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1. Overview of Mr. Smith’s tenure as BCLC Board Chair
Please identify the dates of Mr. Smith’s term as BCLC Board Chair, the circumstances of his initial
appointment and the conclusion of his term as Board Chair and describe generally his responsibilities
as Board Chair.

2. Mr. Smith’s Interaction with Government as BCLC Board Chair
Please describe generally the nature and extent of Mr. Smith’s interaction with senior government
officials (ADM-level and above) during his tenure as BCLC Board Chair. How frequently was Mr. Smith
in communication with government? With whom did he communicate? What was the nature of
these communications? Did the nature of Mr. Smith’s communication with government change with
any changes in government?

Please describe generally government directions and expectations communicated to BCLC regarding
the generation of revenue and BCLC efforts to prevent money laundering in BC Casinos and other
BCLC business lines.

3. Mr. Smith’s Awareness of Large and Suspicious Cash Transactions in BC Casinos
What was Mr. Smith’s awareness of large and suspicious cash transactions in BC Casinos during his
tenure as Board Chair? Was Mr. Smith aware of increases in the rates at which BCLC was reporting
large and suspicious cash transactions through the first several years of the 2010s? Was he involved
in discussions about BCLC’s response to these increases? What, if any, directions did he give in
response to these issues?

Did Mr. Smith ever form the view that money laundering was occurring in BC Casinos? If so, when
and what, if anything, did Mr. Smith do in response? Did Mr. Smith ever form the view that the
proceeds of crime were being used to buy-in in BC Casinos in significant amounts? If so, when and
what, if anything, did Mr. Smith do in response?

4. 2015-2017 Correspondence Between GPEB/Minister de Jong and BCLC
Between August 2015 and May 2017, then-GPEB General Manager John Mazure and BCLC CEO Jim
Lightbody exchanged a number of letters regarding BCLC’s anti-money laundering efforts.

See GPEB0762; GPEBO774; GPEB0O806; GPEB0885; GPEB0O889; GPEB1028; GPEB1032

To what extent was Mr. Smith aware of this correspondence? Did Mr. Smith provide any direction to
Mr. Lightbody regarding his responses to Mr. Mazure, or actions that should be taken by BCLC with
respect to the issues raised by Mr. Mazure.

On October 1, 2015, Minister de Jong wrote to Mr. Smith referring to some of the correspondence
between Mr. Mazure and Mr. Lightbody. See GPEBO775

What did Mr. Smith do in response to this letter? What directions did Mr. Smith give to implement
the directions given by Minister de Jong, in particular the direction to implement “AML compliance
best practices including processes for evaluating the source of wealth and source of funds prior to
cash acceptance?



Creation of JIGIT and June 2017 Arrests

Please describe Mr. Smith’s recollection, if any, of a September 2015 meeting with Minister de Jong,
Deputy Minister Cheryl Wenzeneki-Yolland and BCLC CEO Jim Lightbody regarding the need for
greater enforcement in BC Casinos. What was Mr. Smith’s perspective on the adequacy of the
existing law enforcement response to large and suspicious cash transactions in BC Casinos?

Please describe Mr. Smith’s response to and actions taken following a June 2017 announcement of
arrests by JIGIT and efforts made to obtain the names of those arrested. See BCLC10213

February 2017 GPEB Allegations re Top BCLC Players Buying-In with Bank Drafts Purchased Using
the Proceeds of Crime

Does Mr. Smith recall an allegation made in February 2017 by GPEB Executive Director of
Compliance Len Meilleur that ten of BCLC’s top players were buying-in with bank drafts purchased
using the proceeds of crime?

If so, please describe Mr. Smith’s recollection of actions he and others took in response to that
allegation, any meetings with GPEB or government that followed, and additional information
obtained related to this allegation.

Mr. Smith and BCLC’s Response to Peter German’s Report
See BCLC5379; BCLC5380; BCLC5221

BCLC5221 includes the following passage written by Mr. Kroeker

“Bud also wants to have a conversation with Min on higher end table games and wants to
have a direct conversation about the government to decide if they want to be in this business
or not and if so they need to appreciate the risk, how it is being properly managed by BCLC
and they need to provide better support to BCLC.”

Did this meeting with the Minister take place, and do Mr. Kroeker’s comments accurately capture the
nature of the meeting Mr. Smith wanted to have with the Minister? If so, please elaborate on the
nature of the risk that government needed to develop an appreciation of, why Mr. Smith believed it
was being properly managed at the time and the better support BCLC required from government,

Please provide Mr. Smith’s account of this meeting.

Generally, what was Mr. Smith’s role in implementation of the German recommendations at BCLC.
EY River Rock Cheque Audit

Please describe Mr. Smith’s recollection of discussions at Board meetings regarding the audit of
cheques issued at the River Rock Casino performed by Ernst & Young, in particular those related to
whether and how the report would be made publicly available and means by which the report could

be protected from FOI requests.

Please describe any meetings with Minister Eby about this audit in which Mr. Smith was involved.



9. Termination of Ross Alderson
Please describe Mr. Smith’s role, if any, in the termination of Ross Alderson, including any interaction
Mr. Smith had with any government officials regarding Mr. Alderson.
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1. Overview of Tenure as BCLC Board Chair

It was suggested by one or both local MLAs in late 2011/early 2012 that Mr. Smith apply to serve as a
BCLC director, noting his broad experience as a Crown corporation/agency director and a longstanding
association with BCLC being headquartered in Kamloops. An application was made to the Board
Resourcing and Development Office. Officials from that office sought and received additional resume-
type information. Subsequently, Mr. Smith’s appointment as a Board member was made effective May
31,2012.

Mr. Smith’s appointment as Chair was made effective August 1, 2013, following the departure of the
prior Chair. In common with most Chair appointments, the appointment followed a brief discussion with,
and invitation to serve from, the Premier.

During May 2016, the Minister Responsible asked Mr. Smith to renew the appointment for a further
three-year term, which was declined, but Mr. Smith agreed to serve for a further two years so as to
provide continuity, crossing the fixed election date in 2017.

Following the provincial election, in July 2017 during a meeting in the new Minister Responsible's
Victoria office, the Chair delivered a letter of resignation, left open to be accepted at any time of the
Minister’s choosing up to May 31, 2018, when the term otherwise would expire. The resignation was not
accepted prior to May 31, 2018.

Between 2012-2018, the general responsibilities of the Chair were founded upon the design/purpose for
the BCLC Board, which was one of governance. It was not an executive or operational Board. Between
2012-2018, the Board met 5-8 times per annum. The Chair served part time.

The Chair's primary role is as the presiding Director at Board meetings and managing the affairs of
Directors as a Board. The Chair also is an ex-officio member of Board committees and works with the
President/CEO respecting stakeholder and government relations.

More specific responsibilities of the Chair include to:
e Act as a sounding board/counselor/confidant for the CEO.
s Assist the CEO in representing BCLC as appropriate.
o Discuss CEO awareness of Board/stakeholder/government concerns.
e Jead the Board regarding CEO succession/development/evaluation/accountability to the Board.
¢ Ensure the CEO provides corporate plans/performance/strategies, as appropriate, to the Board.

Within the Board, the Chair is responsible to:
s Ensure the Board is aware of obligations to BCLC/stakeholders/government.
¢ Focus on addressing appropriate issues at meetings.
¢ Assist developing criteria for potential Board candidates and director education.
¢ Recommend member/Chair appointments for Board committees.
¢ Maintain liaison/communication with members/Chairs of committees.
¢ Co-ordinate agenda/meeting information packages with the Corporate Secretary/CEO.
¢ Develop Board teamwork/consensus building.
¢ Review Director conflict issues as they arise.
s Ensure Director information requests are provided as needed.
e Review/assess Director attendance/performance and report to government as required.
s Enable Board to be appropriately represented at official functions.
s Act as principal interface between Board/Minister as/when/if required.



¢ Ensure timely Board understanding/consideration/approval/oversight of major initiatives and
adequate/regular updates from the CEO about important issues.

2. Interaction with Government as BCLC Board Chair.

The Chair's interaction with senior government officials largely was in writing and in response to their
requests, often made through the Assistant Corporate Secretary. The nature of those communications did
not change with any change in government. In-person meetings with government officials were usually
arranged by the government offices involved, such as Treasury Board (TB) meetings, Minister meetings,
meetings with Assistant Deputy Ministers and Deputy Ministers, Crown review meetings, meetings with
Public Sector Employer’s Council (PSEC) officials, and presentations to Caucus (both government and
Official Opposition).

On two occasions, the Chair initiated direct conversations with elected persons respecting BCLC: once to
the Minister Responsible immediately upon learning of the pending departure of the CEO in late January
2014 and the other to arrange a one-on-one meeting with the Official Opposition critic for BCLC in
October 2015.

The Chair also had contact with an official responsible to the Legislature, namely the Deputy Auditor
General, to ensure their office understood that BCLC welcomed the office’s attendance at, and
appropriate participation in, Audit Committee meetings and/or full Board meetings, at any time of its
choosing, and which attendance was frequent, if not regular.

The Chair responded to communications (typically by phone) from the Chief of Staff to the Minister
Responsible, the nature of which usually involved matters that had arisen in the media or Legislature,
such as: Crown Review questions; casino relocations; Provincial Health Officer report response;
downtown Vancouver casino development; annual New Horizons Conference; facial recognition
initiatives; and voluntary self-exclusion issues. With the CEO's concurrence, in early fall 2013, the Chair
introduced the Chief of Staff to BCLC's VP, Communications and Social Responsibility in order to
enable faster, more detailed, and higher quality responses to questions as they arose. That change greatly
reduced the Chair's communications with the Chief of Staff.

Government directions and expectations communicated to BCLC regarding generation of revenue and
BCLC efforts to prevent money laundering in BC casinos and through other BCLC lines can be found in
Mandate Letters and specific written directives from the Minister(s) Responsible. For example, attached
as Exhibit A is the 2015/16 Mandate Letter dated February 5, 2015 (BCLC0003664).The lone exception
on the "revenue" side relates to officials/analysts within the Treasury Board bureaucracy, through
communication with BCLC's Chief Financial Officer, who on occasion, during their pre-budget review of
submissions, sought revision of revenue "projections” that had been approved by the Board. The Board
declined any requests it did not agree with, on the understanding that the Board Chair was "accountable"
for financial projections.

Communication/requests for information came from various Finance Ministry officials/staff referencing
the implementation of Crown Review and other reports -- particularly in relation to cost control/staffing
numbers/salary level measures, often in relation to the Taxpayer Accountability Principles sent to all
Crown agencies. The Comprehensive Cost Ratio (CCR) measuring tool was a source of discussion as it
applied to BCLC's ongoing financial reporting,



3. Awareness of LCTs and STs.

At Board meetings, the Management Reports section of the agenda provided Directors with information
on tracking/quantifying AML trends. Over time, the data disclosed an increase, followed by a levelling,
followed by a steady decrease in the LCT/ST numbers reported. Attached for illustration, as Exhibits B-
D, are the Management Reports dated May 12, 2016 (BCLC0015267), July 27, 2017 (BCLC0015268),
and May 15, 2018 (BCLC0015276).

Similar reports were made to the Audit Committee and Risk Committee, where discussion in greater
detail often occurred. Directors (in common with every Management Report) asked questions and sought
information about the data, any useful comparators with other organizations reporting LCT/ST data to
FINTRAC, as well as what conclusions the Board could reasonably draw from the data.

In addition, because of the apparent potential for complexity underlying the data, senior management was
asked to provide resources to help Directors more fully understand the data and issues it may be
disclosing, for which BCLC was primarily responsible.

The CEQ, over several Board meetings, arranged for Director education presentations from Rob
Kroeker/Ross Alderson, and a lengthy tour of/presentation from River Rock security and compliance.
Attached as Exhibits E-F are the Board of Directors AML training slides from 2016 and 2017
(BCLC0000192, BCLC0015274).

Each presentation fully engaged Directors. While helping their understanding, the presentations also
highlighted potential complexities inherent in the data.

The education sessions assisted Directors in broadening their knowledge and enabled more fulsome
questioning of reports/responses/initiatives being presented by management. All of which seemed to
invite more frequent and deeper dialogue during subsequent meetings.

Board members also sought greater clarity about BCLC's capacity to address various issues, beyond
reporting to FINTRAC. Management advised Directors of BCLC's defined role especially relating to
matters that could engage enforcement of laws.

Directors sought and received updates about the utilization of data analytics designed to enhance more
rapid and extensive understanding of customer's sources of wealth, including cash, to better fulfill
BCLC's "know your customer" mandate. Data analytics were designed to replace manual record handling,
in a business involving plus billion transactions per annum.

The Board was apprised of and supported exploring utilization of data analytics for that important “know
your customer” purpose. The process pursued was recommended in part because it appeared successful
with the banking industry that also reports to FINTRAC.

Ultimately the data analytics process chosen did not succeed.

Most, if not all, of the Chair's information about money laundering in BC casinos, including the extent to
which significant amounts of crime proceeds may be being used to buy-in to BC casinos, would have
been presented largely in the extensive management reports received by the Chair as a member of the
Board.

Given the cash-only requirement for gaming in BC up to shortly before the Chair joined the Board, as
well as betting limit increases, billions of dollars were cycling through casinos. It was understood
inherently that, in the circumstances of that much cash flow, improprieties, including money laundering
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likely could be present. For that reason the Chair, from the beginning of his tenure on the Board, listened
carefully to BCLC's management, auditors, and experts about the nature/extent and response to all
challenges involving cash inside casinos and community gaming facilities.

For the same reason of cash volume, the Chair, beginning at the time of joining the Board, was keenly
interested in supporting management's efforts to move from a cash buy-in based business to one
incorporating alternatives to cash. This interest clearly also was embraced by all Directors then serving
when the Chair joined the Board. There was no quantification of the use of proceeds of crime for buy-ins.
However, given customers all had been taught over the previous two decades to use only cash, it was
probable some would be using buy-ins inappropriately.

The Board understood that short of stopping all cash usage on a date certain, there would need to be a
deliberate, focused, dynamic, data-based process to change behaviours, and it would involve significant
collaboration across agencies.

The Chair's access to independent expertise or data beyond that provided by BCLC's management/staff
responsible for compliance was limited. Many BCLC personnel resumes disclosed experience in the field
as former senior law enforcement personnel, some of whom who had published or had presented at
specialized conferences addressing the topic(s).

Information/discussions/presentations/considerations/potential action plans the Board discussed, generally
with management, included topics about:

o Understanding casinos in BC had required cash only up to the year 2011, save for a pilot project at
select casino sites for PGF accounts, meant customers all had been trained to associate BC casinos
with cash. Public policy underpinning a cash only regime appeared to be rooted in the concern that
individuals not financially overextend themselves by being able to use credit cards or other non-
cash instruments. This meant moving to cash alternatives as directed by Mandate Letters required
effort to undo what previously all casino customers had been taught was the correct public policy.

e  Any direct connection between LCT/ST reports and criminal behaviour.

» Customer needs/timing for additional cash, especially during evening hours.

