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1.

Money laundering (ML) risks of Legal
Professionals

AML/CFT Requirements under the
Anti-Money Laundering and Counter
Terrorist Financing Ordinance (AMLQO
(Cap. 615)

(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
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Local context

Hong Kong Money Laundering and Terr"'-

MONEY LAUNDERING
AND TERRORIST FINANCING
RISK ASSESSMENT REPORT

_ proliferation
AML/( gal financing

frame

Widely participating ir "service business

Conveyancing - transa
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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

| -

aybeco verted ir

Crime proce o |
sets, including estates

different t

8 clientele subject to a
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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o Money Laundering (ML) Ri

Guidance for a Risk-Based Approack
Legal Professionals

¢ Section Ill = Guidance
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Access at -

Mutual

'J

by Financial Act

APG

o

Anti-money laundering
and counter-terrorist
financing measures

Hong Kong, China

88lia/fatf/docundie ..
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http://www.fatf-gafi.org/media/fatf/documents/reports/mer4/MER-Hong-Kong-2019.pdf

Mutual Evaluation Reg
- Legal Pro

nternal
bls and
yendent
compliance
~ officer

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

Comprehensive _
understanding of
- ML/ZEF risks
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a Requirements under AMLO_

AMLO

Amendments to the Ordinance pa
Commenced on 1 March 2018

To extend statutory CDD and
Businesses and Profess
professionals, Tr ,omp 2 Pro
agents, when the .. e j 'ns

sted Non-financial
nals, accounting
Ps) and real estate

[ J
R

To introduc

administered by the Companies
Registry >
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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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a 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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a 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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a Requirements under AMLC
- Ongoing due diligence

Continuously monitor busil
[s.5, Schedule 2

ansactions

Reviewing from time Conducting
to time the appropriate sc

V)

led or the customer

documents, data and . transactions . are complex, large or

‘unusual or patterns of
transactions that have no
apparent economic or lawful
purpose, and examining the
background and purposes of
those transactions and setting
ource of out its findings in writing

information relating ied out for the
to the customer \er to e
obtained for the '
purpose of comp
with Part 2 of

Schedule 2 to en
they are up-to-date
and relevant
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Requirements under AMLO
- Special Requirements - En“_

Customer is not physically present for idef

Further verifying
the customer’s
identity on the

basis of documents,

data or information
not previously used
for the purposes of
verification of the

customer’s identity;

22

Taking
supplementary .

measures to

verif all the
i ation

by the

o _

—_

nent or the first
relation to the
Ic " is carried out
an account opened in the
er's name with an authorised

itution, or a financial institution

ating in an equivalent jurisdiction
as 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
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a Requirements under AMLO
- Politically Exposed Per
X Defined under Part 1 of Schedule 2 B

J an individual who is or has been
place outside the People’s Republic*€

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

Politically Exposed Persons (PEPS) /[:

e Before establishing a business
business relationship where
subsequently found to be a PE

.

ownerf

s senior m:

—
~

b
Y

B
= ', . = . :r

/ ~existing
.1-*"'“ ner is
) measures -

\the customer’s or the beneficial

ce of the funds.
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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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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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(4

D)

Requirements under AMLO
- On-going Due Dilig

If customer is -

* not physically present; or
* aPEP; or .
* involved in other high

Additional me
relationship

sk in monitoring business
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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
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Requirements under AMLO
- Record-keeping

Duty to keep records [s. 20, Schéd
In relation to a transaction -

. original or a copy of the doc and

information, obtained in conne

For transactions, maingain " least 5 years

beginning on the date oi
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4

In relation to a customer -

information, obtained in the cours

the customer

For

relationship and {

L)

Requirements under AMLO
- Record-keeping

original or a copy of the o nd a record O dtal=,.-'d
1g the identity
of the customer or any benefi § e

's account and

original or a copy of the files re u _
any beneficial owner of

business correspondé€hce with the

ut the continuance of business

Srds throt
| nd of the business relationship
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L)

Requirements under AMLO
- Reliance on Intermedi

Legal professionals may carry out CE
[s. 18, Sch. 2]

Intermediaries include -

. an accounting professmnal

. an estate agent; 4

. a legal professif
. a TCSP licens

. an authg
. inter
the la
AML/CF

The legal profes
CDD measure.

ion, which are regulated under
)éasures to ensure compliance with
pervised for compliance

der the AMLO for a failure to carry out
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Requirements under AMLO
- Sanctions :

2]

dance

Non- compllance W|th th
] ism under

with the preva
the Legal Prac
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e 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

B 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 |

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)

r

5 sseté Of:

Targeted Financial Sanct

X NOT to make availat
(i) individuals or ek

_Nations Security Council, and

(ii) individuals o at the direction of, or owned

or controlled
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Targeted Financial Sanctions
- Terrorist Financing and Prol

UNITED NATIONS (ANTI-TERRORISM MEASURES) ORDINANCE . .. . .
( (Chapter 575) ) List of relevant persons and relevant entities published under section 31 of
the United Nations Sanctions (Democratic People's Republic of Korea)

Regulation

(updated on 9 August 2018, 10:00 a.m.)

Updating of specific: mon of names ot pelsons designated as

Committees of the United Nations Security Council established pursuant to
the Resolutions 1267 (l‘)‘)‘)) 19\9 (”l 1) md 2253 (2015),
as well as the Resolution 1988 (2011)
(the Committees)

_ Lists of individuals and entities
persons or organisations desi desigﬁaﬂted by the United Nations

by the United Natior ' |
terrorist associates | ..
https://www.sb.gov. hik/en
errorist/terrorist. htmIE

Security Council
www.cedb.gov.hk/citb/en/Policy _Res
poensibilities/united _nations_sanction
s.htmi



to Enhance A|],t|- ‘
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. Miscellaneous Amendment

A B | ,

Items
Politically To replace the definition ¢ | under
exposed person Schedule 2 of AMLO, as een entrusted
with a prominent public function in a place o 2 Hong Kong

b

. nes to allow the
ents In respect of former

Empowering regulatory authorities to r
exemption of enhanced CDD rec
PEPs on a sensitive basi

Beneficial owner

Aligning ficial owner” in relation to a trust
under. 4 1itrolling person” under the Inland
NE ] 8. where a trust is concerned, it

incl "and class(es) of beneficiaries)

Digital
identification
systems

Allowing Jf digital identification systems
(i.e. no C ¥Situations)
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Two-Tier Registration Reglme for
Dealers in Precious Metals a

Category A Registration Registrati

Applicability |DPMS which will not engaged ge in single
any single transaction involving I actions invc ving payment in
payment in cash of HK$120 0 D | 1 0 1 0 or more
or_ more . By .| .

Entry Subject to simplegegistration | Subject to fit-and-proper test

requirements

to the AML/CTF
jations set out in Schedule 2
he Anti-Money Laundering and
» | Counter-Terrorist Financing
Ordinance when engaging in a cash
transaction at HK$120,000 or more

AML/CFT No hew ac

obligations

40
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THANK

YOU
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www.nd.gov.hk
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