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NEW ANTI-MONEY LAUNDERING RECOMMENDATIONS
FOR BRITISH COLUMBIA CASINOS
by Michael D. Lipton, Q.C,, Kevin J. Weber, and Chantal A. Cipriano

On December 5,2017, following an internal government review
of the casino sector after allegations of transnational money
laundering and illicit cash transactions in gaming facilities in
the Lower Mainland, British Columbia (“B.C"), the provincial
government of B.C. recommended two new anti-money
laundering regulations applicable to B.C. casinos.

The first recommendation requires any gambler who
exchanges $10,000 or more in cash, cash equivalents, or bearer
bonds to provide identification and, at a minimum, declare the
source of the funds, the account the cash came from, and the
financial institution in which the money was held. The casino
will be required to record this information in a “Source of Funds
Declaration”In addition, after two consecutive transactions, the
British Columbia Lottery Corporation will be required to review
the transaction and apply a greater level of scrutiny in analyzing
whether the funds are from a suspicious source. Although the
exact process of verifying the cash has yet to be determined,
casinos will be required to deny a third transaction until this
review is completed.

The second recommendation requires provincial regulators
from the Gaming Policy Enforcement Branch (“GPEB”) to be on
site at high-volume and high-gaming limit casinos at all times.
Previously, these provincial regulators were only required to be
on site at casinos during regular business hours. Regulators will
be expected to assist casino operators in identifying suspicious
cash transactions, enforcing anti-money laundering protocols,
and ensuring that the B.C. Gaming Control Act is complied with.

According to the Attorney General of B.C., the provincial
government will continue to consider further anti-money
laundering regulations and will implement any regulation
necessary to better detect, monitor, and eliminate suspicious
cash transactions.

Several burning questions remain:
1. Will other provinces follow in B.C's footsteps? It would be

rare to so publicly have one province with higher anti-
money laundering standards than other provinces.
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2. What will likely be the effect on casino revenues with this
higher standard? The recommendations may drive away
high-roller gamblers with legitimate funds who gamble as
a source of entertainment.

An update on this topic will be provided in a future newsletter.

Michael Lipton and Kevin Weber are Partners and Chantal Cipriano
is an Associate in Dickinson Wright's Toronto office. Chantal can
be reached at 416.646.6864 or ccipriano@dickinsonwright.com.
See the masthead for the contact information of the other authors.

CANADIAN REPORTING
CANNABIS ACTIVITIES
by Michael D. Lipton, Q.C,, and Chantal A. Cipriano

ISSUERS WITH U.S.-RELATED

Note the terms cannabis and marijuana are used interchangeably
throughout this article.

The House of Commons has passed the third reading related
to the Cannabis Act (the “Act”). Scheduled to come into force
no later than July 2018 (subject to Parliamentary approval and
Royal Assent), the new law will permit the recreational use of
cannabis and sets out the provisions to regulate its possession,
production, distribution, and sale. The Act is in addition to the
existing Access to Cannabis for Medical Purposes Regulations
under the Controlled Drugs and Substances Act, which, subject
to some coordinating amendments with the Act, will remain in
force.

The push by the federal government to have its cannabis
legislation in place by July 2018 has left provincial governments
and industry regulators scrambling to draft their own legislation
and guidelines. In the haste to legislate cannabis in Canada, a
glaring concern remains for industry participants and investors:
cannabis continues to be a prohibited substance under U.S.
federal law but is permitted under certain state laws that have
legalized cannabis-related activities.

This, in turn, has left Canadian reporting issuers with U.S.-
related cannabis activities uncertain of their treatment by the
Canadian Securities Administrators (“CSA”) and the Toronto
Stock Exchange (“TSX"). To complicate matters further, the
Department of Justice issued guidance in 2013 that it would not
generally enforce the federal prohibitions of any U.S. state that

has authorized marijuana activity through enforcement of their
own narcotics laws so long as such states have implemented
a strong and effective regulatory framework. However, the
federal guidance is subject to change, rescission, or alteration
at any time. In the event the U.S. federal prohibition is enforced,
there could be material consequences for an issuer with U.S.
marijuana-related activities, including prosecution and asset
seizure.

