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Practice Circular on Guidelines on Compliance of
Anti-Money Laundering and Counter-Terrorist Financi ng
Requirementsfor the Estate Agency Sector

Questions and Answers (Q&AS)

Notes:

All references to:

a. “AMLO” shall mean the Anti-Money Laundering and
Counter-Terrorist Financing Ordinance.

b. “EAA” shall mean the Estate Agents Authority.

c. “EAOQO” shall mean the Estate Agents Ordinance.

d. “Guidelines” shall mean Guidelines on Compliance of
Anti-Money Laundering and Counter-Terrorist Finangi
Requirements for the Estate Agency Sector.

e. “Practice Circular” shall mean Circular No. 18-0CR)
issued by the EAA on Guidelines on Compliance of
Anti-Money Laundering and Counter-Terrorist Finangi
Requirements for the Estate Agency Sector.

f. “Practice Regulation” shall mean the Estate Agéhictice
(General Duties and Hong Kong Residential Prop®rtie
Regulation

The words and expressions used in these Q&As dtalk,
unless the context otherwise requires, the samainggas those
words and expressions have in the Practice Circular

These Q&As are for general reference only. The
answers/solutions suggested in the Q&As are noaestive and
they do not constitute legal or professional adviceconsidering
whether a licensee has breached the Practice @irdhe EAA
will consider each case on its own merits. You $#heeek legal
or professional advice as and when necessary, iafipean the
interpretation of relevant legal provisions andcsfie advice on
any individual case. The EAA makes no warranty asthe
completeness of the information set out in theseAQ&or the
appropriateness for its use in any particular orstances. The
EAA will not accept any liability or responsibilityhatsoever for
any loss or damage caused to any person howsoesiagarom
any use, misuse of, or reliance on the contentisesie Q&A.



B K B E B R
ESTATE AGENTS AUTHORITY

&AS

Scope of application

Q1.

Answer:

Q2.

Answer:

Are the guidelines set out in the Practice Cirdar
applicable to the leasing of properties?

No.

The guidelines set out in the Practice Circularaplicable
to those licensees who and when they are invoiveHong
Kong, in a transaction concerning the buying ofirsglof
real estate for a client.

Please refer to footnote 4 of the Guidelines.

Are the AML/CTF requirements under the AMLO
applicable to the sale and purchase of propertiesutside
Hong Kong?

Yes.

Section 5A(§ of the AMLO provides that it is immater
whether the subject matter of a transaction is amgdKonc
or elsewhere. Hence, if a licenseengalved, in Hong Kong
In a transaction concerning the buying or sellihgeal estat
for a client, even though the property is situatedside
Hong Kong, he has to comply with the AML/C
requirements under the AMLO.

Please refer to footnote 4 of the Guidelines.
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Qs. (a)ls a licensee required to carry out CDD on a purchser

of a property situated outside Hong Kong before th
purchaser enters into a booking form or reservatiol
agreement whether or not a nomefundable
administration fee is payable to the licensee?
(b) If the answer to question (a) above is “No”, 9 it
necessary for the licensee to carry out CDD on th
purchaser if the purchaser enters into an agreement fc
sale and purchase with the vendor thereafter direty?

Answer. “No” to the first question (a)unless the booking form
reservation agreement amounts to an agreemenal®masc
purchase of a property.

The answer to thesecond question (b) depends on
circumstances of the case. If thele and purchase agreen

IS entered into between the vendor and the purchase
thereafter directly without involving the licensaey further,

it is not necessary for the licensee to carry onDQn the
purchaser. However, if the purchaser continues s® the
services of the licensee thereafténrough whom th
transaction is concluded with the vendor, the lbeshas tc
carry out CDD on the purchaser.

Q4. Referring to the answer in Q3 would there be any
difference if the purchaser has given a written st&ment
confirming that the licensee does not act for him in tt
purchase?

Answer: It depends. The written statement that the licedsg@ot ac
for the purchaser is not conclusive evidence.dfghrchase
despite such a written statement, has in fact tleedervice
of the licenseen circumstances described in the answe



Q5.

Answer:

Q6.

Answer:

Q7.

B K B E B R
ESTATE AGENTS AUTHORITY

Q3, he will be regarded as the licensee’s client andhe
licensee is required to carry out CDD on the puseha

Does a licensee have to carry out CDD on his clieifitthe
property involved is a first-hand property?

Yes, if the vendor and/or the purchastains or otherwis
uses the services of or otherwise engages or esilwe
licensee becaudbey will then be regarded as the licens
clients. A licensee has to carry out CDdh his clien
regardless of the type of property and whetheratritnis a
first-hand or second-hand property.

Is a licensee who is a subgent appointed by the principa
agent of the vendor required to carry out CDD on tke
vendor of a property?

