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Dear Sirs/Madams:

Re: Beneficial Ownership Transparency Consultations:  Canada and British Columbia

The CLHIA is a voluntary association with member companies which account for 99 per cent
of Canada's life and health insurance business. The life and health insurance industry is a
significant economic and social contributor in Canada. It protects almost 29 million Canadians
and makes $98 billion a year in benefit payments to residents in Canada (of which 90 per cent
goes to living policyholders as annuity, disability, supplementary health or other benefits and
the remaining to beneficiaries as death claims). In addition, the industry has more than $850
billion invested in Canada's economy.  In total, 103 life and health insurance providers are
licensed to operate in Canada

The industry also makes significant contributions in British Columbia.  It protects about 3.5
million British Columbia residents and makes over $10 billion a year in benefit payments to
them. In addition, the industry has $80 billion invested in the province’s economy. A large
majority of life and health insurance providers are licensed to operate in British Columbia,
with two headquartered in the province.
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CLHIA appreciates the opportunity to provide input into consultations on beneficial
ownership.  Given the similarity between the B.C. and federal proposals, including the
considerations involved, we have prepared a joint response to both consultations.

Background

The life and health insurance industry supports the establishment of a beneficial ownership
registry or other method to access beneficial ownership information.  As a reporting entity
under the Proceeds of Crime (Money Laundering) and Terrorist Financing Act (the “Act”),
insurers are required to collect information on corporations, trusts and partnerships,
including beneficial ownership and a description of the ownership, control and structure of
the entity.

Currently, insurers have lengthy sections on their application forms where they gather the
required information.  The introduction of a beneficial ownership registry could streamline
interactions with clients (who often need clarification of the questions they are being asked)
by allowing the insurer to obtain information behind the scenes with minimal or no client
involvement.  In addition, a registry with robust security features could provide better
protection of client information compared with current forms of information transfer.

Our industry also supports the development of a registry because we believe that
transparency of corporate ownership will help with the deterrence, detection, investigation
and prosecution of money laundering, terrorist financing, tax evasion, fraud, political
corruption and other sinister uses of corporations.  This ensures the integrity of Canada’s
financial system and prevents the deleterious effects of money laundering and other crimes.

A registry would also promote efficiency.  At present, every reporting entity must verify the
identity of its entity clients, and can only rely on identification conducted by another party in
limited circumstances.  In practice, this means that each institution is duplicating the efforts
of others who may be onboarding the same legal entity.

We also believe that the proposed corporate registry should be simple to use, modern and
sufficiently flexible to accommodate new technologies, including, potentially, new forms of
digital identification.

It is of paramount importance that the registry contain reliable, accurate, complete and
current information on companies and their owners.  A registry with incomplete or inaccurate
information would be worse than no registry at all, especially given that there would be an
expectation that financial institutions would, as part of their due diligence, consult the



3

registry.  This would result in added work for institutions by dedicating valuable investigation
time with no commensurate benefit or reduction in risk for Canada.  There are many ways to
structure a registry that meets the aforementioned objectives, and we look forward to
working with the federal and BC governments on the design elements.

We suggest that the reporting requirements for companies and the technical interface for
those accessing the database be harmonized to the extent possible.  This would reduce the
risk of regulatory arbitrage by nefarious actors and would facilitate access by users.

Specific Questions

In this letter, we have not addressed every question posed in the consultation, but have
instead addressed those questions holding greater relevance for our member companies.

1. Should a registry be open to the public?

While there are arguments for full public access to the registry, as noted in the consultation
paper there exist legitimate business reasons for shielding the identity of corporate owners,
and these could be compromised by full access.  At a minimum, competent authorities (e.g.,
law enforcement, CRA) and institutions with legal obligations to identify beneficial owners
(e.g., reporting entities under the Act) must have access because, presumably, the registry
will be a repository containing the most reliable information on a company and its owners.

To balance privacy concerns, we believe that access to personally-identifiable information
should be restricted, or redacted for public access.

2. Should entities accessing the database be required to pay a fee?

We support access to the registry at no charge, but the quality of information housed in the
registry must not be compromised as a result.  We note that access in the UK is free.

3. What penalties (including dissolution of the company or director liability)
should be imposed if false information is provided?

