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Combatting money laundering and terrorist
financing risks in property transactions

Introduction of the amended Ordinance and EAA’s

new practice circular

In January 2018, the Legislative Council enacted the Anti-Money
Laundering and Counter-Terrorist Financing (Financial Institutions)
(Amendment) Ordinance 2018 ("AMLQO"). This legislation, as taken
effect on 1 March 2018, extends the statutory requirements of
financial institutions in relation to anti-money laundering ("AML")
and counter-terrorist financing ("CTF”") to cover also estate agents
as one of the Designated Non-Financial Businesses and Professions
("DNFBPs").

Consequential amendments were made to the Estate Agents
Ordinance ("EAQ") to the effect that non-compliance with the
requirements under the AMLO may trigger the application of
certain provisions in the EAQ, including suspension or revocation
of a licence under section 27, investigation under section 28
and provisions on disciplinary actions under section 29. At the
same time, the EAA is designated as the relevant authority for
monitoring and supervising estate agents’ AML/CTF compliance.

In February 2018, the EAA issued a practice circular setting out
clear and comprehensive guidelines on the AML/CTF requirements
for the estate agency trade to conduct customer due diligence,
perform risk assessment, maintain continuous monitoring of
keep records, report suspicious transactions and
arrange staff training.

customers,

Enforcement and educational measures

During the year 2018, the EAA had taken a targeted approach and
a series of concrete measures to build licensee’s awareness on
AML/CTF and monitor their compliance to ensure that they would
meet the statutory requirements under the AMLO.
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On the enforcement front, the EAA conducted intensive
compliance inspections to supervise and regulate the estate
agency trade’s compliance with the AML/CTF requirements. The
number of AML/CTF compliance inspections carried out had
notably increased from 283 inspections in 2017/18, which was
before the AMLO took effect, to 786 in 2018/19.

Moreover, the following large-scale awareness building and
outreaching measures had been adopted to improve licensees’
understanding of their AML/CTF responsibilities and equip them
with the necessary knowledge of the AML/CTF requirements as set
out in the AMLO and the EAA’s practice circulars.
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information and updates for
licensees.

AML Corner

The EAA had developed an AML Corner in its website to facilitate
licensees’ easy access to useful and updated information on AML/
CTF. The AML Corner introduced several AML/CTF tools, such as a
Checklist for Licensees, a list of Suspicious Transaction Indicators,
as well as some useful links and the latest news on AML/CTF.
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The AML educational kit familiarises the

trade with the guidelines and assists them
in explaining to their clients about the
related requirements.

Educational kit

The Authority also produced an educational kit which included
a copy of the EAA’s guidelines on AML/CTF, an information
leaflet and a poster. The educational kit was distributed to all

estate agency shops to help licensees explain to their clients the
importance of AML/CTF compliance.

e-Leaflet

Also, with the support of the Financial Services and the Treasury
Bureau, the EAA had produced an AML e-leaflet to help licensees
explain to their clients their statutory obligation to obtain copies
of customers’ identity documents for fulfilling the customer due
diligence and record-keeping requirements.

CPD activities

Continuing Professional Development (‘CPD") activities, newly
designed in collaboration with the Narcotics Division of the
Security Bureau, offered both frontline licensees and senior
management of estate agency firms opportunities to keep abreast
of their responsibilities and obligations under the AMLO and the
EAA’s guidelines on AML/CTF.
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Qualifying examinations

In its regular qualifying examinations, the EAA added new
questions on AML/CTF to ensure new entrants to the estate
agency trade have a good understanding of the AML/CTF
requirements.

Mutual Evaluation with FATF

In November 2018, representatives of the Financial Action Task
Force ("FATF"), an inter-governmental body that sets international
standards on combating money laundering and terrorist financing,
visited Hong Kong to conduct a review (also known as Mutual
Evaluation) on the effectiveness of Hong Kong's AML/CTF
measures.

Prior to the Mutual Evaluation which took place in November
2018, the EAA had submitted both the findings of its AML/
CTF compliance inspections as well as feedback to the FATF's
recommendations to the Security Bureau and the FATF. Also,
representatives of both the EAA and the estate agency trade were
invited to participate separately in the Mutual Evaluation to see if
both had met the FATF requirements on both AML and CTF.