» Matters of customer/public safety when customers leave the premises seeking cash at night.

o Use of bank drafts and similar instruments as an alternative to cash.

» Measures to reduce use of chips outside a licenced BC casino.

e Options to supply customers the money they want without having to depart the casino.

e Ways to enhance utilization of the patron gaming fund accounts.

¢ Law enforcement responsibility in and around casinos.

o Relationship of our Responsible Gaming initiatives and moving to cash alternatives.

¢ Measures required to address any Mandate Letter reporting needs.

e Communicating with our regulator to ensure clarity/support for any new initiatives.

4. 2015-2017 GPEB/BCLC/Minister correspondence.

BCLC works closely with three Crown agencies regularly: Gaming Policy and Enforcement Branch
(GPEBY/PSEC/TB. Upon becoming Chair, it appeared the working relationship between BCL.C and those
agencies invited a different approach, founded upon a greater understanding about each other's role and
more proactive deliberate co-operation and communication to ensure few, if any, surprises about what
each was doing, as well as clarity as to each's responsibility. BCLC's VP, Human Resources together with
the Board's HR and Compensation Committee Chair communicated with PSEC, given the Committee
Chair had access to senior PSEC leaders in Victoria; the CFO as well as the CEO and Chair
communicated/presented to TB, given the Chair who previously had served as vice chair of TB
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understood its purpose and procedures; and the CEO/VP Corporate Security and Compliance and VP,
Casinos and Community Gaming, all of whom were experienced with casinos, and two of whom had
police experience, led respecting the relationship with GPEB.

The Minister Responsible's letter of October 1, 2015 notes appreciation for the diligence and detail BCLC
provided GPEB, indicating improved communication between the two agencies. Attached as Exhibit G is
the letter dated October 1, 2015 (BCLC0000308).

Upon Mr., Mazure becoming GPEB's GM, BCLC's CEO initiated direct oral and written communication
with the objective of enhancing the GPEB/BCLC relationship. That direction and purpose was discussed
at the Board table and supported by all Directors.

An ongoing challenge for BCLC is that in order to advance Mandate Letter requests/directives in a timely
manner, structurally, approval from GPEB is required prior to implementing certain programs and
processes BCLC considers/develops/approves. Placed within context of facilitating interagency
communication, the letter exchange from the BCLC perspective appears to track an objective to ensure
more detailed communication about activities BCLC was considering, including their rationale, to
develop more consistent understanding as to roles/regulatory requirements, and reference initiatives that
needed GPEB approval.

The Chair may have been aware of the correspondence in the specific and would have been aware of the
fact BCLC and GPEB were communicating about these matters as part of reports to the Board. Both the
Board and the Chair would have been supportive of the tone and the fact detailed content was being
provided in the letters from the CEO. It is unlikely the Chair would have proffered any specific direction
to the CEO regarding content in the letters.

Respecting actions to be taken by BCLC, those discussions (if any, reference the letters) would have been
part of Management Reports to the Board or its Committees and the ensuing dialogue surrounding such
reports.

The Minister Responsible's October 1, 2015 letter provided direction "focused on regulator guidance and
intervention ..." Inherently, that meant interagency collaboration amongst BCLC, GPEB, RCMP and local
police. The penultimate sentence in the letter reflects appreciation for the communication regime adopted
by BCLC, in relation to the GPEB August 7 letter, referenced in paragraph 1.

Subparagraph 2 ultimately led to JIGIT, but also supported continuing efforts by BCLC and police to
share information about individuals whom it was mutually agreed ought not be in casinos.

Subparagraph 3 in speaking to "AML best practices", the Board: (a) supported Management's initiative to
use data analytics as a way to more rapidly and fulsomely identify and use the considerable information
being gathered in relation to customers source(s) of wealth/funds; (b) sought education about what are the
referenced best practices through Management Reports and specific sessions referenced earlier about
money/AML generally; and (¢) continued to seek information about and support implementation of
measures to move from the decades-long practice of cash only in BC casinos to one of eliminating the use
of cash. The Board's strategic planning meetings included consideration of AML initiatives as an integral
part of that annual planning process.

The Chair approached a former Chief Justice of BC to consider being on retainer to BCLC for the dual
purposes of being available as (1) an independent external advisor to BCLC executives in respect of
potential conflicts and their responsibility to BCLC, especially if they were approached by head hunters
or others respecting alternative employment; and (2) (in reference to potential adverse outcomes from



paragraph 2) as counsel to BCLC for the purpose of providing advice in respect of BCLC’s internal
policies and procedures relating to, among other things, banned patron appeals (for example, where a
person banned from casinos on recommendation of police complained about the absence of due process,
or where an improper or inaccurate police report had been used for a decision to ban). It was understood
this arrangement would preclude the law firm with whom the former CIBC was associated from
undertaking any other BCLC assignment. The Chair asked the CEO to finalize the retainer agreement.

5. JIGIT and June 2017 arrests

The September 2015 meeting - I believe - related to creation of what became known as JIGIT. If so, the
meeting included a wide-ranging discussion surrounding the need for greater interagency collaboration, as
well a requirement for BCLC to fund some or all of the annual cost.

During that discussion, the Chair was asked about, and opined on (also provided to the Minister
Responsible in the final Reporting letter dated May 30, 2018), whether information/intelligence gathering
by and amongst all agencies was strong. The Chair noted that sharing of what was gathered appeared
spotty and law enforcement seemed to range from weak to non-existent. Attached as Exhibit H is the
final reporting letter, with enclosures, dated May 30, 2018 (BCLC0008443, BCLC0008444,
BCLC0008445, BCL.C0008446).

The Chair expressed concerns about BCLC funding RCMP activity absent any input about the use of
those funds or measures to evaluate how funds ultimately were used and sought assurance funds would be
used for AML enforcement only within BC.

In addition, the Chair observed that assisting BCLC with preserving the integrity of gaming in BC
included a need by law enforcement to close unlicensed casinos operating across parts of the Metro
Vancouver.

It is assumed the June 2017 announcement is the one undertaken at RCMP HQ in Surrey, attended by
GPEB and the media, wherein it was asserted nine people had been arrested for a multitude of offences,
and where evidence of public danger involving these alleged criminals included displays of weaponry
ranging from assault type guns to pistols with silencers, as well as various drugs, and piles of cash.

The response by BCLC was relentless in attempting repeatedly to get the names of people who had been
described as dangerous to the public, so they could be banned from all BC casinos. When the Chair
departed BCLC, the names had not been provided by either GPEB or the RCMP/CFSEU-BC (the
Combined Special Forces Enforcement Unit of BC). Attached as Exhibits I-J are letters directed to the
CFSEU-BC and GPEB.

These requests continued to be made in the context 3.5 months later when a horrific mass killing event
took place in Las Vegas at a casino. The decision not to share the names put BCLC in the invidious
position of being told by law enforcement dangerous people possessed of illegal arms were frequenting
casinos, without BCLC and service providers being able to protect the gaming public from their potential
to do harm.

The response by GPEB and RCMP was unhelpful both as to public safety, but as well in the context of
building interagency collaboration, enabling BCLC to assure the public about the integrity of gaming in

BC, and ensuring public safety in and around casinos.

The Chair's comments in BCL.C10213 seem to speak for themselves and require no elaboration.
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6. Feb 2017 GPEB allegations

The allegations attributed to the GPEB Executive Director of Compliance do not resonate and are not
being recalled.

Generally, the Board and its Audit Committee discussed with management and were supportive of greater
use of bank drafts and other financial instruments as one means of reducing cash coming into casinos and
undertaking BCLC's AML process in the context of directives to do so within a risk-based approach,
versus a more prescriptive approach of a fixed monetary limit, as apparently had been recommended by a
MNP audit.

7. Response to Peter German's Report.

Generally both BCLC's Board and Management agreed the optimum response was to track the program
discipline developed when the earlier Crown Review had been implemented. That meant (a) accepting the
recommendations as they applied to BCLC; (b) assigning leadership to a named person, both in
management and with the appropriate Board Committee to ensure oversight; (¢) providing a public facing
quarterly report of the implementation process on the BCLC website; and (d) having a "Closed" category
wherein BCLC Audit Services validates measures identified as "Completed".

The April 18, 2018 letter to the Minister Responsible affirmed the Board's determination to implement
what had been recommended and to accept the report as presented. Attached as Exhibit K is that letter
with enclosure (BCLC0004125, BCLC0004126).

Staff at BCLC throughout this period had been subject to accusations they were "money launderers" or
working for a "money laundering organization" motivated only by revenue. These assertions were made
to employees at family gatherings, shouted at staff wearing BCLC labelled clothing while walking on a
sidewalk, and made the subject of conversation by various of their service providers who knew where
they worked.

In order to reduce that sort of behaviour for staff, it was decided not to engage in any public discourse that
may engender more public dialogue and have buttressed that characterization of the role of BCLC and its
employees, but also to bring to the Minister's attention what employees/management/Board believed to be
an unintended outcome from the language used.

The VP, Corporate Security and Compliance email dated September 30, 2017 reflects comments made by
the Chair on various occasions, which referenced the casino gaming business generally.

The email’s timing may reflect content in an earlier draft report from Dr. German, rather than the final
report dated March 18, 2018.

The Chair's recollection is this topic was raised generally in a meeting with the Minister that included
various government people, but not in a one-on-one meeting.

The essence of the Chair's observation was that BCLC had a limited role in both enforcement and
developing/implementing measures to fulfill Mandate Letter directives; but that because of BCLCs public
profile it was seen to have a much larger responsibility for managing all aspects of gaming in BC; and the
inherent notion of being BCLC's Minister Responsible to the legislature means the entire matter often can
become subject to intense partisan dialogue.

This raised for the Chair the fundamental business risk question government may want to ask itself, which
is, should government exit the day-to-day gaming business, by monetizing what had been built, and

13
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adopting a tax authority role, plus a licence based compliance role as has been successfully done in many
other jurisdictions?

In this model, for example, a customer centric in-house credit facility, properly secured for qualified
players, likely would arise as is the case in casinos competing with BCLC in Vegas/Macau/elsewhere, as
well as in illegal casinos across Metro Vancouver. Such a credit facility would reduce issues that see
players leaving the casino in search of money. Credit facilities inevitably lead to repayment challenges,
creating public explanation risk for a Minister Responsible.

If after considering options, government decided to remain in the day-to-day operating business, would it
provide the required tool kit to fulfill needs/issues inherent in a very complex highly competitive
internationally dynamic industry, particularly as it relates to law enforcement?

These options did not get fully explored with government by the Chair.

Moving from a cash only scenario in place for plus two decades, during a time betting limits were raised
considerably, is a major transformation requiring deliberate well considered planning by all agencies and
service providers. A key choice is whether to follow a risk-based “know your customer regime” as the
best practice, or to move to a prescriptive dollar value regime. All the directives from Ministers
Responsible through Mandate Letters and otherwise adopted the risk-based approach. In that context,
BCLC was moving in the appropriate direction, as for example measured by LCT/ST data, by third party
reviews of its practices, and by the EY review undertaken in response to assertions about systemic
problems in a specific casino.

The phrase “properly managed” likely was not used by the Chair. Management of complex situations
always evolves/invites improvement/collaborative approaches and requires continuous self-examination
or challenging of the status quo in the Chair's governance experience.

Better support from government has been addressed in several parts of this question.
8. EY Cheque Audit.

Discussions during the Chair’s tenure about the audit of cheques issued at the River Rock were largely at
the Audit Committee. Management had advised that what was reported as being a repeating event, would
require more than one person to be involved and likely others in order to circumvent the system. A
decision was made to engage EY or another outside third party to audit the period defined and report the
results to the Audit Chair directly. This unusual process was decided upon to ensure whatever the audit
result, it would be and be seen to be independent of BCLC management responsible for casinos and/or
security.

The Chair does not recall any particular discussion about the release of the audit's result, but it was
understood the result would be made public given the public nature of what precipitated the audit. The
Chair had no knowledge of protecting the report from FOI requests, about the conduct or results of the
EY audit or any other matter involving BCLC and the EY audit.

The Chair had no meetings with the Minister Responsible respecting the EY audit.

The EY audit process extended beyond the Chair's time serving at BCLC.

9. Raoss Alderson.

The Chair's role in the termination was two-fold.



The Chair took a phone message from the Deputy AG, who stated that Mr. Alderson had to be removed
because internal information had been provided to the media.

The Chair discussed with the CEO how to arrange as dignified a process as possible for Mr. Alderson to
leave BCLC. Mr. Alderson was held in very high regard by the Board and its Chair. A mistake had been
made. Based on the Deputy AG's message it was not going to be possible to salvage any form of
relationship between Mr. Alderson and BCLC.

In the circumstances, although understood it likely would be difficult, the Chair asked the CEO to seek a
face-to-face meeting(s) with Mr. Alderson to try and understand why what had happened did happen, and
seek a process for Mr. Alderson's exit which could have the least lasting impact on his ability to provide
service to others in his field of expertise. The CEO undertook that process, and in the circumstances,
concluded the best available result.

10
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BRITISH
COLUMBIA

341046
Bud Smith, Chair
Board of Directors
British Columbia Lottery Corporation
2940 Virtual Way
Vancouver BC V5M 0A6
Dear Mr. Smith

Re:  2015/16 Mandate Letter

British Columbians have come to expect the high quality products and services delivered by their
provincial public sector organizations. The Province is well served by our public sector
organizations. It is the responsibility of the boards and senior management teams of these
organizations to lead and manage in the best interests of the Province and the taxpayer by
strengthening accountability and promoting cost control.

One of government’s core values is respect for the taxpayer’s dollar. It is critical that public
sector organizations operate as efficiently as possible, in order to ensure British Columbians are
provided with services at the lowest cost possible, This requires constant focus on maintaining a
cost-conscious and principled culture through the efficient delivery of services that stand the test
of public scrutiny and help develop a prosperous economy in an environmentally sustainable
manner. The foundation of this work is the government’s commitment to controlling spending
and balancing the budget.

The British Columbia Lottery Corporation (BCLC) is directed to take the following specific
strategic priority actions for 2015/16:

1. BCLC will implement action items that pertain to the Corporation as part of government
initiatives in the areas of health prevention, protection and research to address problem
gambling. These action items and their timelines for implementation are being developed
by government in consultation with BCLC taking into consideration the Provinces’ 2014
Problem Gambling Prevalence Study, the 2013 Public Health Officer’s (PHO) Report,
entitled Lowering the Stakes: A Public Health Approach to Gambling in British
Columbia, as well as other research on problem gambling in youth and problem gambling
treatment programs,

.2

Ministry of Finance Office of the Minister
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2. The Gaming Policy and Enforcement Branch (GPEB) and BCLC will jointly develop key
principles that will inform respective roles and responsibilities. These principles will
outline expectations, obligations, and related business impacts to provide role clarity and
maximize accountability. These principles will be devised by June 30, 2015, and
implemented by December 31, 2015,

3. Optimize the Cotporation’s financial performance, in accordance with government policy
and directives under the Gaming Control Act and Treasury Board direction. BCLC will
sustain the organizations net return to the province, by responding to customer and
marketplace demands for products and services and seeking new revenue opportunities
that are consistent with the approved framework. Consistent with previous direction the
corporation will present Treasury Board with a detailed business case for casino
optimization by November 30, 2014, and a detailed business case and risk assessment for
business optimization by February 28, 2015.