Generally, if the vendor is not the sagent’s client (e.g. it
stated in the appointment letter by the princigpdrd that th
sub-agent does not act for the vendor), the aggént is nc
required to carry out CDD on the vendor. Howewe
aforesaid is not conclusive. If, despite the afaieks the
vendor in fact uses the services of the agbnt (e.g. th
sub-agentprepares the provisional agreement for sale
purchase (PASP) and attends the execution of tI&PRa
the vendor), then he may be regarded as thegabt's clien
under the AMLO and the sudgent is required to carry ¢
CDD on the vendor. Moreoveif the vendor is the princip
agent’s client, the principal agent wi also a licensee
required to carry out CDD on the vendor.

Referring to Q6 above, if the purchaser has given tr



Answer:

Q8.

Answer:

Q9.

Answer:

Q10.
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sub-agent a written statement confirming that the
sub-agent does not act for him in the purchase, is
necessary for the sulmgent to carry out CDD on the
purchaser?

It depends. The written statement that the agéat did nc
act for the purchaser is not conclusive evidendethé
purchaser, despite such a written statement, hésctruse
the services of the sudgent, he will be regarded as
sub-agent’s client and so the sadpent is required to cat
out CDD on the purchaser.

Is it necessary for a licensee to carry out CDD om
potential purchaser upon submission of the registrigon of
intent in the sale of first-hand property?

No, so long ashé submission of the registration of int
does not amount to an agreement for sale and mecha

If a licensee acts for one party only but not the tber
party who is not represented by another licensee .é.
unrepresented), does the licensee hawe carry out CDD
for that unrepresented party?

In general “No’; but if the unrepresented party uses
services of the licensee, he wilhen be regarded as -
licensee’s client in which case the CDD requirernesute
applicable to him.

Are there any exemptions fromthe requirement of
carrying out CDD measures under the AMLO?
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Answer:  No, unless the transaction is only an “occasiorsddaction
which is defined to mean a transaction betweercendie
and a customer who does not havdusiness relationst
with the licensee and the amount involved in tloaticasione
transaction” does not exceed an aggregate val$&2gf,000.
Though there are basically no exemptions, a licenmsay
carry out simplified customer due diligence (SCDD)
certain situations in which case the licenseenily requirec
to identify the customer and verify his identitytlnot to
identify the beneficial owner or verify his idegtiExample:
of customers to whom SCDD may be applied inclade
financial institdion and a corporation listed on any st
exchange.

Please refer to paragraphs 4.6, 4.7, 4.20 and df2be
Guidelines.

Q11. If a licensee acts for a client on one occasion grbut not
again, can that single transaction be regarded asn
“occasional transaction” so that there is no need to carr
out any CDD?

Answer: No.

Under section 1 of Schedule 2 to the AMLO, “occaal
transaction” is defined aa transaction between a licen
and a customer who does not have a business relhip
with the licensee. In most cases, a sale and purchaa
property involves an element of duration and sausires:
relationship is formed between a licensee and hstomer
Pursuant to section 3(1) of Schedule 2 to the AN
licensees must carry out CDDefore performing for th
customer any occasional transaction that involvearaoun



Q12.

Answer:

Q13.

Answer:
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equal to or exceeding an aggregate value of $10(
whether carried out in a single operation or sdvagraration:
that appear to the licensee to be linked. It shdelchotec
that the value of the transaction here means th&sgralue ¢
the property transaction, not the value of the deépmyabl:
under the property transaction or the licenseeransssion
In any event, since property prices in Hong Kong lagh, t
is unlikely that the amount of a transaction wolfallll below
$120,000.

Please refer to paragraphs 4.6 and 4.7 of the (huegde

Is it necessary to carry out CDD on a vendawho is only
a recipient of the purchase price?

So longas the vendor is the licensee’s client, CDD hase
carried out on the vendor.

Are the CDD requirements applicable to the sale ar
purchase of shares of a property holding compar
handled by a licensee?

No.

The CDD requirements undére AMLO are only applicab
when a licensee is involved, in Hong Kong, in ansectior
concerning the buying or selling of real estate doclient
Since the transaction in the above case conceebuiiing
or selling of shares of a company but nat tieal estate
the company, the CDD requirements therefore doappty
to the licensee.
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Timing of carrying out CDD

Q14. Does a licensee have to carry out CDD before arramm
for his clients to inspect a property?

Answer: No.

Despite the fet that a licensee is, pursuant to section 6 c
Practice Regulation, required to enter into antestgenc
agreement with his purchaser client prior to arnaggar
inspection of the residential property concernegyra@perty
inspection arranged by dicensee and attended by
prospective purchaser does not, for the purposethe
AMLO, constitute a business relationship. In otleords.
CDD is only applicable wheman agreement for sale &
purchase is entered into.

Please refer to paragraph 4.6 afmbtnote 11 of th
Guidelines.

