BRITISH

| COLUMBIA
The Best Place on Earth Know your limit, play within it.
Confidential
Mr. Gordon Friesen November 24th, 2010

Manager, Casino Security and Surveillance

British Columbia Lottery Corporation 5
10760 Shellbridge Way

Richmond, B.C. V6X3P8

Re: Money Laundering in Casinos

Dear Gord,

Recently we have begun to see a dramatic increase in the amounts of small denomination
Canadian currency used for large buy-ins by LCT patrons within Lower Mainland Casinos.
Although there have been numerous similat suspicious currency transactions, one particular LCT
patrons play over a 4 week period at the Starlight Casino illustrates the magnitude of this
situation. This Division, the Branch, and the RCMP are very concerned about the potential

money laundering by patron S22 in BC casinos.

10-08-31 |
s22  Buys in with $200,000 in Canadian currency, $198,000 of which is in $20
denominations.

10-09-01

s.2 buys in with $100,000 in Canadian currency, $94,000 of which is in $20 denominations.
i%-ogﬁgi in with $190,000 in Canadian currency, all in $20 denominations.

ﬁ-ogz;gi in with $200,000 in Canadian cutrency, all in $20 denominati‘ons.

lsgglgt;gi in with $100,000 in Canadian currency, all in $20 denominations.

1°z°§u§’§ in for $150,000 in Canadian currency, all in $20 denominations.

1502031_132 in for $250,020 in Canadian currency, $227,020 which is in $20 denominations.
152_01?;1{;2 in for $100,000 in Canadian currency, all in $20 denominations.

ig 01?{13? i for $200,000 in Canadian currency, the denominations are not known.

15{;-031-12'2 in for $158,000 in Canadian currency, all in $20 denominations.
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10-09-09
s.22 buys in for $200,000 in Canadian currency, all in $20 depominations.
10-09-10
S22 buys in for $100,000 in Canadian currency, all in $20 denominations
10-09-11
S22 buys in for $200,000 in Canadian currency, all in $20 denominations
10-09-13
22 buys in for $43,000 in Canadian currency, $40,000 was in $20 denominations,
10-09-14
S22 byys in for $150,000 in Canadian currency, all in $20 denominations.
10-09-16
$-22 puys in for $150,000 in Canadian currency, $62,000 was in $20 denominations,
10-09-20
s22 produces and looses $280,000 in chips, He leaves the casino and returns to buy in 24
minutes later for $60,000 in Canadian currency, all in $100 denominations.
10-09-21
s22 Jooses $260,000 in chips and $70,000 in Canadian currency, denominations are not known.
s.22 was mei by a vehicle in front of the casino and takes an object from the trunk and returns to
the casino, s.2 . buys in for an additional $325,000 in chips, which he eventually looses.
10-09-25
22 buys in for $200,020 in Canadian currency, all in $20 denominations.
10-09-26
22 buys in for $150,000 in Canadian currency, all in $20 denominations.
10-09-29
22 buys in for $140,000 in Canadian currency, $138,900 of which was in $20 denominations.

The total buy-ins fors-22 during this period are $3,111,040, of which $2,657,940 are in $20
denomination, This fotal does not include any buy-ins he had with value chips. Not included in
these total are 22 buy~ins for his play at the Starlight Casino in August, which totaled
$808,000 in Canadian currency, all in $20 denominations, That would bring his two month total
buy-ins consisting of $20 denominations to $3,465,940.

As previously noted, %22 is not an isolated case and we have seen numerous similar large buy-
ins with small denominations at numerous casino venues in the province. It typically involves
well known LCT patrons that play baccarat and arrive with cash as a buy-in. Two questions that
arise from this example; Why are these $20 denominations not being taken to a banking facility
by$??2 Whyisn’ts2 using the PGF account or being forced by the service provider and BCLC
to use the PGF account?

Senior Director Joe Schalk and the writer met recently with the Officer In Charge, RCMP
Integrated Proceeds of Crime Unit (IPOC), and they are well aware of this issue and are
seriously concerned that the casinos are being used as a method to launder large sums of money

for organized crime groups, 15516 \
s.15,5.16 |
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Both the service providers and BCLC are, in this instance, meeting the reporting requirements
that are legally placed on them by FINTRAC. They are also meeting the requirements of GPEB
" in relation to Section 86 (real or suspected criminal activity) of the Gaming Control Act, as well
as advising IPOC of these suspicious cash transactions. However, although identifying the
suspicious nature of these transactions and complying with the legal requirements to report
suspicious criminal activity (money laundering) to the police and regulatory agencies you
continue to allow the service providers to take these large amounts of $20 denominations in
duffle bags, paper bags, etc. fo be used for gambling in the casinos. BCLC is responsible for the
conduct and managing of casino gammg in British Columbia through standard operating
procedures and we believe, at a minimum, as a good corporate citizen you should re-assess your
corporate responsibility in allowing these large amounts of $20 denominations to enter the casino
gaming environment. A restriction of allowing a maximum of $10,000 in $20 denominations
could remedy the situation.