4. Atthe conclusion of the Crown Review BCLC, the Corporation will work to address, as
appropriate, the recommmendations made by Internal Audit & Advisory Services.

5. As part of the Corporation’s continned mandate, BCLC will use information provided by
law enforcement to create actions and solutions to prevent money laundering in BC
gaming facilities. GPEB will develop anti-money laundering standards, to which BCLC
will respond. Additicnally, BCLC will identify and implement strategies to increase the
use of cash alteynatives and measure and demonstrate this progress.

These specific strategic priority actions and the Taxpayer Accountability Principles actions are to
be included and integrated in your 2015/16-17/18 Service Plan,

As part of the commitment to fiscal responsibility and to ensure the best possible use of
government resources, provincial public sector organizations now operate under the Taxpayer
Accountability Principies (attached) announced by Premier Christy Clark in June 2014. Through
the implementation of Taxpayer Accountability Principles, leadership teams in public sector
organizations are leading a change to a cost-conscious public sector that strengthens cost
management capabilities and fosters a principled culture of efficiency and accountability at all
levels. This leadership includes implementing your organization’s Code of Conduct which
contains conflict of interest provisions and post-employment restrictions.

BCLC is expected to fully adopt the Taxpayer Accountability Principles — cost consciousness
(efficiency), accountability, appropriate compensation, service, respect and integrity. The
actions, as detailed in the 2014 Transition Letter, are to be completely implemented in 2015/16.
For further information on the Taxpayer Accountability Principles, please see,
ittp:/feov.be.ca/crownaccountabilities.

A3
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To support the implementation of the Taxpayer Accountability Principles, please ensure ail
board members sign this 2015/16 mandate letter and the signed letter is posted publicly on your
organization’s website.

Govemment is committed to further strengthening accountability, improving the management of
public funds and revitalizing the relationship between government and public sector organizations.
This strong focus on improved two-way communication is to support and ensure a complete
understanding of government directions, expectations, accountabilities and alignment with strategic
priorities. As such, it is important that each of us advise the other in a timely manner of any issues
that may materially affect the business of BCLC and/or the interests of government, including
information on any risks to achieving financial forecasts and performance targets.

[ lock forward to our regular quarterly meetings that focus on strategic priorities, performance
against the Taxpayer Accountability Principles, results and working together to protect the public
interest at all times.

: R
Y /Q o . pate: FEB 05 2015
Honourable Michael
Minister of Finance VHB& @
Signed By:
B s )0 Ssrors
Bud Smith, Chair Date

British Columbia Lottery Corporation

Arthur H, Willms, Vice-Chair Date
Board of Directors
British Columbia Lottery Corporation

Christina Anthony, Director Date
British Columbia Lottery Corporation

/4
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To support the implementation of the Taxpayer Accountability Principles, please ensure all
board members sign this 2015/16 mandate |etter and the signed letter is posted publicly on your
organization’s website,

Government is committed 1o further strengthening accountability, improving the management of
public funds and revitalizing the relationship between government and public seclor organizations.
This strong focus on improved two-way communication is to support and ensure a complete
understanding of government directions, expectations, accountabilities and alignment with sirategic
prionties. As such, it isimportant that each of'us advise the other in a timely manner of any issues
that may materially affect the business of BCLC and/or the interests of government, including
information on any risks to achieving financial forecasts and performance argets.

I ook forward to our regular quarterly meetings that focus on strategic priorities, performance
against the Taxpayer Accountability Principles, results and working rogether to protect the public
interest at all times.

o TR —— = Date:
Honourable Michae) de Jong, Q.C.- | FEB 0 5 2015
Minister of Finance - .

Signed By

Bud Smith, Cliair Daie

British Columbia Ipitery Corporation

ArMﬁﬁfﬁls, Vice-Chair [ate I
Roard of Directors
British Columbia Lottery Corporation

Christina Anthony, Director Date
British Columbia Lottery Corporation
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To support the implementation of the Taxpayer Accountability Principles, please ensure all
board members sign this 2015/16 mandate letter and the signed lettey is posted publicly on your

organization's website.

Govemnment is committed to further strengthening accountability, improving the management of
public funds and revitalizing the relationship between government and public sector organijzations.
This strong focus on improved two-way communication is to support and ensure a complete
understanding of government directions, expectations, accountabilities and alignment with strategic
priorities, As such, itis important that each of us advise the other in a timely manner of any issues
that may materially affeet the business of BCLC and/or the interests of govemment, including
information on any risks to achieving financial forecasts and performance targets.

[ Took forward to our regular quarterly meetings that focus on strategic priorities, performance

against the Taxpayer Accountability Principles, results and working together to protect the public
interest at all times.

- )
e /Q gm_._@. Date: FEB 05 2015
Honourable Mnchael de\lglg, Q“C‘ -~ .
Minister of Finance e
Signed By:
Bud Smith, Chair Date

British Columbia Lottery Cotporation

Atthur H. Willms, Vice-Chair Date
Board of Directors
British Columbia Lottery Corporation

PO\ Cels b A0S

Ch ‘sﬁna’,&thm)ﬁ!, Ditector Date
-British Colt lnlifay ry Corporation

/4
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Trudi Brown, Director
British Columbia Lottery Corporation

David W. Gillespie, Director
British Columbia Lottery Corporation

Robert Holden, Director
British Columbia Lottery Corporation

Moray Keith, Director
British Columbia Lottery Corporation

Wendy Lisogar-Cocchis, Director
British Columbia Lottery Cosporation

Fedo \ERN\N\S
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Date

Date

Date

Date

Date

A5
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Trudi Brown, Director Date
British Columnbia Lottery Corporation

Celo Vb, 2015

David W, Gillespie, Director . Date :
British Cofumbia Lottery Corporation

Robert Holden, Director Date
British Columbia Lottery Corporation

Moray Keith, Dicector Date
British Columbia Lottery Corporation

Wendy Lisogar-Cocchia, Director Date
British Columbia Lottery Corporation

A
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b~
Trudi Brown, Director Date
British Columbia Lottery Corporation
David W, Gillespie, Director Date

British Columbia Lottery Corporation

CQ&»& 'y \';me.-.vy i3 20\

Robert Holden, Dlre\ztor Date
British Columbla Lottery Corporation

Moray Keith, Director Date
British Columbia Lottery Corporation

Wendy Lisogar-Cocchia, Director Date
British Columbia Lottery Corparation

od5
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e
Trudi Brown, Director Date
. British Columbia Lottery Corporation
David W. Gillespie, Director Date
British Columbia Lottery Corporation
‘Robert Holden, Director o Date

British Columbia Lottery Corporation

W febrjony |b /2015

Morayeith, %tor . Date

British Columbia Lottery Corporation

Wendy Lisbgar~Cocchia, Director 1 Date
British Columbia Lottery Corporation

A

BCLC0003664.09



Trudi Brown, Director
British Columbia Lottery Corporation

David W. Gillespie, Director
British Columbia Lottery Corporation

Robert Holden, Director
British Columbia Lottery Corporation

Moray Keith, Director
British Columbia Lottery Corporation

. J ]
w ' \_/).”D 0\ = /‘77:/[/‘(/ e

Wendy Lisogar—éocchia, Director
British Columbia Lottery Corporation
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Date

Date

Date

Date

\?\QL \ 3 };lo <

Date

1
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cec:

Honourable Christy Clark
Premier

John Dyble

Deputy Minister to the Premier and Cabinet Secretary

Peter Milburn

Deputy Minister and Secretary to Treasury Board

Ministry of Finance

Cheryl Wenezenki-Yolland
Associate Deputy Minister
Ministry of Finance

Bud Smith,Chair,

Arthur Wilms, Board Member

Trudi Brown, Board Member

David Gillespie, Board Member

Robert Holden, Board Member

Wendy Lisogar-Cocchia, Board Member
Moray Keith, Board Member

British Columbia Lottery Corporation

Jim Lightbody A/Chief Executive Officer
British Columbia Lottery Corporation

Attachment: Taxpayer Accountability Principles
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Further indormation svailuble ar http://gov.be.ca/crownaccountabilities

Accountability

 Agpiobitats

Compensation

Service

" Rcspect cL

Integrity

28

Transparently manage responsibilities according to a set of common
public sector principles in the best interest of the citizens of the
province. By enhancing organizational efficiency and effectiveness in
the planning, reporting and decision making, public sector organizations
will ensure actions are aligned with government’s strategic mandate.

.Comply w1th a ngorous standardxzed approach to performance

govemment’s taxpayer accounta ] 1ty pnnclples and respcctﬂll of the
taxpayer - h ‘

Maintain a clear focus on positive outcomes for citizens of British
Columbia by delivering cost-efficient, effective, value-for-money public
services and programs.

Make decisions and take actions that are transparent, ethical and free
from conflict of interest. Require the establishment of a strong ethical
code of conduct for all employees and executives. Serve the citizens of
British Columbia by respecting the shared public trust and acting in
accordance with the taxpayer accountability principles.

BCLC0003664.12
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Board Meeting — 12 May 2016

7.5.8. MANAGEMENT REPORT — CORPORATE SECURITY & COMPLIANCE

The Audit Committee has reviewed information for the following areas for the Quarter
ended March 31, 2016:

- Operational Gaming Compliance

- Information Privacy & Security
- Material Litigation

Investigation (CASINO)

+ Total number of Suspicious Financial Transaction Reports; 774*
e Total number of Consumer Complaints investigated: 131

*January 2016 contained 176 historical reports and February 2016 contained 21 historical reports.

Redacted - Relevance

License Plate Recognition (LPR)

LPR Total Captures: 585
« VSE Patrons: 477
s Provincially Barred: 29
e Site Barred: 79

iKiosk (ID Scanner)

237,007 patrons had their ID scanned
PGF Accounts (River Rock, Edgewater, Boulevard, Starlight, Boulevard and Hard Rock)
Total Number of New Accounts Opened: 133

Total Active PGF Account: 643
Total Dollars held on all accounts: $2,422,315

Page 1 of 4
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Reducing Reliance on Cash Figures

Convenience Cheques: 35 cheques for $220,047
Debit at Cash Cage: $18,941,896

Redacted -

Relevance

Page 2 of 4
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Redacted - Relevance

AML & OPERATIONAL ANALYSIS

AML Operations

As of April 21, 2016 there are currently 71 Casino Patrons who are prohibited from buying in
with un-sourced funds.* Most of these players frequent River Rock Casino Resort (RRCR) and
are high limit table players.

In April 2016 BCLC received the 2015 list from Law Enforcement relating to High Risk
individuals. 58 individuals were found to frequent Casinos and/or have PlayNow.com accounts.
These individuals were barred as undesirables, bringing the current number of proactive bans to
163.

*If concerns arise around the origin of funds being used, restrictions may be placed on the methods an individual
customer is permitted to use to buy-in. For example, a customer may be restricted to using bank drafts or certified
cheques.

Audits

GPEB’s AML audit of River Rock Casino Resort (RRCR) is complete and BCLC are waiting on
GPEB to share the results.

BCLC met with FINTRAC on April 7, 2016. FinTRAC indicated they would be conducting an
examination on BCLC’s AML program in the week of June 6-10, 2016. The period for exam
would include a 6 month period from September 2015 onward.

JIGIT

On April 11, 2016 the Province announced the formation of a new Joint Illegal Gaming
Investigation Team (JIGIT). BCLC CS&C has met with the unit management to discuss the
operational relationship and has offered gaming specific training.

Cash Alternatives

On April 20, 2016, after months of consultation with the GPEB Policy Division two detailed Cash
Alternative policy documents were submitted to the General Manager of GPEB for approval.

1. Delimiting the convenience cheque
2. Allowing international Electronic Funds Transfers (EFT)

Page 3 of 4
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The SAS AML software solution is still scheduled to be operational in August 2016.

AML Trend Analysis Graph
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Board Meeting — 27 July 2016

35

8.5.8 MANAGEMENT REPORT - CORPORATE SECURITY & COMPLIANCE

Investigation (CASINO)
Incidents Reported Overall

Chart 8
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There are approximately 17,500 to 19,500 Incident Reports reported via the Casino Reporiing
System each quarter. Incident Reports include:

¢ & & & & 0

Assistance to Police and GPEB
Provincial, Site, and VSE Ban Applications and Violations
Criminal Events

Gaming incidents
Non-Gaming incidents
Consumer Complaints

Page 1af 9
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Higher Priority Incidents

Charl 7
1,200 .

1,000
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u Consumer Inquiries

i w Assist Police

200 » Reportable

200

0 , -“..a' _L
Qz2 15/16 Q3 15/16 Q4 15/16 Q1 16/17

Although approximately 75-80% of all Incident Reports are reviewed, three of the categories are
considered higher priority and take considerably more time and resources to resolve. These
include:

1. Reportable

Cheat at Play
Criminal Activity
Alcohol Related
Disorderly Conduct
Vandalism

2. Consumer Inquiries
s Provincial, Site, and VSE Ban enquiries
s Prizae Disputes
s Complaints

3. Assist Police
s Theft From Auto
* Missing Persons
« Persons of Interest
*+ Alcohol Related

Page 2 of §
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AML & OPERATIONAL ANALYSIS

AML Operations

Through the current RCMP Information sharing agreement, 163 individuals have now been
barred as undesirables.

Audits

FINTRAC conducted a comprehensive examination on BCLC’s AML Program in the week of
June 6-10, 2016. The exit interview was positive and the official letter was received July 14,
2018. A copy is included in the Board materials.

JIGIT

On May 12, 2016, BCLC CS&C provided a full day of training to the complete Joint lllegal
Gaming Investigation Team (JIGIT) at the Vancouver Office and Grand Villa Casino.

Cash Alternatives

On April 20, 2016, after months of consultation with the GPEB Policy Division two detailed Cash
Alternative policy documents were submitted to the General Manager of GPEB for approval.

1. Delimiting the convenience cheque
2. Allowing international Electronic Funds Transfers (EFT)

On May 26, 2016, the General Manager of GPEB informed BCLC CEO that “he has no authority

over wire transfers or convenience cheques, so BCLC should proceed.” Policy and Operational
requirements are being finalized for both alternatives.

AML Enhancement Project

The SAS AML software solution is tentatively scheduled to be operational Fall 2016.

Page 5 of 9
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AML Trend Analysis Graph

Chart 1
Suspicious Transaction Reports Filed vs
High Limit Table Drop Values
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Note:  If concerns arise around the origin of funds being used, restrictions may be placed on the methods an
individual customer is permitted to use to buy-in. For example, a customer may be restricted to using bank
drafts or certified cheques,
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Chant 3 )
Monthly PGF Account Openings
Fiscal Year 2016/17
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Account Openings
Chart 4
Reportable Fintrac Buy-ins Value of $10,000 or more
Cash vs Non-Cash Alernatives
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Note:  The cash alternatives do not include debit at the cash cage amounts. The total for debit at the cash cage for
Q1=$21,009,846; Line indicates Convenience Cheque disbursement only.