The Mutual Evaluation Report compiled by the FATF is expected
to be published in the second half of 2019. It will summarise
the estate agency sector's anti-money laundering and counter-
terrorist financing measures in place as at the date of the on-site
visit. The report will also analyse the trade’s level of compliance
and level of effectiveness of the AML/CTF system and provide
recommendations on how the system could be strengthened. As
the Mutual Evaluation is an on-going exercise, Hong Kong, being
one of the FATF member jurisdictions, would have to demonstrate
its efforts and contributions in combatting money laundering and
terrorist financing. Likewise, the estate agency sector, as one of
the DNFBPs, would have to keep up its work to ensure effective
implementation of the AMLO amongst the trade as well as
practitioners” AML/CTF compliance.
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Continuous effort by the EAA and the trade

After the Mutual Evaluation conducted by the FATF, emphasis
would be placed on the expansion of the EAA's AML/CTF
outreaching efforts and its risk-based inspections and enforcement
of the trade’s compliance.

New educational measures such as “train-the-trainers” courses
would be provided to equip staff members of estate agency firms
who are at managerial level with proper knowledge and skills in
supervising AML/CTF compliance of their firms. In addition, CPD
activities on the appropriate ways to report suspicious transactions
would be arranged to enhance licensees’ understanding of the
importance and proper ways to file suspicious transaction reports.

At the same time, the EAA will strengthen its manpower and other
resources to ensure sufficient and appropriate supervision of the
estate agency trade’s AML/CTF compliance. To foster the trade’s
effective management, supervision and control of their AML/
CTF compliance, a self-assessment form would be designed for
large estate agency firms' use to assess their own AML/CTF risks,
vulnerabilities and compliance. Moreover, user-friendly AML/CTF
procedures would be devised for small firms’ adoption.

It is understood that the Hong Kong Government and the FATF
have high expectation on the DNFBPs, including the EAA as
well as the estate agency trade in complying with the AMLO.
As such, the EAA has been actively collaborating with the Hong
Kong Government, the Joint Financial Intelligence Unit and
other international counterparts to ensure consistent, effective
and efficient implementation of the AMLO. The EAA will keep
evaluating its overall enforcement and outreaching strategies such
that effective implementation of AML/CTF measures among the
trade is warranted.
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Ethics and Regulations

Introduction of regulations

The EAA reviews the practices of the trade and issues practice
circulars to provide guidelines and directives on estate agency
practice from time to time, to enable licensees to comply with
their duties under the law. In the year, two circulars were issued.

Issuance of practice circulars

In response to increasing public concern that advertisements for
properties issued by estate agents may contain false or misleading
particulars, the EAA issued a new practice circular providing further
guidelines for licensees when issuing advertisements.

According to this practice circular, estate agency companies, in
addition to obtaining the prior written consent of the vendors/
landlords and taking all reasonable steps to verify the accuracy of
the information contained in the advertisements before issuance,
must assign a unique identification number (“Property Number”)
to each property to be advertised and state clearly and legibly
the Property Number and the date of which the advertisement is
issued or updated (“Advertisement Date”) on the advertisement.
Moreover, estate agency companies must ensure that all
information contained in the advertisements is accurate and
valid as at the Advertisement Date. To assist the trade to better
understand the requirements of this practice circular, a set of
“Questions and Answers” ("QAs") were provided at the EAA website
for the trade’s reference.

As the order and conduct of estate agents at first-sale sites have
constantly aroused considerable public concern, the EAA issued an
enhanced practice circular setting out more stringent guidelines
on estate agents’ order at first-sale sites of residential properties.
According to this practice circular, estate agency companies must
not deploy non-licensed staff to the first-sale sites for any form of
promotional activities. Estate agency companies are also required
to appoint a Commander-in-Chief (“CIC") to monitor and oversee
the order and conduct of all staff deployed to first-sales sites, who
must be a holder of an estate agent’s licence (individual) for a
period of at least 10 years and has been working in a managerial
role for at least five years; or is a sole-proprietor/partner/director
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of the estate agency company. Moreover, he/she must not have
been subject to any disciplinary action within the last three years
prior to his appointment as CIC.

