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ARTICLE

Canada Updates AML/ATF Regulations and Guidance
T he  Canad i an  Governor Genera l  i n  Counci l  i ssued  an  o rde r wi th  respect  to  ce rta i n  am endm ents to  the  Proceeds o f  Cri m e  (M oney Launderi ng ) and
Terro ri st  Fi nanci ng  Act .

On  June  17 ,  2016  the  Canad i an  Governor Genera l  i n  Counci l  i ssued  an  o rde r ("Order" ) wi th  respect  to  ce rta i n  am endm ents to  the  Proceeds o f  Cri me
(Money Launderi ng ) and  Terro ri st  Fi nanci ng  Act  ("Act" ).  T he  am endm ents were  pa rt  o f  the  Econom i c Act i on  P l an  2014  Act ,  No .  1  and  wi l l  com e i n to
fo rce  on  the  f i rst  ann i ve rsa ry o f  the  da te  o f  the  Order.  On  the  sam e da te  the  Order was i ssued ,  am endm ents to  regu l a t i ons under the  Act  (the  "Am ended
Regu l a t i ons" ) were  a l so  pub l i shed .  T he  Governm ent o f  Canada  i nd i ca ted  tha t  a  po rt i on  o f  the  Am ended  Regu l a t i ons cam e i n to  fo rce  upon  pub l i ca t i on
i n  the  Canada  Gaze t te on  June  29 ,  2016  and  a  po rt i on  wi l l  com e i n to  fo rce  one  year l a te r on  June  17 ,  2017 .  In  add i t i on ,  the  Fi nanci a l  T ransact i ons
and  Report i ng  Ana l ysi s Cen tre  o f  Canada  (FINT RAC) has pub l i shed  a  new Gu i de l i ne  en t i t l ed  Methods to  asce rta i n  the  i den t i ty o f  i nd i vi dua l
cl i en ts  ("New Gu i de l i ne " ).

Se t  fo rth  be l ow i s a  b ri e f  sum m ary o f  ce rta i n  si gn i f i can t  e l em en ts o f  the  Am ended  Regu l a t i ons and  the  New Gu i de l i ne .  

Amended Regulations

T he  Am ended  Regu l a t i ons a re  i n tended  to  upda te  and  streng then  the  l eg i sl a t i on  to  com bat m oney l aunderi ng  and  te rro ri st  f i nanci ng  act i vi t i es.  T hey
adop t  new approaches to  KYC due  d i l i gence  requ i rem en ts,  a i m  to  cl ose  pe rce i ved  gaps i n  Canada 's an t i -m oney l aunderi ng /an t i -te rro ri st  f i nanci ng
reg i m e , to  i m prove  com p l i ance ,  m on i to ri ng  and  en fo rcem ent e ffo rts,  and  to  st reng then  Canada 's AM L/AT F i n fo rm at i on  shari ng  reg i m e .

Po l i t i ca l l y Exposed  Persons

T he  Am ended  Regu l a t i ons wi l l  upda te  due  d i l i gence  requ i rem en ts regard i ng  custom ers when  dea l i ng  wi th  po l i t i ca l l y exposed  pe rsons.  As am ended ,
the  regu l a t i ons wi l l  p rescri be  the  ci rcum stances under wh i ch  a  report i ng  en t i ty m ust  m ake  a  de te rm i na t i on  tha t  a  cl i en t  i s a  dom est i c po l i t i ca l l y
exposed  pe rson  o r the  head  o f  an  i n te rna t i ona l  o rgan i za t i on ,  o r a  cl ose  associ a te  o r fam i l y m em ber o f  such  a  pe rson ,  and  the  m easures to  be  taken  as
a  resu l t  (such  as ob ta i n i ng  i n fo rm at i on  on  sources o f  funds and  requ i ri ng  sen i o r m anagem ent approva l  to  keep  an  accoun t  open).  T he  cu rren t
regu l a t i ons con ta i ned  requ i rem en ts on l y wi th  respect  to  po l i t i ca l l y exposed  fo re i gn  pe rsons.

T he  Am ended  Regu l a t i ons wi l l  a l so  requ i re  report i ng  en t i t i es to  pe ri od i ca l l y de te rm i ne  whe the r exi st i ng  accoun t  ho l de rs a re  po l i t i ca l l y exposed  fo re i gn
persons,  where  such  a  de te rm i na t i on  has no t  a l ready been  m ade . Fu rthe r,  the  Am ended  Regu l a t i ons wi l l  extend  the  t i m e  wi th i n  wh i ch  a  report i ng  en t i ty
m ust  m ake  a  de te rm i na t i on  tha t  a  cl i en t  i s a  po l i t i ca l l y exposed  fo re i gn  pe rson  f rom  14  days to  30  days.  T h i s am endm ent a l i gns wi th  the  m easures fo r
po l i t i ca l l y exposed  dom est i c pe rsons and  heads o f  i n te rna t i ona l  o rgan i za t i ons.  T hese  changes com e i n to  e ffect  on  June  17 ,  2017 .