CSA

In CSA Staff Notice 51-352, Issuers with U.S. Marijuana-
Related Activities, the CSA has acknowledged that while most
jurisdictions have a uniform national framework for marijuana
regulation, there remains a conflict between U.S. state and
federal law.

Securities regimes across Canada are primarily disclosure-based.
Disclosure must be timely and accurate to ensure that material
facts and risks are presented fairly in order for investors to make
informed investment decisions. The CSA takes a disclosure-
based approach premised on the assumption that marijuana-
related activities are conducted in compliance with the current
laws and regulations of a U.S. state where such activities are
legal. The Staff Notice outlines the specific disclosure necessary
to fairly present all material facts, risks, and uncertainties
and imposes disclosure requirements according to the
following categories: (i) all issuers with U.S. marijuana-related
activities; (ii) U.S. marijuana issuers' with direct involvement
in cultivation or distribution;? (iii) U.S. marijuana issuers with
indirect involvement in cultivation or distribution;* and (iv) U.S.
marijuana issuers with material ancillary involvement.*

The CSA expects that disclosures and any risks be evaluated
and monitored on an ongoing basis and amended and
communicated as necessary immediately to investors in public
filings. U.S. marijuana issuers who do not provide appropriate
disclosure may be subject to receipt refusal in the context
of prospectus offerings, requests for restatements of non-
compliant filings, and referrals for appropriate enforcement
action.

The CSA has stated that if an exchange lists a U.S. marijuana
issuer that discloses the risks in accordance with the Staff
Notice, the listing does not change the treatment of the issuer’s
marijuana-related activities under U.S. federal law.
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TSX

The TSX is aware that a number of U.S. states have legalized the
cultivation, distribution, or possession of marijuana to varying
degrees and subject to various conditions. However, the TSX
has noted that marijuana remains a Schedule | drug under
the U.S. federal Controlled Substances Act, which means it is
illegal under U.S. federal law to cultivate, distribute, or possess
marijuana in the U.S. Moreover, financial transactions involving
proceeds generated by or intended to promote marijuana-
related business activities in the U.S. could form the subject for
a prosecution under U.S. federal money laundering legislation.

Issuers with ongoing business activities that violate U.S. federal
law are not complying with the TSX Company Manual as
indicated in Staff Notice 2017-00009. Business activities may
include (i) direct or indirect ownership or investment in entities
engaged in activities related to the cultivation, distribution, or
possession of marijuana in the U.S.; (ii) commercial interests
or arrangements with entities engaged in activities related
to the cultivation, distribution, or possession of marijuana in
the U.S. that are similar to ownership of or investment in such
entities; (iii) providing services or products that are designed
for or targeted at entities engaged in activities related to the
cultivation, distribution, or possession of marijuana in the
U.S,; or (iv) commercial interests or arrangements with entities
engaging in the business activities described in (iii). The
business activities in (iii) and (iv) are referred to as Ancillary
Services Activities.

In the context of the TSX’s continued listing review of listed
issuers in the marijuana sector, TSX expects to group issuers
into two categories:

1. Category 1 is composed of issuers with business activities
that involve the cultivation, distribution, or possession of
marijuana in any jurisdiction.

2. Category 2 is composed of issuers that do not cultivate,
distribute, or possess marijuana but appear to be engaging
in Ancillary Services Activities.

TSX has determined that issuers operating in violation of
U.S. federal law are not acting in compliance with TSX listing
requirements. Accordingly, TSX may exercise its discretion to

initiate a delisting of issuers engaged in such activities under
Part VIl of the TSX Company Manual.

Gaming and Cannabis

The Nevada Gaming Commission has taken the position that
as long as marijuana is illegal under U.S. federal law, gaming
licensees must not have any involvement with or participate in
the marijuanaindustry — doing so would violate the requirement
for licensees to obey all laws, including federal laws.

