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Division of Labour among Policy Bureaux

Commerce and Economic
Development Bureau (CEDB)

Financial Services and the
Treasury Bureau (FSTB)

e Coordinating the e Coordinating the

|mplementat|on of ; Government’s efforts to
resolutions of the United deliver AML/CFT policies
Nat_lons Security Council strategies and legislative
against initiatives

(WMD) .
e Monitoring the overall

_ - effectiveness of Hong Kong’s
e overseeing the WMD and - o AML/CFT regime and

strategic trade control compliance with the FATF
regime Recommendations

e Facilitating cooperation
among stakeholders

Security Bureau (SB)

e Responsible for overall
counter-terrorism strategy

. Supporting FSTB in a number

of AML/CFT policy areas:




Money Laundering (ML) Risks of Legal
Professionals

Major Amendments to the Anti-
Money Laundering and Counter- |
Terrorist Financing Ordinance (Cap.

615) (AMLO)

AML/CFT Requirements under AM

(a) Customer due diligence (CDD
(b) Record-keeping (RK)
Targeted Financial Sanctions |



(ML) Risks of
Legal Profe?su‘onals




International typology

Money Laundering (ML)

ML risk of legal professional service

Buying and
selling of real
estate property

Management
of trusts and
companies

M Making

introductions
for clients

l/, 2%

1

~~
4 =N
£ ~.
.

Creation of trusts
and @ anies
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Local context
Hong Kong Money Laundering and Terro

FBPs proliferation
luding HLEL 1T

| fessmnals i plal - Al |
__ sector) e
Widely participating any service business

Key role in processin 3 C tate transactions
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@ Hong Kong is exposed to a medium-high level of ML risk,
. comprising a medium-high level of threat and a medium
level of vulnerability.

Medium-high level
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n Money Laundering (ML

ML Risks for Legal Prc
Medium-

‘Ml ties for
egal Professmnals Sector is
ledium-Low

ML Threats for Lec
Professionals
Medium-Low
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o ML Threats for Legal .E._ro el

Expose to potential ML activities
through estate transactions and 4
trust or company services

| -

Crime proce
different &

sets, | C

may be conver

8 clientele subject to a

-

uding estates |

soundary ML threat
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ML Vulnerabilities for Legc
(Medium-Low)

L1

Effective entry controls
and strong integrity

(must obtain a certificate from the

LSHK to practice as a solicitor)

Enhance AML | N

(the LSHK intrc
Direction P, ¢
AML/CF

A

ompliance of AMLO, make referrals

“Sanctions

4K investigates breaches of and
3 disciplinary action against non-

D Solicitors Disciplinary Tribunal to
impose penalties)
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Access at -

Mutual Evaluation Repor

by Financial Act

APG

. -

AntFmoney laundering
and counter-terrorist
financing measures

Hong Kong, China

B0ra/en/publiczill
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https://www.fatf-gafi.org/en/publications/Mutualevaluations/Mer-hong-kong-china-2019.html
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o Mutual Evaluation Reg
- Legal Profe

Take risk-based
approach to mitigate
their ML/Terrorist
Financing (TF) risks

Comprehensive _
understanding of
- ML/ZEF risks

nternal
bls and
yendent
compliance
~ officer
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Access at -

Regular Follow-up

by Financial A

Anti-money laundering and
counter-terrorist financing
measures

Hong Kong, China

February 2023 |

¥0ra/en/publiczill

-—yy
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https://www.fatf-gafi.org/en/publications/Mutualevaluations/FUR-Hong-Kong-China-2023.html

the Anti-Mone
Laundering aﬂzl
(o] .__ter -Terrorist

< Fi |_ n a n ing Ordinance
‘ | ) (AMLO)
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Anti-Money Laundering and Counter-Terrorist Financing
Ordinance (Cap. 615) (AMLO) - MajoEAmenc

Commencement Date: 1 June 202_3

Items

Politically To replace the definition of % 2r'SC under Schedule
exposed 2 of AMLO, as an individual who is or has been en sted with a prominent
person public function in a place outside He

Empowering regulatory authorities to me ir
exemption of ek ire nts In respect of former PEPs on
a risk-sensiti £ :

Beneficial Aligning the de owner” in relation to a trust under
owner the AMLO w ( | person” under the Inland Revenue
Ordinance (Ca ist is concerned, it includes trustees,

benefic | beneficiaries)
Digital Allowing the 4 ig al identification systems
identification | (i.e. non fa¢ 1ti¢

systems
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Registration Regime for
Dealers in Precious Metals a

