to a maximum of 9 betting positions on any one table;

e The minimum bet for the $10,000 tables shall not be less than $100;
e The maximum bet shall not exceed 100 times the minimum bet;

e Increased supervisory levels of one Dealer Supervisor for every 2 tables
offering limits over $5,000;

BCLC0012456



e Increased Surveillance standards of two PTZ cameras per table offering limits

over $5,000;

e An additional Surveillance Officer dedicated to the high limit tables;

e Table limits must be recorded accurately in the Casino Management System;

and

¢ Any other relevant condition as communicated by BCLC from time to time.

We encourage you to consider and understand the risks and potential volatility
associated with offering high limits as agreed in our Casino Operational Services

Agreement.

The trial will be for 120 days during which BCLC will evaluate the risks and the results.
BCLC reserves the right in its discretion to terminate any trial and has no obligation to
increase the limits on a permanent basis regardless of the outcome of the trial.

The required changes to all related policies and procedures will be distributed on the
next scheduled Notice to implement release in March 2013.

We look forward to working with you on this initiative.

Yours truly,

Serge De lure
Director of Operations
Casino and Community Gaming

/ar

CC: J. Lightbody A. Williamson
D. Chang J. Joe
C. Ladell All- Casino RM’s

B. Armand
W. Henning
John Groom

D.Jang
L. Robinson
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This is Exhibit “ 13 “ referred to in the
Affidavit of Jim Lightbody sworn (or affirmed)
beforemeat _ vV ansovier , B.C.,
this_2<~ day of January, 2021.

A Commissi HET/NOtaIr’y Public for the Province of
British Columbia




February 7th, 2013 BY EMAIL

Dear: Rob Mcintyre

Re: Proposal for Table Games Private and High Limit Room limit trial belc

BCLC acknowledges receipt of your proposal on Feb 6™, 2013 to move forward with the trial eXPafﬁmﬁi&h’?ight
limits in your High Limit and Private rooms at the River Rock Casino.

Based on your agreement to the terms and conditions for the trial, and your suggested house rules, you are
approved to move forward with the trial commencing Feb 7%, 2013.

Please work directly with the BCLC Regional Manager, and the BCLC Senior Product Specialist to implement the

required changes.
2940 Virtual Way
Vancouver, BC V5M 0A86

604.215.0849
604.225.6424

Yours truly,

K
y LY
Serge De lure
Director of Operations
Casino and Community Gaming

/ar

CC: J. Lightbody A. Williamson B. Armand D. Jang D. Chang
J. Joe W. Henning L. Robinson
C. Ladell All- Casino RM’s Darlene Doyle
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This is Exhibit “ 14  “referred to in the
Affidavit of Jim Lightbody sworn {or affirmed)
beforeme at__Ven covirer ,B.C,,
this Q3 day of January, 2021.

A Commissione‘r\/yota‘ﬁ Public for the Province of
British Columbia
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To: ALL- Senior Executive[atIstolat-1RIni{e]faa-11l0]8] |

From: Jim Lightbody
Sent: Thur 2013-03-07 7:42:26 PM
Subject: Fw: CNY 2013 Quick Summary

""""""""" I just have to share this information on our Chinese New Year (CNY if you're up on the latest

acronyms....).
As you will read below we had simply outstanding results! A key driver was our tactic within our Table Games
Strategy to increase bet limits on our regular and high limit floors, among other promotional events with our

Service Partners.

Please read on.

From: Todd Rende

Sent: Thursday, March 07, 2013 11:06 AM Pacific Standard Time

To: Justin Jones; Serge De Iure; Jerry Williamson; Monica Bohm; Jim Lightbody
Cc: Andrew Williamson; Danny Chang

Subject: CNY 2013 Quick Summary

Hi all,

Just to close the loop on the full two weeks of Chinese New Year, | wanted to offer a summary of our table
product/site performance. A more full review is planned for the CBU or at our category meeting if time
allows.

Building off the excellent performance of the first week of CNY 2013 (results detailed in below email), the
second week of CNY, which is always typically slower than week one, still outperformed budget on tables by
53%. As a result, CNY 2013 now stands as our best CNY period ever on table games!!

Table drop during this period was $91M and table net win was $24M (LM Sites only), the first time that any
CNY period has achieved over $90M in drop and over $20M in net win, so some very stellar performance to
be celebrated!! All in all, this CNY period on tables out indexed the weekly average table net win for FY 2013
by 34%!! As it stands, Feb 2013 will go down as our best CNY ever, and second best table month in our history
(second only to Feb 2012, which had an extra day).

From a table product and site perspective, there are no surprises with Baccarat and River Rock leading the
way respectively, but still some very remarkable numbers to share.

Baccarat accounted for 73% of all table net win in CNY 2013, which is significantly higher than it's already very
high contribution % outside of CNY (around 55 — 60%). Overall, baccarat made 50% more net win than it did in
CNY 2012. This amounts to approx. $6M more from Baccarat in CNY 2013 than CNY 2012. The table below
shows our net win by table product line and their contribution %’s CNY 2013 vs CNY 2012, the good news
being all table products outperformed CNY 2012 except Pai Gow Tiles and Blackjack:

ONY 2013 CNY 2013 ONY 2012 CNY 2012
Product Brand Net Win % 1M Net Win % LM
v

Baccarat Style Game $17,566,790 73.18% $11,767,538 65.65%
Bladkjack Style Game $2,876,594 11.98% $2,882,751 16.08%
Poker Style Game $1,090,194 4.54% $1,059,376 5.91%
Roulette $788,944 3.29% $733,587 4.09%
Table Poker $785,912 3.27% $766,967 4.28%
Fortune Pai Gow $642,245 2.68% $549,470 3.07%
Craps $223,496 0.93% 497,948 0.55%
Pai Gow Tiles $30,680 0.13% $40,062 0.22%

Variance

$5,799,252
(86,156
$30,818
$55,358
$18,945
$32,775
$125,548
($9,382

BCLC0015175
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From a site net win perspective, River Rock accounted for 61% of all table net win for CNY in LM properties,
and they managed to win 50% more on tables for their property CNY 2013 over CNY 2012. This amounts to
over $5M in additional table net win coming from River Rock this CNY! Starlight also had an excellent CNY
period, making an additional $1.3M in tables over last CNY, which is a 107% increase. The table below shows
our table net win by LM site and their contribution %’s CNY 2013 vs CNY 2012, and as you can see River Rock
and Starlight really stand out!!

CNY 2013 ! CNY 2013 . ONY 2012 . CNY 2012

Gaming Fadiity Name Net Win %M Net Win % LM VT
e |
River Rock $14,663,692 61.09% $9,620,868 53.67% $5,042,82:
Stariight $2,614,236 10.89% $1,258,419 7.02% $1,355,81;
Edgewater 52,221,634 9.25% $2,217,686 12.37% $3,94.
Grand Villa 52,181,445 9.09% $2,385,331 13.31% ($203,88¢
Boulevard §1,268,241 5.28% $1,618,696 9.03% (5350,45!
Cascades $691,714 2.88% $654,176 3.65% §37,5%
Fraser Downs Gaming Center $363,895 1.52% $170,197 0.95% $193,69¢

In Summary, from an overall net win perspective (including slots, which made slightly less than CNY 2012) we
can observe that this CNY was 12% better in the LM than last CNY (breakdown by LM site below). Congrats to
all and especially our Service partners and BCLC tables team on an excellent CNY 2013!!

Gaming Facilty Name | chNY2013% CNY2012 | Variance Amt varance% | CNYYoY Loy

60,000,000 —

River Rock $20.468,518 815,290,380 $5,178,136 33.9%
7 7 -9 2%

Grand Villa 56,611,816 §7.285,072 (S673,256) 92% <1 000000
Stariight $5,600,452 54,079,478 $1,521,004 37.3%
Boulevard §5,241 588 $5,656,895 (5415,306} 7.3%

40,000,000
Edgewater $4,992,330 54,814,467 $177,863 317%
Cascades 54,184,022 $4,359,594 (8175,572} 4.0%

30,000,000 ~
Fraser Downs Gaming Center §2,098,951 §2,139,889 (540,937} -1.9%
Hastings Park $800,454 $962,916 (5162,462) 16.9%

20,000,000
Chances Abbetsford $644,011 $706,429 (362,478} 88%
Maple Ridge CGC $522,421 §513,278 59,143 1.8%
Chanices Mission $400,316 $456,691 (856,375} 123% 10,000,000
Newton CGC $367,338 50 $367,338 )
Chances Squamish $160,375 161,455 (51,079) 0.7% 0-
Playtime Gaming Langley §73,454 $87,082 (513,628) 15.7%

A lot more info is available, and will be communicated to you and the larger divisional audience later this
month.
If there is anything else or any questions, please let me know!

Thanks!
Todd

Personal information§

From: Todd Rende
Sent: February 20, 2013 11:04 AM
To: Justin Jones; Serge De Iure; Jerry Williamson; Monica Bohm; Jim Lightbody
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Cc: Andrew Williamson; Danny Chang
Subject: FW: Preliminary Weekly Sales Update- Date (FW)

Hl all,

Just wanted to follow up on this with some preliminary comparisons of the first week of CNY 2013 (Feb 10 -
16, 2013) versus the first week of CNY 2012 (Jan 23-29, 2012). | am getting this from Qlikview

| am not sure that the finance summary in the email below celebrates what an awesome week last week was,

even though Tables outperformed budget by 94%!!

The first week of CNY 2013 could not have turned out better for us on tables, at least in my opinion. When

compared to the first week of CNY 2012, table drop is up 30% overall , table win is up 86% (this is not a typo),

and table hold percentage is up 57%!!

The results on Baccarat are even more striking, I'll let the tables below speak for themselves:

CNY 2013 CNY 2012 | Variance
Week 1 Week 1

Midi Bac $25,388,836 | $19,460,058 30%
Drop

Midi Bac $8,975,149 | $3,048,746 194%
Win

Midi Bac 35.35% 15.67% 126%
Hold

CNY 2013 CNY 2012 | Variance
Week 1 Week 1

EZ Bac Drop | $10,685,411 | $7,392,736 45%

EZ Bac Win | $1,696,150 | $907,392 87%

EZ Bac Hold 15.87% 12.27% 29%

When you go down a level deeper to sites, virtually all the spoils go to River Rock with some going to Starlight
and some to Edgewater. Sadly, Grand Villa did not win the hold % lottery and was the only LM site with tables
to have less net win this CNY Week 1 than last CNY Week 1. Grand Villa, although to their credit they did
increase drop, got stuck with a 15% hold while River Rock and others were holding above 30%.

The table below shows the increase in overall net win (slots included) for LM sites when the first week of CNY
is compared year over year. As you can see, really only outperformed last year at three sites, but thankfully
we did so in a big, big, way at those sites:

Overall Net Win CNY 2013 CNY 2012 $ Variance %
Week 1 Week 1 Variance
Boulevard $ 2,680,361 $ 2,695,891 -$ 15,530 -1%
Cascades $ 2,074,263 S 2,347,759 -5 273,496 -12%
Chances Abbotsford $ 289,574 S 343,418 -$ 53,844 -16%

BCLC0015175.03
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Chances Mission $ 183,061 $ 232,470 -$ 49,409 -21%
Chances Squamish S 77,944 S 84,145 -$ 6,201 -7%
Edgewater $ 2,341,154 $ 2,051,103 $ 290,050 14%
Fraser Downs Gaming $ 1,015,090 $ 1,066,546 -$ 51,456 -5%
Center

Grand Villa $ 3,165,045 S 3,634,636 -$ 469,592 -13%
Hastings Park $362,441 S 475,208 -$ 112,767 -24%
Maple Ridge CGC $ 222,260 $ 283,674 -5 61,414 -22%
Playtime Gaming Langley $42,314 $ 52,444 -$ 10,130 -19%
River Rock $ 11,984,627 $ 6,113,060 S 5,871,567 96%
Starlight $ 3,395,931 S 2,401,549 $ 994,382 41%
Totals $ 27,834,065 $ 21,781,905 $ 6,052,160 28%

Slots on their own performed better in this time period as well, net win going up for the week by 1.6% for the
network. This amounts to an almost an extra $400K from slots in CNY Week 1 2013 vs CNY Week 1 2012.

We will discuss the highlights of week 1 at the CBU tomorrow and of course will be doing a full wrap up of the
complete CNY period at the following CBU. But couldn’t wait to share at least the high level good news before
that!!

Thanks,

Todd

Personal information§

From: CasinoFinancelInfo

Sent: February 19, 2013 2:35 PM

To: ALL- Casino Division Managers; Danny Chang; Devon Brown; Erin MacKenzie; Gord Ronmark; Jake Cruise;
Kerry Nichiporik; Marsha Walden; Mike Wolfram; Rod Osborne; Sharon Watkins; Tamara MacPherson; Tom
Williamson; Wendy Henning; Patrick Smeaton; Grace Lai; Michael Lin; ALL- Casino & CGC Directors; Anna
Rivera; Michael Hays

Cc: Amy Stamp

Subject: Preliminary Weekly Sales Update- Date (FW)
Please see below for the preliminary sales for the week ending Feb 16, 2013, FW:46
CGC Slots YTD Budget Variance includes $11,503,570.19 total for Newton CGC ($9,114,704.19) and Chances
Chilliwack ($2,388,866) prior to the sites opening.
Table net win increased by $5.8M compared to last week, with River Rock ($4.4M) and Starlight ($1.2M)
making up the majority of the increase. Of the total table net win, Midi Baccarat accounts for $9.0M. Chinese
New Year began on Sunday February 10" and the BC Family Day holiday was on Monday February 11,

Weekly Prelims Actual Budget Variance from Budget
SLOTS
Casino 18,046,389 18,341,127 (294,738)
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CGC 4,302,447 4,363,289 (60,842)
Subtotal 22,348,837 22,704,416 {355,580)
TABLES/POKER 14,423,505 7,450,685 6,972,820
BINGO, Net of Prizes 509,231 578,102 (68,871)
Grand Total 37,281,573 30,733,204 6,548,369
Est. Year to Date
SLOTS
Casino 819,548,452 863,305,266 (43,756,814)
CGC 181,267,444 198,931,789 (17,664,345)
Subtotal 1,000,815,896 1,062,237,055 (61,421,159)
TABLES/POKER 360,609,552 342,731,507 17,878,045
BINGO, Net of Prizes 27,339,110 28,592,471 (1,253,361)
Grand Total YTD 1,388,764,558 1,433,561,033 (44,796,475)
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| Print Date
Casino & Community Gaming Division 2/13/2013
ele Week Ending & Year to Date Prepared by
—— CCG Finance
RIOGET
Flscal Year 2012/2013 CASINO €GC TOTAL
Slots 980,500,000 226,812,000 1,207,312,000
Tables & Poker 382,500,000 282,500,000
Bingo, Net of Prites 32,221,000 32,121,000
Total 1,364.000,000 250,933,000 1.627.933.000
* Includes revenue lor additional S days based on theoretical dally win sverages for 2012
Vatlance from Varlance Normalized LYTD
Actual et et Varlance % LYTD ] d Varlance %
Week Ending February 16, 2013 Flscal Week %
SLoTS
Caslno 18,046,389 18,331.127 (294,738) -1.6% 16,952,356 6.5%
cec 4,302.447 4,363,289 (60,842} -1.4% 3,685,759 16.7%
Subtotal 22,340,837 22,704,416 {388,580) -1.6% 20,638,114 8,3%
TABUES/POKER 14,423,506 1,450,683 6,972.820 93.6% 9,705,758 43.6%
BINGO, Net of Prites 505,231 578,102 (69,871) -11,9% 619,174 17.8%
Grand Total 37,281.573 30,733,204 6.548,369 21.3% 30,963,043 20.4%
Est. Year to Date - February 16, 2013 | | i
SLOTS
Casino 819,546,452 863,305,266 (43,756,814) -5.1% 806,911,799 1.6% 819,553,442 0.0%
CGC 181,267,444 198,931,789 (17.664,345) -8.9% 154,804,207 10.0% 167,176,911 8.4%
Subtotal 1,000,815,596 1.062,237,055 llSL-L‘!..:&Bir -5,8% 971 716,206 3.0% 986,730,153 1.4%
TABLES/POKER 360,609,552 32,731,507 17,878,043 5.2% 350,566,615 2.9% 356,865,511 1.0%
BINGO, Net of Prizes 27,318,110 28,592,471 {1.253,361) A.4% 30,326,918 -9.9% 30,785,28) 11.2%
Grand Total YTD 1,388, 764,558 1,433,561,033 (84, 796,475) -3,1%  1.352.609.738 2.7% 1,374,381,144 1.0%
Amy Stamp

Accountant, Casino & Community Gaming Finance
Finance & Corporate Services, BCLC
74 West Seymour Street

Connect with us:
Facebook BC Casinos | BCCasinos.ca
Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education

and community groups across B.C.
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This is Exhibit “ 15 “referred to in the
Affidavit of Jim Lightbody sworn {or affirmed)
beforemeat _ |/c#r ¢ ov/€/ , B.C,,
this 2 day of January, 2021.

A Commisgi ﬁ)er/NUtgry Public for the Province of
British Columbia
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LG crsonal nformation )
From: Michael Graydon

Sent: Thur 2013-12-12 5:33:25 PM
Subject: RE: GPEB

Yes absolutely. Mg

From: Jim Lightbody
Sent: Thursday, December 12, 2013 9:17 AM
To: Michael Graydon
Subject: GPEB

Mike;

Let’s ask John tomorrow about the High Limit table request we also have in front of them. This one hasn’t
been in front of them as long (only 3 months), but it involves us raising the table limit on our high limit
baccarat tables to $100K (from the $90K now) and allowing players to bet more than $10K per spot - there are
9 spots on the table and currently if a player wants to bet $90K a hand they have to put $10K in chips on each
spot. We'd like to make it more convenient for the player, that’s what this would do. And the $100K limit
makes it a little easier for the dealer and table supervisor to manage.