Page 7 of 9

BCLC0015268.07



Redacted -

Relevance

BCLC0015268.08



Redacted -

Relevance

OOOOOOOOOOOOOO



Exhibit D

44



45

Board Meeting — 15 May 2018

5.16.8. MANAGEMENT REPORT — LEGAL, COMPLIANCE, SECURITY

I.  INFORMATION MANAGEMENT (FOI)

Redacted -

Relevance

Page 1 of 7
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Il.  INVESTIGATIONS

Investigations Incidents

Total Investigations Incicdent

25000
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15000
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0
F17-18 Ql Fi17-18Q2 F17-1843 F17-18 Q4

Total Investigations Incidents include occurrences from Casino’, eGaming, and Lottery.

In Quarter 4, one Community Gaming case, one Corporate case, two eGaming cases, 39
Lottery cases, 290 Casino cases involved referral to the police.

BCLC Investigations continues to work closely with BCLC Lottery Sales, our Retail
Partners, and various law enforcement agencies to identify and prosecute those
individuals responsible for criminal activity invelving lottery products.

Redacted - Relevance

L AML relnted eases are doctmented separately from Casine Incicdents,

Page 2 of 7
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Redacted -

Relevance

. AML

AML Operations

Currently, there are 299 patrons barred under the extreme risk program.

Substantiated Unusual Financial Transactions reports from service providers have
decreased since January 10, 2018, when source of funds declaration requirements
moved from a risk based approach to a prescriptive approach (German Recornmendation
#1) where source of funds declarations must be completed by every customer for every
transaction involving cash or monetary instruments (i.e. bank drafts) of $10,000 or more.
This decrease was anticipated because it is far less likely to have a transaction that raises
concerns where all transactions come with proof of source.

Unsubstantiated Unusual Financial Transaction reports have increased markedly. Further
analysis is required, but this is believed to be due to customers shifting to transactions
slightly under $10,000 to avoid having to turn over confidential banking and other personal
information for transactions of $10,000 or more. These transactions give the appearance
of “structuring”; a money laundering typology, but this behaviour appears to be driven
largely by privacy and convenience concerns rather than money laundering. BCLC is
monitoring this trend closely and is consulting both the regulator and police.

Page 3of 7
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AML Trend Analysis
As per the table below, bank draft usage remains consistent with a slight upward trend
since January 2018,
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OPERATIONAL GAMING COMPLIANCE

isk Scoring of Sites

Risk Ratings were produced for all sites based on findings from each quarter. Ratings are
determined upon four factors; the Policy Control Level Allocation (PCLA)? of the site, the
number of new issues identified during the quarter, the severity of new and outstanding
issues, and the length of time that open issues have been unresolved. The results of FY
2017/2018 Q4 are as follows:

Compliance Risk Rating Summary for All Sites (excluding Bingo)

Facility PCLA | Risk Score Facility PCLA | Risk Scora| _ Faciliyy PCLA _|REK Scos
Chances = ] | Chances
Abbolslord® -} ‘ Nanaimo Casina 2 . Tomnoe 5 26
Chances 6 [ Chances Prnce 2 [ Chances & 27
RimRock Rupart Mission
Chances o a Slamght
Courtenay 4 Hastings Pauk 5 Casino
Chances Maple 4 Chances Campheli 4 | River Rock
Ridge* River Casino
Chances 5 Chances Dawson P ! Vernon
Squamish” Creek ! Casing |
Chancas Signal Grantl Villa
Point 5 Chances [Kelowna 3 Casino
Hard Rock 3 Langley
Casino® 1 Chances Chiliwack 4 14 Fariin
Chances Ft, ey Treasure Cove Kelowna
gt.Jdonn* | 2 Casing 2 ¥ | cesino
Blity Barker o r P ‘ Casing of
Catino al cnanwi Kamioops q 16 ths Rockies
Elemaiis TR Panticion
Casinc® 1 ci""‘f“ VcEwtchm 7 4 7 18 Cnsing 2
Chances : 1 el - Parg
Sabrion At 5 View Royal Casing 2 20 Casino 1 9
Chances d .
Castiegar Kamloops Casino 2

] 24
Rk Lover [VargEon] Cow NSaR —igh TR

* No comyiiance raviews compleled at these sites for Q4 due ko siafiing shottages.
** Hybrks palfey conliol level sies - these sftes have gamming tables thal are open for limited ties and are lweld lo PCL2 standards ol those
fimes.

TECHNICAL COMPLIANCE

Redacted - Relevance

2 Each gaming fucility is assigned o Policy Control Level (FCLY used to ovaluate risk il e sile. The esiterin inelude fypes, number
and maximum nionetary limits of fable ganos, numbier ol slot machines andor slecironic twhle games, izo of fueility aml
geagraphical location,

Page 6 of 7

BCLC0015276.05



Redacted -
Relevance

Redacted -
Relevance

BCLCO0015276.06



51

Vil.  PRIVACY

Redacted - Relevance
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BCLC Board of
Directors
Anti-Money

Laundering
Training 2016

Ross Alderson o
Director, AML & Investigations
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What is Money Laundering?

« 462.31(1) of the Criminal Code of Canada defines “Iaunderingl
proceeds of crime” as anyone who:

— "uses, transfers the possession of, sends, or delivers to any
person or place, in any manner and by any means, any

property or any proceeds of any property with the intent to
conceal orat property or those proceeds, knowing or
believing thatailor part of that property or of those proceeds

was obtained or derived directly or indirectly as a result of
crime.”
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Money Laundering Stages

A TYPICAL MONEY LAUNDERING SCHEME

Collection of dirty Money
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Money Laundering vs. Terrorist Financing

Home Screen
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Criminal
Organization
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Money Laundering BS
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Canadian Money laundering
Framework

* 1989 - the Criminal Code amended

* 1991 - Canada’s first legislation dealing
specifically with the proceeds of crime was
enacted: Proceeds of Crime (money
laundering) Act

+ 2001- the Act became the “Proceeds of
Crime (Money Laundering) and Terrorist
Financing Act” (PCMLTFA)

* Federal not Provincial

: bele
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Proceeds of Crime, Money Laundering and
Terrorist Financing Act (PCMLTFA)

« Canada's commitment in the fight against international crime,
particularly money laundering and the fight against terrorist
activities.

« Regulates those sectors “more vulnerable” to money
laundering.

« Cornerstones of the Act are record keeping, customer/client
identification requirements and reporting.

: bele
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PCMLTFA requirements

* Reporting entities must implement a compliance program and
include:

1) Appointment of a compliance officer (CAMLO)
2) AML policies and procedures

3) Ongoing AML Compliance training

4) Risk assessment

5) Biennual comprehensive compliance review

; bele
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l * l Financial Transactions and
Reports Analysis Centre
of Canada

(FINTRAC)

+ Canada's financial intelligence unit, was created in 2000.

« An independent agency, reporting to the Minister of Finance, who is
accountable to Parliament for the activities of the Centre.

» Established and operates within the ambit of the Proceeds of Crime
Money Laundering and Terrorist Financing Act (PCMLTFA) and its
Regulations.

« ltis not a policing agency — a regulatory agency that collects, collates,
analyzes and disseminates to Law Enforcement.

. bele
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February 2014-Revised FINTRAC Guidelines

Ongoing monitoring of

il

of Canada

Financial Transaclions and
Reports Analysis Centre

Click 1o
Retui, to

. Home Screen |

Current versions

business relationships bs o emcoinde @ s
*2 Susplcious Transactions 5o QIR
+ 3A Submitting Suspiclovs Transaction Reports to 7 285KD
EINTRAC Electronically
» 38 Submitting Susplclous Transaction Raparts to 2L KB
Know your customer (KYC) EITAL Sy ot
v 4 Implementation of a Compliance Regime ER S22 KD
] Submiltting Terrarist Praperty Reports U 112KD
- sje & Resord Keeping and Client Identification
- s - a . " P & - a 40 K
E n h a n Céd d u e d I l Ig e n Ce 7 ;rﬁw&tzng;m;ﬁ:;? Transaction Reports to KO 140ER
. . » 7B éumngjmuash;tumacmumm 0 JeKs
) 3 y_Paper
fo r h Ig h rl S k patro ns v BA Submtiing Mon-SVWIFT Electronic Funds Transfer z
Reports to FINTRAC Eiectronically KT J0A KD
* BB Submiifing SWIFT Electronic Funds Transfer Reporty ¥ & Kb
* Record keeping and P8¢ Submiiog Non-SWIET BN FuOdi Tansler
- i * g Alternative to Large Cash Transaction Reports to 3 187K
EINTRAC
repo rtl n g + 10A :ﬁwlllggiﬁasfnn,msburumem Reports to FINTRAC vk
+ 108 Submitting Casino Disbursement Reports to FINTRAC _r

www fintrac-canafe.gc.ca
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Casino Reporting Requirements

» Large cash transactions

» Casino disbursements

« Electronic funds transfers
« Terrorist Property Reports

« Suspicious transactions

10
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What are SUSPICIOUS Transactions?

........ reasonable grounds to suspect are related to the commission
of a money laundering offence. This

includes....the attempted commission of a money laundering
offence.

...... reasonable grounds to suspect are related to the commission
of a terrorist activity financing offence. This

includes....the attempted commission of a terrorist activity
financing offence.

bele
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How does BCLC prevent Money
laundering?

Adhere to Regulatory requirements

« Specialized AML unit handling AML related issues

« Strong Policies and procedures |
* Promote Cash alternatives

« Established relationships with Law Enforcement and
an Information Sharing Agreement

> bele
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H::féz;en ‘
Enhanced Due Diligence ! WORLDCHECK
High Risk Patrons ¥~ WORLD-CHECK

RCMP Information Sharing Agreement

— Established February 2014

* BC Online
- BC-CSO, PPSA, Land &Title, BC Assessment, Corporate Registry
» LexisNexis-Quicklaw @' LexisNexis:
-~ International Case Law & Global Company Data
* Increased monitoring and analysis of transactions. o
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l * I Financial Transactions and
Reports Analysis Centre
of Canada

Offences for Non-Compliance

The PCMLTFA provides for both administrative
and criminal sanctions

Admin — Minor, Serious, Very Serious Violation

Criminal — Summary, Indictable offences
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Having a Corporate Culture of Compliance

« Starts at the top
+ Mitigate legal, operational and reputational risk.

« Collaboration between internal and external
stakeholders.

« Supporting BCLC’s AML efforts to be best-in-class.
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I * . Financial Transactions and
Reports Analysis Centre
of Canada
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Questions?
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ANTI-MONEY LAUNDERING PROGRAM

BOARD OF DIRECTORS TRAINING
December 2017 - Vancouver

Rob Kroeker
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Training Objectives

©® Board Knowledge of AML Requirements

@ Board Knowledge of how Requirements are met
® Fulfill Board Due Diligence

® Meet AML Compliance Obligations

. bele
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tokiorie

Money Laundering
Laundering proceeds of crime:

Every one commits an offence who uses, transfers the
possession of, sends, or delivers to any person or place, in any
manner and by any means, any property or any proceeds of any
property with the intent to conceal or convert that property or
those proceeds, knowing or believing that all or part of that
property or of those proceeds was obtained or derived directly or
indirectly as a result of crime. (CC section 462.31)
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Money Laundering Stages

ATYPICAL MONEY LAUNDERING SCHEME

Calleclicn of dirty Money
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Money Laundering vs. Terrorist Financing
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Proceeds of Crime (Money Laundering) and
Terrorist Financing Act (PCMLTFA)

© Federal Legislation.

© Response to Financial Action Task Force (FATF)
Recommendations and international AML commitments.

® Applies to sectors seen as most vulnerable to money laundering
threats (reporting entities).
©® Key obligations:
- record keeping
- customer due diligence

- transaction reporting
- on-going monitoring (of clients & transactions).

bele
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Financial Transactions and
Reports Analysis Centre
of Canada

i+

FINTRAC

® Canada's financial intelligence unit - created in 2000.
® An independent agency reporting to the Minister of Finance.

® ltis not a police agency — a regulatory body that collects, collates,
analyzes and disseminates information to police.

® Responsible for administration of the PCMLTFA.

©® Charged with ensuring reporting entity compliance with the Act.

. bele
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PCMLTFA — Compliance Plan

© Reporting entities must implement a compliance program
including:

1) Appointment of a compliance officer
2) Risk assessment

3) Written AML policies and procedures
4) Ongoing AML Compliance training

5) Biennial comprehensive compliance review

8 bele
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Customer Due Diligence

© Ascertaining customer identity.
© Confirming customer information related to a transaction(s).

® Applies to account holders, reportable transactions and some
record keeping requirements.

©® Extent of inquiries and level of due diligence depends on individual
circumstances and risk presented.

; bele
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Customer Due Diligence

IDENTIFICATION MEETHODS

©® Single Method:
— Gov't ID, Gov't File, Credit File (> 3 years)

® Dual Method: two separate and reliable sources showing:
— customer name and address
— customer name and DOB

— name and account or credit card or loan with an FI.

" bele
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THOMSON REUTTRS ACCELUS ™

3 ,
Enhanced Due Diligence . WORLD-CHECK"

High Risk Customers 0 it ens it

® RCMP Information Sharing Agreement
— Established February 2014
® BC Online

— BC-CSO, PPSA, Land &Title, BC Assessment, Corporate Registry

BC OnLine

© LexisNexis-Quicklaw iy 0
@ LexisNexis®
—~ International Case Law & Global Company Data

© Increased monitoring and analysis of transactions.
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Transaction Reporting Reqguirements

© Large cash transactions (> $10,000)
® Casino disbursements ( > $10,000)
® Electronic funds transfers (> $10,000)
® Terrorist Property Reports  (any amount)
® Suspicious transactions (any amount)

5 bele
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What constitutes SUSPICION?

B oo reasonable grounds to suspect the transaction is related
to the commission of a money laundering offence. This
includes....the attempted commission of a money laundering
offence.

....... reasonable grounds to suspect the transaction is related to
the commission of a terrorist activity financing offence. This
includes....the attempted commission of a terrorist activity
financing offence.

- bele
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On-going Monitoring

©® Applies to account holders and individuals who conduct a
transaction for which BCLC must ascertain their identity.

® On-going monitoring includes:

— assessing the money laundering or terrorist financing risk
posed by the customer,

— detecting all suspicious transactions;

— keeping client identification, and information on beneficial
ownership and the purpose and nature of the relationship up to
date; and,

— determining if the transactions and activities of the customer
are consistent with the information known about the customer
and the assessment of the risk they pose.