Custom er In fo rm at i on  Requ i rem en ts

T he  Am ended  Regu l a t i ons wi l l  cl a ri fy the  type  o f  custom er i n fo rm at i on  tha t  report i ng  en t i t i es m ust  ob ta i n  and  keep  as pa rt  o f  the  due  d i l i gence  p rocess
regard i ng  custom ers.  Under the  Am ended  Regu l a t i ons,  reco rds tha t  m ust  be  kep t  wi th  respect  to  a  cl i en t 's cred i t  f i l e  (i .e . ,  a  f i l e  re l a ted  to  a  l end i ng
product).  T hese  am endm ents repea l  the  de f i ned  te rm  "cl i en t  cred i t  f i l e "  and  i nstead  l i st  the  re l evan t  types o f  i n fo rm at i on  tha t  m ust  be  m a i n ta i ned ,
when  they a re  re l evan t  to  the  cl i en t  cred i t  a rrangem ent under consi de ra t i on .  T hese  changes com e i n to  e ffect  on  June  17 ,  2017 .

Cl i en t  Iden t i f i ca t i on  — Am ended  Regu l a t i ons and  Gu i de l i nes

T he  Am ended  Regu l a t i ons upda te  the  exi st i ng  l i st  o f  m e thods tha t  report i ng  en t i t i es m ust  use  to  ve ri fy the  i den t i ty o f  the i r cl i en ts.  T he  new perm i t ted
m ethods a re  m ore  f l exi b l e  and  a l l ow fo r a  b roader range  o f  re l i ab l e  and  i ndependen t  sou rces to  be  used .  In  pa rt i cu l a r,  the  am endm ent i den t i f i es the
speci f i c types o f  sou rces tha t  a re  deem ed re l i ab l e  enough  to  be  used  on  a  standa l one  basi s (e .g . ,  governm ent-i ssued  pho to  i den t i f i ca t i on  docum ents),
and  b road l y a l l ow o the r types o f  sou rces tha t  a re  re l i ab l e  and  i ndependen t  to  be  re fe rred  to  on  a  dua l -m e thod  basi s (i .e . ,  i n  com b i na t i on ).  T he  l a t te r
ca tegory i s no t  p rescri p t i ve  and  wi l l  p rovi de  f l exi b i l i ty fo r report i ng  en t i t i es to  consi de r va ri ous sources tha t  a re  no t  cu rren t l y accep ted  (e .g . ,  a  No t i ce  o f
Assessm ent i ssued  by the  Canada  Revenue  Agency).  T he  Am ended  Regu l a t i ons i ncl ude  a  t ransi t i ona l  ru l e  wh i ch  wi l l  a l l ow report i ng  en t i t i es a
transi t i ona l  pe ri od  fo r the  next  yea r to  use  e i the r the  m ethods descri bed  i n  the  Am ended  Regu l a t i ons o r the  m ethods consi sten t  wi th  the  p ri o r ve rsi on  o f
the  Regu l a t i on .

T he  New Gu i de l i ne  m akes cl ea r tha t  as o f  June  17 ,  2017 ,  th i s t ransi t i ona l  yea r wi l l  end  and  report i ng  en t i t i es wi l l  be  requ i red  to  app l y the  m ethods
l i sted  i n  the  Am ended  Regu l a t i ons and  descri bed  i n  the  New Gu i de l i ne  to  asce rta i n  the  i den t i ty o f  cl i en ts.  T he  New Gu i de l i ne  a l so  m akes cl ea r tha t  i f
a  report i ng  en t i ty has a l ready asce rta i ned  the  i den t i ty o f  cl i en ts acco rd i ng  to  the  regu l a t i ons tha t  were  i n  fo rce  a t  tha t  t i m e ,  the  report i ng  en t i ty i s no t
requ i red  to  do  so  aga i n  as a  resu l t  o f  these  changes.  Am ong  o the r th i ngs,  the  New Gu i de l i ne  a l so  cl a ri f i es when  a  report i ng  en t i ty can  re l y on  an  agen t
o r m anda to ry,  o r ano the r en t i ty to  asce rta i n  the  i den t i ty o f  cl i en ts.

T he  Am ended  Regu l a t i ons expand  the  de f i n i t i on  o f  a  si gna tu re  to  m ore  b road l y i ncl ude  e l ectron i c si gna tu res,  wh i ch  wou l d  faci l i ta te  accoun t  open i ngs
i n  a  non-face -to -face  envi ronm ent.  Fu rthe r,  the  Am ended  Regu l a t i ons l i m i t  the  dup l i ca t i on  o f  i den t i ty ve ri f i ca t i on  e ffo rts.  As am ended  the  exi st i ng
exem pt i on  f rom  ascerta i n i ng  the  i den t i ty o f  a  cl i en t  where  the  cl i en t  i s recogn i zed  by vo i ce  (e .g . ,  te l ephone) o r si gh t  (e .g . ,  i n  pe rson  o r th rough  vi deo
con fe renci ng ) i s extended  to  m ore  b road l y cap tu re  o the r fo rm s o f  recogn i t i on  (such  as d i g i ta l l y,  where  a  cl i en t  l ogs i n  on l i ne ).  Fu rthe r,  as am ended , a
report i ng  en t i ty tha t  re l i es on  an  agen t  (e .g . ,  deposi t  b roke r) to  ve ri fy cl i en t  i den t i ty on  i ts beha l f  wi l l  be  ab l e  to  use  i den t i f i ca t i on  m easures tha t  were
previ ousl y undertaken  by tha t  agen t  on  beha l f  o f  ano the r report i ng  en t i ty o r i tse l f  wi th  respect  to  the  sam e cl i en t .