We'd REALLY like to get this in place by early January so RR and Edgewater are ready for Chinese New Year.
Thanks,

Jim

Jim Lightbody

Vice President, Casino & Community Gaming

BCLC

2940 Virtual Way, Vancouver BC V5M 0A6

Personal information I- -
pclc.com

Connect with us:
Twitter @BCLC| Facebook BCCasinos | Blog | belc.com

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.
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This is Exhibit “ 16 “referred to in the
Affidavit of Jim Lightbody sworn {or affirmed)
beforemeat __ Vancovirel 2BCs,
this & 5 day of January, 2021.

A Comm‘fis“Sfler\]N'cTé'ky Public for the Province of
British Cdlurnbia
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LI S St ersonal information

From: Michael Graydon
Sent: Thur 2013-12-12 9:34:48 PM
Subject: Re: GPEB

| would weave this and the low limit table commissions into your presentation tomorrow. This is
unacceptable from a time perspective and we are missing revenue and player development
opportunities. Qur ask should be to move on these two items now and in the future we need more
urgency in decision making. With Cheryl in the room it would be helpful that she hears this. | will
support you in the dialogue. Mg

From: Jim Lightbody

Sent: Thursday, December 12, 2013 9:17 AM
To: Michael Graydon

Subject: GPEB

Mike;

Let’s ask John tomorrow about the High Limit table request we also have in front of them. This one hasn’t
been in front of them as long (only 3 months), but it involves us raising the table [imit on our high limit
baccarat tables to $100K (from the $90K now) and allowing players to bet more than $10K per spot - there are
9 spots on the table and currently if a player wants to bet $90K a hand they have to put $10K in chips on each
spot. We'd like to make it more convenient for the player, that’s what this would do. And the $100K limit
makes it a little easier for the dealer and table supervisor to manage.

We'd REALLY like to get this in place by early January so RR and Edgewater are ready for Chinese New Year.
Thanks,

Jim

Jim Lightbody

Vice President, Casino & Community Gaming

BCLC

2940 Virtual Way, Vancouver BC V5M 0A6

pcic.com

Connect with us:
Twitter @BCLC| Facebook BCCasinos | Blog | belc.com

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.
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This is Exhibit “ 17 “referred toin the
Affidavit of Jim Lightbody sworn (or affirmed)
before me at Vancov,er , B.C,,
this Qj day of January, 2021.

L o ———

=< z >
A Comn%s%ner/Notaw Public for the Province of
British Columbia
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To: Michael Graydon[gEleSe]st=1RInl{e]gasF=\ile]g]

From: Susan Dolinski
Sent: Tue 2013-12-17 11:00:22 PM
Subject: RE:

| heard from them yesterday about this. They have a BN which we reviewed today and | will send to you. A
package is now going forward to the Minister for signature. Not sure how long that will take.

Vice President, Communications & Social Responsibility
BCLC

2940 Virtual Way, Vancouver BC V5M 0A6

bnal information -
EC |C .com

From: Michael Graydon
Sent: December 17, 2013 2:59 PM
To: Susan Dolinski
Subject: FW:

Can you try and shake an answer out of Bell regarding the High limit increase we requested. We are getting
closer to Chinese New Year and would like this in place for that event. This has revenue implications and we
are under the gun as you know. | spoke to John about it but he is off now so not sure if he did anything with
it. Mg

From: Jim Lightbody
Sent: Tuesday, December 17, 2013 2:56 PM
To: Michael Graydon
Subject: RE:

Suzanne Bell. No response on that, but | did comment on their BN to the Minister on the other table requests
(low limit etc). Looks like they want the Minister to decide that one..............

Jim Lightbody
Vice President, Casino & Community Gaming
BCLC

2940 Virtual Way, Vancouver BC V&6M 0A6

r T 1
cic.com

Connect with us:
Twitter @BCLC| Facebook BCCasinos | Blog | bele.com

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.

BCLC0016543
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From: Michael Graydon
Sent: Tuesday, December 17, 2013 2:27 PM
To: Jim Lightbody
Subject:

Who did we actually submit the High Limit increase request too at GPEB? Any response this week? MG

President and CEO,
BCLC,

Personal information
Twitter @MGraydonBCLC
2940 Virtual Way, Vancouver BC V5M 0A6

l _4 . Personal information

Connect with us ;
Twitter @BCLC | Twitter @BCLCGameSense | Youtube | Blog | bclc.com

Last year, over 51 billion generated by BCLC gambling activities went back into health care, education and community groups across
B.C.

BCLC0016543.02



This is Exhibit “ 18 “referred tointhe
Affidavit of Jim Lightbody sworn (or affirmed)
before me at [/ ¢ re iy , B.C.,
this &£ £ day of January, 2021.

T

A Commissiéner’/Notary Public for the Province of
British Columbia

092
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To: Jim Lightbody| SRR L L]
Cc: S Personal information ]

From: Michael Graydon
Sent: Tue 2013-12-17 10:59:14 PM

Subject: RE:

Surprised they would ask the Minister to make an operational call. Mg

From: Jim Lightbody
Sent: Tuesday, December 17, 2013 2:56 PM
To: Michael Graydon
Subject: RE:

Suzanne Bell. No response on that, but | did comment on their BN to the Minister on the other table requests
(low limit etc). Looks like they want the Minister to decide that one..............

Jim Lightbody
Vice President, Casino & Community Gaming
BCLC

2940 Virtual Way, Vancouver BC V5M 0AG

- - - -

beclc.com

Connect with us:
Twitter @BCLC| Facebook BCCasinos | Blog | bele.com

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.

From: Michael Graydon
Sent: Tuesday, December 17, 2013 2:27 PM
To: Jim Lightbody
Subject:

Who did we actually submit the High Limit increase request too at GPEB? Any response this week? MG

President and CEO,
BCLC,

Personal information
witter @MGraydonBCLC
2940 Virtual Way, Vancouver BC V5M 0A6

§ v o /I

Connect with us :
Twitter @BCLC | Twitter @BCLCGameSense | Youtube | Blog | bclc.com

Last year, aver $1 hillion generated by BCLC gambling activities went back into health care, education and community groups across
B.C.

BCLC0016546
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This is Exhibit “ 19 “referred to in the
Affidavit of Jim Lightbody sworn (or affirmed)
before meat  { /et cov<r , B.C.,
this /S day of January, 2021.

A Comm\rssiﬂ'ﬁ'er/Notary Public for the Province of
British Columbia
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Privileged Document — Produced without any waiver of privilege by BCLC before the Commission of Inquiry into Money Laundering in British Columbia

pursuant to s. 29 of the Public Inquiry Act, SBC 2007, c. 9 O 9 5

Michael Graydon [ eI E Il Jim Lightbody[ IS E N ME I, Constance

Susan Do||ns!|

Sent:. Wed 2013-12-18 8:27:02 PM
Subject: FW: High Limit Table Changes
BN - Table Agaregates in high limit rooms v4 -13DEC13 SD COMMENTS.docx

Hello,

| have received the attached Briefing Note in response to my query with Suzanne Bell on the status of this
request to GPEB. | tracked my comments all the way through the document in areas where the logic is missing
in GPEB’s conclusions (to put it mildly). As | reached the Conclusion section of the document, | learned that
GPEB has no jurisdiction over this decision based on their own legal opinion, | would assume from the AG’s
office. Unfortunately, this fact wasn’t taken into consideration as they contemplated the need for a briefing
note and wrote one anyway.

Constance — can you confirm that this is the case — that GPEB has no decision making authority on table
limits? If so, | would like to propose that we proceed with making the changes to the limits so that we get
them done in time for Chinese New Year and | will revise the briefing note accordingly to be “For Information”
and outline the changes that we have made. Mike — given the relationship we are building with John, | don't
want to make this suggestion unless you support it. However, based on this briefing note, it is clear that if we
leave a decision in their hands we won’t have one in time to execute for Chinese New year.

Jim and | have also discussed that long term, we will make sure we are getting legal opinion on what requires
regulatory approval and what we can initiate on our own. We can still advise them of any changes we are
making, but we don’t want to set ourselves up for this scenario in the future.

Susan

Vice President, Communications & Social Responsibility
BCLC
2940 Virtual Way, Vancouver BC V5M 0A6

Eclc.com

From: Bell, Suzanne N FIN:EX [mailt [Rpersoralinformaton |

Sent: December 17, 2013 3:59 PM -

To: Susan Dolinski

Cc: Jaggi-Smith, Michele FIN:EX; Fair, Susan P FIN:EX
Subject: RE: High Limit Table Changes

Hi Susan, yes, we've been working on that one too — here it is, please let us know your

feedback, and thanks!

Suzanne N. Bell

Executive Director, Corporate Services

Gaming Policy & Enforcement Branch

Know your limit, play within it.

From- Susan DOllnSkI Persona| |nf0rmat|on
Sent: Tuesday, December 17,
To: Bell, Suzanne N FIN:EX
Subject: High Limit Table Changes

Hi Suzanne

| am following up to find out if there has been progress on BCLC's request to increase the limits on High Limit

Tables? We had a request to move from a max of $90,000 to $100,000 plus a few other operational changes

and we are hoping to make these changes in time for Chinese New Year which starts Jan 30. We’ll need to

know soon in order to effectively execute any changes with our Service Providers.

BCLC0015179
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Privileged Document — Produced without any waiver of privilege by BCLC before the Commission of Inquiry into Meoney Laundering in British Columbia
pursuant to s. 29 of the Public Inquiry Act, SBC 2007, c. 9 O 9 6

Thanks
Susan

Vice President, Communications & Social Responsibility

BCLC
2940 Virtual Way, Vancouver BC V5M 0A6
f
clc.com

This email is intended only for the addressee. It may contain confidential or proprietary information that cannot
be disclosed without BCLC's permission. If you have received this email in error, please notify the sender
immediately and delete the email.

BCLC0015179.02
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Affidavit of Jim Lightbody sworn (or affirmed)

beforemeat  |/ctncoves ,B.C,

this &5 day of January, 2021.

?(

A Commxs oner/Notary Public for the Province of
British Columbla
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Briefing Document Page 1

Ministry of Finance

BRIEFING DOCUMENT

To: John Mazure
Assistant Deputy Minister
Date Requested: November 5, 2013
Date Required: N/A

Initiated by: Michele Jaggi-Smith Date Prepared: December 13, 2013

Ministry Phone Number:
Contact: Meghan Thorneloe Email:

TITLE: Table Limits in Casinos

PURPOSE:
(X) DECISION REQUIRED

BCLC0015178



BCLC0015178

2,099

Briefing Document

DATE PREPARED: December 13, 2013
TITLE: Table Limits in Casinos

ISSUE: BCLC has requested a policy change to increase the table aggregate limit in
casinos.

BACKGROUND:

The British Columbia Lottery Corporation (BCLC) has requested that the Gaming Policy and
Enforcement Branch (GPEB) approve three primary changes to the policy for Table Games,
Private and High Limit Room Aggregate Limits'.

1. Manage table limits by a maximum table aggregate, instead of betting spot limits;
2. Increase the maximum allowable bet from $90,000 to $100,000; and
3. Broaden the definition of a “private table.”

These changes will enable casino service providers to enhance the gaming experience for
primarily out-of-country gamblers who are accustomed to gambling in jurisdictions such as
Macau or Las Vegas with limits similar to those proposed by BCLC. Currently, out-of-country
gamblers account for approximately XX% of BCLC’s high limit and table game business.

BC has five high limit rooms in total. High limit tables are located as follows:

« Two high limit Blackjack tables located at Edgewater Casino, Vancouver.

e 63 high limit Baccarat tables, distributed in the five high limit rooms at the following
properties: River Rock Casino, Richmond; Boulevard Casino, Coquitlam; Grand Villa
Casino, Burnaby; Edgewater Casino, Vancouver; and Starlight Casino, New
Westminster.

No other table games are currently played in high limit rooms, as availability is based on
player demand. Under the Gaming Control Act (GCA), the Lottery Corporation may set rules of
play for any class of lottery scheme that they conduct, manage or operate?.

DISCUSSION:

Proposed Policy Changes

1. Manage Table Limits by a Maximum Table Aggregate

Under current BCLC policy, gaming service providers in BC may determine the allowable bet
limits in high limit rooms up to a maximum of $10,000 per betting spot. This was increased
from a $5,000 limit per betting spot in December of 2012. If a player wants to wager more than
$10,000, the player must place a bet on another betting spot. The current maximum allowable

1 BCLC Casino and Community Gaming Centre; Standards, Policies and Procedures. Section: 5-1.1 Table Games — General Rules and

Regulations
2 Gaming Control Act, section 7 (g).

BCLC0015178.02
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Briefing Document Page 3

total bet on a high-limit Baccarat table is $90,000. If a player wants to bet the $90,000
maximum, the player must place nine separate bets of $10,000.

The proposed policy change would enable one player to wager up to the table maximum on
one betting spot, as opposed to making separate wagers at each betting spot. This change is
intended to increase player convenience and assist with operations.

2. Increase the Maximum Allowable Bet

BCLC would like to increase the maximum table allowable bet from $90,000 to $100,000.

3. Broaden the Definition of a Private Table

Private tables are currently only located in high limit rooms and have minimum posted bets of
$1000 per betting spot. This proposed change would remove the $1000 betting minimum. It
would also define a private table as one that is segregated from other tables and marked with
signage noting the table limit, which means that a private table would now be allowed on the
main casino floor, and not just in a private room, as long as there is enough staff and
adequate camera surveillance to cover the area. It would also allow the guests of high limit
players to participate in table games and wager a smaller amount than the $1000 minimum.

Impact of Proposed Policy Changes

Blackjack

Blackjack tables have seven seats with betting limits of up to $10,000 per seat. If a player
wants to wager more than $10,000 they have to play more than one hand of Blackjack at once
- up to seven hands. A $100,000 table aggregate for Blackjack enables a significantly
increased betting limit, from the current $10,000 to $100,000 per hand.

Risk

¢ While cash play is not permitted, money laundering potential increases exponentially for
Blackjack, as players would be allowed to wager an extra $90,000 per hand, or $30,000
more than the current table limit of $70,000. Chips may be purchased at the gaming table
with Canadian currency;

e The Provincial Health Officer’'s (PHO) 2013 report noted that gaming policies must
consider and recognize the potential for harms, and seek to minimize risks to individuals
and communities. With this policy change, stakes are significantly increased for players
who may wager and potentially lose large sums of money in one hand.

Baccarat
Baccarat is a chance-based card game wherein the bettor can wager on the “player-hand” or

the “banker- hand” to win. Baccarat tables have nine seats. The betting structure is different
from Blackjack, as the player is betting on only one outcome even if they bet on mulitiple

BCLC0015178.03



BCLC0015178
101
Page 4

betting spots. Therefore, the player can bet up to $10,000 on each open spot at the table -
currently up to $90,000 in one hand. See Appendix A for the past 12 month’s revenue.

Briefing Document

Risk:

¢ Money laundering potential would increase by $10,000 per hand;

e Player risk increases by $10,000 per hand;

e There is no significant RG risk for Baccarat as the type of players involved have
considerable discretionary wealth.

BCLC has requested approval for this change because the current setup, which requires
players to make separate wagers to bet the table maximums of $70,000 for Blackjack and
$90,000 for Baccarat, is not player friendly, and may impact gaming revenue in a negative
way. With this change, casinos and gaming centres would have the discretion to allow a limit
of up to $100,000, depending on their relationship with the player, the player's gaming history
and finances.

High Limit Rooms in Other Jurisdictions

Alberta, Saskatchewan, Manitoba and the Atlantic provinces do not offer high limit tables in
their casinos. In Alberta and Manitoba, players may wager a maximum of $1,000 for table
games per betting spot. Alberta is considering introducing high limit tables. In Saskatchewan
there is a $1000 limit per betting spot for Blackjack and Baccarat, and a $2000 limit for Texas
Hold’em.

There are two casino models in Ontario. Five casinos are managed by the Ontario Lottery and
Gaming Corporation and are limited to $100 table wagers. There are no high limit tables.
Ontario also has four Resort Casinos operated by private organizations which are full service
hotel/casino complexes. Each Resort Casino independently submits requests for table game
wager limits to the Alcohol and Gaming commission of Ontario for approval. The highest table
limits in these casinos is up to $50,000 for Craps and Roulette, $25,000 for Blackjack and
$15,000 for Pai Gow and Baccarat.

OPTIONS:
Recommended Option: Option One

Option One: Approve Baccarat Table Aggregate Increase but not other Table Games

Pros:

e Addresses the issue of player convenience for Baccarat;

o Has potential to increase revenue from high limit Baccarat;

¢ Prevents other table games, with potentially higher risk, from increasing their limits.

Cons:
e Does not address player convenience for other table games;
¢ Increases the risk potential for money laundering by $10,000 per hand.

Option Two: Approve Table Aggregate Increase for all High Limit Table Games

BCLC0015178.04
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ro
Addresses the issue of player convenience for high limit table games;
Increases the potential for gaining revenue.

”

O

on
Increases the ability to launder large sums of money for current high limit games;
Leaves the door open for other table games to become high limit games;
Does not align with the Problem Gambling strategy or the PHO’s recommendations.

@

tion Three: Status Quo

S

0

ros:
Aligns with current anti-money laundering practices;
Supports the PHO's suggestion to consider potential harms of policy changes.

(@)

on
May limit revenue generated by high limit table games;
Does not address the issue of player convenience.

2

Conclusion

XNl S VT h R eI (1 Ry - Redacted by BC - Solicitor Client Privilege

Redacted by BC - Solictor Client Privilege
Redacted by BC - Solicitor Client Privilege
not seek GPEB’s approval to increase the table limit from $5,000 to $10,000 in Dec 2012.
There does not appear to be any written policy from GPEB to BCLC indicating that mutual
involvement in determining table limits is required. Although it is thought that at one point
these matters were discussed between former ADM, Derek Sturko and the former BCLC CEO.