Category A Registration

a) will engage in single ©
involving non-cash payment

HK$120,000 or more; and

b) will _not engage in any single

ing payment in cash of |

Registration

gage |n single

nore

Applicability DPMS which -
transactlon |nvoI

Entry

requirements

AML/CFT

obligations

Subject to fit-and-proper test

|'Subject to the AML/CTF

obligations set out in_Schedule 2
to the Anti-Money Laundering and

Counter-Terrorist Financing
Ordinance when engaging in a cash
transaction at HK$120,000 or more
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Requirements under AM o

- Legal Professional

X Defined under Schedule 1, Part 2 y v
a) a solicitor as defined by sectio Ince
(Cap. 159); or ' :
o) a foreign law e_rl,f" Practitioners

Ordinar
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Under section 5A(3) of AMLO, a legal prof

a transaction concernlng one or more of the fg

a
b.

C.

Requirements under AMLC
- Types of Act|V|t|es for

, the Iegal professional

the buying and selling of real estate
the managing of client money, securltles

the management of bank 'vmgs or secur

the organization of
corporations :

tions for the creation, operation or management of
the creation, op-"e"w
i. legal perso
ii. legal arrang
the buying or se

a service speC|f e

. on of trust or company service in section 1 of Part 1 of
Schedule 1 to the £
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B Requirements under AMLC

- CDD requirements
%  Prescribed in Schedule 2 to AMLO
- identifying the customer af

[s. 2(1)(a)]

- identifying the beneficial owne
verify the beneficial __owner’s identit

o maamge o SECRY

neasures to

- obtaining informatighson the purpo e nde __ture of the
business relatio h if @ business relationship is to be established
[s.2(1)(c)] y

- if a perso on | f the customer [s.2(1)(d)] -

0 act on behalf of the customer
to verify the person’s identity;

a) iden
and
and

b) verifyin ority to act on behalf of the customer.
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Requirements under AMLC
- When to Carry out CD >

CDD measures must be carried out
- before establishing business relati@ |
- before carrying out an occasional t 00 or above

[Note: “occasional transaction” a customer with
whom the legal profes |onaI does no 5] nship]

Sion that th custo

« when there is a
involved in ML/T'"

- when there
obtained d

‘or the customer’s account is

. or adequacy of the information

If CDD require 1 with, a business relationship or an
occasional trans omer MUST NOT be established. If a
business relationsh established, it must be terminated as soon as
reasonably practical , Schedule 2]
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e Requirements under AMLO_
- When to Carry out

B Exceptional circumstances where .
owner can be verified AFTER estab

[s.3 (2), Schedule 2] -
-1)Y ML/TF-ris

is effec

L)

%  The verificati soon as reasonably practicable

[s.3 (3), Sche
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9 Requirements under AMLO

- Special Requirements - En

Customer is not physically present for ids

Further verifying Taking

the customer’s supplementary

identity on the MEASUres to > account is carried out

basis of documents, yer' all  the Von | accour opened in the

ggga ?é&%fggpajé%ré t";, the er's name with an authorised
P Y | itution, or a financial institution

for the purposes of
verification of the
customer’s identity;

ating in an equivalent jurisdiction

[ has measures in place to ensure
. compliance with AML/CFT requirements
. similar to those in Schedule 2 and is
- supervised for compliance with those
requirements by a designated authority

**Starting from 1
customer is not phy
identity may be ve
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B Requirements under AMLO
- Politically Exposed Per
X Defined under Part 1 of Schedule 2 B

e  an individual who is or has been entpll
place outside Hong Kong and—

a) includes a head of state, head «
government, judicial or military
corporation and an important pol

b)  does not include afmiddle-ranking
categories ment above; _

o a spouse, a partner ) paren
(a), or a spouse il
° a close associ
para. (a)

> fun

cian, senior
f a state-owned

II official i any of the
individual fafl_li-ng within paragraph
1 an individual; or

J of an individual falling within
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Requirements under AMLO
- Special Requirements - E

B Other high risk situations [s. 15, Sch.

o Practice Direction “P”:

* complex, unusually large tran: patterns of

transactions, which have no appa Irposes
° overseas companies where cor 3tio 5> not readily
accessible, or witl iminee shareholders, or a significant portion of

irer shares
2rative

capital in the fogs

* clients from o
FATF or ot
with FAT

« AMLO:

e Any other
(domestic P}

‘ies and territories identified by
.to have insufficiently complied

L)

enting a high risk of ML/TF
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High-Risk Jurisdictions subject to a Call for Action - October 2023

Publication details
Language

Country

el

Topic

Paris, 27 October 2023 - High-risk jurisdictions have significant strategic deficiencies in their regimes to counter money laundering, terrorist financing, and financing of praliferation. For all countries identified
85 high-risk, the FATF calls on all members and urges all jurisdictions to apply enhanced due diligence, and, in the most serfous cases, countries are called upon to apply counter-measures to protect the

imernational financial system fram the maney laundering, terrarist financing, and proliferation financing (ML/TF/PF) risks emanating from the country. This list is often externally referred to as the “black it”.
Since February 2020, in light of the COVID-19 pandemic, the FATF has paused the review process for Iran and DPRK, ziven that they are already 5

ject to the FATF's call for countermeasures. Iran reported in
Juty 2023 with no material changes in the status of its action plan. Thus, the FATF reiterates its call to apply countermeasure on these high-risk jurisdictions included in its 21 February 2020 statement.