The proposed cannabis legislation in Canada contemplates
each province regulating marijuana-related activities. Under
the proposed Cannabis Act, the federal government would
generally be responsible for setting conditions and licensing
the cultivation and manufacture of cannabis and its related
products, while provinces and territories will generally be
responsible for regulating their distribution and retail sale.
In Ontario, the regulator will be the Alcohol and Gaming
Commission of Ontario (“AGCO”").

In our assessment, and unlike the position in Nevada, we believe
AGCO will not object to any gaming registrant or qualifier
participating in a legal marijuana program stipulated by federal
legislation if enacted in July 2018. However, in a jocular vein,
we very much doubt that AGCO will be renamed as “Alcohol,
Gaming, and Marijuana Commission of Ontario.”

An update on this matter will be presented in afuture newsletter.

' U.S. marijuana issuers are those that have or are in the process
of developing marijuana-related activities in U.S. states where
such activity has been authorized.

2 Direct industry involvement arises when an issuer or a
subsidiary that it controls is directly engaged in the cultivation
or distribution of marijuana in accordance with a U.S. state
license.

3 Indirect industry involvement arises when an issuer has a non-
controlling investment in an entity who is directly involved in
the U.S. marijuana industry.

* Ancillary industry involvement arises when an issuer provides
goods and/or services not limited to financing, branding,
recipes, leasing, consulting, or administrative services to third
parties directly involved in the U.S. marijuana industry.
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DON’'T OVERLOOK YOUR PROPERTY TAXES THIS HOLIDAY
SEASON
by Mark Lansing and Jennifer Gaynor

It's that magical time of year... when property tax valuations
for the next fiscal year are mailed out all over the land. Don't
be naughty and ignore these notices, because property taxes
represent some of the most significant operating costs facing
businesses today, and the deadlines for appeals of these
valuations are often early in the New Year.

For example, in Nevada, property owners have only
approximately 30 days from the date they receive their
valuation notifications in mid-December to the deadline for
property tax valuation appeals to be filed on January 15 (or the
next business day if it is a weekend or holiday).

Dickinson Wright's property tax attorneys assist clients
with management of property taxes and valuation appeals
nationally, including in Arizona, Connecticut, Florida, District
of Columbia, Kentucky, Maine, Maryland, Massachusetts,
Michigan, Mississippi, Nevada, New Hampshire, New Jersey,
New York, North Carolina, Ohio, Oklahoma, Tennessee, Texas,
Vermont, and Virginia. Therefore, we are fully familiar with each
locality’s abatement practices, requirements, and dates. Along
these lines, we note the following upcoming deadlines for
property tax valuation appeals:

+  Maryland: 12/31/2017 (unless new assessment cycle, then
45 additional days or 2/15/2018)

+  Nevada: 1/15/2018

+  Massachusetts: 2/1/2018

«  Connecticut: 2/15/2018

«  Delaware: 2/15/2018

«  Virginia, Ohio, and Washington, D.C.: 3/31/2018

+  Arizona, Mississippi, and New Jersey: 4/1/2018 (Arizona
also permits direct filing in court by 12/31/2017)

Itis crucial not to miss these appeal deadlines, or your business
could be stuck paying too-high property taxes on an over-
valued property for the entire next year to come, with no chance
to rectify the situation until 2019. Our tax attorneys can tell
you many a story about clients who come to us for help when
they receive their tax bills mid-year (for example, in Nevada the
2018-2019 property tax bills will go out in July 2018), without
realizing that their window of opportunity to challenge the

too-high valuations that their property taxes are based on had
closed months earlier.

So when you receive your property tax valuations in the mail
this holiday season, don't just toss them in a “to-do-later” pile
- check them twice and give our team a call if you have any
questions about your valuation or appeal rights and deadlines.

Mark Lansing is a Member in Dickinson Wright's Washington,
D.C. office, and Jennifer Gaynor is a Member in the Las Vegas
office. Mark can be reached at 202.466.5964 or mlansing@
dickinsonwright.com. Jennifer can be reached at 702.550.4462 or
jgaynor@dickinsonwright.com.
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