It is the role of the General Manager (GM) under section 27(2) (a) and (b), to advise the
Minister on broad policy, standards and regulatory issues, and it is under the Minister’s
direction to develop, manage and maintain the government’s gaming policy. Therefore it would
be appropriate for the GM to advance the argument that GPEB may provide advice regarding
any increase in table limits, and the rationale in support of the increases, as such changes
may impact on the integrity of gaming. However, if the GM chooses option one it is possible
that BCLC will not accept this proposal as there is no definitive section that grants this
authority to GPEB.

As a going forward solution, GPEB may want to consider developing written policy between
GPEB and BCLC that states that BCLC should request consideration and approval to alter,
change or increase table betting limits. Or alternatively, a written directive may also be
considered outlining this requirement of BCLC.
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APPROVED / NOT APPROVED

John Mazure
Assistant Deputy Minister

Date
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Appendix A - Last Twelve Months Revenue Performance for High Limit Baccarat in BC

Calendar Month Desc | Calendar Month Offset Continuous

November
December
January
February
March
April

May

June

July
August
September
October

12
1

_Proc;uct
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat
Midi Baccarat

Midi Baccarat

| Net Win Amt |

$8,991,734
$13.658,716
$12,735,219
$17,954,772
$13,546,848

$9.741.911
$15.297,632
$10,983,309
$14.082.897
$19.2%0.110
$12.198.833
$13.483.474
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This is Exhibit “ 21 “referred to in the
Affidavit of Jim Lightbody sworn (or affirmed)
beforemeat ) ‘¢t /) e v/ , B.C,
this_& { day of January, 2021.

) ?\:"‘m_
(. -‘t‘;{"_,; - _\:.“—- .
A Commis\,.\Ioéer/Notary Public for the Province of
British Columbia
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To: Monica Bohm YR tuEwes: Brad Desmarais[ g uENUE T UN: Jim D.
Wielpiielele)i@Personal information

From: Jervis Rodrigues
Sent: Wed 2014-12-03 4:26:40 PM
Subject: RE: Macau gambling revenue slides

253233922335353)52

One other impact we need to consider. Should our hunch be right that the increased limit as well as the
overdraft privilege will result in higher level play and perhaps even more players coming here, our margin mix
issues will increase and this will put further pressure on the CCR, which means it likely would blow by the
proposed 44% over a relatively quick timeline. | happen to be speaking with Chris this afternoon about the
ratio increase from 42.5% to 44%. We may need to consider if we discuss this further as | expect if we go this
way, the ratio will go through the 44%. That said, government should be making more net income, which of
course we would all support. Exciting proposition. Jervis
From: Jervis Rodrigues

Sent: Wednesday, December 03, 2014 7:45 AM

To: Monica Bohm; Brad Desmarais; Jim D. Lightbody

Subject: Re: Macau gambling revenue slides
1 will get our Finance team working on feasibility for operating lines for the high value players. We
will also need to consider risk, financial, operational, etc.
Sent from my BlackBerry 10 smartphone on the TELUS network.
From: Monica Bohm
Sent: Wednesday, December 3, 2014 7:21 AM
To: Jervis Rodrigues; Brad Desmarais; Jim D. Lightbody
Subject: RE: Macau gambling revenue slides

My team is already working on the 250K bet limit financial/risk analysis.
m

Monica Bohm

Interim Vice President

Casino & Community Gaming, BCLC
2940 Virtual Way, Vancouver BC V5M 0A6

BPersonal information

From: Jervis Rodrigues

Sent: Wednesday, December 03, 2014 6:24 AM

To: Brad Desmarais; Monica Bohm; Jim D. Lightbody

Subject: Re: Macau gambling revenue slides
| spoke with one of my ex Partners in HKG. Players use a lot of cash in Macau, but also do maintain
high value player accounts, where they deposit their cash/winnings into. In some cases overdraft
privileges are provided. Varies from operator to operator.
Brad based on your two meetings with the VVIP's | think we need to see if we can get limits up to
$250,000, GPEB approvals for increases, account maintenance with an overdraft float for the top 20
to 50 players. Need to huddle on this today if we seriously wish to move this forward in Time for CNY.

Jervis

Sent from my BlackBerry 10 smartphone on the TELUS network.
From: Brad Desmarais

Sent: Tuesday, December 2, 2014 11:42 PM

To: Monica Bohm; Jervis Rodrigues; Jim D. Lightbody

Subject: RE: Macau gambling revenue slides

BCLCO0007377
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Another interesting conversation with one of the high rollers tonight confirming the same as the past
one except wire transfers from Hong Kong was also suggestion.

Vice President, Corporate Security & Compliance
(and) Interim Vice President, Human Resources
BCLC, 2940 Virtual Way, Vancouver, B.C. V5M 0A6
[Personal information

From: Monica Bohm
Sent: Tuesday, December 02, 2014 5:00 PM
To: Brad Desmarais; Jervis Rodrigues; Jim D. Lightbody
Subject: FW: Macau gambling revenue slides
| know | shouldn'’t be so happy for the misfortunes of others....

Interim Vice President
Casino & Community Gaming, BCLC
2940 Virtual Way, Vancouver BC V5M 0AG

[Pefonal tion

From: Julienne Joe
Sent: Tuesday, December 02, 2014 1:27 PM
To: Monica Bohm; Karen Gray; Craig Jooste; Andrew Williamson
Cc: ALL- TableProductSpecialists
Subject: RE: Macau gambling revenue slides

Here is the article below:

Macau Gambling Revenue Slides

City Is Poised for First-Ever Full-Year Gambling Revenue
Decline

form:

BCLC0007377.02



108

—nr M

==

er decline

year gambling revenue. BLOOMBERG NEWS

in full-

Macau is poised for its first-ev
By

Kate O'Keeffe

Dec. 1, 2014 6:42 a.m. ET

Macau is poised for its first full-year decline in gambling revenue after China's corruption crackdown sent November revenue tumbling 20%.

Gambling revenue fell to 24.27 billion patacas (US$3.04 billion) last month from 30.18 billion patacas in November 2013, government data showed
Monday. It was the sixth month in a row that gambling revenue fell in the Chinese gambling hub, which had previously enjoyed a five-year winning
streak without even one down month. Analysts say November's sharp fall also makes it a near certainty that Macau this year will suffer its first calendar-
year drop in gambling revenue, at least since 2002, which is as far back as public data go.

November's decline was also meaningful because it wiped out all gains made earlier in the year. For January through May, gambling revenue was up
16% from a year earlier. But after six months of year-over-year declines, gambling revenue is now flat in the first 11 months of the year compared with

last year.

“We all got this massively wrong," said Standard Chartered Equity Research analyst Philip Tulk. “Nobody saw this coming,” he said of the sharp
reversal in Macau's fortunes. Mr. Tulk said that a year age he had pegged Macau's gambling revenue to rise 14% in 2014 and that he had even raised
his forecast by a few percentage points in early 2014 as money continued to pour in. In February, gambling revenue hit a record high, shooting up 40%
from the previous year.

BCLC0007377.03
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Now Mr. Tulk and other analysts are predicting revenue in the territory will fall by at least 1% in 2014.

High-Roller Hangover

Standard Chartered Research forecasts year-on-year growth in gambling revenue
from Macau’s VIP players will remain in negative territory in 2015.

Macau gambling revenue
year-on-year growth Estimate
BO% -voeeereeeeerrnnns e T ey 2 2
14.0%
Mass market and 2ges
slot revenue _ B

VIP revenue

-0.4%

=20
—30) T S O T kT . : y
2014 ]2015
Sources: Macau Gaming Inspection and Coordination Bureau; The Wall Street Journal
Standard Chartered Research

The particularly sharp drop in Macau's VIP gambling revenue in recent months has surprised executives, analysts and investors, and fueled declines in
overall gambling revenue. The primary cause is a Beijing-led crackdown on corruption, which has led high rollers to shy away from the baccarat tables,
they say. The April disappearance of a Macau junket figure believed to owe as much as 10 billion Hong Kong dollars (US$1.3 billion) also has taken a
toll on the market, they said. The incident made investors wary of funding Macau junkets, whose high-rolling customers accounted for nearly two-thirds
of Macau's US$45 billion in gambling revenue last year.

Macau also faces a laundry list of other challenges, including a worsening Chinese economy, tighter visa policies for Chinese traveling to Macau,
increased oversight on UnionPay cards many gamblers use to access funds in Macau, new smoking restrictions at casinos and pro-democracy protests
in neighboring Hong Kong that are affecting players’ travel plans, according to executives and analysts.

Things aren't expected to improve scon. Wells Farge analyst Gameron McKnight wamed in a Nov. 28 report that Macau'’s December performance could
disappoint even reduced expectations, with revenue possibly falling 25% from a year earlier if a planned visit this month by China's President Xi Jinping
—the architect of the anticorruption campaign squeezing Macau—further deters high rollers from coming to gamble in the former Portuguese colony.
Mr. Xi is to visit the Chinese gambling hub to celebrate the anniversary of Macau's handover to China 15 years ago.

BCLC0007377.04



. N\
November's revenue tumble of 20% at Macau casinos has wiped out all the gains made earlier in the
year. Shown, a Macau gaming expo in May. AFP/GETTY IMAGES

With many of the problems in Macau well-known by now, investors on Manday reacted to the weak November numbers with restraint. Shares of Las
\egas Sands Corp. 's Hong Kong-listed unit Sands China |td. fell 2.1% and MGM China Holdings slipped 1.3%. Galaxy Entertainment Group fell
2.6%. The declines occurred as the benchmark Hang Seng Index fell 2.6%.

—Mia Lamar contributed to this article.

Julienne Joe
Product Specialist
Casino & Community Gaming, BCLC
2940 Virtual Way, Vancouver, B.C. V5M 0A6
Personal information
Jloe@bclc.com
bclc.com
Connect with us:
Twitter @BCLC| Facebook BCCasinos | Blog | bele.com
Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.
From: Julienne Joe
Sent: Tuesday, December 02, 2014 12:34 PM
To: Monica Bohm; Karen Gray; Craig Jooste; Andrew Williamson
Cc: ALL- TableProductSpecialists
Subject: Macau gambling revenue slides

Some great info in this article.

BCLC0007377.05
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We should see more positive effects to our properties and keep riding the wave while we can!
Here is something from WSJ.com that might interest you:

Macau gambling revenue slides
http://on.wsj.com/1FHoakX

BCLC0007377.06
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Date Maximum Bet Area Comment
Jan 2001 $500 All areas There were no high limit
areas at this time
Aug 11, 2008 Removed limits from policy | All areas Approval from VP for
entirely min and max limits for
each facility
Nov 1, 2008 " Added table of bet spreads | Noted that for any ' Director of Operations
which quote $5000 max wagers $1000 and over - | became responsible for |
wager must be in high limit max bet approvals
rooms
Sept 2012 Raised limits to $1000 Main gaming floor |
Oct 2012 Allowed ‘private table’ High limit room : Essentially, one player :
where one player could could play $45,000
play all the betting spots
on the table
March 2013 Raised limits to $2500 Main gaming floor
Over $2500 (up to
$5000) must be in a high
limit room
January 2014 . Raised limits to $10,000 High limit rooms One player could play
! $90,000
January 2014 - " introduced the aggregate High limit rooms One player could play

addendum to NTI

January 2015

April 2018

. of $100,000 for private

tables

Stipulated that all other
games in a high limit room
had a $10,000 limit except
Baccarat

' Main Floor - $2500

Segregated Floors - $5000,
Table aggregate - $50,000
for Squeeze Baccarat but
individual players - $25,000

High limit room - $10,000,
Table aggregate - $100,000
for Squeeze Baccarat,
individual players can play
$100,000

High limit rooms

$100,000 at a private
table

One player could only
play $25,000 in
Segregated Floor

One player could play
the whole table
aggregate ($100,000)

Initial use of aggregate
table limits has to be
approved by Director of
Operations

BCLC0016642
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STRICTLY CONFIDENTIAL

April 11, 2014

Jim Lightbod
Redacted

Dear Jim;

Re: Interim Appointment

On behalf of BCLC Board of Directors, | am pleased to formalize your appointment to
the temporary full-time acting position of President and Chief Executive Officer effective
January 30, 2014. The Terms of Reference (TOR) for the role of President and Chief
Executive Officer is enclosed for your reference and understanding. The key elements

of this interim acting position are as follows:

COMPENSATION

1. Your salary will remain the same, as stated in your June 12, 2013 Compensation
Plan Change letter.

2. Your eligibility to participate in the Salary Holdback Plan also remains the same.

VACATION
3. You will continue to accrue vacation at the same rate.

DURATION

4. The expected duration of this assignment is to be determined. The priority over the
coming months is to focus on the cost containment initiatives related to the
corporate restructure and the crown review audit. The Board will determine the
plan and process to fill the vacated President and CEO role once these activities
are finalized.

5. If you are not selected or appainted permanently to the role of President and CEO,
you will return to the position of Vice President of Casino and Community Gaming.

PENSION
6. Your pension contributions will remain the same.

HEALTH BENEFITS
7. Your benefit plan credits will remain the same.

REPORTING STRUCTURE

8. You will now report to BCLC Board of Directors and will have all BCLC Vice
Presidents and the Director of Internal Audit report directly to you.

All other terms and conditions of your employment remain unchanged.

Congratulations on your new role.

Bud Smith
Chair, Board of Directors
British Columbia Lottery Corporation

Page 1 of 2 Initials
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Vancouver, BC V5M 0A6 ‘
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cc: Employee File

r as outlined in this letter and all attachments.

A/? Date: /%t;/ / 27// 17’ .

Ji 1ghtb5dy /

| understand a

Signature:

Page 2 of 2 Initials
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March 31, 2015

Jim D. Lightbod
Redacted

Dear Sir:

Re: British Columbia Lottery Corporation (“BCLC") CEO Offer of Employment

This letter will serve to confirm the terms of your employment as President and Chief
Executive Officer (collectively “CEQ”) of BCLC.

1. Term

The term of your employment as CEO will commence on April 1, 2014 and will
continue for an indefinite pericd.

2. Duties

Your general duties and responsibilities as CEO are as provided to you. In addition,
you shall at all times during your employment:

(a) well and faithfully serve BCLC;

(b) act in, and promote, the best interests of BCLC;

(c) devote the whole of your working time, attention and energies to the
interests of BCLC;

(d) report regularly and as needed to the Chair of the BCLC board;

(e) comply with all terms of this Agreement;

() abide by BCLC's Standards for Ethical Business Conduct, and
comply with all rules, regulations, policies and procedures of BCLC;
and

(9) not, without the prior approval of the Board of Directors, carry on or
engage in any other business or occupation or become a director,
officer, employee or agent of or hold any office with any other
corporation, firm or person, except as a volunteer for a non-profit
organization, engaging in civic, religious, educational or other
community activities, or maintaining personal investments or a
personal holding company, provided that such activities do not
materially interfere with the performance of your duties under this
Agreement.

3. Compensation

Under the Public Sector Employers Act, Minister de Jong has approved a CEO total
compensation maximum of $375,000.00. The amount approved is based on the
following:

BCLC0010532

bele

playing it right

74 West Saymour Slreet
Kamloops, BC V2C 1E2

250.828.5500
250.528.5631

2940 Virlual Way
Vancouver, BC V5M 0AB

i 604.215.0649 |
604.225,6424
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Compensation Component: i _
Base Salary $274,700
Salary Holdback Incentive (max.) $30,522
Pension $56,800
Benefits $9,046
Statutory Benefits $3,918
Total: $374,986

Your compensation comprises of:

(@) Your annual base salary which shall be paid on a bi-weekly basis.

(b) The Salary Holdback Incentive of up to 10% arnually. The actual amount will be determined
annually and will vary based on the achievement of selected performance measures. The
holdback incentive payment is not considered pensionable income.

(c) Your entitiement to the Salary Holdback Incentive shall also be governed by the current
BCLC policies as they relate to the Salary Holdback Incentive.

(d) Pension, benefits and statutory benefits amounts approved represent “employer costs” and
are variable costs that can fiuctuate from year to year. Such factors that can impact cost are
changes in statutory benefits rates (CPP, El)), service costs or individual demographics on
actuarial assumptions for pension.

(e) Your compensation will be reviewed annually by the Board of Directors to ensure that it is
compliant with government policies for executive compensation. When possible and
appropriate in the Board's sole discretion, adjustments will be made to align your
compensation up to the maximum permitted by the current government policies.

4. Benefits
Your Benefits plan credits will be increased to $260/month.

5. Vacation Leave
You will be entitled to 6 weeks holiday per year. You will be entitled to carry forward accrued vacation
leave in accordance with BCLC's guidelines governing accrued vacation leave.

Any payment of accrued vacation leave shall not be included in the calculation of your maximum total
compensation as set out in article 3 above.

6. Pension

You continue to be an eligible member in the company pension plan. In addition, effective April 1, 2014,
you are eligible for the CEQ Supplemental Registered Pension Plan and shall receive 1.5 years of
credited pension service for each year of membership in the said pension plan from April 1, 2014 forward.

7. Termination

BCLC may terminate your employment at any time for just cause without notice or payment in lieu of
notice. In the event that your employment is terminated without cause, the caiculation of the notice period
or severance will be governed by the Employment Termination Standards of the Public Sector Employers
Act and any amendments in force at the time and which severance shall not be less than 18 months in
total.

Page 2
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8. Post-Employment Restriction

in the event that your employment is terminated or you tender your resignation to BCLC, you agree that
you shall be in compliance with BCLC’s Standard of Ethical Business Conduct Post-Employment in force
at the time of your departure.