Jurisdictions subject to a FATF call on its members and other jurisdictions to apply countermeasures

Democratic People's Republic of Korea (DPRK)
[statement unchanged since February 2020]

‘The FATF remains concerned by the DPRK failure to address the significant deficiencies in fts anti-money laundering and combating the financing of terrarism (AML/CFT) regime and the serious threats they

pase to the integrity of the international financial system. The FATF urges the DPRK to imme

o

diately and meaningfully address its AML/CFT deficiencies. Further, the FATF has serious concerns with the threat

posed by the DPRK's illicit activities related to the proliferation of weapons of mass destruction (WMDs) and its financing.

‘The FATF reaffirms its 25 February 2011 call en its members and urges all jurisdictions to advise their financial institutions to give special attention to business relationships and transactions with the DPRK,
including DPRK companies, financial insttutions, and those acting on their benalf n addition to enhanced scrutiny, the FATF further call on its members and urges all jurisdictions to apply effective counter-
measures, and targeted financial sanctions in accerdance with applicable United Nations Security Council Resolutions, to protect their financial sectors from money laundering, financing of terrorism and

WMD proliferation financing (ML/TF/PF] risks emanating from the DPRK. Jurisdictions should take necessary measures to close existing branches, subsidiaries and representative offices of DPRK banks within

their territories and terminate correspondent relationships with DPRK banks, where required by relevant UNSC resolutions.

Iran

[statement unchanged since February 2020]

In June 2016, Iran committed to address its strategic deficiencies. Iran's action plan expired in January 2018. In February 2020, the FATF noted Irn has not completed the action plan.[1

In October 2018, the FATF called upon its members and urged al jurisdictions to: require increased supervisory examintion for branches and subsidiaries of financial institutions based in Iran; introduce
enhanced relevant reparting mechanisms or systematic reporting of financial transactions; and require increased external audit requirements for financial groups with respect to any of their branches and
subsidiaries located in Iran

Now, given Iran's failure to enact the Palerma and Terrorist Financing Conventions in fina with the FATF St

ards, the FATF fully lifts the suspension of counter-measures and calls on its members and urges all
jurisdictions to apply effective counter-measures, in fine with Recommendation 19,2

Iran will remain an the FATF statement on High Risk Jurisdictions Subject to a Call for Action unti the full Action Plan has been completed. If Iran ratifies the Palermo and Terrorist Financing Conventions, in
line with the FATF standards, the FATF will decide on next steps, including whether to suspend countermeasures. Until Iran implements the measures reguired to address the deficiencies identified with
Tespect to cauntering terrarism-financing in the Action Plan, the FATF will remain concerned with the terrorist financing risk emanating fram Iran and the threat this poses to the international financial system.

Jurisdiction subject to a FATF call on its ers and

other jurisdictions to apply enhan due diligence

measures proportionate to risks arising from the

jurisdiction

Myanmar

In February 2020, Myanmar committed to address its strategic deficiencies. Myanmar's action plan expired in
September 2021.

In June 2022, the FATF strongly urged Myanmar to swiftly complete its action plan by October 2022 or the FATF
would call on its members and urge all jurisdictions to apply #nhanced due diligence to business relations and
transactions with Myanmar. Given the continued lack of progress and the majority of its action itams still not
addressed after a year beyond the action plan deadline, the FATF decided that further action was necessary in
line with its procedures and FATF calls on its members and other jurisdictions to apply enhanced due diligence
measures proportionate to the risk arising from Myanmar. When applying enhanced due diligence measures,
countries should ensure that flows of funds for humanitarian assistance, legitimate NPQ activity and remittances
are not disrupted.