Cl osi ng  Gaps

T he  Am ended  Regu l a t i ons cl ose  gaps i n  Canada 's an t i -m oney l aunderi ng  and  an t i -te rro ri st  f i nanci ng  reg i m e . T he  regu l a t i ons l i st  the  e l em en ts tha t
shou l d  be  consi de red  i n  a  report i ng  en t i ty's ri sk assessm ent.  Added  to  th i s l i st  i s a  requ i rem en t fo r report i ng  en t i t i es to  assess and  docum ent the  ri sks
posed  by the  i m pacts o f  new deve l opm ents and  techno l og i es on  the  exi st i ng  ri sk assessm ent cri te ri a  (e .g . ,  busi ness re l a t i onsh i ps,  p roducts,  de l i ve ry
channe l s o r geograph i c l oca t i ons).  T h i s change  com es i n to  e ffect  on  June  17 ,  2017 .



In  add i t i on ,  report i ng  ob l i ga t i ons have  been  cl a ri f i ed  and  a  p ri o r exem pt i on  regard i ng  report i ng  cash  t ransact i ons o f  $10 ,000  o r m ore  i n  the  l i fe
i nsu rance  secto r fo r p roduct  pu rchases where  the  source  o f  funds i s no t  easi l y i den t i f i ab l e  has been  e l i m i na ted .  T h i s change  com es i n to  e ffect  on  June
17 ,  2017 .

Com p l i ance

T he  Am ended  Regu l a t i ons seek to  i m prove  com p l i ance ,  m on i to ri ng  and  en fo rcem ent e ffo rts.  Report i ng  en t i t i es a re  now requ i red  to  keep  a  reco rd  o f  any
" reasonab l e  m easures"  they have  taken  i n  cases where  they were  unab l e  to  asce rta i n ,  estab l i sh  o r de te rm i ne  the  i n fo rm at i on  speci f i ed .  T h i s change
com es i n to  e ffect  on  June  17 ,  2017 .

T he  exi st i ng  l i st  o f  p rovi si ons fo r wh i ch  FINT RAC can  i ssue  an  adm i n i st ra t i ve  m one ta ry pena l ty have  a l so  been  upda ted .

In  add i t i on ,  the  Am ended  Regu l a t i ons seek to  st reng then  i n fo rm at i on  shari ng  i n  the  reg i m e . Am ong  o the r th i ngs,  they requ i re  report i ng  en t i t i es i n  a
f i nanci a l  cong l om era te  to  take  i n to  consi de ra t i on  the  ri sks resu l t i ng  f rom  the  act i vi t i es o f  the i r a ff i l i a tes as pa rt  o f  the i r com p l i ance  p rog ram s. T h i s
change  com es i n to  e ffect  on  June  17 ,  2017 .

Fi na l l y,  the  Am ended  Regu l a t i ons a l so  cl a ri fy tha t ,  where  a  securi t i es dea l e r i s a  report i ng  en t i ty under the  Act ,  any b roke rs em p l oyed  by tha t  secu ri t i es
dea l e r wou l d  no t  be  consi de red  report i ng  en t i t i es i n  the i r own  ri gh t .  T here fo re ,  a l though  the  b roke rs wou l d  be  requ i red  to  ab i de  by the  com p l i ance
program  o f  the i r secu ri t i es dea l e r em p l oye r,  they wou l d  no t  be  requ i red  to  m a i n ta i n  the i r own  com p l i ance  p rog ram . T h i s change  cam e i n to  e ffect  on
June  29 ,  2016 .

Final Comments

Report i ng  en t i t i es wi l l  need  to  revi ew the  Am ended  Regu l a t i ons ca re fu l l y to  ensure  tha t  the i r com p l i ance  p rog ram s a re  co rrect l y a l i gned  wi th  the  new
and  m od i f i ed  requ i rem en ts.

We a re  con t i nu i ng  to  revi ew the  Am ended  Regu l a t i ons and  the  New Gu i de l i ne  and  wi l l  repo rt  fu rthe r i f  we  i den t i fy any m atte rs tha t  we  be l i eve  shou l d
be  especi a l l y h i gh l i gh ted .  A t  the  sam e t i m e  we  a re  worki ng  wi th  m any cl i en ts on  AM L/AT F com p l i ance  re l a ted  m atte rs and  a re  happy to  sha re  ou r
com p l i ance  expert i se  whenever requested .
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