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FEATURE Distracted developers must now deal with complicated new anti-money laundering requlations

RICHARD CHU/FRANK O'BRIEN
WESTERN INVESTOR

s of February 20, B.C. real estate
A devel opers have had to keep more

detailed client records and report any
suspicious deals as part of new requirements
under the federal government’s anti-money
laundering legislation.

The new requirements, under the Proceeds
of Crime (Money Laundering) and Terrorist
Financing Act, will primarily affect develop-
erswho had't aready complied when therules
cameinto effect last year for red estate broker-
agefirms.

Said Eric Andreasen, Adera’svice-presi-
dent of marketing and sales, “It’'ll be more
onerous for people who haven’t had alarge-
scale process for collecting information and
processing more volume of deals.”

Aderais a Metro Vancouver developer
involved in both residential and commercial
projects.

The law will regquire changes to the stan-
dard sales process and in-house compliance to
ensure enough client information is collected
and safely stored for government audits.

“They can descend at any timethey want and
ask for records,” said Andreasen, “ so everyone
is compelled to keep those records”

In addition to keeping basic contact infor-
mation, developers will need to keep occu-
pation data for at least five years, according
to McCarthy Tetrault partner Beverly
Ellingson.

“It's alittle bit more security and due dili-
gence, which never hurts,” said Neil Chrystal,
president and CEO of Polygon Homes L td.

Developers will have to report any transac-
tion that involves more than $10,000 in cash,
aswell asthose that appear to be suspicious or
involve property that’s controlled by aterrorist
or terrorist group.

From more than 70,000 reported transactions during fiscal 2007-
2008, FINTRAC made 210 case disclosures, of which:

® 171 were for suspected money laundering

e 29 were for suspected terrorist activity financing and/or

threats to the security of Canada

¢ 10 were for both suspected money laundering and suspected

terrorist activity financing

FINTRAC's financial intelligence disclosures were provided to a
variety of law enforcement and intelligence agencies:

® 61 per cent to the RCMP

® 24 per cent to foreign financial intelligence units

® 24 per cent to municipal police services
® 12 per cent to provincial police services

® 12 per cent to the Canadian Security Intelligence Service
e 5 per cent to Canada Border Services Agency, Canada
Revenue Agency and Communication Security

Establishment Canada

Eight out of 10 FINTRAC disclosures this year were related to
active investigations by police. For the year 2007-2008, FINTRAC
had 329 employees and a budget of $51.1 million.

Red flags

According to the Financial Transactions
and Reports Analysis Centre of Canada
(FINTRAC), suspicious transactions can
include dealswith parties who:

* don’t show ausual interest inthe character-
istics of aproperty they’re buying;

« don't care about the purchase or sale price
or financing terms;

e express an intention that the contract not
be notarized,

« have a property that’s bought and soldina
short period of time; and

* buy or sell ahome that’sinconsistent with
anindividua’sincome or occupation.

Any of the above scenarios might have
a legitimate explanation, but, according to
Ellingson, “if something seenisout of the ordi-
nary, you're better off reporting it. There's no
liability for reporting.”

Big brother is moving in

Clark Wilson LLP
partner Peter Tolensky
notes that developers
will need to collect
more information if a property is being sold
to acorporation.

“A bit more disclosure may be required
because with respect to corporations, you typi-
caly haveto drill down anumber of layers|to
get the name of the principals].”

This research will be even more difficult
when it involves off-shore clients. In some
cases, local developers will have to rely on
information verified by agentsin the client’s
host country. And, due to the size of real
estate developments, it is likely these agents
will be dealing with cash transfers in excess
of $10,000.

Last year, FINTRAC reported it had found
210 cases of illegal activity from the millions
of disclosuresit received under the legisla-
tion from across Canada. Most of them were
money-laundering cases. Only one case
involved mortgage fraud.

Eric Andreasen, Adera VP, sales and marketing: “They can descend
at any time they want and ask for records.” Beverly Ellingson,
partner with McCarthy Tetrault: “If something is out of the ordi-
nary, you are better off reporting.”

The new law will add new administrative
requirements for developers that come at
the worst time for an industry dealing with a
declining market.

“They’re dealing with other issues right
now,” said Ellingson. “ Defaulting purchasers;
banks not lending; keeping projects on track.
The last thing they need is another headache”

Developers will need to have a compliance
regimein place that includes:

« the appointment of acompliance officer;

e written compliance policies and proce-
dures;

« an assessment and documentation of money
laundering and terrorist financing risks;

» acompliance training program for staff;
and

« areview of compliance effectiveness.

Developerswill haveto be careful with deals
signed before February 20 that involve trans-
fersafter that date, said Ellingson.

“If there'sadeposit increase, they will need
to collect the client information that they didn’t
earlier” o
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COMMERCIAL Little Oak Realty

INCOME PROPERTIES

Commercial Building - Multi - Tenant

$232,000 NET Annual Income Asking $3,500,000

Office Building - Quality Tenant

$119,000 NET Annual lcome Asking $2,150,000

DEVELOPMENT OPPORTUNITIES

NEW LISTING
Rare development Opportunity, Mission’s main retail corridor.

2 Legal parcels +/- 2.06 Acres. Approximately 300 ft. frontage
on Lougheed Hwy...Motivated to Sell, Asking $2,100,000

ALERT!
Investor/Developer Alert! ............cccceeeevevevennanne. ACT NOW!
Prime 1.78 Acres near City Core! Rezoning potential,
in path of current large development............. ...$1,200,000

MAKE AN OFFER!

31 LOT RESIDENTIAL SUBDIVISION

All preliminary work is done. Gorgeous views from this
property. Investment possible for as little as $210,000

CALL TODAY FOR FULL INFORMATION PACKAGE.

604-859-2341

WAREHOUSES

For Sale or Lease — Abbotsford / Mission
DOCK and/or GRADE LOAD
1596 SF - OFFERS 5673 SF - $964,900
2182 SF—359,900 9000 SF - $1,349,900
3060 SF - $529,900 23,000 SF - $4,100,900

Available for Assignment
at 2007 Pre-Completion Price

New 1600 Concrete Warehouse Unit

with 12'x14' 0.H. Door

$249,500
OBO!

ABBOTSFORD WAREHOUSES - FOR SALE

110 - 30600 Progressive Way $380,000
+/- 2157 SF Warehouse. Close to Hwy #1, approved to build suite.

209 - 30610 Progressive Way $112,500
+/- 651 SF - gated, alarmed warehouse; small, easy to buy for
hobbies, toys

INVESTORS! NEW WESTMINSTER

Zoned Commercial For SALE and/or LEASE

These 4 Units are Ideal for Pizza Takeout, Offices,

Medical, Appraisers, Church Office etc.

Sizes vary from +/- 557 SF, 1209 SF, 1861 SF or 2514 SF

TF 1-800-668-8661

COMMERCIAL FOR SALE

3200 SF Building - $499,000

33766 Essendene ~ Central Downtown Abbotsford
Fronting Major 4-lane Street

Buy & hold, or move your own business here!

RESTAURANT
4 Licensed Restaurants
Abbotsford
Abbotsford ..
Mission
Salmon Arm (Land, Bldg, Bus)
J-B’s CANDY SHOPPE

A retro Ice-Cream/Candy/Chocolate Shop in a 60’s Diner Theme.
Retail & Wholesale market $69,900

#9—-2630 Bourquin W., Abbotsford

"EACH OFFICE INDEPENDENTLY OWNED & OPERATED"