Myanmar should continue to work on implementing its action plan to address these deficiencies, including by:
1) demonstrating an improved understanding of ML risks in key areas
inspections are risk-based, and hundi operators are r

; (2] demonstrating that on-site/offsita

istered and supervised; (3) demonstrating enhanced use
of financial intelligence in law enforcement authorities [LEAs) investigations, and increasing operational analysis
and disseminations by the financial intelligence unit [FIU}; (4) ensuring that ML is investigated/prosecuted in line
with risks; (5) demonstrating investigation of transnational ML cases with international cooperation; (5)
demonstrating an increase in the freezing/seizing and confiscation of criminal proceeds, instrumentalities,
and/or property of equivalent value; and {7) managing seized assets to preserve the value of seized goods until
confiscation.

The FATF urges Myanmar to work to fully address its AML/CFT deficiencies, including to demonstrate that its
monitoring and supervision of money or value transfer services (MWTS) is based on documented and sound
understanding of ML/TF risks to mitigate undue scrutiny of legitimate financial flows.

Myanmar will remain on the list of countries subject to a call for action until its full action plan is completed.
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either—

[s.15(a), Sch. "'2']

Requirements under AMLO
- Special Requiremel

Obtain approval from its senior manag
relationship; and "

neficial owner’s
' involved in the

take reasonable measur"'
source of wealth a d
business relatlon

take additional

f money laundering or terrorist
financing involved
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Requirements under AMLO
- Simplified CDD Meast

Simplified CDD : no need to identify a
reasonable grounds to believe tha
categories [s. 4(3), Schedule 2], or t
specified product [s. 4(5), Schedule z

Other aspects of CDD measure:
+ suspicions of thef involved ir

doubts on th
process

ransaction is a

| J—
[—

| o o

Uil

or TF
'_mation obtained during the CDD

Narcotics Division, Security Bureau




30

>

Requirements under AMLO
- Record-keeping

Duty to keep records [s. 20, Sched

In relation to a transaction -

. original or a copy of the documents, a a and information,

obtained in connection with the tre

For transactions, maintain records on sears beginning on
the date on which the transaction is co |
In relation to a customg

a record of the data and information,
rifying the identity of the customer or

. original or a c@
obtained in
any benefi

g to the customer’s account and business
d any beneficial owner of the customer

. original o
corresponc

oughout the continuance of business relationship
e end of the business relationship

Narcotics Division, Security Bureau

For customers, 1
and for at least 5y
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Requirements under AMLO
- Sanctions :

3]

dance

Non- compllance W|th th
] ism under

with the preva
the Legal Prac
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ﬂ Targeted Financial Sanction
- Terrorist Financing

Terrorist Financing Risk of Hong

United Nations
(Anti-Terrorism
Measures)
Ordinance
Cap. 575

No confirmed
case of TF
activity

Medium-low
Risk
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¢

I SR SR

ﬁ Targeted Financial Sanctior
- Terrorist Financing

Q
Under the UNATMO, the Government |
of terrorist acts, including -

‘on prevention

publishing in the Gazette a notice of

_ ,. 4 1S desighated by
the UN or specified bysEhe court as terroris

rorist associates

freezing terrorist p . |

prohibition on pf ing p to commit terrorist acts
prohibition or ' vices available to or collecting
property/sc orists/terrorist associates
prohibition ¢ gerrorist property or property of
specified ter

prohibition on g property to finance or

organizing/facili avel of foreign terrorist fighters
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Targeted Financial Sanctions
- Proliferation Financing of Democratic Pe

United Nations Sanctions Ordinance (Cap. 537)
« United Nations Sanctions (Democratic People’s Republic of Korea) Regulation (Cap.537AE)
« United Nations Sanctions (Joint Comprehensive Plan of Action - Iran) Regulation (Cap.537BV)

or other financial assets or

Targeted Financial Sanct

X NOT to make availab
@economic resource

(i) individuals o i Nations Security Council, and

(ii) individuals o
or controllea

of, or at the direction of, or owned

= Narcotics Division, Security Bureau



Targeted Financial Sanction:
- Terrorist Financing and

UNITED NATIONS (ANTI-TERRORISM MEASURES) ORDINANCE
(Chapter 575) . " . .
: List of relevant persons and relevant entities published under section 31 of
Updating of specification of names of persons designated as ad Natione Qs : ' vt e i 4
fertorists or terrorist associates by the the United Nations Sanctions (Democratic People's Republic of Korea)
Committees of the Uni ations S [ established pursuant to chu]ation
the Resolutions 1267 (1999) 1989 (2011) and 2253 (2015), )
as well as the Resolution 1988 (2011)
(the Committees)

of individuals and entities

Publishing in the Gazette & |
ated by the United Nations

persons or organisations
by the United Natio

terrorist associates | ' 5. //www cedb.gov.hk/en/policies

https://www.sb.gov. ,, nited-nations-security-council-
errorist/terrorist. htm/S "~ sanctions.htm/
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THANK

YOU
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www.nd.gov.hk
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