" bele
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Recording Keeping Obligations

BCLC has an obligation to keep records related to:

® reportable transactions (LCT, CDR, STR)

® customer accounts

© the ascertaining of customer identity

© foreign exchange transactions (any amount)

® funds remitted or transmitted (> $1000)

@ third party transactions

® reasonable measures

©® extension of credit (> $3000)

bele
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Non-Compliance: Offences & Violations

® The PCMLTFA provides for both administrative and criminal
sanctions.

® Administrative — minor, serious, very serious violations.

® Criminal — summary and indictable offences.

bele
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Safe Harbour & Board Liability

©® Safe harbour for employees

— Employees protected from prosecution where they have
reported non-compliance and the reporting entity does not
take corrective action.

© Board liability

— D&O may be held liable where they directed, authorized,
assented to, acquiesced or participated in an offence
under the Act.

- bele
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How does BCLC protect against money
laundering?

® Comprehensive, frequently updated Compliance Plan.
® Dedicated AML unit with credentialed members.

® Proactive compliance reviews.

® Stay current on developments in AML field.

@ Information sharing agreements with police and other relevant
agencies.

® Dedication to collaborative positive relationships with Service
Providers, FINTRAC, police and GPEB.

” bele
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Bud Stith, Chaiy

Board of Directots

British Colwmbia Lottery Corporation
74 West Seymour Street

Kamloops BC V2C 1E2

Dear Mr, Smith:
Re:  Anti-Money Laundering Strategy

I want to acknowledge the British Columbia Lottery Corporation’s (BCLC) active involvement in
delivering on the Province’s anti-money laundering (AML) strategy, and the work that has been done
on the first two phases of that strategy including leading the development, implementation and
promotion of cash alternatives in gaming facilities, and participating in recent discusslons about
exploring opportunities to enliance compliance in the avea of caslt entering gaming facilities. The
purpose of this [etter is fo provide you with direction on phase three of the AML strategy which
focuses on regulator guidance and intervention,

Despite the introduction and promotlon of non-cash alternatives in gaming facilities through
carller phases of the AML strategy; I am advised that large and suspicious cash transactions
remain prevalent. This situation must be addressed. As such, BCLC is directed to take the
following actions with respect to AML;

1. Enstre that BCLC’s AML compliance regime is focused on preserving the integrity and
reputation of British Columbia’s gaming indusiry in the public interest, including those
actions set out in the Qeneral Manager’s [etter of August 7 (enclosed) and any subsequent
actions or standards that may follow;

2. Participate in the development of a coordinated enforcement approach with the Gaming
Policy and Enforcement Branch (GPEB), the RCMP and local police to mitigate the risks of
criminal activities In the gaming Industey; and

3. Enhance oustomer due diligence to mitigate the risk of tmoney laundeting in British Columbia
gaming facilities througl the implementation of AML compliance besi practices inoluding
processes for evaluating the source of wealth and source of funds prior to cash accepiance,

s ’/2
Ministry of Plagnce Ofilice of the Minister Mailing Addecss: Location:
1’0 Box 9048 8tn Prov Govt 501 Belleville Steeet
Victoria BC VaW 9i{2 Parlizment Buildings, Victoria
"Lelephone; 250 387-3751 website:
Pacsimifer 250 397-5594 , www.gov.baer/fin
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“ .

These actions are in addition to, and in support of those activities identified in the August 7, 2015,
letter from the General Manager of GPEB to BCLC. 1would like to take this opportunity to
acknowledge the response received fram CEO and President Jim Lightbody, to the initiatives put
forwvard in that letter. The diligence and detail provided on how BCLC will implement each activity
is appreciated,

Thank you for your continued effort and commitment to protecting the integrity of gaming on behalf
of the people of British Columbia,

Sincerely,

N E2

Michael de Jong, Q.C, =
Minister

Enclosure:  Letter dated August 7, 2015, to BCLC from GPEB, Enhancements fo Anti-Money
Leumndering Regime in BC Gaming Facilities

co:  Jim Lightbody, CEO and President, BCLC
John Mazure, ADM and General Manager, GPEB
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May 30, 2018

Ministry of the Atlorney General
PO Box 9044, Stn Prov Gov
Victoria, BC VBW gE2

Aftention: David Eby
Attorney General

Dear Minister Eby:

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 1aken with respect lo the direction set out in the Mandate Letter provided (o
the BCLC Board of Direclors. Included in this update is the Quarerly Anti-money
Laundering Report for the fourth quarter of fiscal 2017/2018.

As | prepared this, my final AML Quarlerly Reporl and associated narrative, before
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,

A cenltral 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 'waler bed' effect through
implementation.

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 1o you that informationfintelligence gathering is strong. Whilst undertaken
largely by service providers and BCLC, | also involves enforcement agencies and
regulators.

Sharing intelligence and information between agencies | would describe as 'spotty'.

Enforcement, rooted in the vast amounts of informationfintelligence 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 carefuily, a DPU should pe able to betler 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 implemenled
Dr. German's interim recommendation #1 effective January 10, 2018. Al 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 1 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 resulted in a
report to FiINTRAC 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 muiltiple 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. When asked,
players are reporting to service providers and BCLC that they are engaging in this behaviour for two primary
reasons: 1) the players da 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 availabie 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 RavE-BREN numerous media and other reports on money
edacted -

laundering that allege an individual by the name of i ¥swallwas central to the money laundering activities
e _occurring. | wanted to bring to your attention that BCLC and its service providers first
‘il s a person of concern in thend reported its concerns to FinTRAC and
the police at that time. [EFS%l was barred by BCLC from all casinos in From that time
to the present, BCLC and its service providers have continued to provide information to the police on
sl have enclosed with this letter a timeline setting out some of the more important interactions BCLC has
had with the police in regards toactivities and associates. In addition, | can advise that between

ALl BCLC submitted 31 reports to GPEB that included circumstances involving or related to
iesagi1at it found concerning and that 26 of those occurrences were also reported to the police.

The aga speaks both to the absence of meaningful enforcement and an apparent tendency to
deflect scrutiny thereof. In the attached “BCLC Chronology "°§?-C #5lllyou will note that by
Inspector Bruce Ward was the OIC of the@ 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 JAFCI 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. No charggs have been laid as of the date of this letter. In his 2017
presentation, Insp. Ward did not note tha's activities had been brought to the RCMP’s attention in
late IEZEEEM Given the confidential and se ve nature 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 individuais. 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.

HarvesVinvest. 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 balance that needs to be achieved. Our ability to address
AML, Responsible Gaming initiatives, and added compliance expectations all speak to getting that
HarvesVInvest balance better understood at TB.

BCLC's results for this past fiscal year, and our projections for the next period, provide well more than
enough new revenue for TB to be able to accommodate all the investments required by BCLC during the
next defined period of our fiscal projections.

Finally, let me say it has been my privilege to serve my Province through the Board of BCLC, and if asked |
will happily support my successor as Chair, in whatever modest way | can, that would be appropriate.

Yours truly,

A —

Bud Smith, Q.C.
Chair, BCLC Board of Directors

cc. Mr. Richard Fyfe, Q.C., Deputy Attorney General
Jim Lightbody, President & CEO, BCLC

Enclosure(s) x3
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QUARTERLY REPORT TO THE ATTORNEY GENERAL OF BRITISH COLUMBIA
Pursuant to the Amended Supplemental Mandate Letter dated November 28, 2017

REPORT FOR THE FOURTH QUARTER FISCAL YEAR 2017/2018

BCLC PROVIDES THIS REPORT in accordance with Direction #3 set out in the Supplemental Mandate Letter:

German Recommendations

1.  OnDeccember 18, 2017. BCLC completed the work necessary, save and excepl completion of consuliations
with GPEB. to implement German reconunendation #1 expanding player source of funds declarations 1o all
casino transactions of $10,000 or more, Feedback from GPEB continued through to the end of the third
quarter 2017/18. BCLC implemented Recommendation #1 on January 10, 2018.

2. Posl implementation, as gaming service providers worked with the new requirements under German

Recommendation #1 they provided additional operational feedback to BCLC. Bascd on that feedback and
to smooth operational issues that had arisen, BCLC completed the work necessary to implement 3
procedural changes in responsc:

a. Reduce the minimum deposil required to open a player account [rom $10,000 to $0.00.

b.  Limit the payment out to a player in cash for cither winnings or return ol funds to $25.000.

¢.  Remove the limit on return of funds cheques (as every buy-in of $10,000 or more is now subject lo

proof of source of funds there is no longer a need for this control on return of funds chequecs).

BCLC was prepared to implement these changes January 31, 2018, however has held off at the request of
the ministry until a fiture date that is yet to be determined.

Anti-Moneyv Laundering/Anti-Terrorist Financing Program Normal Course Processes and Controls Changes

3. Based on police action and police information related to a money services business in Riclunond, which
had not been previously available. in August 2017 BCLC commenced a reassessment of the money
laundering and terrorist financing risks posed to it by money services businesses. This analysis was also
informed by guidance received from FINTRAC. The analysis was completed in February 2018 and resulted
in the conclusion that the tireat of money laundering risks posed by maney services businesses could no
longer be adequately and effectively mitigated by BCLC. As a resull, BCLC de-risked this business sector.
Gaming Service Providers and GPEB were advised of this change in anti-money laundering procedures
which took elfect March 15, 2018.

4. BCLC has increased its anti-money laundering capabilities. One additional AML investigator was hired
effective February 19, 2018, and one additional crime analyst was hired as of March 5, 2018,

5. OnJanuary 16, 2018, BCLC’s Board of Directors approved new rules regarding the issuance and
redemption of chips. The new rules provide betler control by making it clear (hat chips, at all times. remain
the properiy of BCLC and may only be redeemed by he individual who originally acquired the chips
trough a hona fide trangaction wilh a BCLC casino scrvice provider. Chips remain redeemable only at the
casino from which the chips were acquired.

6. 1nMarch 2018, BCLC received verbal notice from FInNTRAC that it will be conducting a compliance
examination of BCLC's anti-money laundering program sometinie in the summer of 2018, FinTRAC has
established a patiern of conducling periodic casino reviews on a biannual basis; the lasl FinTRAC
examination of BCLC occurred in the summer of 2016.

BCLC0008444



Redacted -
BCLC Chronology re

» 2009 (exact manth not known) - Process for BCLC copying all Suspicious
Transaction reports to police established. Initially all sent to IPOC and Criminal
Intelligence. GPEB also received copies of all STR reports.

Redacted - FINTRAC

JIN Barred for 14 days pending investigation.

o BRELECEIM. JIN Barred 1 year for inappropriate behaviour.
- RCMP

- IPOC requested info on ¥sllreceived for a ‘money-laundering’

o LGRECCEERNO M barred 5 yrs for suspected ML activities.

Through late while not allowed on premises, was suspected as being
involved in multiple drop offs within proximity of casinos and subsequent surveillance
reviews of buys ins showed this. This information was provided to RCMP, GPEB
Redacted - FINTRAC It was believed IPOC were looking at iatwall but at that time
IPOC was downsizing and it was known RCMP were being asked to focus more on
Terrorist Activity. Locally there was also significant gang activity in Lower Mainland.

s« Apr 16, 2014 - BCLC conducted meeting CFSEU at Green Timbers Surrey to
discuss establishment of a working relationship and working on issues of inlerest.
Present were Insp Marc Landry, Supt. John Grywinski , Cpl Robert Grace, Brad
D. John K, Daryl T.

» May 86, 2014 - PTEP list process from CFSEU to BCLC established.

. CFSEU contacted BCLC to arrange package on

e June 19, 2014 - 1* CFSEU tour and orientation of River Rock with BCLC CSC
and GCGC Compliance,

. List of 10 suspected cash facilitators completed and delivered to
CFSEU. JIN included on list. AML Intelligence analysis including all STR and
iTRAK files for JIN to date were provided.

o ESEEEEREEUEN Notice of Claim (Richmond, BC) Redacted - RCMP

Redacted - RCMP
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» Oct S, 2014 -~ BCLC reach out to CFSEU for an update.

a Meeting at River Rock with yle, Walter Soo, Brad D.,
Kevin, Rob Kraeker, Lengthy discussicns on problems, cash deliveries.
Concerns over lack of police activity.

¢ March 10, 2015 - Meeting with RCMP at Green Timbers to try and establish

working group and get more assistance with suspected criminal organizations
targeting BCLC site.

« IEEEEEGCEEE:C L C et with RCMP (FSOC) to lodge a formal

complaint re [l Held at BCLC Vancouver Office. RCMP lead was Steve
WETTER. BCLC staff present were John KARLOVCEC, Daryl TOTTENHAM Kris
GADE and Bruno GATTO.

. FSOC advised would start project re

o CECEERRINSILEE SOC meeting with Richmond RCMP over Project conflicts with

Redacted - RCMP

Redacted - RCMP

. - FSOC requested BCLC assist with pulting a Power Point
together on the social impacts of ML as per conversation between Daryl
TOTTENHAM and FSOC Sergeant noted below:

Redacted - RCMP

et / e squad really wants to go further with this but the problem is the big bosses
don't see the overall downside of having dirty money running through the casinos. |
believe the quote was "so there's dirly money running through the casinos, whal’s the
big deal with that"...

e June 4, 2015- AML summit hosted at BCLC Vancouver office involving

participants from GPEB, BCLC, FINTRAC, CFSEU, FSOC, Financial Sector,
Service Providers, CRA, CFQ, Police Services, CBSA.

+ WGl Tl BCLC Director ALDERSON meeting with FSOC.
« AUl C Director meeting with FSOC.

2 Phayng ¥ gy
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. BCLC Director met with FSOC Inspector Calvin CHRUSTIE to
discuss new information regarding Redacted - RCMP

Redacted - RCMP

Redacted - RCMP GPEB Exe Director Compliance and BCLC
Executive advised.

s July 27, 2015 - Conference call conducted between BCLC, RCMP and GPEB to
further discuss July 22 information.

(g Redacted - RCMP (RS ofmlayers believed to have recently received cash from
gell placed on conditions. Copies of intelligence interviews detailing transactions

here and abroad were provided to police.

Redacted - RCMP

ALDERSON was shown preliminary analysis conducted by FSOC analysts
Redacted - RCMP
Redacted - RCMP

¢ Aug 28, 2015 - BCLC were advised by GPEB that they would be conducting an
audit into BCLC's STR and UFT reporting practices.

l Redacted - RCMP

o BEECEECHRNCNEN Afler more detailed analysis and more information from Law
Enforcement condition list increased to 36.

il AL DERSON met with Insp Bruce WARD (FSOC) who now was

OIC for g file.
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Redacted « FINTRAG

Notice of Civil Claim names Redacted - RCMP

Redacted - RCMP Approx: $1 million seizure.

B ALDERSON provided details of illegal gaming location to FSOC.,

| Redacted - RCMP

. FSOC confirmed they had passed information from
onto Richmond RCMP.,

ACREEE RGN BCLC conducted full day training with JIGIT at BCLC Vancouver,
Redact info passed on to OIC.

o [EEEEEETE A L DERSON contacted FSOC who confirmediEilfile with Crown
for charge approval re illegal gaming and money laundering.

¢« Aug 31, 2017 - Isp. Bruce WARD does hour long presentation on ePirate at
IAFCI Conference in Vancouver detailing investigation and noting charges
coming.