Q15. Must the CDD process be completed by a licensee bed
arranging for his client to enter into a provisiond
agreement for sale and purchase?

Answer: Yes, as section 3 of Schedule 2 to the AMLO so igies/ant
it is prudent to do so.

However, a licensee may complete the CDD process af
arranging for his client to enter into a provisibagreement
for sale and purchase if (a) this is necessarytnaiterrupt
the normal conduct of business with regard to tient; and
(b) any risk of ML/TF arising from the delayed \&ration

of the client’s or beneficial owner’s identity idfextively



Q16.

Answer:

Q17.

Answer:
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managed. In any case, he must complete the CDegsaxs
soon as reasonably practicable thereatfter.

Please refer to paragraph 4.12 of the Guidelines.

Referring to the answer in Ql5above, what is the
meaning of “as soon as is practicable”?

It depends on the particular facts of each caseefady
speaking, licensees should use their best endeaviw
conplete the verification and in any event, no latert the
date of completion of the sale and purchase.

A representative has produced a vendor's power
attorney but not a copy of the identity documents bthe
vendor client who has not been plsically present for
identification. Since the power of attorney is dulyattestec
by a solicitor, can it be argued that the identityof the
vendor must have been duly verified by the solicitt
beforehand in which case the licensee needs ruatrry out
CDD on the vendor?

No.

A licensee may verify the identity of a customed amy
beneficial owner of the customer after establiskangusines
relationship with the customer if (a) this is nesa@y not t
interrupt the normal conduct of businesshwmiegard to th
customer; and (b) any risk of money launderingeorotisi
financing that may be caused by carrying out thdfigation
after establishing the business relationship iseotiffely
managed. In any case, a licensee that carrieseoification



CDD

Q18.

Answer:
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after establishing a business relationship withuatame
must complete the verification as soon as reasg
practicable after establishing the business relaligp.

If the power of attorney is properly executed bg tlendo
and attested by a lmtor, it may reasonably be conside
that the ML/TF risk does not seem to be high eheugh the
vendor has not been physically present for idexatiion ant
his attorney had not produced the vendor’s ide
documents for the licensee’s verificatio However, th
licensee should be mindful that if the vendor has lreer
physically present for identification, additionaleasure
have to be taken such as further verifying the wves
identity by using additional documents not previgussed
In this connection, the attorney must be advised to e
two different types of identity documents as sosrpassibl
and if the licensee is unable to complete the Clbdzgss, h
must terminate the business relationship as soo
reasonably practicable ihe has established a busir
relationship with that customer.

What should a licensee do if his client refuses faroduce
his identification documents for completing the CDI
process?

In this case, the licensee will not be abdecomplete th
CDD process. According to section 3(4) of Sche@ute the
AMLO, the licensee must not establish a busi
relationship or carry out any occasional transactiath tha
client, and he must terminate the business relsitipna:s
soon as rasonably practicable if he has already establisi



Q109.

Answer:

Q20.

Answer:
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business relationship with that client. The licenshoul
also assess whether failure to complete the CDxegst
provides grounds for knowledge of suspicion of ME/anc
for filing an STR with the JFIU.

Please refer to paragraph 4.15 of the Guidelines.

What are the legal consequences if a licensee damst
comply with the AML/CTF requirements under the
AMLO?

If a licensee contravenes or fails to comply with
AML/CTF requiremenas defined in the EAO, the EAA M
take disciplinary action against the relevant |gssn unde
section 29 and exercise the disciplinary powersusdctiol
30 of the EAQO; and may suspend or revoke hislicence
under section 27 of the EAO.

What is the difference between CDD, SCDD and ECDD?

The main difference lies in the need and extentths
identification and verification of the identity tfie custome
and his beneficial owner. Under the customary CDBth
the customer and isiher beneficial owner have to
identified and their identities have to be verifiddndel
SCDD, only the customer has to be identified arsddentity
verified, and there is no need to identify the liers owner
or to verify his identity. Under ECD, apart from identifyin
the customer and his beneficial owner and verifyihgir
identities, a licensee must take reasonable measio
establish the customer’s or the beneficial owneoarce o
wealth and the source of the funds involved in lithenes:
relationship.
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Answer:

Q22.

Answer:
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If the client is a corporation with 49 shareholders is it
necessary to identify all of them and verify all tleir
identities?

No, unless the shareholder is an individual who wn
controls, directly or indirectly, more than 25%tbe issued
share capital or voting rights, or who exercisesmaite
control over the management of the corporation.

In the above case, if none of the 49 shareholderss cor
controls, directly or indirectly, more than 25%tbe issued
share capital or voting rights, then there is n@&dndo
identify any of them or verify their identities.

Where the ownership is dispersed, the licensee I&
concentrate on identifying and taking reasonablasuees t
verify the identity of those who exese ultimate control ov
the management of the company.