At least one day before the launch of the sale for each
development, estate agency companies also need to provide
to the EAA a list of all staff to be deployed; a chain of command
chart; and an internal policy on staff deployment and how to
manage staff's conduct for maintaining good order at the first-
sale sites through the CIC. To assist the trade to comply with the
requirements of this practice circular, QAs on pertinent issues,
“Sample Record of Pre-sale Briefing for First Sale of Residential
Properties” and “Sample Staff Attendance Record of Pre-sale
Briefing for First Sale of Residential Properties and List of Staff to be
Deployed” were prepared and uploaded on the EAA website.

Complaints and Inspections

Complaints and enquiries handling

In 2018/19, the EAA received 291 complaints, a decrease of 32%
from 425 complaints in 2017/18. The complaints concerning the
sale of first-hand residential properties had decreased from 80
cases in 2017/18 to 49 cases in 2018/19. Key allegations of the
291 complaints included mishandling the provisional agreement
for sale and purchase (or the provisional tenancy agreement),
providing inaccurate or misleading property information and
failure to enter into an estate agency agreement with clients or
explain the agreement to clients. The most common complaints
related to first-hand residential properties included failure to
honour rebate promises, provision of misleading mortgage
information and offering loans to purchasers.

In July 2018, the EAA launched a new single performance
pledge on its complaint handling process from the start of a
complaint investigation to the conduct of the first inquiry hearing
proceedings. Under the new performance pledge, the time from
commencement of investigation to the first disciplinary inquiry
hearing is set to be within 10 months for Normal Cases and within
13 months for Complex Cases respectively, where the case is
referred to the Disciplinary Proceedings Section for conducting
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inquiry hearing. For Fast Track Cases, which involve only common
but straightforward breaches to be dealt with under the New
Scheme for Disciplinary Cases, the time from commencement of
investigation to the publication date of admitted breaches on the
EAA website is set to be within six months. The new performance
pledge seeks to present a clearer picture to the public and
stakeholders as the pledge is based on a simple approach. Since
the implementation of the new performance pledge, both
the Complaints and Enforcement Section and the Disciplinary
Proceedings Section worked diligently to ensure all cases were
being dealt with thoroughly and expeditiously.

In addition to complaints, the EAA also received 7,265 enquiries
on estate agency practices in 2018/19, and in response to those
enquiries, the EAA took follow-up actions on 1,447 enquiries.
Due to the high volume of enquiries received over the past four
years, additional staff will be recruited in 2019 to help out on the
increasing workload so as not to compromise a good standard of
performance in handling public enquiries.
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In 2018/19, the EAA received 291 complaints,
a decrease of 32% from 425 complaints in
2017/18.
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years. The figures include prima facie cases referred to and dealt with by
the Disciplinary Committee and non-prima facie cases disposed of by the
Complaints and Enforcement Section.

2 55 5K B9 1B 2R 45 3R * Results of Cases Completed* 2016/17 2017/18 2018/19

HEMAK L Substantiated” 95 131 106
HEME TP SZ Unsubstantiated 131 187 146
AR ZE Insufficient information to pursue 45 33 22
H 1 Others* 97 89 59
#E Total 368 440 333
* FATHKNERDBS RTFEENER &9 * Some cases completed in a year were brought forward from previous
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Compliance inspections and investigations

In 2018/19, the EAA continued to maintain its enforcement effort
on places of estate agency business and promotion sites of first-
hand residential property developments. During compliance visits,
the Enforcement Team regularly reminded frontline practitioners
to observe and comply with the requirements of the newly issued
practice circulars (Practice Circulars 18-02(CR) & 18-03(CR)) in a bid
to raise their professional and ethical standards, while at the same
time, to ensure a high level of compliance. We also monitored
online and printed advertisements issued by practitioners.
Frequent cyber patrols on property online portals and related
advertisements enabled us to promptly identify breaches of the
regulations and guidelines and take timely enforcement actions.
Notwithstanding, the EAA saw a gradual increase in various
advertisement-related breaches as well as rising consumer
expectations in the matter. The Enforcement Team will continue
to take enforcement actions and spare no effort in scrutinising
property online platforms and social media to safeguard public
interest.

