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Customer Due Diligence:
Know your clients
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As an international financial centre, it is essential for Hong Kong to establish
an effective system to combat money-laundering and terrorist financing.
Since property transactions involve the risk of money-laundering or terrorist
financing ( “ML/TF" ), estate agents, property purchasers and vendors all
have the responsibilities in combating such crime.

According to the relevant Practice Circular (No.18-01(CR)) issued by the
EAA, licensees are required to conduct customer due diligence ( “CDD” ) in
order to mitigate the risk of ML/TF. In this issue of Horizons we will introduce
the procedures relating to CDD so that practitioners may better understand
the requirements set out in the Practice Circular.
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Firstly, the guidelines set out in the Practice
Circular are applicable to licensees when they
are involved, in Hong Kong, in a transaction
concerning the buying and selling of real estate
for a client, no matter whether the property
is situated in or outside Hong Kong and no
matter whether it is a first-hand or second-hand,
residential or non-residential property.

In addition, for the purpose of Anti-Money Laundering and Counter-
Terrorist Financing Ordinance ( “AMLO” ), CDD is only applicable when an
agreement for sale and purchase of a property is entered into.

To comply with the AMLO and the Practice Circular, licensees are
required to obtain all the information necessary for identifying and
verifying the identity of the client and also for identifying the beneficial
owner (if any) and verifying the identity of the beneficial owner. For this
purpose, licensees may adopt the identity verification form designed
by the EAA (uploaded on website) to carry out the CDD. If a person
purports to act on behalf of the customer, then apart from identifying
and verifying the representative’s identity, licensees are also required to
verify the representative’s authority to act on behalf of the customer.

Licensees may also assess the ML/TF risks of their customers by
assigning a ML/TF risk rating to them. In determining the risk rating,
a list of factors should be considered. Licensees may refer to relevant
section on risk assessment of the respective identity verification forms
for details.

In addition, the original or a copy of the documents and a record of the
data and information obtained in the course of identifying and verifying
the identity of each customer and those documents and record in
connection with the transaction should be kept for a period of at least
five years beginning on the date on which the business relationship
ends or the transaction is completed.
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Strengthening consumer education
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The EAA understands that some customers may not be aware of the
requirements imposed on estate agents under the AMLO and hence
unwilling to provide licensees with their personal information and/or
allow licensees to retain copies of their identity documents for record.
Hence, the EAA has already produced educational kits for the trade to
facilitate them to explain to consumers the new requirements. Likewise,
the EAA has already conveyed to the public, through different media
platforms, that there are guidelines for the trade on the collection and
protection of clients’ personal information so that the information
collected will be well protected.

To conclude, disputes and misunderstandings could be eliminated
by effective communication. By better explaining to consumers why

licensees have to conduct CDD, coupled with a better assurance on
the protection of clients’ personal information, we believe consumers
will be more willing to cooperate and play their roles in combating
ML/TF.