A listed company often uses a shelf company to hola
property. Should SCDD be conducted on the she
company?

If the customer not falling within section 4(3) $Ehedule |
to the AMLO has in its ownership chain an entity thats
within that section, licensees are not requireademtify or
verify the beneficial owners of that entity in thedtain whel
establishing a business relationship with the custo

In the above casd the shareholder of the shelf company
corporation listed on any stock exchange, theriteasee i
not required to identify and verify the benefic@kiners o
the listed company. Nonetheless, SCDD must nafpdiec
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when the licensee suspetisit the customer, the custom:
account or the transaction is involved in ML/TFvdren the
licensee doubts the veracity or adequacy of anyrmmdtior
previously obtained for the purpose of identifyirige
customer or verifying the customer’s identity,
notwithstanding that the type of customers fallsthim
section 4(3) of Schedule 2 to the AMLO.

Q23. Is it necessary to carry out CDD on a father-inaw who
has assisted the purchaser client to pay part of éhdeposi
for the purchase of a property?

Answer: In general “No”, unless the fatherHdaw is the benefici
owner. If the father-idaw simply lends or gives money a
gift to the purchaser client without the intentiohretaining
any beneficial interest and/or controlling the fhager aent,
the father-inkaw is unlikely a beneficial owner. However,
licensee should make appropriate enquiries whesee thrt
indications that the client is not acting on hisnolaehalf s
as to ascertain whether the client is also the fimalowner.

Please refer to paragraph 4.18 of the Guidelines.

Identity Verification Form

Q24. If a licensee has entered into &orm 3/Form 4 pursuant
to the Practice Regulation, is it nonetheless neszsy for
him to complete the Identity Verification Form for
carrying out CDD?

Answer: It depends. If a licensee has obtained all therindmion
necessary for identifying the client and verifyithg identity
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Answer:
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of the client and also for identifying the benedicowner (il
any) and verifying the identity of ¢hbeneficial owner i
relation to the client in accordance with sectioof Schedul
2 to the AMLO, and such information has been dotludec
in the Form 3/Form 4, there is no need for him dmplete
the Identity Verification Form in so far as carrgiout CDD
Is concerned. In fact, while the EAA has designethadar:
Identity Verification Form to facilitate license&s carry ou
CDD, licensees are free to make their own formsunt
manner as they may think fit.

Licensees are, however, stronglyceuraged to use t
Identity Verification Form or adopt it with modifions tc
suit their particular needs as the form is compnsive ant
specially designed to assist licensees to comphy \the
statutory CDD requirements.

Is a client required to sign the lIdentity Verification
Form?

No.

Though the client concerned may be asked by tleadee t
answer certain questions or produce certain infoomaas
requested on the Identity Verification Form, theer is no
required to sigrthe form. The form should be signed by
licensee who serves the client concerned and has the
original documentary evidence in the CDD process.

It should, howeverpe noted that a director's declaral
obtained pursuant to section 3 of the Idgntferification
Form (for use where the customer is a corporatis
required to be signed by a director.
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Q26. For the purpose of complying with the Guidelines fo
carrying out CDD, can licenseeswhen acting for both the
vendor and the purchaser, fill out only one ldentiy
Verification Form?

Answer:  There is no requirement in the Guidelines on theler of
Identity Verification Forms that license@sust fill out, sc
long as licensees can obtain all the informatiocessaryfor
identifying the client and verifying the identity the client,
and also for identifying the beneficial owner (ifya in
relation to the client in accordance with sectioof Schedule
2 to theAMLO; and such information has been duly inclu
in the relevant Identity Verification Form.

However, for the sake of clarity and avoiding onaesof
obtaining informatiomecessary for identifying the client ¢
verifying the identity of the client in complian@ath sectior

2 of Schedule 2 to the AMLO, the EAAtrongly
recommends licensees to fill out separate Identity
Verification Forms for their vendor anpurchaser clien
respectively.

Q27. For the completion of the customer’s address on ti
Identity Verification Form, must it be the customers
residential address?

Answer. The address can be a residential address or amgr oth
permanent address of contact.

In general, the residential address (or permaneatessof
contact, if different) of the customer is requiréal be
obtained. Moreover, dotel address is not sufficient
persons residing in Hong Kong or corporate custol



Q28.

Answer:

Q29.

Answer:
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registered and/or operating in Hong Kong; and & ptike
address is not acceptable in any circumstances.

If (a) the vendor client is marriedand the land searcl
shows that only the vendor client is the current rgistered
owner of the property; or (b) the purchaser ismarried,
would it be necessary for licensees tstate the name ¢
their client’s spouse as the beneficial owner in #hldentity
Verification Form and then conduct CDD on the spous?