Redacted

- RCMP

bele
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Date

Incident File # Synopsis

Redacted
- RCMP
redaction
requested
(V3)

IN20120022175
|N20120030263
| IN20120030747
IN20120031208
| _IN20120038179 |
| IN20120035228 |
| IN20120038903 |
I

IN20120043822

_IN2012004384¢
INZ0120044840
INZ0120045788

| INZ0120046146 |
IN20120047134

IN201200487 10

Redacted
- RCMP
redaction

hotification
GPEB Law Enfercemen

Seclion 86 RCMP
Seclion 86 RCMP
Section 86 RCMP
Section 86 RCMP
Seclion 86 RCMP
Seclion 86 RCMP

RCMP
Seclion 86 RCMP
Seclion 86 REMP
Saclion 86
Seclion 86
Section 86

RCNP
Sectian 86
Seclion 86
Seclion 86
Section 86
Saction 86
Seclion 86
Seclion 86
Sacliain 86 RCNP
Seotion 86
Section 86
Saction 86
Seclion 88

ST

Indirect
Indirect

Indirect

irect

Indireot
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Date

BCLCO008446.02

Indirect

Indirect
Inclirect

Inclirect
Indirec!
Inclirect

Inoicdent File # | _ Synopsis - totification
GPEB Law Enforcement
IN20130005631 Seclion 86
IN20130015811 Saclion 86
IN20130015973 Seclion 88
IN20130018217 RCMP
IN20130028138 Section 86 RCMP
IN20130037584 Seclion 86 RCMP
IN20130039105 Seclion 86 RCMP
IN20130040707 Saclion 86 RCMP
IN20130044154 Seclion 86 RCMP
IN20130046182 1~ . ~ N Sec l{on 86 RCMP
IN20130046437 o Seclion B6 RCMP
__IN20130046573 Seclion 86
iN20130046578 » =] Saclion 66
iN20130053074 Seclion 86 REMP
__IN20130053104 _| Saclion 86 REMP_____
IN20130053053 [T Saction 66 RCMP Redacted -
IN20130057372 U & Saclinn 86 RCMP FINTRAC
IN20130057447 Saclion 66 RCMP
IN20130057744 0 ) - aYe Seclion 86 RCMP
IN20130058186 Seclion 86 REMP
IN20130058197 Saclion 86 RCMP
IN20130058280 Seclion 86
IN20130058285 Seaclion 86 RCMP
IN20130058432 Seclion 86 RCMP
IN20130058542 Seclion 86 RCMP
1N20130056217 Section 86 RCMP
1420130059359 Section 86 RCMP
IN20130058623 Seclion 86 RCMP
INZ20130050628 | Seclion 86 RCMP
IN20130058894 Seclion 86 RCMP
IN20130059885 Saclion 86 RCMP
20130060921 Seclion 86 RCMP

Incliract

Incliraat

heliract
Incliract
Indirect
Inclirect
Indirect

indirect

Indirect
Indirect
Indrect
Indirect
Indirect

indirect

Indirect
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Date Incident Fila 1 Synopsis Nolifieation
for TR
IN201 50002509 Seclion 86 RCMP
IN201 50004645 Section 86 RCAVP
INZ01 50004829 Setlion 86 RCNS
IN20 1 50005342 Seel RCVP
18201 50005568 Saclion 86 RCNF
IN20 § S0006061 Seslisn 86 RCMP
INZD § 50007 166 Section 88 RCAMP
1N201 50007448 Seclion 86 RCMP
1N201 50007684 Saction 88 RCMP
1IN20 1 560008232 Seclion BE RCAMP
IN2DY 50010775 Section86 | RCKP
N0 150013008 . Saclion 86 RCMP
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. ) - -
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Dale

IncldentFilo# |

__Synopsis

Redacted
- RCMP

redaction
requested
(V3)

IN20180002976
IN20160007097

IN20160027766

IN20160034418

iN20160034569
IN20160034820
IN20170009326

IN20170031408

requested (V3)

| —Law Enforcemant

— | =

Redacted -

RCMP redaction
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June 15, 2017

Combined Forces Special Enforcement Unit
Mailstop #408/409

14200 Green Timbers Way

Surrey, BC VaT 6P3

Attention: Kevin Hackett
Assistant Commissioner

Dear Assistant Commissioner Hackett:

Re: Press Conference on lllegal Gaming & Casino Money Laundering

| am writing In regard 1o the press conference held on June 13, 2017, covering the
recent aclivities of the Joint lllegal Gaming Investigation Team. Congcalulations on
the successes achieved to date. BCLC is thankful for the dedicated effort CFSEU
has put inlo this initiative. We are also pleased with having been able to support the
team operationally where appropriate and where asked lo do so.

It was most encouraging to hear of the inroads JIGIT has made In addressing illegal
gaming operations in the province. However, it was disturhing to hear that money
laundering conducted by sophisticated organized crime groups was ogcurring at
casinos, As you may be aware, BCLC has invested exiensively 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 thal, 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
methodolegy used hy 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 lhe adjustments necessary to prevent any further
altempts at laundering at our casinos.

Even more Imporant 10 ug is the safely of our customers, the staff of our service
providers, and our own slaff working in casinos, it was atarming (o hear that criminals
have been frequenting our facilities exposing staff and the public to money laundering
gotivities and pulting them at risk. Under the provincial Gaming Control Act, BCLC
has the authorily to ban any person from entering any gaming site in the province. |
ask that CFSEU provide us with the names of the nine individuals arcested, and any
otfier person CFSEU has delermined is involved in criminal acts that are in any way
related to gaming, so that we ¢an ban those individuals from our facilities to proteci
the safety of our customers and staff.

Again, congralulations on your success. | look forward Lo your response.

Ytlz‘urs /t‘r/u/ly,
/ Jim Light J

[/ President & CEO

ce: Rob Kroeker, VP, Corporate Security & Compliance, BCLC
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June 16, 2017

Gaming Policy and Enforcement Branch
PO Box 9308 Stn Prov Govt
Victoria BC VBW 9N1

Altention: Mr. Len Mellleur
Executive Director, Compliance Division

Dear Mr. Meilleur,
Re:  Press Conference on llegal Gambling and Casino Monay 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
announced al the press conference. BCLC is thankful for the effort GPEB has pul Into
the investigation.

BCLC welcomed the news that a number of lilegal 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
program. | know you are also aware that BCLC's program has been scrutinized by GPEB
audit staff and that il has recently undergone a comprehensive review by FINTRAC with
no deliciencies in its anti-meney laundering procedures identified. Nonetheless, BCLC's
program is not static and we are committed lo a course of continuous improvement.
Moreover, we recognize that criminal elements will adapl and seek new ways to launder
proceeds of crime in response to counlermeasures and for this reason, BCLC's program
must adapt and evolve on an ongoing basis. Given whal we learned from the press
confarence, BCLC is seeking GPEB's assistance. [t would seem a vulnerabliity in our
program has been exploiled by organized crime. In order to address this vulnerability
and prevent further laundering attempls, | 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 belter protect our operations from money
laundering threats and close any gaps.

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 public safely. It was deeply
alarming to hear that top lier organized crime figures participating in or linked to crimes
such as kidnapping and exlortion were frequenting our facililies. Clearly, individuals
engaged in these types of criminal activities present the highest order of risk 1o public
safety. The safely of our customers, the staff of our service providers, and our own stalf
who work in casinos must be paramount. | am certain {hat you agree. BCLC simply
cannot have these individuals exposing our customers and stalf to personal safely risks
through their laundering activitles 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 lhe 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
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BCLC can immediately ban those individuals from our facilities to prolect the safety of
our customers and staff.

Given the threats to public safely, | would appreciate a response at your earliest possible

convenience.
Sincerely,
. cle
2 ¢
/ oém‘ Q_ - playing it right

Robert Kroeker

Vice President, Corporate Security and Compliance

ce. Mr. Murray Dugger, Western Regional Manager, Financial Transactions and Reporls 74 Vost Soymour Sreo!

Analysis Centre Kamlpops, DO V2G 150
I 260.028.5500
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April 18, 2018

Via Email

Ministry of Attorney General
PO Box 9044, Stn Prov. Gow.
Vicloria, BC V8W BE2

Attention: David Eby
Attorney General
Dear Minister Eby:

Re:  Response to Dr. Peter German Report

Thank you for your request to provide feedback on the Independent Review of Money
Laundering in Lower Mainland Casinos written by Peter M. German, QC.

BCLC's Board of Directors and Management fully suppoit and accept the
recommendations in this report and we will work to implement those we believe we
are directly responsible for (Appendix 1}. We stand ready lo Implement those, while
extending our full cooperation and supporl to the Province of British Columbia, the
Gaming Policy and Enforcement Branch and the multiple agencies, ministries and
service providers at which recommendations are alsc directed. We will follow our
standard program management discipline whereby the Board will assume an
oversighl role as BCLC mobilizes to implement aclions responsive to the
recommendations (Appendix 2). BCLC's Internal Audit team will validate the work
upon completion and the corporation is committed to repording progress on a
quarlerly hasis to the Ministry, GPEB, and the public.

Dr. German’s repori provides an important road map for the multiple agencies and
companies involved in combatting money laundering. The repor acknowledges that
despite the level and quality of information gathering, there is a need for improvement
in all areas due to “a collective system failure” | am confident thal the
recommendalions will address the need (o enhance the level and quality of
communication, cooperalion and enforcement actions taken to date. Dr. German
appropriately recognizes that BCLC and GPEB have been impaired and frustrated in
their ability to address concerns both entities expressed about money laundering to
date by staling that both organizations:;

*...have suffered from significant disability when # comes to dealing with money
laundering. Other than saying ‘No' and barring a person from returning to a facility,
there is little that either can do with the vajuable intelligence which they possess
concerning money laundering. it is essential that law enforcement be engaged in a
meaningful way."

This is a critical point and | firmly believe that the recommended modernization of the
Gaming Control Act 1o enable greater clarity of roles and responsibilittes and that a
significantly strenglhened, and more independent regulator, will establish a strong
foundation from which the multiple agencies and organizations involved can work to
better engage law enforcement. Moving the day to day jurisdiction for policing with
respect to gaming matlers to a Designated Policing Unit will ensure greater clarity of
roles to enable stronger enforcement. These changes are essential to ensuring the
overall integrity of casino gaming and lo helping rebuild public trust in this important
industry in British Columbia.
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While the BCLC Board and Management fully support the recommendations in Dr. German’s report, it is
important to challenge one key assumption. Explicit and implicit in the report is the suggestion that BCLC
was, and continues to be, motivated only by revenue. In a number of instances, BCLC's mandate,
bestowed onto it by government, is to conduct and manage gambling in a socially responsible manner.
The report calls into question this mandate in a way that suggests BCLC has been disingenuous with
respect to its true purpose or motive and states that the organization willfully turned a blind eye and was
hlinded by the cash. | am challenged by this assertion for three reasons.

First, as one who served the government of the day that created BCLC in 1985, | can state with
confidence that BCLC's purpose was at the time to operate gambling to generate extra funding and
benefits for British Columbia and do it in a way that is accountable to communities served. As Chair of the
BCLC Board of Directors for almost five years working with the leadership team, | can attest that remains
the case today.

Second, | acknowledge and accept that there are varying opinions on the effectiveness of actions taken
by BCLC to address concerns about money laundering. The point remains however that BCLC, as a
corporate entity and our employees, as individuals, recognized the threat of money laundering and took
action in the context of the information available at the time and the system within which we were
working. This action had the result of a consistent decrease in the number and total value of Suspicious
Transaction Reporis since April 2015 (Appendix 3). The reality of money laundering, as we now
understand it thanks to Dr. German’s review, is the result of a system that did not keep up with the
criminal element and that no single person or entity is responsible for this issue. To suggest that BCLC
would encourage employees o knowingly turn a blind eye to illegal or suspicious behaviour in the name
of revenue generation is wrong.

Third, this perspective is inconsistent with the tone and culture that has been established by the Board
and Management at BCLC and most importantly unfair to the 900 employees who, articutate in employee
engagement surveys every year, that they are motivated by working at an organization they recognize is
socially responsible because it balances growth with sustainability (Appendix 4). Responsibility to British
Columbians is embedded in our organization's DNA.

In the spirit of continued cooperation and support for the work of Dr. German and the Ministry of the
Aftorney General, we have opted not to provide comment on the editorial opinion contained in the report.
Appendix 5 provides further information and clarification on specific, material issues for your
consideration.

BCLC can and will improve the ways in which we are addressing money laundering. We remain steadfast
in our commitment to be part of the solution by continuing to meet and exceed our responsibilities to
reguiators, supporting a culture that is accountable to the communities we serve, and working
collaboratively and in support of alt agencies to combat this insidious issue impacting our economy and
our communities.

Yours truly,

o S

Bud Smith
Chair, BCLC Board of Directors

cc: Jim Lightbody, President & CEO, BCLC
Robert Holden, Member, BCLC Board of Directors
Andrew Brown, Member, BCLC Board of Directors
Wendy Lisogar-Cocchia, Member, BCLC Board of Directors
Richard Fyfe, Deputy Attorney General
Doug Scott, Associate Deputy Minister

Enclosure(s) x1 (Appendices 1 — 5)
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Appendix 1
BCLC believes we are responsible for thirteen of the recommendations by Dr. German, as follows:

Recommendations
That BCLC, in conjunclion with the Regulator and Service Providers, review the present

R3 Source of Funds Declaration on at least an annual basis to determine if refinements are
required.

R4 That BCLC re-enforce the importance of Service Providers not accepling cash or other
reporiable instruments if they are nol satisfied with the source of funds declaration.

R5 That the Service Providers be responsible for completing all necessary reports to FinTRAC,
including STRs.
That discussions with FinTRAC take place with the purpose of designating the Service

R6 Providers as direct reports to FinTRAC, failing which that reports from Service Providers be
sent in an unaltered form to FinTRAC by BCLC.

R7 That BCLC provide Corporate STRs if its files contain relevant information nol contained within
an STR from a Service Providers.

R10 | Thal the Regulalor/DPU be provided with access to iTRAK in its offices.

R11 | That UFT and SCT reports be eliminated.

R16 That BCLC not engage in further undercover operations, except in conjunction with the
Regulator and, or the police.

R17 | Thal no further expense be incurred by BCLC with respect to the SAS AML soflware system.

R18 | That BCLC ensure that VIP hosts do not handle cash or chips.

R21 | That cash limils not be imposed on buy-ins.

R22 That PGF accounts be eliminated once responsibility for cash alternatives has been
transitioned to the Service Providers.

R23 | That BCLC implement a chip tracking system for Service Providers.

BCLC0004126.02
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Appendix 2

German Independent Review

Readiness and Response Plan

OVERVIEW

The AML Response will be managed a3 8 high priarity corporale program and encompass two puu:l

1 Reviaw and asaess aplions (& address racommendalions made of issues identified, including the
tisks and costs associaled vath whal are assumed will be policy. people and process requirerments
and geps Mantifiad.