For reference, the current standard would require that you not enter into a contract for employment or
services for a period of one year from your last day of service either individual or through a sole
proprietorship, partnership or corporation with any entity:

a. That has a contractual relationship, either direct or indirect, with BCLC in any form of Operational
Services Agreement;

b. With whom you directly had substantial dealings in the final year of your employment, where such
activity would be a direct conflict with the interests of BCLC unless you are able to satisfy BCLC
that you will not participate in any manner on any matter involving BCLC. For these purposes,
“substantial dealings" means that you have had ongoing involvement with that entity in the course
of performing your duties for BCLC, or you have been involved in a decision-making role for a
work assignment or project for BCLC that impacted the interests of that entity; or

c. Where your new position would require you to act for the entity in connection with any matter
regarding, relating to or involving BCLC. '

For greater clarity, “last day of service” is defined as the day you conclude your operational duties as
President and Chief Executive Officer, your access to BCLC systems is removed and you no longer have
decision making authority on behalf of the Corporation and its subsidiaries.

9. Travel and Expenses

You shall be reimbursed for all travel and other expenses actually and properly incurred in connection
with the performance of your duties as President and Chief Executive Officer including, but not limited to,
travel to the Vancouver Office where private or commercial accommodation may be claimed in
accordance with the BCLC Standard Travel and Expenses Policy.

10. Kamloops Residency

It is a term of your continued employment that you maintain a residence in Kamioops. You are solely
responsible for all costs associated with your Kamloops residence.

11. Relocation Allowance

Given the requirement that you establish residence in Kamloops and pursuant to Human Resources
policy 2.23, you are entitled to a relocation allowance of up to $25,000 (Twenty-Five Thousand dollars) for
expenses incurred. You may submit receipts for reimbursement for the following expenses:

Moving expenses, including the cost of professional movers;

Rent for up to 3 months while searching for a permanent residence;
Furniture purchases/replacement as required;

Utility connection charges;

Travel undertaken for the purpose of finding a permanent residence; and
Any other expenses as approved by the Chair of HRC.

~ooOoTD

12. Gaming Policy and Enforcement Branch

It is a term of your continued employment that you remain registered with the Gaming and Policy
Enforcement Branch.

Page 3
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13. Confidentiality

You acknowledge that you are in a fiduciary position and, in the course of your employment, will have
access to and be entrusted with confidential information and trade secrets of BCLC and its subsidiaries.

The term “confidential information” when used herein shall include all information of a confidential or
proprietary nature that relates to the business of BCLC including without limitation, trade or business
secrets, formulae, designs and design methods, other methodologies, computer software programs and
modifications and enhancements thereto, business plans and policies, sales and marketing information,
training materials, business records, intellectual property, intellectual technology, and any other
information not normally disclosed to the public.

You acknowledge that all of BCLC’s confidential information is its exclusive property and that all such
property is held by you in trust. Except as your duties during your employment with BCLC may require,
you shall keep secret and confidential and shall not make any copies of, and shall never disclose or use,
either during or after your employment with BCLC, any confidential information of BCLC, except as
required to fulfill you obligations to BCLC or as explicitly directed by law.

14. Return of Property

Upon the termination or cessation of your employment, you shall at once deliver or cause to be delivered
to BCLC all computers, phones, devices, books, documents, effects, money, securities, or other property
belonging to BCLC or for which BCLC is liable to others, which are in your possession, charge, control or
custody.

15. Severability
If any provision of this agreement is determined to be invalid or unenforceable in whole or in part, such
invalidity or unenforceahility shall attach only to such provision or part thereof and the remaining part of
such provision, and all other provisions shall continue in full force and effect.

16. Madification of Agreement
Any modification to this agreement must be in writing and signed by the parties or it shall have no effect
and shall be void.

17. Independent Legal Advice
You acknowledge that you have obtained independent legal advice with respect to the terms and
conditions contained herein.

Yours truly,

Bud Smith, Q.C.
Chair, BCLC Board of Directors

cc: Employee File

d ageeptall terms of this offer of employment.

Date: Mfiﬁ/ﬁ 31} 20[5,-
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To:  Jim Lightboo RN

From: Michael Graydon

Sent: Mon 2013-06-17 4:15:44 PM

Subject: FW: International Incremental Revenue Program: GCGC confidential
Incremental Revenue Program June 2013.GCGC Confidential.docx

For your review, we can discuss when you return from Montreal. Have a good few days out there. MG

From: rodnbaler G -

Sent: Monday, June 17, 2013 3: M
To: Michael Graydon
Subject: Fw: International Incremental Revenue Program: GCGC confidential

Hi Mike. Here are our thoughts on creating and driving international play into BC as we talked about.

When I look at our domestic growth prospect I think it will be very challenging to grow the pie in an
amount that will satisfy either of our shareholders (or you and me). Going out into the world and
trying to steal share of gaming wallet from other jurisdictions will be tough but its one that we should
make a serious attempt at capturing. It won't be easy , will come with many challenges and will require
significant time, energy and investment on our part.

I hope you find this useful, constructive and forward thinking. As we talked about I wanted to get this
to you in advance of your meeting with your new Minister in case you think it has merit and have the
opportunity to socialize it a bit.

Thanks. Have a good start of the week and hopefully see you at Wed/Thurs.

Rod
Sent from my BlackBerry device on the Rogers Wireless Network

From: "Alasdair Douglas" <adouglas{g@SEIENIRINECY

Date: Sun, 16 Jun 2013 23:21:51 -0700
To: Rod Baker (External)<rodnbaker (RS
Cc: Rod Baker<rbake [ JSEEEImagn); Peter Goudron<pgoudron (o ~; Walter

Soo<wso (EIEIEINIENE ; Alasdair Douglas{ZEENagurey) com-=>
Subject: International Incremental Revenue Program: GCGC confidential

Hi Rod please find attached a copy of GCGC’s proposal to BCLC.
Best,
AD

Alasdair Douglas | Vice President, Marketing
Great Canadian Gaming Corporation

N
|}
I | W C | VX P8

Notice Regarding Confidentiality of Transmission

This message is intended only for the person to whom it is addressed and may contain information that
is privileged and confidential. If you are not the intended recipient, you are hereby notified that any
dissemination or copying of this is prohibited. Please notify us of the error in communication by

BCLC0008094
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telephone (604) 303-1000 or by return e-mail and destroy all copies of this communication. Thank
you.

BCLC0008094.02
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GREAT CANADIAN GAMING CORPORATION

CONFIDENTIAL MEMORANDUM -

Date: June 16, 2013

To: Rod Baker

cc:

From: Peter Goudron, Walter Soo, Alasdair Douglas
Re: GCGC Proposal to BCLC:

International Incremental Revenue Program (lIRP)
Upper Premium Table Games & Slots

Background:

GCGC, and more specifially River Rock Casino Resort has had significant success in building and growing the
international players market who are in the province for other reasons, especially since 2009, This has occurred
largely because of numerous GCGC strategies and tactics, taken at considerable expense to GCGC, as well as to
some degree certain market conditions. However, this is not in any signifcant way the result of GCGC
aggressively marketing international growth opportunities off-shore or in the USA.

Program Objective:
To aggressively market River Rock Casino Resort to the off-shore and USA premium tables games and premuium
slots market segments to initially generate incremental out-of-province GGR of $20MM annually.

Target Markets:

Primary: New off-shore (predominantly Asian) destination VVIP table players who would be qualified to play in
the River Rock Casino Resort Salon Privé, River Rock’s highest level VIP area, with an ADT of at least $5,000.
Secondary: New USA and off-shore VIP premuim destination mass market, table games and slots players, who
would be qualified to play in our Maple Leaf and Dogwood rooms ( i.e. ADT of $2500-5,000) or smiliar slot play
on our casino floor.

Program Concept

GCGC will, atits incremental cost and risk, aggressively market River Rock Casino Resort through the
development and implementation of new, additional marketing strategies to these two target markets to
deliver significant incremental gaming volume to British Columbia. GCGC will incur significant costs and
increased level of risk on ROI. Given this and that this IIRP will provide true incremental measureable revenue
to BC, we propose that GCGC would receive a higher rate of commission on demonstrable, tracked incremental
revenue.

GCGC propsoes that the tracking and compensation to GCGC to be based on us identifying new, and thus
incremental individual players to the Province, and then tracking their individual play with GCGC getting
compensated based the total dollar value of that play.

Pg.10of3
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Note: While the program could be open to all Service Providers and casinos, it could be argued, not all properties
or operators have the amenities, gaming room product or expertise to properly attract and service these
specialized market segments. Were some Service Providers to bring in these target markets, they may not
deliver an experience that will create repeat business to BC,

Program Rationale:

1. Bring new/incremental business into BC — grow provincial revenue by competing in the global market
rather than marketing almost solely to international consumers already in the BC market.

2. Provide GCGC with additional commission to make it financially feasible for GCGC to make the level of
investment and take the level of risk on ROl to compete on the world market- to develop and execute
the marketing intiatives and product/service offerings required.

o Aggressively market and invest in international opportunities to import new revenue into BC.

e Continue to increase GCGC's investment in world-class Asian entertainment, a VVIP product
offering, social events, and hospitality experiences.
3. BCLC will only pay increased commission on incremental revenue. Low risk high return proposition to
BCLC.
4. OLG, Maccau jurisdictions provide additional commission to service providers who bring in Premium
VVIP play so there is a precedent if BC wants to attract a larger high value market.

Key Strategies for BCLC - GCGC only; Tactics/Investment:

Key Strategies Tactics
1. Develop and investin 1. Recruit resources required to implement
setting up destination 2. East Asia visits to develop offshore strategic partnerships
VVIP gaming marketing (agents, satellite offices, other casinos...)
operation 3. Agent/Partner affiliate program - Commissions and fees paid

for referrals
4. Incentives (comps, privilages, etc) to qualified players based on
VVIP Encore program with BCLC to cost share of up to 3% of
theo win (cost share % needs to be defined...if inlcude slots?)
5. Develop IIRP Strategic Marketing Plan to continue to enhance
earned media, PR, and entertainment in Mainland China

6. Others?
2. Target and build 1. Recruit resources required to implement
relationships with 2. Define premium USA and Asian Tour &Travel Market sales &
premium USA and marketing needs
Asian Tour and FIT 3. Targeted direct marketing strategies and tactics to develop
travel agents feeder market opportunities

4. Asia and select USA market sales tours to develop strategic
partnerships {(agents, satellite offices, other casinos...)

Pg.20f3
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GCGC (Service Provider) IIRP Tracking & Compensation Model:

Incremental Player Revenue model

1. The program would set a qualification status for eligible players & corresponding revenue being;

a) Player has never been “registered” for casino play in BC before (not previoulsy filed for LCT,
PGF, enrolled in Encore and Salon Privé card or Privé Program).

b) Player holds a foreign passport (or out-of-province ID)

c) Player enrolls in new level /category of player loyalty program and their play is tracked using
Bally GMS. (Note some players may need to be tracked in manually Salesforce if they do not
want to us to swipe a card for Encore Program tracking).

2. Players would be given an Encore loyalty card and be tracked/rated and have a comp account. Players
would be tracked in Bally GMS on an ID # only basis with no names or contact information in the Bally
system to protect our investment against competitor contact and intel and to deal with player
confidentiality concerns.

3. BCLC would participate in the same 3% discretionary, opaque comp account based on theo win and
funded pro-rata to revenue split with the proposed Encore Table Games program.

4. GCGC would produce auditable reports on the play revenues and name and an address, birth date
infarmation to ensure players have never been registered before. (BCLC nor other Service Providers
would not be able to contact these guests through Direct Marketing.)

5. For each individual’s incremental tracked play we would re-apportion Table Play revenue split from
60/40 BCLC/GCGC to 25/75 BCLC/GCGC. For Slot Play we would also re-apportion from 75/25
BCLC/GCGC to 25/75 BCLC/GCGC split. The best methodology for tracking individual player incremental
table play to be mutually determined and agreed upon.

Next steps

1. Present to BCLC: TBD target early July
Secure BCLC approval to proceed — August
Secure GPEB approval to commission change - September
Finalize development of strategy & tactics — TBA
Commence program strategies — TBA

Uit W N

Pg.30f3
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This is Exhibit “ 5 “referred to in the
Affidavit of Jim Lightbody sworn {or affirmed)

before me at [/dn ¢evier , BiCy
this & 5 day of January, 2021.

.

o
E.. & L

A Commi\s'iipﬁer/Notary Public for the Province of
British Columbia
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To: Brad Desmarais|[gelgtolat-1RIsl{e]gaat=\1l0]4]
BlllaEtdl|Personal information

From: Jim D. Lightbody

Sent: Thur 2014-11-27 3:52:11 AM

Subject: Re: Kesi Wei

Monica Bohm[g&ehEIRInl -1 elal: Susan

EREERE]

Thanks Brad, well done,

Sent from my BlackBerry 10 smartphone on the TELUS network.

From: Brad Desmarais

Sent: Wednesday, November 26, 2014 7:18 PM
To: Monica Bohm; Jim D. Lightbody; Susan Dolinski
Subject: Kesi Wei

This VVIP tried to come into the RR with $500K after being spoken to twice about using cash
originating from our person of interest. The RR has declined to accept the cash and he departed. He also
said he had a large amount of chips but was advised he could use them if he verified source. All LMD
Casinos have been advised not to accept cash from this person and he will be banned from cash play at
our Casinos until interviewed by BCLC investigators.

Sent from my BlackBerry 10 smartphone on the TELUS network.

BCLC0007975
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Affidavit of Jim Lightbody sworn (or affirmed)
before me at l/c? NLo v , B.C.,
this 3™ day of January, 2021.

o

A Commif}sicﬁﬂérﬂ\iotary Public for the Province of
British Columbia
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High Limit (VIP) Baccarat

Board Presentation

December 11, 2014

BCLC0008104



What is HL Baccarat? 133

» High stakes Midi Baccarat at private or
semi-private salons (rooms)

* Involves “Squeeze Play” (players
peak/touch the cards)

* Very popular with Asian culture
* Concentrated at 3 properties:
— River Rock with 50 tables
— Grand Villa with 16 tables
— Edgewater with 22 tables

2 N bele
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Casino Revenue Trends 13_

« High Limit Baccarat’s incredible journey: projected
growth of +42% in F15.
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o, e
Source: BCLC internal reports, indexed rate of growth and decline @Clc
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HL Baccarat by the numbers 13.

» Table net win projected to grow 42% this year
(+$139 million) due to High Limit Baccarat.

» 33% of total casino net win is now from high limit
Baccarat. (what is % from tables in total)

* River Rock has 67% of provincial high limit net
win.

— Tables will generate $xM in River Rock and X%
of property revenues this year. 2

4 bele

BCLC0008104.04



Sources of HL Baccarat Revenue 136

* Most revenue is coming from offshore sources
(predominantly Mainland Chinese)

« Changes in policy have favored BC as a gambling
destination:

— China is an Approved Destination Status as of 2009

— Increased Chinese investment in BC

— Tighter visa requirements to travel to Mac
— Anti-corruption campaigns in China

« Vancouver is an Asian culture-friendly city

: bele
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Comparison to other Jurisdictions

» BC & Las Vegas show similar trends
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" Risks to HL Baccarat Revenue

» High limit Baccarat has high volatility

« Concentration of revenue with small group of overseas
players

» Travel restrictions imposed by Chinese Government
 Issues with accessibility to overseas funds

« Competition from other international gaming markets

—— ~ — — -
i m_— = =
e > N g
b TRk By |
7 e e

Source: BCLC internal reports, indexed rate of growth and decline
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Revenue Potential 13@.

8

More growth expected for Chinese New Year and the
coming year if conditions remain favorable

— Potential for higher betting limits (increased
volatility)

— Higher wagering instruments ($25K plaques)

— Increasing costs to support revenue growth of high
limit by $103 million for FY15

Potential for growth with Chinese Premium Mass

Market as it begins to travel ‘
i

{ lﬁ, )

) )

bele
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Corporate Security & Compliance Divisional Meeting
March 5, 2015
Jim Lightbody Speaking Notes

Hi everyone — I'm glad to be able to join you today.
| want to start by saying thank you.

2014 was a year of resilience. We went through significant change and uncertainty at BCLC
with cost containment and crown review. However, despite the external pressures and
uncertainty, you demonstrated professionalism and leadership and continued to move our

business forward. That's what resilience is all about and | thank you for that.

All in all, we've had a great year with a lot of highlights across the organization including the
completion of the GMS installation, the Sportsbook pilot in Starlight Casino and the launch of
Scratch & Win products at Costco. | know this team has played a huge role in the success of

these projects, so thank you very much for your contributions.

Fiscal year-end is right around the corner and we are on track to surpass both our net income
and revenue targets for this fiscal. Our Table Games strategies as well as the cost
containment exercises we went through over the past year are the major contributors to this
success. We've also seen huge growth in the Casino and Sports categories and Lottery has
also picked up momentum in the last couple of months.

| know many of you are wondering why we still have to focus on managing costs despite
having such strong financial results. | want you to know that without the exceptional results in
our Table Games business, our cost containment would be one of the primary reasons behind
our profit growth versus last year. The revenue we receive from Table Games is not
something we can necessarily rely on long-term. So, while it is exciting to see our Table
Games doing so well, we need to react with caution. This means we have to continue to focus

on exercising effective cost management and executing our corporate strategy.

On that note, I'd like to take a few minutes to talk a little bit about our corporate strategy.

BCLCO0011934
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Corporate Strategy

Our strategy describes how we will achieve our vision, which is to have gambling be widely

embraced as exceptional entertainment for adults.

The winning aspiration of our strategy is that we make it fun to be an adult. Everything within
our corporate strategy is tied to this aspiration. If we aren’t making it fun to be an adult, we are

not winning.
Your winning aspiration in Corporate Security and Compliance is we make fun safe.

| love this because without the safety, security and integrity of our facilities and our games we

are not making it fun to be an adult.

As you know, one of the key areas of focus within our Corporate Strategy is Reputation. And

this group plays a huge role in building a positive reputation for BCLC.