In the above cases, if the licensee believes timaspouse of
his vendor/purchaser client is the beneficial owsreone of

the beneficial owners of the property (e.g. the uspo
provides the funds for the relevant transactiom, licensee
shall identify the beneficial owner and take readba

measures to verify the beneficial owner’s identity.

Section 1 of the Identity Verification Form sgs: “(but if
the customer has never been physically present
identification, please tick %" at least two) of the releva
boxes...”.What does that mean? Why is it necessary?

This means that a licensee has to give at Isastdiffereni
boxes a tick, that isne for each box. The idea is to furt
verify the customer’s identity by using at leasb different
identity documents, e.g. a Hong Kong Identity Cardl ¢
passport.

The above additional measure is recommended taatd
the ML/TF risk because if a customer is not physic
present for identification purposes, licensees gdherally
not be able to determine that the documentary ecile!
identity producedactually relates to the customer they
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Answer:

Q31.

Answer:
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dealing with. Consequently, the risk in respect thé
customer increases.

Is it sufficient to set out any one but ot all of the name:
of the shareholders in the ownership chart in th
enclosure to Annex of the Identity Verification Fom (for
use where the customer is a corporation)?

No.

It is necessary to set out each and every oneeaf o long
as he owns or controls, directly or indirectly, etihan 25%
of the issued share capital or voting rights, obwelercises
ultimate control over the management of the corpmma

In the Identity Verification Form (for use where the
customer is a corpoation), is it necessary to “tick” both
boxes at “Section 3: Ascertaining the Beneficial Omner” if
one of the two shareholders is an individual holdig 50%
of the issued share capital of the company and thather
shareholder is a corporation holding the otler 50%? For
the shareholder which is a corporation, is it necessry to
obtain the director’'s declaration and the ownershij
chart?

Yes.

In the above case, “Section 4: ldentification amdification
of Customer’s Beneficial Owner” should benuoleted a
soon as the shareholder who is an individual ieréained
However, the name(s) of the beneficial owner(s) of
corporate shareholder can only be ascertained adédinc
enquiries with the director of the company and ioing
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Answer:

Q33.

Answer:
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from him thenecessary director’s declaration and ownel
chart. Thereafter, Section 4 should also be comglehn
respect of the beneficial owner(s) of the corpc
shareholder.

If none of the shareholders of the company clientvans or
controls, directly or indirectly, more than 25% of the
iIssued share capital or voting rights, is it suffient just to
identify anyone of them and verify his identity?

If none of the shareholders owns or controls, diyeor

indirectly, more than 25% of the issued share aebmt

voting rights, then there is no need to identify ahthem or
verify his identity. However, the licensee shoutshcentrate
on identifying and taking reasonable measures tidyvihe

identity of those who exercise ultimate control ovke
management of the company.

Please refer to paragraph 4.18(c) of the Guidelines

If there are ten directors in the company and eaclof
them holds 10% of the issued share capital, how shilal
the blank for the names of the directors in theldentity
Verification Form (for use where the customer is .
corporation) be completed?

The names of all the ten directors should be putndm the
relevant box asking for the name(s) of directods) the
form, irrespective of their sharehabg. If there i
insufficient space, the names should be continueda
continuation sheet.
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Q34. If the client is company A and its shareholder is @mpany
B, which director (i.e. director of company A or canpany
B) should sign the director’s declaration?

Answer: The director of company A should sign the dired
declaration. He is supposed to know the intermedeger:
of the company and the ultimate beneficial ownershe
company.

Q35. In “Section 5: General Risk Assessment” of thédentity
Verification Form (for use where the customer is a
individual), how many ticks in the boxes under th
column marked “Yes” are needed for a licensee tosses
his customer as highdsk? Are there any guidelines ot
this?

Answer: As stated in paragraph 3.6 of the Guidelines, Bees, n
assessing ML/TF risks, should consider adlevant risl
factors before determining what the level of oerik is
and the appropriate level and the type of mitigatio be
applied and document their risk assessment.

To this end, licensees may assess the ML/TF risks o
individual customers by assigning a ML/TF risk magtito
their customers. While there is neither an agrestdof isk
factors nor a single methodology to apply thesk fastors

in determining the ML/TF risk rating of customerthe
following factors may be considered:

(a) customer risk;

(b) country/geographic risk
(c) service risk; and

(d) delivery channel risk

For detailed guidelines on risk assessment, li@nseay
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refer to paragraphs 3.5 to 3.8 of the Guidelin8sme
examples of the specific factors in relation to éissessme
of ML/TF risk rating ofcustomers are set out in Appendi
of the Guidelines for licensees’ consideration.

With a view to facilitating licensees to assessNH&TF risk
rating of their customers, some of the specifi¢cdexare als:
set out in Section 5 (or Section 6) of the releviai@ntity
Verification Form for licensees’ reference.

AML/CTF system

Q36.