—  Actien plans aceoss the dimenslons of: palicy, process. information. technology, people.
budget and gevernance

-~ Implement communicaticn management plan for slekehotders, medis and employses

2. Folow a standard project approach, which inciudes spprovel of options, planning, implemantation
end reporting on progress end results.

BCLC's Recommendstion Reparting Summary Tracking document will pravide the detailed sssignments,

by recommendstian, of the responsible Director Leads and Vice Fresidents Ownars. A Beard Commitiee
(Audil, Govamance, HREC or Rigk) will also be designeted for oversight of each recommendation.

ROLES & MEMEBERS

_Rolas and Responsibilities . e
Spoasce Jim Lighlbedy & Provide oversil project guslence

* Board updsies

s Minusty updates

® Partof AML Responsa Sleerdng Commdtee
Steanng Jim Uightbedy o Provide projest guidance

Committes  firad Desmarals  »  Assign and spprove VP, Ovimer and Direcior Leeds

Jamie Callshsn for each Recommendation
Rob Kroeker ¢ Review snd approve spprodch to address esch
Sussn Delinskd Racommandation

* Reviay and approve Racommendation Complation
v Review snd approve Recommendation Closure
¢ Raviaw and apprava Board ang Ministry reporting

Intarim Jennlfer Gallawny « Lesd the development &nd ccordination of BCLC's
gx'ector. responge 10 the Serman review
L

*  Oversee AML Response Steenng Cammitlee
mestings including erganizing agendas, mestings
and supparting sieering commitlee decisions

« Provida independent assessmant of tha propceed
implementation actions and provida
racommendations to tha staering commitiee

¢ Lead SMEs thraugh selution planning including
leading the developniant of “what if” scenarios

Response

bele
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German Independent Review

Readiness and Response Plan

Lisise with AML Tesm lo ensura sn in-depth
understanding of AML matlers and sctions, including
lizising with GPE|

Key lisison betwean AML, Casino and
Communications teams, snd any olher arass
affacted within 8CLC, to ensure 8 coordinalad
apprasch

Ongoing commun:cation vith government,
stskeheiders, and service providers

Pravida diraction ta tha AML Project Manapar

Project management including coordination of Leads
and SMEs, schedules and reporting spediiic to plans
and actions to implernent

Lisise with Audlt Services to ensure suditsbility of ihe
Recommandations

Recommendation status reporting including
Summary Tracking Documents and
Recommendstion Deshboards to Stesnng
Committee, BCLC Exacutive and Board

Vica Fresidents wifl be assigned ss Qwners of each
of the recommendations that BCLC is respensible for
Respensible fior praviding diraction ta tha Lead end
tzam implementing the actions to eddress the
Recommendshion, ensuring {hal completion it
aligred swith the approved spprosch

Responsible for continucus impravemenl once
implementation is complete

Project Shirdey Beveridge
Manager

QOwners TBD

Diractor Ten

Leads

Diractors will be azsigned to Lead pach of the
recommendstions that BCLC s respensible for
Responsible for anslysis of aplions Bnd managing
{ia aclions to addrass the Reconvwmendstion scross
aress of policy, pracess, informetion, technology,
people, budget, snd gevemanes including
decumentstien and repoding.
Overell responsibility for addressing the
Recommendaban, inthuding
o |dentity oplions 16 addrass ihe
Recommandstion
e Implemeni the spproved option
o Documentation including monthly status
reparting
o Rasource usage tracking
o Confirm suditabla dafiverables with Audit
Sericas

118
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German Independent Review

Readiness and Response Plan

Beard Auvdd, + Hoard Committaes vill be assigned 16 esch of the
Committees Gavernanca, recommendaticrs that BCLC is responsible for
HRAC or Risk

* Responslible for oversight of the Implementation of
each recommeandstion

Audid Gurmil Aujls s Provide guidance to Leads on sudileble delivarables

Services s Maintsin evidence of suditable deliverables

Reviaw Recommendations for completion

Advise the Staering Commiltee on the complation of
each Recommandation

¢ Develop snd present olosing memos for each

Recommandation
oy Enpaged by Key points of contaci have slso been identified for
Contacts Lesds as petential areas requiring involvernent in the actions to
necessary sddress Recommendstions, as below.

AML John Karloveao

BT Tricia Wamngton

Casino Operations Garth Pieper

Communicaticns Laurs Fiva-Baboock

Finance Abigell Ma

GPEB Rob IKroekar

Government Susan Dofing¥s

HR Jamie Callahan

Legsl Jennifer Keim

Palicy Kevin Sweeney

Risk Jerviifer Barbosa

Servica Pravidess Brad Dasmarals

While the response focuses prinwerily on the German Report. if also encompasses tha 2017/18 and
20156/1¢ Mandate Latiers that reference the government's Anli-Money Laundaning (AML) Strategy snd the
Peler Germsn review. The follcwing char showe Iha key aress (o be eddressed in the response.

bele |
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German Independent Review

Readiness and Response Plan

FRsUngss snd Ressonss
(L]

|
|
|

WManaztalener Syrms v R G

Far ez n By
<o QuanerAMLRISI @ AN Program r.m-'uu::;:;

PlaA W RS Resan
e indGemsing
i Beanmis PR EL

ripon

PROCEEE FAOR IMFLEMENTATION OF RECOMMENDATIONS

The process to sddress the Recommendations will follew & standard project approseh As thie planning
and opticns to address sach Recammendstion are ideniified. the Lead snd Owner will be axk=d to
present their Recammendation to the Steering Commilice. Plang (o address each Recemmentlation
miust ba epproved by the Steerng Commiitee befare aclions are taken. Each Recammendstion and is
deliverables wili be revisvied by Audif Servioes. Complalion and closure of each Recommendation will
also be presented to snd spproved by ihe Steering Commitee. A dingram of the precess that vill be
used for tha implemeniation af the Recommendstians cen be found in Aspendic A

Thiz process will be used for implementsiion of tha Cerman recommendetions. This procass does not
apply to process improverments (e.g. enhancaments], unless the enhancement is directly related o s
Recommendation. Enhancements will instead foflow normeal business unit practices. The responsible
businass unit(s) will. however, provida program enhsncamant ugdsies to the AML Response Steaning
Committee and vdll include relavant updstes in Board and Ministry reporting

120
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German Independent Revisy

Readiness and Respansa Plan

RErORTIG

121

Reporting af the recommendations will be cocrdinatad with Mandate LeHer repsring.  The reporting
responsibiilies and process are below and a disgram of the process that will be used for recommendstion

reporting oen be faund in Accendo B,

Reporiing Responsibilities -
Responsible Raport Audienoce Fraquency
Reb Kraeker AML Repaort Board Quartery
Attorney General
Shirley Beveridge BCLC Recommendslion Reporing AMLR Steering Commitiee  Quartedy
Summary Tracking Document BOLC Executive
Bosard
FPubtic
Shifey Beveridge Recommandation Dashboard AMLR Steering Commillee  Meonthly
GCLC Execulive
Shirley BEeveridge  Implementing Govarnment Drection  Hosrd Quartery
Mirister
Sussn Delinski Plsn for Fublic Health and Gambling  Bosrd Bi-Annually
Frogress Report Benersl Marsger. GREE
Jennifar Keim Cover Leltars Hoscd Chair Quadaitly

Aftorney Ganera!

bc_:lc
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German Independent Review

Readiness and Response Plan

ARFENTIE & FROGLESZEDR WAL EMET ATVON OF TRCE pMWMENIDRTITNT

Define Approach Iaentify Opiers

Leen namts

i
o
mu e

Implement

sendity Resource

Approyad Option

Lesd eonusts witn
At Servces 13
ulimnl_i_

uon.'n::m- e
(M::rﬁ
St appreved.
o L e
pprovy “requrements

" andiequenong
for &t Lw t2mpetes Oosing Erearing Committee
noaliyrerii B Cimptten Ware fpeinyes Doy

cqart
._Nhl!!.l

Addtons! Info

©  Lasds submil stnlus (uports by the and of each eslendar month. Ceatani from hase sistus reports is used for Execulive. Board.
Minlstey and pubile repoding. Review by V.P. Owner prios 10 repoan submisdiot is niandatucy

@ Implamaniation |3 not suthorized untl AML Resgonsa Slesdng Comadles approves Prefened Oplion mnd buxigat (4 budgel i

raquirad) has Bean appraved.
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German Independent Review
Readiness and Response Plan
APFENDIXA B RECOMMENDATION REPORTING PROCESS

Recommendation Reporting Process

L

Qv e suSivaing
—H Sagm YAy
o B

thadale
fetion Owners

oy

|

TasTanng
Fneset
e il - Creiesdasy o
= a

if
* ﬂ L S
Tmarg Zetevaw
'Y
= I
ﬁ g,
Tpmemantans
j Srats ssy
°- au e 1w e e
! EtvE v Ee

e LU
MLShe
v Y

Ll
Sewvions

Coremaniatinm | EA/Corpomie

ol

BCLC0004126.09



124

Appendix 3
Suspicious Transaction Reports (STR) and Table Performance

Since 2015, the total number, total vaiue and average value of STR has been trending down,
while total table drop has continued its upward trend.

Total Table Drop with STR Values*

5200 - Souwroa of
1&l wave cash Fundsg *+3 10K
congtioning 2™ wave

$250

5200

§ 5150
< 5100
$50
w = 5 = - . > - -
fogaaadanddaunguugsasasastannpananes
NSRS SR XRBaRFSATHE N8558 88 58
$ SR === Total Table Drop oo+ Linear {Total Table Drop)

v Al ¢ata presanted in table form bejow.
Key points:

In April 2015, BCLC initiated a sourced-cash condition program to address the unexpiained increase in un-sourced
tash and ¢hips belng brought into lower niainland casinos. Ag parl of its AML due diligence screening process,
BCLC Invastigalors interviewad certain VIP players 1o delermina the origin of their cash and chips. 1If a player was
unable to prove source of funds, of BCLC suspected or received information that ine source of funds originated from
underground banking operations, or suspected proceeds of crime, the piayer was iImmediately placed on "sourced
cash conditions” and would only be allowed to buy-in if they could provide the service provider tash cage with an
original receipt sourcing the funds as follaws,

« Abank drafi, EFT, cerlified or Casino Chaque (as defined under policy)
+ Qash drawn from an accredited Financial Institulion
»  Cash drawn at the gaming facifity using Global Cash, Debil at Cage, ATM

or that the source of funds originated from;
« Cash verified as from a recent sourced Casine Disbursement
»  Chips verified as from a recent sourced Casino Disbursement
Dollar value of STR has decreased (as have counts ~ see next table)

Jan 10, 2018 - Implemented Source of Funds Declaration for cash deposits of $10,000 or more as per Petar
German's interim recommendation 1o BCLC.

BCLC0004126.10
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STR Value and Count*

250

200

SUOnN

v ST et BTR

STR Total and Average Value*

£160,000

£140000

£120000

£100000
$80,000

$80,000

S0

5 STR  ~—firergs $ fSTR

All data prasented in table form below.

Key points:

Boih the count, tolsl velue and average value of STR have been decreasing since 2015. with a significant

drop in the setond half of the year when BCLC began cash conditioning players

Not anly are there fewer STR, (he ones thet are reporied are decreasing in value.

BCLC0004126.11



| Jan-15
| Feb-15
 Mar-15
- Apr-15
May-15
Jun-15
| Jul-45
Aug-15
. Sep-15
| Oct-15
- Nov-15
Dec-1§
. Jan-16
| Feb-16
Mar-16
Apr-16
| May-16
Jun-16
Jul46
Aug-16
Sep-‘lé
Oct-16
' Nov-16
' Dec-16
Jan47
Feb-17
| Mar-17
Apr-7
May-17
- Jun-17
w47
Aug-17
| Sep-17
Oct-17
Nov-17
| Dec-17
| Jan-18
| Feb-18

163
150
102
176
178
175
135
124
105

14

21
103
24
912
110
a0
107

$11,366,088
§18,084,854

516,462.764

$18,123,858
§21,201,775

'§12,G78.465

§27,243,150
514,138,568
$0,825,650
§10,045,251
58,150,032
$7.085.010
$7,140,030
$2,547.036
$3,271.850
$2,563.255
511,066,800
58,883,117
54,801,405
55,850.£00

56,081,232

$3,060.066
$2,828,560
$3,800,250
§3,507.455
5£,048.770
52,410,880
83,715.810
$4,065.101

$3.0:0.080

$5,218.080
$4,264.200
$3,000,605
$2,530.020
$7,828,050
52,582,140
$505,198
§721,830

|
t

$125,417,014
$221,147,0201

'3244,275,308

%218,808,331
§218,186,402
$201.344,040
$241,888,750
§218.184,623
$213.405,912
$220.030,040
$105,802,082
$197,854,842
$108,200,501
$222.322,350
$228,142,8856
$200.745,010

'§228,732,480

3215.754,877
3281.176,104
3246.726,100

$246.717,808
$200,337,162
$218.886,314
$226.231,333
$240.214,715
$218,079,501

3220.153,775
$241,720,028

$2a0,3212,458
3233.368,360
§253.217.310
$230.804,737
$261.022.646
§231.477,380
3242.624,767
$217.174,414
$221,430,878

3224502400

2.8%
8.0%
7.4%
0.7%
6.8%
11.3%
6.5%
4.6%
4.5%
3.1%
3.8%
3.8%
4.0%
3.7%
4.3%
4.9%
3.2%
1.8%
2.3%

- 20%

16%
1.4%
1.7%
1.8%
2.4%
1.6%
1.7%
1.7%
1.3%
2.2%
1.7%
1.3%
1.0%
0.8%
1.1%
0,2%
0.3%
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Appendix 4

Employee Engagement Resulls

Statenent

feed that my overall compensation package (pay, bonus aid
henefits) s comparable with people doing a similar job with
other similar organizations,

39.2%

42.4%

127

35.8% | 38.1%

Our tearm values one another's unique strengths and

ifferent abilities. <3.1% 1.6% 5.7% 84.6% 87.7% | 86.1% | 820.4%
y department’s objectives are realistie, -3.0% 7.4% 10.1% 76.7% 79.7% 72.3% | 62.2%
Change is widely embiaced -2.9% - - 61.6% 64.5% - -
IBCLC is transforming to a player-centric company. -2.7% 5.3% 3.2% 81.0% 83.7% 78.0% 75.2%
BCLC consistently conducts business in a fair, honest and 47% 80.9% 92.5% a21% | 87.4%

trustwarthy manner.

v wa pou is in alignmant with its valuss 7
(Intgrity, Reapect & Sodial Respansibiilitg).