You do this by providing the expertise and support to ensure that our operations are legal and
compliant, while fostering a safe and trusted gambling environment that protects players. You
are also responsible for maintaining strong strategic relationships with our partners, vendors

and stakeholders.

One example of how you are doing this is through the information sharing agreement that you
now have in place with the RCMP. This has allowed us to work proactively with the RCMP to
ban individuals from our facilities if they have engaged in criminal offenses, are a reasonable
threat to the public, or belong to an organized crime association. The agreement has had a
positive impact, and we have already had success in identifying and banning individuals

outright from our gaming facilities.

Another area where this team has made progress is in our Anti-Money Laundering tactics. The
work you are doing in conjunction with the Social Responsibility & Communications division is
helping to change the conversation about BCLC’s commitment to Anti-Money Laundering
(AML). There are a lot of misconceptions out there. If we all take the time to understand this

BCLC0011934.02
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issue and explain it to others when we have a chance, we can begin to address these

misconceptions, and ultimately change the conversation to a positive one.
In addition to helping BCLC build a strong reputation, this team is a strong contributor to our
other strategic areas of focus — which include player experience and content, distribution and

B2B - by ensuring we maintain our core value of integrity in any new games, channels or

ventures we pursue.
Culture

One of the biggest impacts you can have on our corporate strategy is by helping us to create a

culture based on customer focus, trust, collaboration and embracing change.

All of these words have great intentions behind them. But it's up to all of us to bring those
words to life. Each of us — meaning all employees at all levels — need to look within ourselves

and take accountability over our actions and behaviours.

In order to paint a clearer picture of what that means, | want to take a minute to describe the

meaning behind our four cultural drivers.
Trust is about being candid and walking the talk.

Collaboration is about sharing resources, working together to solve problems and respecting

each other.

Customer focus is about always acting with the customer in mind and maintaining good

relationships.

Embracing change is about being open to new ideas and seeing challenges as an opportunity

to grow.

You may have heard the saying “culture eats strategy for breakfast.” To succeed, strategies

rely on employees’ everyday actions and decisions. Take customer focus for instance. If you

BCLC0011934.03
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don’t understand that customer focus is important, then you will be unlikely to focus on the
customer which is precisely what our strategy relies on.

Innovation

In addition to a strong culture, we also need to build up our ability to innovate. Innovation is
critical for us to sustain future success. As part of our corporate strategy, we must broaden
and diversify our player base. Currently, we are too reliant on our core player and we need to
find ways to attract the moderate as well as light and casual players. In order to do this, we
need to focus on providing the new experiences and content that those players want. In order
to do this we have to innovate and that means challenging the status quo. We also need the

right resources and systems in place in order to be able to try new things.

Unfortunately, in times of cost-cutting and budget constraints, this something that often gets
put on the back burner. However, your Executive team is acutely aware that in order to
prepare for all of the challenges ahead — concentrated player base, reputation, growth — this is
an area we need to focus on. Work is underway to figure out how we can improve our

organizational competency around innovation.

In the meantime, | encourage you to bring forward to your manager any ideas you may have to

improve our business.

People

The other key in executing our strategy is people. We're not going to get very far without you.
This is a time that we need to really focus in on our people. We need to work with you to
develop your capabilities and nurture your career here at BCLC so that you can help us
achieve our long-term goals.

| am committed to cultivating an environment of development, learning and succession

planning at BCLC. This is something your Executive and Human Resources teams are

working on. But | want to challenge you to make a commitment to this as well.

BCLC0011934.04
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It's really important to me that we all take the time to develop a plan for ourselves — and if
you're leading a team, make sure this is supported and encouraged, because that's how we’ll
keep growing, that's what will allow us to promote from within and that's what will allow us to

become stronger as an organization.
Close
Everything I've talked about today is tied together. Here are the key takeaways:

We need to turn our strategies into action plans, by figuring out how to resource and

strengthen our innovative capabilities.

We all need to demonstrate our cultural behaviours of Trust, Collaboration, Embracing

Change and Customer Focus to build a culture that supports our strategy.

We need to strengthen our people by listening to you and cultivating an environment that

places priority on development.

If we do all of these things, we are positioned for a very bright future and I'm looking forward to

taking this journey with all of you.

Questions

BCLC0011934.05
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This is Exhibit “ 29 “referred to in the
Affidavit of Jim Lightbody sworn (or affirmed)
before me at V(’Ll’) (ot , B.C,
this 2 day of January, 2021.
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British Columbia




To: Michael Graydon| Dennis Amerine
Cc: Jim D. Lightbody [ Rob Kroeker n]

From: Brad Desmarais
Sent: Fri 11/09/2015 8:36:11 PM
Subject: RE: BCLC Request for assistance - Casino Patrons

Michael

We couldn’t agree more and we are pressing our regulator on both fronts: 1) Disruption or
elimination of illegal gambling sites that are likely to draw players away from legitimate gambling
venues; and 2) Approval, at least in principle, of several cash-alternative strategies BCLC is
advocating which not only will likely reduce or eliminate the migration of high limit gamblers away
from legitimate gambling venues, but may in fact lift revenue. The use of non-cash instruments will
also substantially reduce regulatory and reputational risk to both our organizations.

We share your frustration and | can assure you we are working hard and fast on cash alternatives.
BCLC takes an evidence based, principled approach to player restrictions and/or banning. We do
neither lightly and are acutely aware of the revenue implications for both of us. In know this doesn’t
lessen the sting of a potential hit on revenue but we strongly believe this is the right course of action
at this moment. | should add that our concern rests with the method of payment, not the players
themselves who we have no reason to believe are criminally culpable.

Brad

Brad Desmarais
Vice President, Casino and Community Gaming

iCLC 2940 Virtual Wai| Vancouver B C. V5M 0AB

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.

From: Michael Graydon [mailto:n i G

Sent: Friday, September 11, 2015 12:40 PM

To: Brad Desmarais

Cc: Dennis Amerine

Subject: Fwd: BCLC Request for assistance - Casino Patrons

Understand the need for this but we have to have other forms of transaction in place to provide the avenues
of opportunity for buy in. Both shoes have to drop. | am hopeful that BCLC is making every effort to expand
the mechanisms available to customers. The short term consequence of these actions is a drop in revenue
and driving these players into the unregulated options for gaming. | support your efforts but we have to have
better solutions. Mg

Sent from my iPhone
Begin forwarded message:

From: “Dennis Amerine:" [ -

To: "Scott Menke" , "Michael Graydon"

"Eric Boes" D SN

Subject: FW: BCLC Request for assistance - Casino Patrons

BCLC0004503
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Here is the list. The EW has already received it as well.
Dennis

From: Ross Alderson [ NG

Sent: Friday, September 11, 2015 11:49 AM

To: Glen Atchison; 'jnijja [ MU RO - fsea (R UC I GIEGIl; Craig Longley;
O orsonal niormationJEEIAERR ersonal form-ton MBI rsonal information %
Dennis Amerine; Devin McCormack
(dmecormackTEEMNCUIS NN 'pahluwal i e UG Patrick Ennis'; Shauna

Gillespie; Erin Oliver; Cameron Conn; Cameron Conn
Cc: Rob Kroeker; Brad Desmarais; Kris Gade; Bruno Gatto; Kevin Sweeney; Daryl Tottenham
Subject: BCLC Request for assistance - Casino Patrons

Good morning,

Please find attached a letter regarding conditions to be placed on a small number of Casino
Players.

Also attached is a list of the players involved.

The letter outlines what the conditions are and the rationale.

| appreciate this may have a significant impact to your business and is not a decision made
lightly.

| apologize for not being able to convey this news in person but | wanted to assure everyone was
notified at the same time and it is a time sensitive matter.

It is BCLC's desire to interview these players and we would ask for your assistance in facilitating
that if possible. We encourage any player on this list to contact BCLC Consumer Services on 1-
866-815-0222 or email through http://corporate.bclc.com/customer-support.htm|

to schedule an interview so we can ensure we have the appropriate resources including
translation services. Investigators will be available from Monday September 14, 2015.

| appreciate if you can make your operational staff aware of the conditions.
Many thanks for your cooperation.

Ross Alderson CAMS

Director, AML & Operational Analysis
Corporate Security and Compliance Division, BCLC
i940 Virtual Way, Vancouver, BC, V5M 0A6

1
d

This email is intended only for the addressee. It may contain confidential or proprietary
information that cannot be disclosed without BCLC's permission. If you have received this email
in error, please notify the sender immediately and delete the email.

BCLC0004503.02
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Affidavit of Jim Lightbody sworn (or affirmed)
beforemeat |/ imdiov i €i ,B.C,
this_& ¢ day of January, 2021.

A Comm‘\l’s‘sijbnermmarv Public for the Province of
British Columbia
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To:  Rod Baker - Great Canadian Gaming Corp [N

From: Jim D. Lightbody
Sent: Mon 14/09/2015 8:13:57 PM
Subject: Interviews

Rod;

| followed up with our Security team this morning regarding your concerns that you mentioned yesterday.
There were 5 interviews in total that occurred over the weekend and there were no complaints from players
or from your management team at River Rock in how they were handled. In fact, what we did learn was there
was some miscommunication by some members of your team to our players that they could not play “until
they have had an interview”. This is false and was unnecessary. What we advised everyone was they could
not play with unsubstantiated funds (chips without a record of purchase or money without a bank receipt for
example). There was a rumour that one player cleaned out his PGF account and refused to play, but upon
follow up this was false.

That said, if any of the players complained of mistreatment by our investigators, we would like to know the
name of the investigator and the player so we can follow up and rectify the situation. So, let me know if there
are any instances we need to follow up on. The reason for these interviews is very important and relates to

our AML role.
Jim

Jim Lightbody
President & CEO

BCLC Head Office
74 West Seymour Street, Kamloops BC V2C 1E2

[Personal information -‘

BCLC Marketing & Sales Office
3 jver BC V5M 0A6

bcle.com
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Briefing Document 4:52

BCLC
BRIEFING DOCUMENT

To: Jim Lightbody, President & CEO

Prepared By: Rob Kroeker Phone Number: _
Contact: Rob Kroeker
Vice President Email: I
BCLC
TITLE: Anti-Money Laundering: Suspicious Transaction Reporting
PURPOSE:

FOR INFORMATION

BCLC0004348



Briefing Document I;Lé_a

DATE PREPARED: January 22, 2017

TITLE: Anti-Money Laundering: Suspicious Transaction Reporting
ISSUE: Trends in Suspicious Transaction Reporting

BACKGROUND:

Canada’s response to money laundering and terrorist financing threats is found in the federal
Proceeds of Crime Money (Money Laundering) and Terrorist Financing Act (PCMLTFA). The
PCMLTFA creates the federal Financial Transactions and Reports Analysis Centre (FinTRAC),
a financial intelligence unit, which is responsible for overall administration of Canada’s anti-
money laundering and combating terrorist financing regime.

Under the PCMLTFA, certain sectors of the Canadian economy most vulnerable to money
laundering and terrorist financing threats, including casinos, are deemed to be reporting entities
and are thus required to report specified transactions to FINnTRAC in prescribed formats and
timeframes. Under the PCMLTFA, BCLC is the deemed casino reporting entity in the Province
of BC.

BCLC is required, under the legislation, to have a Compliance Plan that effectively and
demonstrably prevents and mitigates money laundering and terrorist financing vulnerabilities on
a risk based approach.

BCLC is required to submit to FiInTRAC Large Cash Transaction Reports and Large Casino
Disbursement Reports involving amounts of $10,000 or more, and Suspicious Transaction
Reports (STR) for transactions or attempted transactions of any dollar amount and in any form
that are suspicious.

Under the PCMLTFA the threshold for suspicion is met where "there are reasonable grounds to
suspect that [a] transaction is related to the commission or attempted commission of a money
laundering ... or terrorist financing offence.”

All BCLC and all casino service provider staff receive formal training on how to recognize the
indicia of suspicious transactions at casinos.

As part of BCLC’s Compliance Program, in 2014 BCLC executed a limited information sharing
agreement (ISA) with the RCMP which substantially increased BCLC’s capability to assess the
risk associated with certain customers and transactions.

Also in 2014, BCLC met with a specialized section of the RCMP to make a formal complaint and
to provide information it had developed about an individual BCLC believed was providing cash
to some casino customers in circumstances BCLC found concerning. These same transactions
and individuals had been the subject of STRs submitted to FinTRAC.

As more information was received through the ISA and the RCMP made inquiries related to the
BCLC complaint through 2014 and into 2015, BCLC was able to develop information that led it
to reassess the risk associated with some transactions being conducted by a number of high
stakes table players.

The on-going monitoring of these players and the re-assessment of the money laundering risk
posed, led BCLC to take further steps under its Compliance Plan in relation to these players
including interviews and, in a number of cases, placing restrictions on the use of cash by some
players.

There were a number of enhancements to BCLC’s anti-money laundering efforts in 2016
including: committing to JIGIT funding; enabling international electronic transfers (non-cash buy-
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in option); restructuring of BCLC'’s investigative and AML departments to increase the staff
resources dedicated to AML; creation of a new management position in the AML department;
updated slot machine AML risk analysis; creation of new AML analytical capability and
enhanced customer ongoing monitoring (through enhancements to the existing iTrack solution
and use of the SAS business intelligence solution); updated and enhanced ISA with the RCMP
to better support JIGIT; and increased capabilities in regard to source of wealth and source of
funds inquiries flowing from improved information sharing with law enforcement.

DISCUSSION:

BCLC submitted a higher number of STRs to FINTRAC in 2016 than 2015 (1,630
vs.1,557): however, this increase is attributable to the underreporting issue at River
Rock, which BCLC identified and which resulted in some STRs related to periods in
2015 being filed in early 2016.

Generally, STR numbers tend to increase during Chinese New Year (late January — mid
February), are sustained at that level into late spring — early summer, and then trail
downward into Fall - Winter. This trend roughly follows business volume as measured
by high bet limit tables revenue. The number of STRs involving high value cash
transactions (greater than $50,000) has decreased substantially from August 2015
onwards.

The decrease in the number of STRs involving high value cash transactions (greater
than $50,000) coincides with: BCLC’s increased capabilities to conduct ongoing
monitoring and risk assessment of players and transactions flowing from its ISA with
police; an increased use of buy-in conditions on some players based on risk; increased
efforts by BCLC and its service providers to shift players to non-cash transactions such
as bank drafts; and, efforts announced and actions taken by the Chinese government to
reduce capital outflows from that country. These factors are believed to have
contributed to the decreases observed.

SUPPORTING INFORMATION:
(Graphs 1-5)

The number of STRs submitted to FINTRAC by BCLC for the calendar years 2015 and 2016 are
set out in Graphs 1 and 2 below.

As noted, the high STR numbers for the December 2015 — March 2016 period are in part
attributable to an underreporting issue by the River Rock Casino Resort discovered by BCLC in
November 2015. Rectification of that issue involved the filing of STRs related to transactions
from earlier periods in 2015 in the December 2015 — March 2016 period which inflated the
numbers for that 4-month period.
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GRAPH 1
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GRAPH 2
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GRAPH 3
The number of Large Cash Transaction Reports, Large Casino Disbursement Reports and
STRs submitted to FInTRAC by BCLC for the calendar year 2016
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GRAPH 5
The number of STRs submitted in 2016 broken down by dollar amount categories
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Suspicious transactions

STR Submissions to FINTRAC
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Figures Obtained from BCLC
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Substantiation of UFTs

Unusual Financial Transaction (UFT) Reports Unsubstantiated Report Breakdown
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Number of Transactions

Number of Large Cash Transactions (LCTs) of various sizes over time
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Cash Alternative Usage
For the Period January 1, 2015 - September 30, 2018
Figures Obtained from BCLC and PGF Trust Ledgers
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Table Drop Segments

Context: How did we
get here?

Current State: What is
happening?

Next Steps: What
remains to be done?
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BRITISH Gaming Policy and Enforcement
“CE%TUMBI.F‘:ﬂ Investigations and Regional Operations Division

SECTION 86 G C ACT REPORT
To be submitted without delay.

CONFIDENTIAL
This document is the property of Investigations and Regional Operations Division, Gaming Policy and
Enforcement, is confidential and shall not be disclosed or divulged, in whole or in part, without prior
consent of the Investigations and Regional Operations Division, Gaming Policy and Enforcement.

Date: July 24, 2015

Service Provider: N/A
Date & Time of Occurrence: Feb, 2015 at 02:44hrs.

Details: Suspected Organized Crime links to Cash drops offs

Request received by email from GPEB as below:
July 24th 2015. 0749 hrs

Good morning Ross.

I am requesting a Section 86 Report from BCLC which is to be sent directly to me (no distribution
beyond that) outlining the following:

1. The date of the initial complaint made by BCLC and the substance of that
complaint including any documents provided to the investigative body;

2. The names and other descriptors, vehicles, addresses provided by BCLC o the
investigative body;

3. The names and dates of who has been in contact with the investigative body
about this matter and the information shared and/or provided to BCLC particularly the events of 22
July 2015 when you contacted me; and

4. The names of all individuals at BCLC who are currently aware of this Project.
I'would appreciate receiving this as soon as possible.

Regards,

Len Meilleur

BCLC Response:

1. On Feb 12, 2015 at 1400 hrs. BCLC met with RCMP (FSOC) to lodge a complaint cash drop offs
at Casinos involving a male by the name of Paul 'King' JIN who was believed to be associated to
organized crime. This meeting was conducted at the BCLC Vancouver 05ites Redacted - FINTRAC |
involving JIN were provided to FSOC. The Investigative lead was Steve WETTER. BCLC staff
present were John KARLOVCEC, Daryl TOTTENHAM (from AML Unit) and Kris GADE and
Bruno GATTO (Investigations unit)

2. All material provided was extracted from iTrak and involved copies of player information and

E-Mail SGGPEB86Reportingl. MD@gov.be.ca

Lower Mainland Regional Office, 408-4603 Kingsway Ave, Burnaby BC V5H 4M4
Page 1
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Redacted - FINTRAC and cc’ed GPEB an(jR@B,

Note: VP CS& C Brad DESMARALIS had reached out to various agencies prior to Feb 12, 2015 to
investigate the matter and FSOC were the first agency which agreed to look into it.

