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New Reporting Obligations for Real Estate
Developers and Brokers

Approximately half of all known money-laundering cases in Canada contain a
real estate component. Real estate developers and brokers are therefore at risk of
being inadvertently exposed to money-laundering. For this reason, the Financial
Transactions and Reports Analysis Centre of Canada (“FINTRAC”) has
instituted new requirements aimed at preventing money-laundering under the
Proceeds of Crime (Money-laundering) and Terrorist Financing Act, S.C. 2000,
c. 17 (the “Act”). FINTRAC is the independent agency that administers the Act.

Effective February 20, 2009, real estate developers and brokers must comply
with new record-keeping, reporting, client identification and compliance
requirements aimed at preventing money-laundering. Failure to comply with the
Act’s requirements may lead to criminal charges or administrative monetary

penalties up to $500,000.00.
Developer Obligations
1.  Areyou a “developer”?

The Act defines a developer as an individual or entity, other than a real estate
broker or sales representative, who in any calendar year after 2007 has sold “a
property” to the public on one’s own behalf or on behalf of a subsidiary or an

affiliate. “A property” is defined as:

at least five new houses or condominium units; or
e at least one new commercial or industrial building; or

e at least one new multi-unit residential building that contains five or more

residential units; or

e at least two new multi-unit residential buildings that together contain five or

more residential units.



If you fall within the definition of a developer, you must comply with the record-keeping and reporting
obligations when you sell a new house, condominium unit, new commercial or industrial building or a

new multi-unit residential building (each being defined as a property) to the public.
You will not have to comply with these requirements if:
» you are developing and selling bare land, or

» you have retained a real estate broker or licensed real estate agent to sell property on your behalf.

2 Record-keeping, Reporting, Client Identification and Compliance Regime
a. When do you need to record funds?
Generally, you must record funds you receive when:
» you sell property as described above and
» you are involved in certain “large cash transactions”.
b. Record-keeping and Client Identification Procedures
When selling property, you must:

» Keep a ‘receipt of funds’ record for every amount you receive, from any party, in the course

of a single transaction, unless you receive the funds from a financial entity or public body.

» Ensure the receipt of funds record contains the amount and currency of the funds, the purpose
for which funds were received, details of the transaction, account numbers and, if the funds
are received in cash, details on how those funds arrived, including any circumstances

considered “unusual”.

» Ascertain the identity of every person conducting the transaction, or contributing funds to the

purchase at the time the contract of purchase and sale is executed.

» Keep an information record for each purchaser, whether an individual, corporation or other

entity:

o If the purchaser is an individual, obtain the purchaser’s name and address, date of birth,

and the nature of the principal business or occupation.