BOLC b envitonmentally rosponsible.

actions of the entire Senior Leadership team (CEQ, VPs
nd Diractors) of BOLC are consistent with BCEC valies
/ . Social I B

7%

7.4%

8L0%

83.1%

6.0% | 6856%

85.4%

bele

v g
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Appendix &
1. German Report Statements that indicate there was no action taken by BCLC:
*...no transaction was refused by BCLC before 2015." (paragraph 478)

“In March 2014, a former BCLC Investigator recalls telling senior management that something had to
be done about the cash entering casinos. They listened but he saw no discernable action." (paragraph
504)

"Despite the police investigation, the cash kept coming into the casinos. With no direction from BCLC
or GPEB to stop accepting huge amounts of unsourced cash, the head of compliance for GCGC decided
to end it himself." (paragraph 536)

"Despite all the efforts described in previous chapters, prior to 2016, nobody appears to have said no
in terms of accepting unsourced cash at Lower Mainland casinos. (paragraph 600)

BCLC Clarification:
Refusing cash:

BCLC's sourced cash condition initiative began April 2015 with the program being formally implemented
in September 2015; however, it should be noted that cash was refused prior to the initiation of this
program. As an example, Exhibit A demonstrates that a certain player would no longer be permitted to
play with cash. This player continues to be limited to playing with sourced cash only to this day. Exhibit B
is a redacted copy of an internal document used to track players who have been cash conditioned, from
April 14, 2105 to present day.

Appendix 5 - EXHIBIT A - Email regarding patron placed on cash conditions in 2014

November 27, 2014- As a resuit of the recent activity b a directive was
initiated at the request of | NEGEGTGNTNGNG:- sent out the following
directive that was posted on the profile for .

From:

Sent: November-27-14 7:58 AM
To:

Subject: RE:

Hi Il

The following comment has been added to [N s prone sio<J N

2014-NOV-27 BCLC Corp Sec - BCLC Directive for Investigative Purposes; Il
is not permitted to buy-in at any property with "ANY" cash or un-sourced

chips until he is interviewed by BCLC Corporate Security and

Compliance. Provide patron with the BCLC Consumer Services number if an

investigator is not available, so an appointment can be set up atthe earliest
convenience: 1-866-815-0222.

BCLC Casino Investigator

BCLC0004126.14
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Sourced Cash Conditions were having an impact as identified in Great Canadian Gaming
Corporation (GCGC) financial disclosures.

Appendix - EXHIBIT C - CHART OF GCGC DISCLOSURES

MDA
details

Document link

Citation re VIP conditions/financial impacts

Q3 2015

Released.
Nov 4, 2015

hlives #0f a2iing combias

p8:

BCLC Introduced Additional Conditions for Certain VIP Players in British
Columbia Late in the third quarter, BCLC introduced additional conditions
for certain VIP players in British Columbia that include a requirement to
demonstrate source of funds used to purchase chips. The effect of these
conditions is not currently known but will likely lead to a certain amount of
reduced play, and therefore revenues, at all BC casinos, especially those
that have significant VIP play.

p. 16:

Recent Developments

As discussed in the "Major Developments — British Columbia” section of
this MD&A, late in the third quarter, BCLC introduced additional conditions
for cettain VIP players in British Columbia that include a requirement to
demonstrate source of funds used to purchase chips. The effect of these
conditions is not currently known but will likely lead to a certain amount of
reduced play, and therefore revenues, at River Rock. The estimated portion
of River Rock's revenues generated from the VIP players affected by these
additional conditions over the past 12 months is approximately $20 million.

Q4 2015

Released:
Mar 8, 2016

AR LTI
Conte

p. 18

BCLC Introduced Additional Conditions for Certain VIP Players in British
Columbia Late in the third quarter, BCLC introduced additional conditions
for certain VIP players in British Columbia that include a requirement to
demonstrate source of funds used to purchase chips. The effect of these
conditions is not currently known, but management believes they have
caused and will likely lead to a certain amount of reduced play, and
therefore revenues, at all BC casinos that have significant VIP play.

p. 29

Recent Developments

As discussed in the "Major Developments — British Columbia” section of
this MD&A, late in the third quarter of 2015, BCLC introduced additional
conditions for certain VIP players in British Columbia that include a
requirement to demonstrate source of funds used to purchase chips. The
effect of these conditions is not currently known, but management believes
they have caused and will likely lead to a certain amount of reduced play,
and therefore revenues, at River Rock. The estimated portion of River
Rock's revenues generated from the VIP players affected by these
additional conditions over the 12 months ended September 30, 2015 was
approximately $20.0, While table drop levels in a period may be affected by
changes in player behaviour, such as frequency and duration of visits to the
property and changed levels of wagering during such visits, management
believes that a significant portion of the decline in River Rock's table drop
and gaming revenues during the fourth quarter of 2015 was attributed to
these additional conditions required for certain VIP players. In addition, a
portion of the decline in gaming revenues in the fourth quarter was due to
volatility inherent in table games as evidenced by the 5.3 percentage point
decrease in table hold percentage in this year's fourth quarter when
compared to the prior year's fourth quarter record 25.0% table hold
percentage,

p 45:
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Revenues over the past eight quarters have generally trended positively
during 2015 and over the prior year comparable periods. The increase in
revenues in the fourth quarter of 2015 compared to the third quarter of
2015 was primarily due to the additional revenues contributed by Casino
New Brunswick that was acquired on October 1, 2015, This increase was
partly offset by lower table gaming revenues at River Rock, which
management believes was significantly due to a decline in table drop
during the fourth quarter of 2015, as a result of additional conditions that
BCLC introduced late in the third quarter of 2015 for certain VIP players
(refer to the “Major Developments - British Columbia” section of this
MD&A). The revenue increase in the third quarter of 2015 compared to the
second quarter of 2015 was primarily due to the growth in gaming revenues
across most of the Company’s properties.

Q12016 p. 2
-risk/uncertainty = the impact of new conditions imposed on certain VIP

players in British Columbia

Released:
May 9, 2016
p. 9

BCLC Introduced Additional Conditions for Certain VIP Players in British
Columbia Late in the third quarter of 2015, BCLC introduced additional
conditions for certain VIP players in British Columbia that include a
requirement to demonstrate source of funds used to purchase gaming
chips. The effect of these conditions is not currently known, but
management believes they have caused and will likely lead to a reduction
in the amount of gaming chips purchased, corresponding reduction in play
and therefore reduced revenues at all BC casinos that have significant VIP

play.

p. 19:

Recent Developments

As discussed in the “"Major Developments ~ British Columbia” section of
this MD&A, late in the third quarter of 2015, BCLC introduced additional
conditions for certain VIP players in British Columbia that include a
requirement to demonstrate source of funds used to purchase gaming
chips. The effect of these conditions is not currently known, but
management believes they have caused and will likely lead to a reduction
in the aimount of gaming chips purchased, as well as a corresponding
reduction in play and therefore reduced revenues, at our gaming facilities in
British Columbia, in particular River Rock. The estimated portion of River
Rock's revenues generated from the VIP players affected by these
additional conditions over the 12 months ended September 30, 2015 was
approximately $20.0. While table drop levels in a period may be affected by
changes in player behaviour, such as frequency and duration of visits to the
property and changed levels of wagering during such visits, management
believes that a significant portion of the decline in River Rock's table drop
and gaming revenues during the first quarter of 2016 was attributed to
these additional conditions required for certain VIP players.

p.35:

These increases were partly offset by lower table gaming revenues at River
Rock, which management belleves was significantly due to a decline in
table drop, as a result of additional conditions that BCLC introduced late in
the third quarter of 2015 for certain VIP players (refer to the “Major
Developments - British Columbia” section of this MD&A).

Q2 2016 p. 1:
-risk/uncertainty = the impact of new conditions imposed on certain VIP

players in British Columbia

Released:
Aug 10, 2016
p. 20:
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The increase in revenues in Q4 2015 compared to Q3 2015 was primarily
due to the additional revenues contributed by Casino New Brunswick.
These increases were partly offset by lower table gaming revenues at River
Rock, which management believes was significantly due to a decline in
table drop, as a resuit of additional conditions that BCLC introduced late in
Q3 2015 for certain VIP players,

Q32016 p13:
-fisk/uncertainty = the impact of new conditions imposed on certain VIP

players in British Columbia

Released:
Nov 8, 2016
p 19

The increase in revenues in Q4 2015 compared to Q3 2015 was primarily
due to the additional revenues contributed by Casino New Brunswick.
These increases were pantly offset by lower table gaming revenues at River
Rock, which management believes was significantly due to a decline in
table drop, as a result of additional conditions that BCLC introduced late in
Q3 2015 for certain VIP players.

Q4 2016 p 13
~risk/uncertainty = the impact of new conditions imposed on certain VIP

players in British Columbia

Released: A ol
Mar 7, 2017 e

p 19

The increase in revenues in Q4 2015 compared to Q3 2015 was primarily
due to the additional revenues contributed by Casino New Brunswick,
These increases were parily offset by lower table gaming revenues at River
Rock, which management believes was significantly due to a decline in
table drop, as a result of additional conditions that BCLC introduced late in
Q3 2015 for certain VIP players.

P21:

Recent Developments

Late in the third quarter of 2015, BCLC introduced conditions for certain
high value table games players in British Columbia casinos that include a
requirement to demonstrate the source of their funds. Players in British
Columbia have historically relied on cash as the primary way to purchase
chips. During the fourth quarter of 2016, BCLC introduced international wire
transfers as a method of transferring funds for gaming. Management is
continuing to ensure the Company's players understand the options
available to them.

Overview

Revenues at River Rock have been negatively affected since the conditions
with respect to cash were introduced late in the third quarter of 2015. The
new conditions have mainly impacted the high volume of VIP play from
which River Rock has benefited over recent years. The requirements to
demonstrate the source of funds has resulted in lower buy ins, reduced
average bets, and shorter durations of play. These dynamics led to the
average hold rate declining from 20% in 2015 to 17% in 2016. In response
to the decline in revenues, management has changed its promotional
activities and reduced operating expenses.

Revenues

River Rock's gaming revenues declined during the twelve months of 2016,
when compared to the same period in the prior year, primarily due to a
decline in table drop following BCLC's new conditions with respect to cash
as well as a 2.6 percentage point decrease in the table hold percentage.
The decline in table drop is mainly due to decreased high limit table play
volume, Gaming revenues also declined during the fourth quarter of 20186,
when compared to the same period in the prior year, primarily due to a 24%
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decrease in table hold. The 5% increase in table drop was more than ofiset
by a 5.4 percentage point decrease in table hold percentage.

The decline in table revenues was pattially offset by an increase in slot win
of 5% and 2% during the twelve and three months ended December 31,
2016, respectively, when compared to the same periods in 2015.

Q12017

Released:
May 8, 2017

D1-2033 - MDY F IS ndi

p2
- risk/uncertainty = the impact of conditions imposed on certain VIP players
in British Columbia

- risk/uncertainty = proposed or unanticipated regulatory or policy changes
(including those that may impact VIP play)

p. 21:

The increase in revenues in Q4 2015 compared to Q3 2015 was primarily
due to the additional revenues contributed by Casino New Brunswick.
These increases were parily offset by lower table gaming revenues at River
Rock, which management believes was significantly due to a decline in
table drop, as a result of additional conditions that BCLC introduced late in
Q3 2015 for certain VIP players.

Q22017

Released:
Aug 10, 2017

Vs sacaaidi camhyp

contenfuol

p2
- risk/uncertainty = the impact of conditions imposed on certain VIP players
in British Columbia

- risk/uncertainty = proposed or unanticipated regulatory or policy changes
(including those that may impact VIP play)

p. 21:

The increase in revenues in Q4 2015 compared to Q3 2015 was primarily
due to the additional revenues contributed by Casino New Brunswick.
These increases were partly offset by lower table gaming revenues at River
Rock, which management believes was significantly due to a decline in
table drop, as a resulit of additional conditions that BCLC introduced late in
Q3 2015 for certain VIP players.

Q3 2017

Released:;
Qct 23, 2017

Https Macaanurig conhyi-

p2
- risk/uncertainty = the impact of conditions imposed on certain VIP players
in British Columbia

- risk/uncentainty = proposed or unanticipated regulatory or policy changes
(including those related to anti-money laundering legislation or policy that
may impact VIP play)

Q4 2017

Released;
Mar 6, 2018

p2
- risk/uncertainty = the impact of conditions imposed on certain VIP players
in British Columbia

- risk/uncertainty = proposed or unanticipated regulatory or policy changes
(including those related to anti-money laundering legislation or policy that
may impact VIP play)

2. German report states: “Whether intended or not, the net effect is that there would be no paper

trail in iTRAK...” (paragraph 646)

BCLC Clarification: There were already comprehensive records entered into iTrak on each of these
players including full particulars on their identity, date of birth address, residence, occupation as well as
documentation on the concerning transactions including suspicious transaction reports. In addition, the
letter quoted and list were retained and formed pant of BCLC's records in relation to these players and
their transactions.
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3. Reference to CEO Comments (paragraph 554)

BCLC supporis the need for increased criminal enforcement and police action within casines. The
comments made by Jim Lightbody, President & CEO referencing “reservations aboul the police being
involved in criminal enforcement within the casinos as it may ‘muddy’ the role of GPER" were intended to
convey BCLC’s slrong belief that grealter role clarily and accountabilily s needed prior to increasing the
number of agencies dedicated to enforcement at casinos. Dr. German's recommendalion to creale a
Dedicated Policing Unil addresses this concern.

4, SAS Financials (paragraphs 717, 718)

Dr. German's report notes that BCLC acquired SAS for AML as a result of POCMLTFA regulation
changes in 2013 requiring entities, including BCLC, to apply enhanced Customer Due Diligence
requirements on its patrons, It also notes that BCLC reached oul to financial institutions in search of a
system and that BCLC was the first in the gambling industry to engage SAS for AML services.

BCLC's engagement with SAS for the AML project was a commercial arrangement with bolh parties
assuming cerlain respansibililies under the contract.

Project hudget and costs

BCLC approved the business case for the project with a budgel of $7.4 million including Internal and
external costs. The actual total cost of the project was $7,294 756. The tola) paid 1o SAS within the
project was $4,560,723. This is the same amount that SAS indicated in its March 8, 2018 memo to Dr.
German that it was paid by BCLC in relation to the project.

BCLC's final payment to SAS for the SAS AML project was oit May 19, 2016 for $§20,446.48. BCLC has
not and will nol incur further expense with respect 1o the SAS AML software project.

The detaited project cost breakdown is contained in Exhibit D,

Appendix 5 - EXHIBIT D

!.L:IA'.""(“,')&'I‘ 'i‘r]$_|l",‘ '-!.|V{vt_l‘|'1_ Notas

BCLC professional services $2,171,165 E;ﬁ;&?&g&;fg é!mgﬁ Testers)
Hardware $253,088 Servers, slorage, etc

Eé;néi Labour $308.G1 — .BELC int-e_mggm;;l_(;yeeic?o;tsr \

Oth;r - > 3 $1.809 N _Mis;: expenses ——

BAS Professional Services K $1.581,057 SAS contraclors/resources

SAS Prolessioné! éewices ~ Travel 7 5149376 SAS travel -

SAS Sofiware License : 52,;21 570 SAS - Business Intelligence & AML
e e e $108520 | SAS Training i —
TOTAL $7,294,756

BCLC0004126.22