Answer:

Q37.

Must there be a Compliance Officer and a Mone
Laundering Reporting Officer; and do the Compliance
Officer and the Money Laundering Reporting Officer
have to be different persons?

On the first question: it is not a must but for theper
implementation of AML/CTF systems, it is a good gtice

to have them for overseeing the establishment and
maintenance of AML/CTF systems.

On the second question: No. Depending on the aparahd
risk profile of an estate agency company, the sperson
may be appointed as its Compliance Officer and Mone
Laundering Reporting Officer.

Please refer to paragraph 2.9 of the Guidelines.
Is it a must for an estate agency company and sen

management to establish an AML/CTF system ¢
mentioned in Chapter 2 of the Guidelines?
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Answer:  No, but it is a good practice to do so.

According to section 23 of Schedule 2 to the AMLO,
licensees are required to take all reasonable mesaso (a)
ensure that proper safeguards exist to prevent a
contravention of any requirement under Part 2 opof3
Schedule 2 to the AMLO; and (b) mitigate the risk o
ML/TF. To fulfil such obligations, estate agencyngmanies
and senior management should, on a risk-based agpro
having regard to the size of their operation asé profile,
develop and implement policies, procedures andralsnt
(“AML/CTF systems”) on various aspects of their ingsses
and practices. The AML/CTF systems should covensre
such as risk assessment; CDD measures; continuous
monitoring of customers; suspicious transactionmmang;
record keeping and staff training.

It should be noted that where the word “should”espn a

guideline, a licensee is expected to follow thend#ad

therein set out as a matter of good practice. énkee is also
expected to be able to explain the reasons fordaparture
from that standard.

Please refer to paragraphs 2.2 to 2.4 of the Guoekel

Risk Assessment

Q38. How does an estateagency company incorporated ii
Hong Kong having a branch office in the Mainlanc
comply with the requirement regarding duties extaded
to branches and subsidiary undertaking outside Hon
Kong under the AMLO?

Answer: An estate agency company which is incorporated amgH
Kong with branches or subsidiary undertakings detsi
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Answer:

Q40.

Answer:

B K B E B R
ESTATE AGENTS AUTHORITY

Hong Kong must ensure that its branches and suapgidi
undertakings that carry on the same business asdiate
agency company in a place outside Hong Kong have
procedures in place to ensure compliance withheoextent
permitted by the law of that place, imposed undantdP2
and 3 of Schedule 2 to the AMLO. The estate agency
company should have in place a group AML/CTF poaoy
communicate the group policy to its branches ardisiiary
undertakings outside Hong Kong.

Please refer to paragraphs 2.15 and 2.16 of theeGues.

Is it necessary to provide clients with a Persona
Information Collection Statement in order to colled¢ or
make a copy of the client’s Identity card or passpad?

Yes.

On or before collecting personal data of a cliamtspant t
the AMLO, licensees should prowdo the client a Persot
Information Collection Statemestating clearly the purpo
of collecting the data, the classes of persons ltomv the
data may be transferred, and the consequencesling feo
provide the data and right of access to the data.

Please refer to paragraphs 2 to 4 of the Circulax

13-05(CR) and the sampkersonal Information Collecti
Statement thereunder.

Regarding “certified copies” of identification documents
who are the suitable certifiers?

Suitable persons for making certified copies ohideation
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documents may include:

(a) a professional third party, suchsadicitor, notary publi
or accountant etc.;

(b) an officer of an embassy or consulate of ther@y of
issue of the identity document; and

(c) a Justice of the Peace.

Is it necessary for a licensee to ask his client farovide
information on the source of wealth and source ofhe
funds that will be involved in the business relatinoship
whenever CDD is carried out?

No, unless there is a high-risk situation, for egém

(a) customer not physically present for identification
purposes;

(b) customer or his beneficial owner being a PEP;

(c) customer from or transaction connected with a
jurisdiction that does not adopt or insufficiendgopts
the FATF Recommendations;

(d) any situation that by its nature may present adrigisk
of ML/TF; and

(e) any situation specified by the EAA in a notice give
the licensee.

Please refer to paragraph 4.26 of the Guidelines.

One of theECDD measures is to obtain approval from th
senior management. What does “senior managemer
mean?

The term “senior management” means a chief exezutiv
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officer, managing director, sole proprietor, manggpartner,
directors (or board), senior managers or other atjey
management personnel (as the case may be) isvhoe ¢
licensed estate agent(s) under the EAO and whae
responsible, either individually or collectivelgrfthecontrol,
management and/or supervision of an estate agency
company’s business.

Please refer to Appendix A of the Guidelines.

Q43. What is meant by a PEP? Where can such informatiobe
found?