3. On June 29, 2015 at 1300 hrs - BCLC Director AML Ross ALDERSON met with FSOC
Operational team to discuss the JIN file. ALDERSON to that point had limited knowledge of file.
ALDERSON was advised that there were two concurrent investigations that may be linked however
that JIN was not the primary focus of their investigation and that the Casino involvement had not
been looked at for some time. While suspected there were links to Casinos, there was no confirmed
evidence at this time other than 1 suspected drop off to an un-named player in a parking lot. FSOC
asked that BCLC continue to provide STR’s. ALDERSON aware this was privileged information.

On July 20, 2015 at 1400 hrs — BCLC Director AML Ross ALDERSON met with FSOC Operational
team to discuss BCLC’s current cash alternative initiatives and discuss any updates on JIN file.
ALDERSON was advised in that meeting that FSOC had now established a direct link from an
“illegal cash” facility which involved illicit funds being involved in drops offs to Casino patrons at
RRCR. No further specifics involving names, addresses or vehicles, was provided however Inspector
Cal CHRUSTIE of FSOC then advised ALDERSON that their investigation had uncovered that
potentially some of the funds at the cash house were linked to transnational drug trafficking and
terrorist financing. No specifics individuals other than JIN were named. Meeting concluded at 1600
hrs. ALDERSON aware this was privileged information.

BCLC VP CS&C briefed later.

On July 22, 2015 at 0800 hrs — BCLC Director AML Ross ALDERSON met with Inspector Cal
CHRUSTIE to discuss the new information. ALDERSON was advised that the investigation had
uncovered that potentially some of the funds linked to transnational drug trafficking and terrorist
financing was directly related to casino activity. Although no specific drop offs were confirmed or
named, there was strong suspicion that funds being dropped off could be connected in some way due
to the names popping up in their investigation as recently as the previous night. Also that several
foreign law enforcement agencies were now involved. It was understood from ALDERSON that any
info shared was confidential and extremely sensitive in nature. It was discussed how over a number
of years a number of investigative agencies had highlighted concerns about some of the funds
entering Casinos and those investigations had not progressed. CHRUSTIE advised ALDERSON that
BCLC continue its STR reporting and information sharing and that any suspected illegal gaming may
also be linked to his investigation(s) and that any action taken by BCLC should be discussed with
FSOC so as not to impede any ongoing criminal investigation. ALDERSON aware this was
privileged information however the information discussed could have a potentially devastating
impact on the Casino industry should it be true or leaked out to media.

On July 22, 2015 at 1123 hrs — BCLC Director AML Ross ALDERSON telephoned Len
MEILLEUR to discuss the pending GPEB/BCLC meeting on July 24" around Cash Alternatives, and
source of funds, and also to confirm meeting details. During the course of that call ALDERSON
advised he had received troubling information from RCMP involving Casinos and advised
MEILLEUR should all CHRUSTIE. No further details were shared.

On July 22, 2015 at 1451 hrs BCLC Director AML Ross ALDERSON read an email from Kandace
NAGEL, GPEB to call Len MEILLEUR asap.
1455 hours — called MEILLEUR. Advised that MEILLEUR had spoken to CHRUSTIE and as a

E-Mail SGGPEB86ReportingLMD@gov.be.ca

Lower Mainland Regional Office, 408-4603 Kingsway Ave, Burnaby BC V5H 4M4
Page 2
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result of that conversation John MAZURE had been briefed and that likely Mike DEJ ONl Q&
also be briefed. MEILLEUR and ALDERSON discussed in more detail and compared information
that they had received from law enforcement.

On July 22, 2015 at approx. 1515 hrs BCLC Director AML Ross ALDERSON briefed CEO Jim
LIGHTBODY, Brad DESMARAIS and VP Social Responsibility and Communications Susan
DOLINSKI.

Kevin SWEENEY, Daryl TOTTENHAM and Kris GADE were also advised by ALDERSON that
there appeared to be direct links from proceeds of crime to BC Casinos specifically RRCR and that
further player sanctions were being considered.

4. BCLC staff involved or with current/previous knowledge.

Ross ALDERSON - Primary Law Enforcement Contact with FSOC since April 2015 and fully
briefed by FSOC.

Brad DESMARAIS - (ALDERSON’s direct superior) briefed by ALDERSON
Jim LIGHTBODY - briefed by ALDERSON
Susan DOLINSKI - briefed by ALDERSON

Kevin SWEENEY - initial involvement and limited knowledge of file
Kris GADE - initial involvement and limited knowledge of file

Daryl TOTTENHAM - initial involvement and limited knowledge of file
Bruno GATTO - no involvement outside initial report to FSOC

John KARLOVCEC - initial involvement and original FSOC contact (Retired in March 2015)

SUMMARY:

BCLC suspected potential criminal involvement in Feb 2015 involving Paul JIN. It is my
understanding that GPEB were notified at that time however I am not privy to those conversations.
There was communication between BCLC and GPEB investigations alluding to intelligence around
both JIN and possible illegal gaming in the Lower Mainland which confirms information sharing was
ongoing.

Since July 22, 2015 there has been regular contact between BCLC and GPEB and mitigation
strategies discussed and implemented.

E-Mail SGGPEB86ReportingL. MD@gov.bc.ca

Lower Mainland Regional Office, 408-4603 Kingsway Ave, Burnaby BC VSH 4M4
Page 3
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Police Called: Yes X[ ] No [] Attended: Yes X[ ] No [
Police Force: RCMP — Federal; Serious Organized File Number:
Crime (FSOC)

Investigating Officer(s) & Badge Number(s): (initially) Staff Sergeant Steve WETTER

Submitted by: Ross ALDERSON

GPEB Registration #

E-Mail SGGPEB86ReportinglL MD@gov.be.ca

Lower Mainland Regional Office, 408-4603 Kingsway Ave, Burnaby BC VSH 4M4
Page 4
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August 24, 2015

Office of the Minister & House Leader
Ministry of Finance

PO Box 9048 Stn. Prov. Govt.
Victoria, BC V8W 9E2

Attention: Hon. Michael de Jong
" ‘.: ‘.:
Dear Minister de Jong:

playing it right

Re: BCLC’s Anti Money Laundering (AML) Enhancement Strategy

The purpose of this letter is to update you in regards to BCLC's commitment to anti-money laundering and to
provide feedback and recommendations stemming from the General Manager of GPEB, John Mazure's letter to
BCLC on August 7, 2015 titled Re: Enhancements to Anti-Money Laundering Regime in B.C. Gaming
Facilities

Bullet point one (1) on page two (2) of that letter states that BCLC will: 74 West Seymour Street
Kamioops, BC V2C 1E2
“Develop and implement additional Customer Due Diligence (CDD) policies and practices constructe@=a/adReébo
financial industry standards and robust Know Your Customer (KYC) requirements, with a focus on identifying:
source of wealth and funds as integral components to client risk assessment. This assessment should be based

upon suspicious currency transaction occurrences.”
2940 Virtual Way

Vancouver, BC V5M 0A6

While it is generally easier to identify an individual’'s source of wealth, identifying the actual sourceToffmdoper
transaction is far more problematic, especially when the funds are presented as cash. It is financiaf if8uth424
standard to ask a customer to declare the source of funds for all transactions (including cash) over CAD
$10,000.00 however little follow up investigation is then conducted. It is also common practice in the financial
industry to terminate a business relationship with a customer after two or three suspicious transaction reports.
(STR)

While BCLC continue to encourage cash altemative options for customers in BC casinos cash is still th preferred
deposit method and it is not uncommon for some individuals to have multiple suspicious transaction reports
(STR) in a calendar year based on their cash buy in's alone.

In the fiscal year 2014/2015 1737 STRs were submitted to FINTRAC from BC Casinos. The total dollar value of
those STRs for that period was approximately $160 million, primarily all of it in cash.

Of those 1737 STR's approximately four hundred and eleven (411) unique individuals were recorded with one
(1) or more STRs,) One hundred and one (101) of those having five (5) or more STRs. Those 101 individuals
accounted for approximately $686 million table drop and in $137 million in net revenue.

BCLC believe that currently no one agency in British Columbia is equipped to identify the actual source of funds.
To do so would require in most cases, law enforcement intervention. Currently BCLC and GPEB lack the
legislative authority, and law enforcement lack the available budget, resources and visibility into gaming.

Recommendation

1. BCLC would propose that a dedicated law enforcement gaming unit be established by the provincial
government. The Gaming unit would require appropriate legislative authority and full designated police powers,
with a clear mandate to investigate and prosecute all serious gaming related criminal offences.

The primary focus of this unit would be on identifying and eliminating proceeds of crime entering into BC gaming
facilities, as well as identifying and preventing all illegal or “underground” gambling in BC, including “grey market”
or illegal internet gambling.
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The Gaming unit ideally, would contain experts in Gaming within BC, Proceeds of Crime, Money Laundering and
Terrorist Financing as well as personnel with experience and designated authority to conduct surveillance,
execute search warrants, property seizures and forfeiture, and an understanding of Chinese culture and
associated languages.

2. It is essential that government support cash alternative initiatives. Without providing a full suite of non-

cash options including facilitating credit to Chinese high limit players BC faces a potential substantjal drop in
gaming revenue, lC

Yours truly, playing it right

Jim Lightbody
President & CEO, BCLC

74 West Seymour Street

Cc: Cheryl Wenezenki-Yolland Kamioops, BC V2C 1E2

Associate Deputy Minister, Ministry of Finance 250 828.5500
250.828.5631

2940 Vintual Way
Vancouver, BC V5M 0A8

604.215.0649
604.225 6424
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To: Rob Kroeke

From: Brad Desmarais

Sent: Mon 2019-02-11 7:20:02 PM
Subject: FW: Update to Jim
Q&A.docx

FYI

Brad Desmarais
Vice President, Casino and Community Gaming

CLC, 2940 Virtual Way, Vancouver, B.C. V5M 0A6

Last year, more than $1 billion generated by BCLC gambling activities went back into health care. education
and community groups across B.C

From: Ross Alderson <N >

Sent: August 30, 2015 8:04 AM

To: Jim D. L-ghtbodv_
Cc: Brad Desmarais <} G

Subject: RE: Update to Jim

Importance: High

Gents, | have taken a stab based on what | feel the ADM may ask.
Key messages for me is are

o BCLCis driving the AML initiatives while providing GOVT with all available information in a totally
transparent matter especially around STR’s and related investigations. This includes requesting police
look into suspicious activity for us earlier this year. We continue to cooperate fully with Police. That
includes updating them on who we are talking to and barring so we do not compromise any current
investigations.

e  BCLC continue to fulfill our role as the reporting entity for Fintrac.

» The other key point is to date no one has been able to prove the source of funds and yes while there
may be circumstantial evidence that some cash coming into the casino may be tainted we are guided
by law enforcement and they have told us that they are trying to establish the link. It should be noted
that recently that Police have received direction from GPEB that they should work directly with GPEB
rather than with BCLC.

| am available on cell if you need any context around any of the document. | had a challenge emailing
yesterday as the power did not come back on until early this morning at home
Regards

Ross Alderson camMs
Director, AML & Operational Analysis

Corporate Security and Compliance Division, BCLC
2940 Virtual Way, Vancouver, BC, V5M 0A6
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From: Brad Desmarais
Sent: Saturday, August 29, 2015 11:25 AM
To: Ross Alderson
Subject: RE: Update to Jim

Thanks. | won't bug you again on your vacation.

Brad Desmarais
Vice President, Casino and Community Gaming
{Interim) Vice President, Corporate Security & Compliance

BCLC, 2940 Virtual Way, VVancouver, B.C. V5M 0A6

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.

From: Ross Alderson
Sent: Saturday, August 29, 2015 10:54 AM
To: Brad Desmarais
Subject: RE: Update to lim

NP

Ross Alderson cams

Director, AML & Operational Analysis
Corporate Security and Compliance Division, BCLC
2940 Virtual Way, Vancouver, BC, V5M 0A6

From: Brad Desmarais
Sent: Saturday, August 29, 2015 10:54 AM
To: Ross Alderson
Subject: Update to Jim

Ross

Can you please provide some speaking notes (Q&A in bullet form) to Jim (cc me, please) with
respect to any questions Cheryl may have based on your conversations with Len? Nothing
elaborate.

Brad Desmarais
Vice President, Casino and Community Gaming
(Interim) Vice President, Corporate Security & Compliance

BCLC, 2940 Virtual Way, Vancouver, B.C. V5M 0A6

Last year, more than $1 billion generated by BCLC gambling activities went back into health care, education
and community groups across B.C.

BCLC0008972.02
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AML Q& A
1. What have BCLC done about the level of suspicious activity in Casinos?

A. BCLC continues to report all Suspicious Transaction Reports (STR) and Large
transaction reports to Fintrac and as recently as this summer Fintrac commended
BCLC on its stance on AML and initiatives. There are a number of additional
measures that BCLC have and are taking. (covered off later in document)

2. Why is it that Govt is only hearing about cash drops offs and bags of cash
coming into the casinos and potential links to criminals?

A. BCLC (since at least 2011) email a copy of all Fintrac STR reports to RCMP (IPOC)

and the GPEB Investigations Division. This includes a copy of the full narrative
outlining events and circumstances of each STR.

In Feb 2015 BCLC concerned by the amount of cash seemingly facilitated by one
individual, reported the matter to a number of police agencies (as well as GPEB) and

FSOC agreed to Investigate further. It should be noted that to date this individual has

never been charged with a serious criminal offence or any offence related to money

laundering, proceeds of crime or drug related offences. BCLC identified him as possible

loan shark.

On July 22 2015 BCLC Director of AML Ross ALDERSON received information from
Police that some cash funds used for buy in’s, specifically at the River Rock Casino,

may be involved in transnational money laundering involving this individual. As of July

22 no charges were pending, and there were no confirmed source of funds however

based on what was to BCLC, ALDERSON spoke to GPEB Len MEILLEUR that day and

advised he should contact Police. All players believed to be recipients of this

individual’s funds were then scheduled to be interviewed and cash banned. This was a

BCLC Initiative.
3. Why have BCLC not banned these individuals outright?

A. Almost all of these players are long term customers and there is no evidence once
inside the Casino around play that they are wilfully money laundering. Since July 22

BCLC has scheduled interviews with 24 of these customers to discuss their source of
funds targeting players with suspected links to cash drop offs and high levels of STRs

based on cash buy in’s. BCLC has gathered valuable intelligence during these
interviews which has in turn been passed onto police and GPEB. As a result of these

interviews some customers have been placed with conditions around their use of cash

and other players have been banned outright including anyone believed to be
facilitating cash deliveries. It should also be noted that BCLC has conducted player
interviews prior to July 22.

4. Where does this cash come from?

BCLCO0008973
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A. No one is really sure right now and that is the key issue. No one agency has confirmed
evidence that any of the cash used by players is directly linked to proceeds of crime.
The Police suspect that some of it is and BCLC continue to act on any information from
police that might undermine the integrity of gaming, without of course compromising
any existing police operation. BCLC has recommended that Govt form a Gaming Law
Enforcement unit equipped and mandated to investigate source of funds as resourcing
is an issue for Police and GPEB have said they do not have the authority to investigate.

NOTE: (In discussions | and my team have had with Financial Institutions some banks ask
the customer for their source of funds however very view act on that information either and
the quality of their STR’s is far inferior to BCLC’s.)

Is there illegal gaming happening?

A. Since May/June of 2015 BCLC started receiving several unverified intelligence reports
of underground Casinos in the Richmond area. A website “Vansky” was found last week
advertising for Baccarat dealers. All information received by BCLC or Service Providers
has been passed onto GPEB who are working with Police. BCLC is not privy to the
GPEB or police investigation and have no information other than there has been a
number of allegations made.

6. What has BCLC done to curb suspicious behaviour and the reliance on cash?

A. Along with the Investigative interview processes BCLC continues to work on AML
enhancements and has provided GPEB with a number of cash alternative initiatives
which we believe will mitigate and better identify suspicious behaviour.

BCLC continue to report all suspicious behaviour to Fintrac, GPEB and Police.

BCLC is also working with River Rock Casino Resort to replace the current high value
chips in circulation at River Rock Casino Resort on September 8 due to a high volume
of outstanding chips which may or may not be linked to illegal activity. RRCR have
been directed to implement better tracking processes for their $5K chips. GPEB were
notified of this project by VP CS&C in

7. When did BCLC realize there was $9 million worth of chips missing?

A. BCLC started a project to replace the chip stock at RRCR in Jan 2015. It is important to
note that due to the secrecy around the project it took a number of months to look at
different chip tracking options, order new chips, put together an ops plan etc. During
that time BCLC monitored the chip stock levels.

8. When did the casino start noticing the chip problem? What changed? How
closely related is this to the new high limit rooms?

A. This wasn't addressed with the Service Provider “as a problem” until August 27, 2015.
Although there had been prior discussions with GCC Management about the amount of

BCLC0008973.02
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missing chips it should be noted that BCLC and RRCR started receiving information
around alleged illegal casinos in June 2015 and other intelligence from law
enforcement in July which then raised concerns around the outstanding chip stock and
that they may be used for illegal gaming and/or an underground economy. lt is also
possible however they are being stock piled by a number of wealthy Chinese players.

There was no current policy requiring the service provider to track chips coming into or
leaving the casino. We do not request players surrender their chips on leaving the
premises. Players often leave with chips as they are then guaranteed no delay in
playing when they return to the casino. There is a slight delay buying in with cash
(processing in cage) or utilizing a non-cash method. RRCR has the highest amount of
VVIP players so its stands to reason they would utilize the $5K chip the most.