The conduct and manage mandate of BCLC has a direct correlation to maintaining the integrity
of gaming in the province. We believe that BCLC needs to seek solutions to the obvious, and
increasing, money laundering that is occurring, particularly involving the flood of small
denomination currency, within BC casinos.

Sincerely,

Derek Dickson

Director, Casino Investigations, LMD

Gaming Policy and Enforcement Branch
Gaming Enforcement

Ministry of Public Safety and Solicitor General

CC: Derek Sturko, Assistant Deputy Minister and General Manager
Terry Towns, Vice President, Corporate Security and Compliance
Larry Vander Graaf, Executive Director, Investigations and Regional Operations, Gaming

Enforcement

Joe Schalk, Senior Dlrector, Invesngatmns and Reglonal Director LMD, Gammg

Enforcement
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BRITISH
COLUMBIA
The Best Place on Earth Know your limit, play within it.

28 February, 2011

Mr. Gordon Friesen

Manager, Casino Security and Surveillance
BCLC Corporate Security and Compliance
British Columbia Lottery Corporation

Re: Money Laundering in British Columbia Casinos

Dear Gordon:

Further to the letter from Derek Dickson of 24 November, 2010 and the response from John
Karlovecec dated 24 December, 2010 please be advised as follows.

Our correspondence made reference to the $.22 case not being an isolated case and that
there were then, and continue 1o be, an alarming increase in similar large buy-ins with small
denominations by a significantly large number of patrons at various casino venues in the
Province. The number of files generated by required reporting from these venues, and what
could only be considered staggering quantities of cash, predominately in $20.00 currencies, is a
?Suge integrity of gaming issue and must be addressed. $-13

s.13 Banking establishments throughout Canada could not and would not take these
amounts of small denomination bills and we do not believe Casinos should either, for the same
reasons Banks will not — because these large amounts of small denomination currencies are
suspicious, likely the proceeds of crime and very likely being used in the facilitation of, if not the
direct laundering of those proceeds of crime. In a significant number of specific cases, the Police
believe the laundering of proceeds of crime is taking place. Experts in money launderin g matters
in the Police community have said the same thing publicly and privately to GPEB and BCLC

personnel.$1
s.15
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BCLC has repeated for many years that they have/are instituting a “rigorous anti-money
laundering strategy in an effort to mitigate money laundering risk.” However, just over the past
10 months, reported incidents of Suspicious Currency Transactions and Money Laundering have
more than tripled over the previous year. We believe those statistics underline the seriousness of
the issue we are dealing with. These strategies appear to have been ineffective to date.

The Player Gaming Fund account (PGF account) was brought in over a year ago at the strong
behest of BCLC, 8-135.15
$.13,5.15 - -

S5.10,5. 19

Stopping the flow of large quantities of small denomination ($20.00
bills) into the Casino would indirectly force a non-criminal, high limit patron to use either a
certified financial institution bank draft direct or indirectly to the casino through the PGF
account, to insure the integrity of funds used in gaming venues is preserved. $1922

s.15,5.22

s.15,5.22 L : c e . .
There could or may be a significant difference between what a

person “states” and what is real. Again, one of the principles embedded in the PGF account was
similar to what Canadian Financial Institutions hold to; that being the rule of Know Your
Customer. Financial Institutions do not simply go by way of what a person “states™.

Large quantities of $20.00 bill denominations will continue to be and are at present properly
reported to the various authorities as “Suspicious Currency”, both by the service provider and
BCLC. Patrons using these large quantities of $20.00 currency buy-ins may not in some,
certainly not all cases, be directly involved with or themselves be criminals. Regardless of
whether they win or lose all of the money they buy in with, we believe, in many cases, patrons
are at very least FACILITATING the transfer of and/or the laundering of proceeds of crime.
Those proceeds may have started out 2 or 3 persons or groups removed from the patron using
these instruments to play in the casino. Regardless, money is being laundered. The end user, the
patron, MUST STILL pay back all of the monies he/she receives in order to facilitate his buy-in
with $20.00 bills and for the person on the initial start of the facilitation process, the money is
being laundered for him/her, through the use of the gaming venue.

[f the flow of large quantities of small denomination cash is not stopped at the casino cash cage
with those monies being refused, the integrity of gaming will continue to be jeopardized. This
threat will increase into the future if something is not done. The dramatic increase in the reports
as noted and the most recent media reports on these issues, underline the significance of this
concern. Again, we ask that BCLC work to explore available options to find a solution to this
significant threat that is constant and increasing in rapidity and volume.
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CC: Sue Birge, Acting Assistant Deputy Minister and General Mai.ager
Terry Towns, Vice President, Corporate Security and Intelligence
Larry Vander Graaf, Executive Director. Investigations and Regional Operations, Gaming
Enforcement
Derek Dickson, Director of Casino Investigations, Gaming Enforcement
John Karlovcee, Assistant Manager, Casino Security and Surveillance, Corporate Security
and Compliance
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