Answer: A PEP (i.e. politically exposed persas)efined in section 1

of Schedule 2 to the AMLO as:

(@) an individual who is or has been entrusted with a
prominent publidunction in a place outside the People’s
Republic of China and:

(i) includes a head of state, head of government,
senior politician, senior government, judicial or
military official, senior executive of a state-owhe
corporation and an important political party oféii
but

(i) does not include a middle-ranking or more junior
official of any of the categories mentioned in
subparagraph (i);

(b) a spouse, a partner, a child or a parent of arvithahl
falling within paragraph (a), or a spouse or argrbf a
child of such an individual; or

(c) a close associate of an individual falling within
paragraph (a).

Section 1(3) of Schedule 2 to the AMLO defines asel
associate as:
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(@) an individual who has close business relations with
person falling under paragraph (a), including an
individual who is a beneficial owner of a legal s@n
or trust of which the person falling under paradrég
Is also a beneficial owner; or

(b) an individual who is the beneficial owner of a lega
person or trugihat is set up for the benefit of a person
falling under paragraph (a).

Licensees may make reference to publicly avai
information and/or screening against commerciallgilable
databases for determining whether a customer @nafbial
owner of a customer is a PEP. Licensees may ale
publicly available information or refer to relevaeports an
databases on corruption risk published by speed
national, international, nogevernmental and commerc
organisations to assesvhich countries are most vulnere
to corruption (an example of which is Transpare
International’s “Corruption Perceptions Index”, whirank:
countries according to their perceived level ofrgption).

Please refer to paragraphs 4.29 to 4.34 of thegBoes.

Q44. Where the customer or the beneficial owner is fountb be
a PEP, one of the ECDD measures to be applied istike
reasonable measures to establish the customer’s tre
beneficial owner’s source of wealth and the sourcef the
funds that will be / are involved in the busines
relationship. How may a licensee establish the saue of
funds and source of wealth?

Answer: A licensee should adopt reasonable measures, ordBITCe
with his assessment of the risk, for establishivegsburce o
funds and source of wealth. In practical terms thiil often
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amount to obtaining information from the PEP andfymg
it againstpublicly available information sources such as ¢
and income declarations, which some jurisdictiorpeei
certain senior public officials to file and whichte include
information about an official’s source of wealthdacurren
business interests.

Please refer to paragraph 4.35 of the Guidelines.

Record-keeping

Q45. If a client only agrees to let a liensee verify his identity
against his Hong Kong identity card but refuses tdet the
licensee keep a copy, what should he do?

Answer: In so far as the identification and verificationtb& identity
of the customer is concerned, the licensee has lcethpith
the relevant requirement in the AMLO. However, & tloe:
not obtain a copy of the identification documentr
recordkeeping, he would not be able to comply with
recordkeeping requirement under the AMLO. In this cas
should explain to higlient about his obligation to keef
copy of the identification document as required the
AMLO.

Licensees may also, in the presence of their cljemark (o1
chop) the word “COPY” or “FOR AML PURPOSE ONLY”
across the photo on the copy identification docunten
enhance clients’ confidence of licensekséping his cop
identification document for record as sudhthe client is
adamant, the licensee should consider whether mefoka
amounts to a ground for suspicion so that he shoohdide
lodging an STR with the JFIU.



B K B E B R
ESTATE AGENTS AUTHORITY

Risk Assessment

Q46.

Answer:

How is a risk assessment of ML/TF risks made?

Licensees should take appropriate steps to iderdgges
and understand their ML/TF risks and take effectiggon tc
mitigate them. In asssing ML/TF risks, licensees sho
consider all the relevant risk factors before dateing wha
the level of overall risk is and the appropriateeleand typ:
of mitigation (e.g. taking supplementary measumeydrify
information relating to the cli¢rthat has been obtained
the licensee; ensuring that payments made areedaour
through accounts opened in the client's name witt
authorised institution or a bank operating in amnieaent
jurisdiction that has measures in place to ensanmepiance
with the requirements similar to those imposed u
Schedule 2 to the AMLO and is supervised for coamueé
with those requirements by a banking regulator hat
jurisdiction; taking reasonable measures to estabthe
client’s or the beneficial ovar’'s source of wealth and t
source of funds involved in the business relatigmnshnc
where there is any suspicion, an STR should be radee
JFIU, etc.) to be applied, and the&locument their ris
assessment.

Licensees may assess the ML/TF risks iaflividual
customers by assigning a MIF risk rating to the
customers. While there is neither an agreed seslofactor:
nor a single methodology to apply these risk fegtdhe
following factors may be considered:

(a) customer risk (e.g. resident or nmsident, type
customers, occasional or oo#; legal person structur
types of PEP, types of occupation, etc.);

(b) country/geographic risk (e.g. customers with resod
in or connection with highisk jurisdictions e.c
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countries identified by thé=ATF as having deficie
systems to prevent ML/TF, etc. );

(c) service risk (e.g. services that inherently havevigec
more anonymity, large cash payments, payn
received from unassociated or unknown third pal
etc.); and

(d) delivery channel risk (e.g. dme or other no
face-to-face, cross-boundary service, etc.).