With the public’s increasing interest in buying overseas properties,
the EAA regularly conducts inspections to see if licensees abide
by the practice guidelines on marketing overseas properties. We
also proactively visit overseas properties promotional venues to
understand the various sales tactics used by the licensed estate
agents, and use covert techniques if and when necessary to detect
any malpractice such as misrepresentation when promoting these
properties.
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Having been designated as the regulatory body under the Anti-
Money Laundering and Counter-Terrorist Financing (Financial
Institutions) (Amendment) Ordinance 2018 ("“AMLO") for
supervising estate agents in compliance with the legal and
supervisory requirements as set out in the AMLO since March
2018, the EAA is expected by both the Government and the
Financial Action Task Force to demonstrate a robust supervisory
and regulatory role in fulfilling the anti-money laundering ("“AML")
and counter-terrorist financing ("CTF") obligations. As such, the
EAA has been working closely with the estate agency trade on the
implementation of measures to prevent money laundering and
terrorist financing. During the year, the Enforcement Team has
conducted 786 inspections on estate agency shops to see if they
are complying with the practice circular on AML/CTF requirements.
Follow-up off-site monitoring and prudential visits will be
conducted to further enhance the estate agency trade’s awareness
and understanding of the money laundering and terrorist
financing threats. In addition, the EAA has plans to design a self-
assessment form to provide a systematic approach for the trade’s
large operators to assess their own AML/CTF compliance. The EAA
will conduct regular review sessions with the trade and perform
spot checks on their branches to ensure the large operators will
effectively conduct their self-assessment. A prudential survey will
also be conducted to examine the profile of the trade operators to
identify, address and mitigate their money laundering and terrorist
financing risks.
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In 2018, in response to the invitation of the EAA, a total of 27
property developers signed a Charter on 11 July and the media
were invited to witness the event. The signing of the Charter aims
at promoting the good order of the sale of first-hand residential
properties. Through the Charter, property developers understand
and agree that it is important for them to maintain the good order
of first-hand residential property sales offices. They pledge to do
their best to provide consumers with an ideal sales environment to
make important purchase decisions. They also agree to condemn
severely and will not allow any estate agent or staff from estate
agency companies to disrupt the order or commit inappropriate or
violent acts at the sales office or its ancillary areas. Depending on
the circumstances, property developers may fine the estate agency
company and its employees who are involved in unruly behavior
in any sales activities. After the initial signing of the Charter, seven
more property developers also joined in the effort and signed the
Charter. Currently, 34 property developers have signed the Charter.

During the year, the EAA conducted a total of 3,252 compliance
inspections, of which 1,374 were at first-sale sites and 1,878
(including 786 AML/CTF inspections) at estate agency shops. Some
661 spot checks on online advertisements and 364 on online
property portals were also carried out during the period.

BRARKLRFE [—FEEVRHEENE] 2HFEA -

Representatives of developers attended the announcement ceremony for the “Charter on the Sales of First-hand Residential Properties”.
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Number of Inspections
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Number of Inspections
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366 353
786
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500 1,293 1,272
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0
\\ 0 L
2016/17 2017/18 2018/19 2016/17 2017/18 2018/19
—FiEREEmE SRS TR%ER RBMHTFESBENE
First-sale sites* No. of routine No. of AMU/CTF
inspections inspections

* BIEERPTER - BRIHER NENT
* Include development sites, sales offices and
vicinity areas.
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Subsequent to these inspections and spot checks, 149
enforcement cases were opened, of which 14 cases arose
from first-sale inspections, 71 from estate agency shop visits,
38 cases from online and newspaper patrols and 26 cases of
a miscellaneous nature. Compliance failures, which constitute
violations of the EAO, its subsidiary legislations, and Practice
Circulars commonly revealed during the inspection process
included issuing non-compliant advertisements, failing to possess
property information, and failing to complete prescribed forms
properly.
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Enforcement Cases