Key Messages

In the last two months there has been an escalation in law enforcement
involvement around gaming. This is as a direct result of a complaint laid by
BCLC. No charges have been laid to date related to tainted gaming funds
however BCLC continue to be proactive (rather than overly reactive) based on the
best available information.

Every step of the way BCLC has kept GPEB in the loop. The information
contained in STR’s has been provided to Police and GPEB for a number of years.

BCLC continues to drive AML initiatives for gaming in BC. We are recognized by
Fintrac as the gold standard for AML compliance in the gaming industry in
Canada.

BCLC is extremely active in AML enhancements to complement the existing AML
compliance regime. This includes interviewing more players around suspicious
behaviour (including those with multiple large cash buy ins) devising procedures
around patron declaring their source of funds, recommending a Gaming
Investigative agency that has the ability to investigate source of funds, and driving
cash alternative options.

BCLC0008973.03
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To: Ross Alderso ; Kevin Sweene ]
Cc: Rob Kroeke| |; Brad Desmarai n]

From: Jim D. Lightbody
Sent: Tue 12/04/2016 8:34:01 PM

Subject: RE: AML

Thanks for leading the team through this episode too. I'll buy you and Kevin a beer tonight.

From: Ross Alderson
Sent: Tuesday, April 12, 2016 11:32 AM
To: Jim D. Lightbody; Kevin Sweeney
Cc: Rob Kroeker; Brad Desmarais
Subject: RE: AML

Thanks for the note Jim. As per our chat this morning it is much appreciated.

Having a dedicated policing unit focused on investigating and disrupting illegal gaming and organized crime
can only be a real positive for the industry.

While | admit | was a little annoyed last week reading through some of the language in the documentation
prepared by Govt. for the press conference, my team are very aware that BCLC's positive contribution is often
overlooked and that there is generally a political aspect to all of this. The Security and AML team has always
been committed to doing what is best to preserve the industry as a safe and fun entertainment option in line
with BCLC’s values, rather than concentrating on any self-promotion or self-preservation.

| echo Kevin’s sentiment, yours and the executives support and commitment to our AML strategy has been
extremely important to the people whom you lead and | thank you for that.

Regards

Ross Alderson cams

Director, AML & Operational Analysis
Corporate Security and Compliance Division, BCLC
2940 Virtual Way, Vancouver, BC, V5M 0A6

From: Jim D. Lightbody
Sent: Tuesday, April 12, 2016 9:02 AM
To: Ross Alderson; Kevin Sweeney
Cc: Rob Kroeker; Brad Desmarais
Subject: AML

Guys;

| know yesterday was tough on you. | also recognize the tremendous work effort you and our Security team
put forth to fulfill our role in the Anti-Money Laundering strategy. You should know this — we are proud of the
work you do! Our role is to Record and Report to the Regulators. We have a very robust AML program that
allows us to complete our role and provide solid information for regulators and law enforcement to act. We
have been asking for more work effort in the investigation and disruption of illegal gaming by law
enforcement. We now have that. The responsibility and onus is now on the Joint lllegal Gaming Enforcement
Team to execute on their mandate. And since we are paying for it, we will hold them accountable. Let’s put
them to work for us and the gaming industry as they are meant to. | have voiced our concerns directly to the
Minister about reporting and accountability and he has given me his support.
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Rob and Brad are meeting with the leaders of this new team later this week to discuss how we move this
forward. | want both of you and your teams to be clear on our role going forward. We now have a clearly
identified force that is responsible and accountable to deal with illegal gaming. That goes beyond money
laundering. So, let’s use this as an opportunity to make them work as hard as you do for our best interest and
that of the Province.

[ also ask that we not over-react to the potential hype that can be generated by this announcement. We are in
the gaming entertainment business where we have to treat our customers with respect. As we integrate this
new team into the business and their role, we must maintain our customer focus and keep our gaming
facilities safe and fun.

Thanks,

Jim

Jim Lightbody

President & CEO

BCLC Head Office
74 West Seymour Street, Kamloops BC V2C 1E2

Sales Office
2940 Virtual Way, Vancouver BC V5M 0AG

!C c.com
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Know your limit, play within it.

FEB 0 8 2017
350705

Jim Lightbody

CEO and President

British Columbia Lottery Corporation
2940 Vittnal Way

V5M 0A6

Dear Mr. Lightbody
Re:  Joint Illegal Gaming Investigation Team

The Ministry of Finance’s Gaming Policy Enforcement Branch (GPEB), The Ministry of Public
Safety and Solicitor General’s (PSSG) Policing and Security Branch (PSB), and the RCMP “E”
Division have agreed to the creation of the Joint lllegal Gaming and Investigation Teami (IGIT)
within the Combined Forces Special Exiforcement Unit B.C. (CFSEU-BC). JIGIT is an initiative to
help combat police-reported increases in illegal gambling and to increase investigation into the
manner in which funds flow through provincial gambling facilities.

I want to thank you for the finaneial contribution that the British Colunibia Lottery Corporation
(BCLC) will make o JIGIT and the continued eooperation between our two organizations-on
coimpliance.

PSB-and GPEB have entered into a Letter of Undeystanding, which outlines the purpose, structure,
governance, funding, duration, performance reporting; and confidentiality requirements of JIGIT:
The Letter of Understanding is confidential in nature and is attached for your reference.

This letter provides for the agreement between BCLC and GPEB regarding performance reporting,
financial reporting, confidentiality and public communications, as specified below.

Performance Reporting
GPEB will provide BCLC with bi-annual performance information based on reporting received from
CFSEU-BC. The report will outline the efforts of JIGIT and include gambling specific metrics.

12
Ministry of Gaming Policy and Malling Address: Localion / Gourer Address:
Finance Enforeement Branch PO BOX 9202 STN PROV GOVT Third Floor, 910 Government Stroet
Assistant Deputy VIGTORIA BC VBW 9N Victoria, BC-VEW 1X3
. Ministar's offica Telpphone; (250) 387-1301

Facsimile: {250) 387-1818 Web: wivw.gaming.bov.bo.ca
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The report provided to BCLC may incldde: o
¢ Number of agtive JIGIT files.
* Total number of investigative techniques [investigative efforts against targets (e,g,..., T
surveillance, judicial authorizations, warrants, interviews etc.)] AR
Total number of police seizures (inclnding a breakdown of what thiose were and ths vahie)
Total number of arrests, charges, convictions and dispositions.

Financial Reporting

Financial reporting on JIGIT will be provided to BCLC on.a quarterly basis, in a mutually agreeable
form, noting the province cannot disclose information that would be detrimental to JIGIT operations
of compromise police investigations. I understand discussions are underway between our two
financial departments to determine what format this reporting will take.

Confidentiality ]

Any reports generated or produced in connegtion to JIGIT, including performance reports and
financial reports, shall remain confidential unless otherwise agreed to by PSB and GPEB or where
required by law or regulatory disclosure requirémeits.

The attached Letter of Understanding between GPEB and PSB must also remain confidential.

Public Communications '

Extemal, public-facing communications of JIGIT activities, such as media releases and press
conferences, are within CFSEU-BC jurisdiction. The Ministry of Finance and the Ministry of Public
Safety and Solicitor General have requested that JIGIT communication of investigative matters pre
and post operation be shared by the RCMP with both Ministries as early as possible to the extent
advisable by the CFSEU-BC. The Ministry of Finance will ensure that BCLC is briefed on these
issues where advisable by the CFSEU-BC.

The attached Letter of Understanding may be amended as required.

Yours sincerely,

John Mazure

Asgistant Deputy Minister and General Manager
Gaming Policy and Enforcement Branch
Ministry of Finance

pc: Mr, Clayton J. D. Pecknold; Assistant Deputy Minister and Director of Police Services
Mr. LE.L. (Len) Meilleur, Exccutive Director, Compliance Division )
Ms: Amanda Hobson; Vice-President, Chief Financial Officer; Finance and Corporate Services,
BCLC
Mr. Rob Kroeket, Vice-President, Corporate Security and Compliance, BCLC
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February 15, 2017

Gaming Policy & Enforcement Branch
Ministry of Finance

3rd Floor - 910 Government Street
Victoria, BC V8W1X3

Attention: John Mazure
Assistant Deputy Minister

Dear John:

Re: Joint lilegal Gaming Investigation Team (JIGIT)

Thank you for your letter dated February 8, 2017 regarding the Jaint lllegal Gaming
Investigation Team (JIGIT). We appreciate the update on the creation of JIGIT by
Gaming Policy Enfarcement Branch (GPEB), the Policing and Security Branch (PSB)
and the RCMP “E" Division. We are also in receipt of a letter from our Minister of
Finance to our Board Chair that directs BCLC to help fund JIGIT over its five year
mandate.

Your letter refers to an agreement between BCLC and GPEB regarding performance
reporting, financial reporting, confidentiality and public communications. As we
understand your letter, there is no actlon required by BCLC other than providing the
funding and cooperating with the JIGIT teams and GPEB. While the performance and
financial reports will be interesting, we will have no impact on JIGIT activities and
therefore, will treat them as information only.

Y°”'S?;M

im Lighlbod
'/ President &

cc: Rob Kroeker, VP Corporate Security & Compliance
Amanda Hobson, CFO & VP, Finance & Corporate Services
File

bele

playing it right

74 \¥as] Suymaur Stoet
Kamloops 8C Y2C 2

250,828 3800
250838 2500

2940 Virtaal way
vncouyne, BC VEM DAG

i RIR 2150640
0L 22% 0424

Page 20 of 274 FIN-2017-78581
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To:  Bud Smith

From: Jim D. Lightbody

Sent: Tue 2017-06-13 4:07:10 PM

Subject: Fwd: CFSEU-BC Press Conference 10:00am "E" Div HQ

image001.jpg

323333

Bud,
FYIL We just got the heads up this morning. We haven't been briefed, I'll be talking to Cheryl this

afternoon.

Jim

Sent from my iPhone
Begin forwarded message:

From: Rob Kroeker IS

Date: June 13, 2017 at 8:35:19 AM PDT
To: "Jim D. Lightbody"
Subject: Fw: CFSEU-BC Press Conference 10:00am "E" Div HQ

See below. JIGIT PRESS RELEASE
Looks like GPEB is speaking at it as well. We have been given no info at all

we'll see what we can find out

From: Laura Piva-Babcock <} NG

Date: June 13, 2017 at 8:31:26 AM PDT

To: Rob Kroeker | IINNNEEEER. 6r2< Desmarais <G .-
Dolinski < 0. Lichtoocy [N

Cc: Angela Koulyras <|llNGNGNG GGG

Subject: Fw: CFSEU-BC Press Conference 10:00am "E" Div HQ
Importance: High

Sent from my BlackBerry 10 smartphone on the TELUS network.

From: Edwardson, Jamie GCPE:EX <N i
Sent: Tuesday, June 13, 2017 8:28 AM

To: Laura Piva-Babcock

Subject: FW: CFSEU-BC Press Conference 10:00am "E" Div HQ

Headsup

From: "Winpenny, Brenda" i

BCLC0008419
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Date: June 13, 2017 at 7:42:.08 AM PDT
To: "Winpenny, Brenda"
Subject: CFSEU-BC Press Conference 10:00am "E" Div HQ

Good Morning,

This morning at 10 a.m. the CFSEU-BC will be hosting a press conference at its
headquarters located in the RCMP’s E Division HQ building in Surrey to announce details
of a year-long investigation by the CFSEU-BC's Joint lllegal Gaming Investigation Team
(JIGIT) into an alleged organized crime network connected to illegal gaming houses and
money laundering.

Speaking at the press conference will be; A/Comm, Kevin Hackett, Chief Officer, CFSEU-BC
Executive Director, Len Meilleur, Compliance Division, Provincial Gaming Policy and
Enforcement Branch

Visuals at the press conference will include some of the money and drugs seized during
the investigation.

Note: this press conference will not be live streamed.

Sergeant Brenda Winpenny

Media Relations Officer

Community and Public Affairs Section

Combined Forces Special Enforcement Unit - BC

S

I

Follow us on Twitter @CFSEUBC and like us on Facebook
r-h"“'*-x . —

——
et s
= R,
bz =

—— e
= :

CFSEU-BC Mandate - To target, investigate, pros&ute,
disrupt, and dismantle the organized crime groups and
individuals that pose the highest risk to public safety due to gang violence

BCLC0008419.02
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COMBINED FORCES Mailing Address:
SPECIAL Mailstop #408/409
ENFORCEMENT 14200 Green Timbers Way
UNIT Surrey, B.C,, V3T 6P3
BRITISH COLUMBIA {778) 290-2040

For immediate Release: June 13", 2017

Muitiple Arrests Stemming from a Nearly Year Long
CFSEU-BC JIGIT Investigation into Organized Crime

After an extensive year-long investigation into money laundering, with ties to organized crime, nine
people have now been arrested.

A Combined Forces Special Enforcement Unit of BC (CFSEU-BC) investigation has led to the arrest of a
network believed to be connected to illegal gaming houses and money laundering. The investigation
was led by the CFSEU-BC Joint lilegal Gaming Investigation Team (JIGIT), an integrated team that
includes investigators from the Gaming Policy and Enforcement Branch (GPEB).

In May of 2016, the investigation determined that a criminal organization atlegedly operating illegal
gaming houses, was also facilitating money laundering for drug traffickers, loan sharking, kidnappings,
and extortions within the hierarchy of this organized crime group, with links nationally and
internationally, including mainland China.

The investigation also revealed several schemes related ta the collection and transferring of large
amounts of money within and for the criminal organization.

During the investigation, it was apparent that there were multiple roles filled by different people
which enabled or facilitated the organization in laundering large amounts of money through casinos.

A search of six residences resulted in the seizure of large amounts of cash and bank drafts, drug
paraphernalia, suitcases, cell phones, computers and other related material. Also seized were a
number of tuxury vehicles, including one with a sophisticated hidden compartment.

As a result of this complex, multi-faceted investigation, nine people have now been arrested, with
more arrests still pending. JIGIT investigators have been interacting with the Provincial Special
Prosecutions Branch.

“Top tier érganized crime is not easy to tackle and requires a coordinated approach to achieve results.
The individuals associated with this level of criminal activity conducted their operations in a
sophisticated manner,” said Assistant Commissioner Kevin Hackett of the CFSEU-BC. “The CFSEU-BC
JIGIT team led this investigation but was supported by hundreds of resources and thousands of hours of
committed and dedicated service by all the officers and support staff involved.”

If you have been manipulated by these money launderers, or if you have any information on illegal
gaming, money laundering and loan sharking related to the gaming industry, please call the JIGIT
information line at 778-290-2288.

The CFSEU-BC would like to thank the Gaming Policy and Enforcement Branch, various RCMP
detachments and units including the BC RCMP's Federal Sericus and Organized Crime unit, and the
Vancouver Police Department, for their assistance and support throughout this investigation. We also
would like to acknowledge the cooperation of the British Columbia Lottery Corporation.

In Partnership with Abbotsford Police Department, Canadian Border Services Agency, Central Saanich Police Service, Delta Police
Department, New Westrninster Police Department, Organized Crime Agency of British Columbia, Port Maody Police Department,
Royal Canadiun Mounted Police, Saanich Police Department,_ South Coast British Columbio Transportation Authority, Vancouver
Police Department, Victoria Police Department, West Vancouver Police Department
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Mailing Address:
Mailstop #408/409

14200 Green Timbers Way
Surrey, B.C., V3T 6P3
{778) 250-2040

-30 -

Media Spokesperson: Sgt. Brenda Winpenny
Desk: (778} 290- 4677
Cell: (604) 838-6800

CFSEU-BC Communications Strategist: Geeta Reddy
Desk:(778) 290-2873
Cell: (604) 499-4199

In Partnership with Abbotsford Police Department, Canadlan Border Services Agency, Central Saanich Police Service, Delta Police
Department, New Westminster Police Department, Organized Crime Agency of British Columbia, Port Moody. Palice Deportment,
Royal Canadian Mounted Police, Saanich Police Deportment, South Coast British Columbia Transportation Authority, Vancouver

Polfice Department, Victorla Police Department, West Vancouver Police Department
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To:  Laura Piva-Sabooc/ Y | 22 Gor |

From: Jim D. Lightbody
Sent: Mon 2019-04-08 9:13:55 PM
Subject: FW: Jigit release

Laura;

This is probably the email. After this we discussed asking JIGIT/RCMP for the names of the people arrested so we could
proactively bar them from BC Casinos. Bud was frustrated by the lack of enforcement.

Jim

From:
Sent: June 13, 2017 3:22 PM

To: Jim D. Lightbody [ -

Subject: Re: Jigit release

Thanks Jim. Dumb cops. Actually cunning is a better word. They're looking to ingratiate themselves with the incoming
government who they know will be all over this. Why doesn't Rob know who the actual money laundering casinos are that
they're talking about? Calling a press conference without having the answers is wormy behaviour. Using the some casinos
words so you smear all of them. Hopefully someone can brief our Minister so he can correct the record flowing from this
police misinformation. Bud

FYI

From: Ross Alderson

Sent: Tuesday, June 13, 2017 1:52 PM
To: Rob Kroeker [Mel&lolat:IRIgl{olint=\ie il Jim D. Lightbod

; Susan Dolinski [gElfelsteURIgi{e]fggF=Nile]y]

Subject: Fwd: Jigit release

b, Laura Piva-Babcock <N

>; Brad Desmarais <SG RNLIUET N

FYI

The first CBC story is inaccurate and sensationalized and focuses on legit casinos whereas the other two more reflect what
was actually said

Ross Alderson
Director, AML & Investigations
BCLC

Sent from my iPhone

http://www.cbc.ca/news/canada/british-columbia/organized-crime-money-laundering-vancouver-casinos-1.4 158902
http://bc.ctvnews.ca/9-arrests-made-in-illegal-gaming-money-laundering-network-1.3457515

http://globalnews.ca/news/3524413/9-people-arrested-in-network-connected-to-illegal-gaming-houses-and-money-
laundering-in-b-¢/

Cheers,
Kris Gade, CAMS
Manager, Investigations

Corporate Security and Compliance Division, BCLC

2940 Virtual Way, Vancouver BC. V5M 0A6

oo - _

BCLC0010213
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[ $B!I (BYes, andl $B!D!|l (B<http://yak.bclc.com/Page8299.aspx>
kgade@bclc.com<mailto:kgade@bclc.com>
bele.com<http://belc.com>

We instill public trust by ensuring the highest standards of integrity in gaming

BCLC0010213.02
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NEWS

WEEKLY JIM SESSION: DO YOU EMBRACE FAILURE?