Licensees may also refer to the examples of the secific
factors set out in Appendix B to the Guidelines.

With a view to assisting licensees to determinerislerating
of their custorars, the EAA has included section 5/6 in
relevant Identity Verification Form setting out gtiens fol
licensees’ general reference and consideration.

Please refer to paragraphs 3.5 to 3.9 of the GQoeelan
section 5/6 in the relevant Identity Verificatioorfn.

To comply with the recordkeeping requirement undel
the AMLO, is it necessary to make and keep a photopy
of the client’'sidentity document?

Yes, unless the original document is retained, rotise ¢
copy of the idetity document must be kept on microfilm
in the database of a computer.

Under the recordkeeping requirement, does the terr
“business correspondence” include emails and What#
messages?
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There is no legal definition of the term “bosss
correspondence” in the AMLO. It is to be applied iis
everyday normal meaning, which may include emaild
WhatsApp messages. Licensees are, however, nattexipe
keep each and every correspondence, such as & @4
emails with the client. e expectation is that sufficie
correspondence is kept to demonstrate compliante tive
AMLO.

Company search

Q49.

Answer:

Q50.

Answer:

May a licensee carry out a company search of
corporate client for the purpose of complying withthe
CDD requirement through a search company or a leg:
professional?

Yes, but the licensee remains liable under the AMbOa
failure to carry out that CDD measure though nahim the
AMLO prevents the licensee from carrying out a C
measure by its agent.

Can licensees use the information of a comparig.g.date
of incorporation) made available free of charge atthe
Integrated Companies Registry Information Systen
(ICRIS) for the purpose of filing out the Identity
Verification Form?

For a corportion incorporated in Hong Kong, i.e. a comp
incorporated under the Companies Ordinance (Cap), 6Re
information of the company can usudtlg verified against tt
information in the Companies Register maintained thg
Companies Registry. A licensebould verify such informatic
by conducting a search at the Companies Registry
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obtaining, for example, a company search regdery. ar
annual return) and other image records of documehtbe
company filed at the Companies Registry, copieswvhich
must be retained for record keeping.

However, if no company search is conducted orefriddevan
documents have not been filed with the Companiegsig, ¢
licensee should obtain from the custome&opy certified by
professional third party of thi@llowing documents and rete
a copy of the same for record keeping:

(@) the certificate of incorporation; and

(b) alist showing the names of all the current direscémo
current shareholders of thermspany and the address of
registered office.

Licensees may refer to Appendix D to the Guidelifies
guidance regarding information to be obtained tmntifying
and verifying the identity of a customer which is@poration
(including its beneficial owners) andow to obtain suc
information.

What if the client is a ompany incorporated outside Hong
Kong? Is it impossible to conduct a company searabf such
a company at the registry in the place of itsncorporation?
Is the certificate of incumbency of a company incqorated
outside Hong Kong the only means of verifying itsdentity?

As company clients may come to Hong Kong from akbr
the world, it is difficult to say for sure whethiens possible
or impossible to conduct a company search of thepemn
concerned at the registry in its place of incorpora

For a company incorporated outside Hong Kong bud
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established a place of business in Hong Kong, fieggiirec
to be registered under Part 16 of the Companiesn@mde
(Cap.622). Hence, a company search of such a cogmpan
be available at the Companies Registry in Hong Kong

A certificate of Incumbency issued by the regisdesgent it
the place of incorporation is not the only means$ &an
alternative of providing the necessary informatidor
verifying the information o the certificate of incorporatic
the names of the current directors and sharehohiesthe
company'’s registered office address.

An equivalent to a certificate of incumbency orimikar or
comparable document to a company search reporhe
registry in the place of incorporation is also gqtable.

For more details, please refer to Part B in Sectioof the
Identity Verification Form (for use where the custr is ¢
corporation).

Q52. Is a certificate of incumbency available at th Companies
Registry in Hong Kong?

Answer: No.

If the client is a corporation incorporated outsitieng Kong
a licensee should obtain from his client the follogv

(a) a company search report at the registry inpllaee o
incorporation or a similar oroenparable document to
company search report; or (b) a currergrtificate o
incumbency or equivalent issued by the registegeh@air
the place of incorporation or a copy thereof cedifby &
professional third party in the relevant jurisdictiverfying
the following: (1) Certificate of Incorporation;)(address ¢
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the registered office;(3) names of the currentado¥s); ant
(4) names of the current shareholder(s).

Licensees may refer to paragraph 5 of Appendix Qhto

Guidelines for guidance on verifying the informatiof a
corporation which is incorporated outside Hong Kong
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