{EZ2 8 B Number of Cases

F3Z B fE Z€ Opened
B 5 A B Z€* Completed*

* FRAEKNEARSSATFEENER %
BERKOAFEXNITENTLEZESEHEEN
Bz URBEFETHBEENREIZED
VAL FE

HOMOEEREHEBRZHSN
REBEBRERIFEAHEEH
AANAE

ERBERNEER  WEEDEBRNK
REM A ERASNREERKERE D
ER - HBEEITA - R2018/19FF -
EERAET 3RS RBERNE
R R 1 0 JEE MR 2 A S AR A FE R B R A
RoFRN - BEERMEFRRT 39EA
SEEZR - UETTHIERASE -

(EES 248

Number of Cases

2016/17 2017/18 2018/19
71 79 149
75 77 120

* Some cases completed in a year were brought forward from previous
years. The figures include prima facie cases referred to and dealt with by
the Disciplinary Committee and non-prima facie cases disposed of by the
Complaints and Enforcement Section.

Investigations into licensees/licence applicants
suspected of making false statements or

furnishing false information to the EAA

It is an offence to make a false or misleading statement or furnish
false or misleading information when making applications for
the grant or renewal of licences. In 2018/19, investigations were
conducted into 53 licence applications in which the applicants
were suspected of making false statements or furnishing false
information in their licence application or licence renewal process.
In the year, the EAA referred 39 suspicious cases to the Police for
criminal investigations.

{E 2= % B Number of Cases 2016/17 2017/18 2018/19

3 #Y{E 28 Opened
B SEAK A {8 Z€* Completed*

* FERFEREERBD REFRENRESR -

60 64
65 37 50

* Some cases completed in a year were brought forward from previous years.
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Disciplinary Actions

Inquiry hearings

If the Chief Executive Officer (“CEO") of the EAA has reasons to
believe that a licensee has failed to comply with the EAO and/or
its subsidiary legislation; or is not eligible to hold or continue to
hold a licence; or has failed to comply with a specified condition
attached to his licence, the CEO shall make a submission to the
Disciplinary Committee for consideration if an inquiry hearing
should be conducted.

The Disciplinary Committee, a standing committee established
under the EAO, receives, considers and conducts inquiries into
complaints and submissions by the CEQ. If the Disciplinary
Committee, after conducting an inquiry hearing, is satisfied that
the complaint or submission is well-founded, it may exercise
disciplinary powers including admonishing or reprimanding
the licensee concerned, attaching/varying specified conditions
attached to his licence, suspending/revoking his licence, imposing
a fine and making a costs order.

In 2018/19, the Disciplinary Committee adjudicated 184 cases, of
which 177 were substantiated (i.e. 96.2%). As a result, a total of
180 licensees were disciplined, among whom 124 were individual
licensees' and 56 company licensees.

7

R EARE R o
A staged inquiry hearing.

' Including sole-proprietors and partners of estate agency firms.
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During the same period, 24 licences were suspended for periods
ranging from seven days to 14 weeks. Licensees disciplined were
found to have been engaged in unprofessional conduct such as
making misrepresentations, failing to protect and promote the
interests of their clients, or failing to exercise due care and due
diligence in fulfilling their duties.

A total of 129 licensees were fined, with the fines ranging from
$500 to $300,000.

Publication of reasons for the decisions of inquiry
hearings

For achieving greater transparency, the EAA has since February
2017 published on its website the reasons for the decisions of the
inquiry hearings conducted by the Disciplinary Committee.

The publication of the reasons for the decisions enables the estate
agency trade and the public to have a better understanding of the
EAA’s disciplinary decisions. It also gives licensees an opportunity
to learn about how to comply with the EAO and/or its subsidiary
legislation so that similar non-compliances could be avoided
in the future. Moreover, by demonstrating what regulatory
action is being or has been taken and the reasons behind,
public confidence in the regulatory role of the EAA can also be
maintained.