We are of the view that penalties should only be one of a suite of measures designed to
ensure accuracy of the registry, including use of incentives as well as automated controls and
analytics to ensure data integrity and to identify inaccuracies.  Incorrect information may be
provided inadvertently, or it may be provided as part of a concerted scheme to shield the
identity of owners.  Directors may be complicit in deceptive filings; by contrast, they may be
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innocent pawns in the deception.  From a practical perspective, owners who risk criminal
sanctions in engaging in crimes which are predicate offences for money laundering are
unlikely to be deterred by any administrative penalties that flow from providing false
information to a corporate registry.  We believe that it is appropriate to consider a range of
sanctions and incentives to promote the inclusion of accurate data in the registry.

4. What processes (if any) should be put in place for verifying the beneficial
ownership information provided?  What means could be used to verify
identities (e.g., a driver's license, passport, or bio-identifiers)? What role
should government play in making sure the beneficial ownership
information is correctly reported?

We understand that government and industry are working on various methods of digital
identification of individuals.  While document-based ID methods, such as passports and
driver’s licenses have been the traditional means of identifying individuals, the architecture
of a beneficial ownership registry should be sufficiently nimble to accommodate modern
technologies.  To that end, we recommend that those responsible for development of the
registry work closely with their counterparts in government and the private sector to
understand and implement these new identification methodologies.

Even with mechanisms in place to ensure individuals are identified with a reasonable level of
assurance, there remains a risk that information on the registry will be inaccurate.  The BC
consultation paper does a good job in outlining the options to address this concern, laying
out the option of a reactive approach (where the government would respond to inaccuracies
only when alerted by users of the database) or a proactive approach (where the government
would actively monitor entries in the database and dedicate resources to reconcile
discrepancies).

In addition to the party submitting information into the registry, we believe that the party
maintaining the registry should have primary responsibility for verifying the accuracy of
information entered.  Governments have access to a wide range of information on individuals
and corporations through their licensing, border security, law enforcement, and taxation
mandates.  For example, a legal entity can authorize the sharing of their Canada Revenue
Agency tax filing form, T2 Schedule 50, which requires that private corporations list beneficial
owners holding more than 10%.  This could be cross-referenced automatically against
information in a registry to uncover any discrepancies.  Wherever possible, insurers could
assist in the verification process, but we are concerned that there not be an expectation
placed on reporting entities to do so.  That outcome would layer another obligation on
insurers, beyond their statutory obligations under the Act.
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5. How frequently should corporations be required to update the information
provided to the registry?

As we have indicated, the accuracy of the data housed in the registry will be key to ensuring
its usefulness.  Information should be updated as soon as possible following a change in
ownership.  An opportunity for reduced burden could include the auto-population of
information from taxation filings, similar to the process performed to share information from
tax filings with Elections Canada.

6. Should a registry include the beneficial ownership of trusts and partnerships?

Similar considerations around lack of transparency apply equally to trusts and partnerships,
so our industry would be supportive of a vehicle that provides a view into those behind these
legal structures.  Integration of the tax information filed by trustees and partners with the
registry should also be permitted.

We also see opportunities for the database to eliminate duplicative work being undertaken
by each reporting entity by storing the overall corporate structure of an entity, Common
Reporting Standard information, and FATCA information in the registry.

7. Should there be a single registry across Canada or should each jurisdiction
operate its own registry?

To simplify the search process, we would suggest that governments work together to create
a single registry.  A single registry would also help to streamline our interactions with clients
and improve the client experience.

We suggest that the reporting requirements for companies and the technical interface for
those accessing the database be harmonized to the extent possible.  This would reduce the
risk of regulatory arbitrage by nefarious actors and would facilitate access by users.

Conclusion

We cannot emphasize enough the importance of the accuracy and currency of information in
the database.  There are currently sources that can be accessed to provide beneficial
ownership information, albeit imperfect, on private companies.  The real efficiency gain that
a registry would provide to reporting entities would be to allow for a “one stop-shop” instead
of having to search across various sources.  Precisely the opposite result would obtain if
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companies could not rely exclusively on the registry but would still be expected to consult the
registry as part of their due diligence.

We look forward to working with British Columbia and the federal government on the design
of a beneficial ownership registry, and appreciate the opportunity to provide our views.

Yours sincerely,

“Ethan Kohn”

Ethan Kohn
Senior Counsel