By v
Jim Lightbody, President & CEO
June 18, 2017

Good mormning,

Fallure Is Inevitable If we are going to try new things. It may
not feel fun while it's happening, but Iit's important to
understand that with failure comes benefits. Failure is a great
opportunity to grow and become more resilient. We also gain
firsthand experience and deeper knowledge about whatever
we have failed at and we leam how we can do things better
the next time.

Here are a few fun facts about fallure:

+ Entrepreneurs fail 3.8 times before they finally make it

in business
« It took three tries before Henry Ford became a success

with the Ford Motor Company
« James Dyson designed 5,126 bagless vacuums that
didn't work before building one that did

The point Is, it's okay to fail, but it's not okay to give up. You
may be just one failure away from success.

Today, I am pleased to share that, as part of a cultural study, one of the Sauder Business Leadership program teams is
conducting a corporate-wide survey to establish [f BCLC has a culture that fears or embraces failure. Thelr findings will
help us understand how our culture influences BCLC's ability to grow our business and achieve our vision to become
widely embraced as exceptional entertainment for adults. I encourage you all to participate in the survey. The results
are anonymous and it will only take you 10 minutes or less. On behalf of your Executive, we are very interested in
hearing your volice on this topic of failure to inform the business and our culture,

One thing I love-about our Sauder groups is that they always give us such good food for thought. One of the previous
Sauder Business Leadership teams did their project on agility and it was very insightful for the Executive team. Since
their project conduded there has been a lot of discussion on the topic. In fact this came up recently at our senior
leadership team meeting last week. The discussion centered around what agility means and how we can be more agile
at BCLC. ! want you to know that work will be happening soon to answer these questions and provide clarity for all of
us.

Before I sign off, I want to address the announcement from the RCMP’s Combined Forces. Special Enforcement Unit of
BC (CFSEU-BC) that took place last week. [ know this may have caused some of you to take pause. I want to assure
you that we work closely with police and our regulator and we have a robust anti-money laundering program in all
provincial casinos. We are commiitted to fulfilling our role in Canada’s anti-money laundering regime, which is to
manitor, record and repart specific transactions to FINTRAC. You can learn more about the announcement from
CFSEU-BC here.

Thanks and have a fun week!
BCLC0011687
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June 15, 2017

Combined Forces Special Enforcement Unit

Mailstop #408/409
14200 Green Timbers Way @ )

Surrey, BC V3T 6P3
playing it right
Attention: Kevin Hackett
Assistant Commissioner

Dear Assistant Commissioner Hackett:

Re: Press Conference on lllegal Gaming & Casino Money Laundering

. ) , 74 West Saymour Street
I am writing in regard to the press conference held on June 13, 2017, covering the Kamigops, BC V2C 1E2

recent activities of the Joint lllegal Gaming Investigation Team. Congratulations on
the successes achieved to date. BCLC is thankful for the dedicated effort CFSEU
has put into this initiative. We are also pleased with having been able to support the
team operationally where appropriate and where asked to do so.

250.828.5500
250.828.5631

2940 Virtual Way

It was most encouraging to hear of the inroads JIGIT has made in addressing illegal Vancouver, BC V5M 0AG
gaming operations in the province. However, it was disturbing to hear that money 804.215.0845
laundering conducted by sophisticated organized crime groups was occurring at B04.295.6404

casinos. As you may be aware, BCLC has invested extensively in its anti-money
laundering and counter terrorist financing program. Our program has recently gone
through a comprehensive review by FINTRAC with no material compliance issues
being identified. Having said that, we recognize that the program can never be
static, our efforts must continue to evolve and improve, and we must remain ever
vigilant. In that regard | would very much appreciate if you could share with us the
methodology used by these organized crime groups to undermine the anti-money
laundering efforts at our casinos so that we can review our program and, working with
our service providers, make the adjustments necessary to prevent any further
attempts at laundering at our casinos.

Even more important to us is the safety of our customers, the staff of our service
providers, and our own staff working in casinos. It was alarming to hear that criminals
have been frequenting our facilities exposing staff and the public to money laundering
activities and putting them at risk. Under the provincial Gaming Control Act, BCLC
has the authority to ban any person from entering any gaming site in the province. |
ask that CFSEU provide us with the names of the nine individuals arrested, and any
other person CFSEU has determined is involved in criminal acts that are in any way
related to gaming, so that we can ban those individuals from our facilities to protect
the safety of our customers and staff.

Again, congratulations on your success. | look forward to your response.

Y‘ours truly,
ﬁ%zs

/ Jim Lightbc;ty/

President & CEO
cc: Rob Kroeker, VP, Corporate Security & Compliance, BCLC
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Affidavit of Jim Lightbody sworn (or affirmed)
before meat  {/an covi-e” ,B.C.,
this_&2 S~ day of January, 2021.

A Commiss[_cﬁer/No_tﬂary Public for the Province of
British Columbia
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June 16, 2017

Gaming Policy and Enforcement Branch
PO Box 9309 Stn Prov Govt
Victoria BC V8W 9N1

Attention: Mr. Len Meilleur b‘.: I‘a:
Executive Director, Compliance Division

playing it right
Dear Mr. Meilleur,
Re: Press Conference on Illegal Gambling and Casino Money Laundering
| am writing about the press conference GPEB held in conjunction with the CFSEU on
June 13, 2017. | wish to extend my congratulations to you on the successes GPEB has
had in its partnership with the Joint lllegal Gaming Investigation Team and which you 74 West Seymour Street
announced at the press conference. BCLC is thankful for the effort GPEB has put into Kamloops, BG V2C 12
the investigation. 1 250.828.5500

- 250.628.5631

BCLC welcomead the news that a number of illegal gambling operations in the lower
mainland had been shutdown. However, it was very troubling to learn through the press
materials that sophisticated international organized crime groups had laundered funds
through BCLC casinos. As you know, BCLC has committed considerable resources,
staff and effort to developing its anti-money laundering and counter terrorist financing T 604:215.0649
program. | know you are also aware that BCLC's program has been scrutinized by GPEB ol ooy
audit staff and that it has recently undergone a comprehensive review by FINTRAC with biieeem

no deficiencies in its anti-money laundering procedures identified. Nonetheless, BCLC's

program is not static and we are committed to a course of continuous improvement.

Moreover, we recognize that criminal elements will adapt and seek new ways to launder

proceeds of crime in response to countermeasures and for this reason, BCLC's program

must adapt and evolve on an ongoing basis. Given what we learned from the press

conference, BCLC is seeking GPEB's assistance. It would seem a vulnerability in our

program has been exploited by organized crime. In order to address this vulnerability

and prevent further laundering attempts, | ask that you share with us the specific details

of the money laundering methodology you determined was used by these organized

crime groups to launder proceeds of crime through legal casinos. This information will

allow us to make the changes needed to better protect our operations from money

laundering threats and close any gaps.

2940 Virlual Way
Vancouver, BC V5M 0AG

As troubling as it was to learn of a laundering vulnerability at our casino facilities, we
were even more concerned to learn of serious threats to pubtic safety. It was deeply
alarming to hear that top tier organized crime figures participating in or linked to crimes
such as kidnapping and extortion were frequenting our facilities. Clearly, individuals
engaged in these types of criminal activities present the highest order of risk to public
safety. The safety of our customers, the staff of our service providers, and our own staff
who work in casinos must be paramount. | am certain that you agree. BCLC simply
cannot have these individuals exposing our customers and staff to personal safety risks
through their laundering activities or any other criminal activity. The Gaming Control Act
grants BCLC the statutory authority to ban any individual from its casinos. | ask that
GPEB provide BCLC with the names of the 9 individuals arrested so far in the
investigation, as well as the names of any other individual the investigation has revealed
to be involved in or connected in any way to criminal acts related to gaming, so that

BCLC0000316
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BCLC can immediately ban those individuals from our facilities to protect the safety of
our customers and staff.

Given the threats to public safety, | would appreciate a response at your earliest possible
convenience.

Sincerely, clc
l:, @ &

/‘ -
&ML /é,/.Q__, : playing it right

Robert Kroeker
Vice President, Corporate Security and Compliance

cc. Mr. Murray Dugger, Western Regional Manager, Financial Transactions and Reports 74 West Seymour Steeel

Analysis Centre Kamloops, BG ¥2C 1E2
T 250,828.5500
F 250.828.5631

2940 Virtual Way
Vancauver, BC V5M 0AG

T 604,215.0649
F 604.225.6424
bel'c.eom

BCLC0000316.02
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This is Exhibit “ 45 “referred to in the
Affidavit of Jim Lightbody sworn (or affirmed)

before me at_ V4 n codyer ,B.C.,
this 25 day of January, 2021.

A CommissionefyNotary Public for the Province of
British Columbia
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May 30, 2018

Ministry of the Attorney General
PO Box 9044, Stn Prov Govt
Victoria, BC V8W 9E2

Attention; David Eby b‘ & l‘ Gy
Attorney General

Dear Minister Eby: playing it right

Re: Anti-Money Laundering (AML) Quarterly Report for the fourth quarter of
Fiscal Year 2017/2018

| am pleased to provide you with the enclosed update on the activities and actions

BCLC has taken with respect to the direction set out in the Mandate Letter provided to

the BCLC Board of Directors. Included in this update is the Quarterly Anti-money 74 West Seymour Streal

Laundering Report for the fourth quarter of fiscal 2017/2018. KamizopsaBEi2CAE
250.828.5500

As | prepared this, my final AML Quarterly Report and associated narrative, before 250.828.5631

expiration of my term as Chair of BCLC - | have sought and received various

information which it is hoped you will find useful as our organization moves forward. 2040 Virtual Way

Vancouvet, BC V5M BAS
A central learning during my term(s) on the BCLC Board, is that our business is

exceedingly dynamic. This notion applies within BCLC, but as well to external
exigencies such as Responsible Gaming, security, and AML. Failure to recognize that
there is, invariably, a context influencing emerging issues, which may appear solvable
through simple solutions, will often result in a kind of ‘water bed' effect through
implementation.

604.215.0849
604.225.6424

Advancing AML strategy, in my opinion, has required understanding there are three
streams of activity which, at some level, must operate in harmony. Those streams of
activity are information and intelligence gathering; information sharing between
agencies; and enforcement.

| can report to you that information/intelligence gathering is strong. Whilst undertaken
largely by service providers and BCLC, it also involves enforcement agencies and
regulators.

Sharing intelligence and information between agencies | would describe as ‘spotty'.

Enforcement, rooted in the vast amounts of information/intelligence gathered from
within or through or around gaming facilities, | must report, appears to run from weak
to non- existent.

Dr. German's recommendation that a Designated Policing Unit (DPU) replace the
current enforcement regime has great potential to markedly improve enforcement.
Developed carefully, a DPU should be able to better use the great amounts of
information/intelligence that long has been available to enforcement agencies, and
enable the two way sharing of information to be more effective.

You will see in the Quarterly Anti-money Laundering Report that BCLC implemented

Dr. Geman’s intefim recommendation #1 effective January 10, 2018. At the time of
the Report being compiled, BCLC had the benefit of nearly three complete months of
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experience with the recommendation in place at casinos. Staff have observed three changes in transaction
trends that | think important to bring to your attention.

1. The first change in trend is in relation to the identification of possible suspicious transactions by
service providers, categorized as Unusual Financial Transactions (UFTs). For the three months
(October — December 2017) preceding the implementation of Dr. German’s recommendation, service
providers on average reported 117 potential suspicious transactions (UFTs) per month to BCLC.
Since the recommendation was implemented, service providers on average have reported 180
potential suspicious transactions (UFTs) per month to BCLC; a 54% increase in reports.

2. The second change in trend is with respect to the number of potential suspicious transactions (UFTs)
that, after in-depth customer due diligence being completed by BCLC, are substantiated and
ultimately reported as suspicious transactions to FinTRAC and the police. For the three months
preceding the implementation of the German recommendation, on average 70 potential suspicious
transactions (UFTs) reported by service providers were substantiated per month and resulied in a
report to FINTRAC and police. Since the implementation of the recommendation, on average 19
potential suspicious transactions reported by service providers were substantiated per month and
resulted in a report. (Note: service providers report all potential suspicious transactions to both BCLC
and GPEB).

3. The third change observed has been in relation to table game drop dollar values (also referred to as
topline table game revenue). For the first three months of 2018, topline table game revenue has
been trending stable to increasing, but with a shift from games like squeeze baccarat in high limit
rooms to table games on the main floor of the casinos. This is a continuation of the overall table
revenue trend for the past five years.

BCLC staff report that most of the increase in potential suspicious transaction (UFT) reports from service
providers have to do with players making multiple buy-ins just under the $10,000 threshold where proof of
source of funds is required. This is concerning because this behaviour is indicative of structuring — a money
laundering technique used to attempt to avoid suspicion or reporting requirements. BCLC has been
monitoring these circumstances closely and have discussed the same with GPEB and the police. Structuring
behaviour was relatively rarely observed prior to the implementation of the recommendation. VWhen asked,
players are reporting to service providers and BCLC that they are engaging in this behaviour for two primary
reasons: 1) the players do not want to go to the added effort of requesting back up documentation from their
financial institutions needed to support bank draft and cash buy-ins of $10,000 or more; and, 2) players are
concerned about the privacy implications of handing over detailed personal banking information. To date the
information available suggests these are in fact the motivations behind the change in player behaviour,
however caution and further inquiry is needed. BCLC is continuing to work with GPEB and the police on this
recent development. On the positive side, this development demonstrates that service providers are
exercising a good level of due diligence in assessing player transactions and are accurately identifying
potential signs of money laundering behaviour.

On a related note, as you are no doubt aware there oig

aye-been numerous media and other reports on money
laundering that allege an individual by the name of =Vl was central to the money laundering activities
that have_g

Mmd- oceurring. | wanted to bring to your attention that BCLC and its service providers first
identified s a person of concern in Rﬂdactf‘(l el nd reported its concerns to FinTRAC and
the police at that time. Wl was barred by BCLC from all casinos |n From that time

to the present BCLC and its ser\nce prowders have continued to prowde mfmmauon to the police on

Redacted - ROMP BCLC submnted 31 reports to GPEB that included cwcumstances involving or related tojps
st hat it found concerning and that 26 of those occurrences were also reported to the police.

The IEEEM:aga speaks both to the absence of meaningiui ﬁéﬁoicement and an apparent tendency to
deflect scrutiny thereof. In the attached “BCLC Chronology re e ou will note that by
Inspector Bruce Ward was the OIC of lhﬁ file and was briefed fully by BCLC's Alderson about

Page 2
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apparently and/or suspected illegal activity associated with our casinos. You will note that two years later
Insp. Ward presented at an IAFCI conference, attended by media and public members. That presentation left
the distinct impression that others had failed, but that the RCMP investigation he led now was riding to the
rescue, with charges coming, Ne chargg ave been laid as of the date of this letter. In his 2017
presentation, Insp. Ward did not note thailii<willl's activities had been brought to the RCMP’s atlention in
late [EEEEEH Given the confidential and se ature of the information contained within the attachments,
we ask that you maintain the confidentiality of the material.

| wish to bring to your attention one other concerning matter. On June 13, 2017, the RCMP and GPEB held a
joint press conference in Vancouver. At that event it was reported that “top tier” organized crime figures
linked to money laundering, illegal gaming houses, drug trafficking, kidnappings and extortions had
laundered large amounts of money though casinos. It was further reported that nine of the accused had been
arrested and released. BCLC was deeply concerned to learn that potentially violent criminals had been
frequenting its casinos and targeting its facilities for money laundering. Very shortly after the press
conference, BCLC wrote to the RCMP asking, under our information sharing agreement, for the names of
those arrested so that it could use its statutory powers under the Gaming Control Act to bar those nine
individuals from all casinos in the province to protect customers and staff, and to stop any further money
laundering attempts by these individuals. BCLC has not yet been provided the names of the nine individuals
arrested. BCLC remains concerned that potentially violent criminals, whose identities are not known to
BCLC, may be continuing to enter its facilities and BCLC remains committed to barring those who were
arrested as soon as they are identified to BCLC.

This matter speaks to a clear need for better sharing of information between agencies. These 9 “top tier’
crime figures have been arrested and know, therefore, they are targets. Our service providers and BCLC do
not want ‘top tier’ crime figures in our casinos. Nor do we want our patrons being put at any potential risk of
harm, if the reason for not notifying us of their identities, is to enable police to continue observing them, as
they conduct unlawful activities in or around our gaming facilities.

Harvest/Invest. This is a theme I've addressed at various meetings during my term as Chair, including at
Treasury Board (TB). BCLC needs to invest if it is to continue providing the General Revenue Fund (GRF)
with the harvest TB seeks. Lottery equipment. Responsible gaming. Additional compliance requirements. An
orderly redevelopment of our headquarters. BCLC, as you know, has no retained earnings. It must advance
100% of what it earns to the GRF, then seek from TB what it needs for investment on a line item basis. This
has resulted in an uneven business planning and execution model. Dr. German’s report no doubt will cause
further challenges for TB, with the Harvest/Invest