Number of Inquiry Hearings with Decision Handed Down

(’

250
200 187
150
100

50

229

184

BRRIRER
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2018/19

HEREEER 2018-19 F#

BA#5% Proactive in Law Enforcement

115
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Number of
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2018/19F EF REREFF*

Common Types of Non-compliance in 2018/19*

1. EESRHVENEHERERAREETEERMELHHNES
Failure to comply with the guidelines issued by the EAA when providing the floor area of the 26
property concerned in the advertisement

2. BUEERIRGUES  MHRERH|ESERKIARGUEENNHER REEHS
FEAREMBHES  BHEREAFETRNES
Issuing a false or misleading advertisement; providing to a newspaper a press statement 22
which included false or misleading information; advertising without vendor's prior written
consent; advertising in contravention of vendor’s instruction

3. ETAELHMEEEYMH AT ABER LB S8 FER  EARBUSHAE A
BB TR RIS PRRE B SRS
Placing or causing to be placed advertising materials on the pedestrian sidewalk; putting up 19
or causing to be put up a banner on the pedestrian fence; affixing an advertising placard in a
public place without the requisite permission

4 TERESH—FARM  REMBGERRERHBEE
Failure to wear Estate Agent card and/or staff card when promoting the sale of first-hand 17
properties

5. XREBITREPELOER € BIEHAE KR SAZSEL ARG BEE

Failure to give and/or set out in writing the cash rebate as promised to clients

6. FHEARAREETBEIIARERYEMBREIRENBESTEEHANERS (R
5%817-03) F14() ~ D) ROBRFTIERANER « BB BRINIREZKYER - REBLE
EREHER R R TR - RGEARREEIE
Failure to state clearly the information as specified in paragraphs (14)(@), (b) & (c) of Practice
Circular No. 17-03 (CR) in the advertisement prepared or distributed by the licensee for the
sale of an uncompleted property situated outside Hong Kong (UPOH); failure to obtain
the vendor's express endorsement in writing of the accuracy and completeness of the
information contained in the advertisement to promote the UPOH

7. ANEERRITAXRBNBETERZRE  IARGHDEZNIARBRITEBRAL - 3L
AR AREMN FaZRBAPMIEASGIRN XY  REEMERIE R R FIAE NS
f5R
Failure to complete a prescribed form in accordance with the directions specified in the 15
form or supply a completed prescribed form to a person or attach to a prescribed form such
documents as directed or specified in the form; failure to stipulate the term of validity period
in the estate agency agreement

8. RAERFPRHEERNMEXRZIER  RATKREETELHNMENR HER R ERENE
Providing wrong property or transaction information to clients; failure to verify the accuracy 13
of property or transaction information provided to clients

9, REETTHER  REMER HAERE T HERER BESHERORD
Failure to conduct a land search; failure to supply the land search result/explain its contents 13
to the purchaser/tenant

17

17
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ERRE
Number of
Allegations

2018/19 FEE REHREIT*

Common Types of Non-compliance in 2018/19*

0. REELZHHENZEETNSD REBRRREXZZLRESZHE 1L HRRE
B/ MERBHENATEREES HHEAIKES MREAEE B HBEE
RIDEEERZE A - REZRERBOT LS EE EARS
Failure to ascertain the ownership of the property before arranging it for rent; failure to
ensure that the signatory was duly authorised by the vendor/lessor or purchaser/tenant 12
to sign the provisional agreement for sale and purchase/tenancy agreement/provisional
tenancy agreement/estate agency agreement; failure to ascertain whether there was any
restriction on sub-letting in the head lease before arranging for the sub-tenant to sign the
sub-tenancy agreement

* WL B ARSI NBBE—BERSEE ° * There could be more than one type of non-compliances in some inquiry
hearing cases.

= St a4k 5T R4~ &h *
Fboli N L Bl i : 2016/17 2017/18 2018/19
Actions Taken Against Licensees or Former Licensees*

B RN A AT R A

: : ) 324 359 180

Number of licensees or former licensees involved
TEMEE
Type of actions'
CEYe
A~ ER _ 192 233 183
Admonishment/reprimand
g3
=i 132 168 129
Fine

B8 B 0 fige 52
e tﬁﬁﬂJD{ﬂﬁFu | 177 - -
Attachment of conditions to licence?
i EH R R
= T%%Hﬁﬂ“ , 25 31 24
Suspension of licence
o 294 S0b 34
Revocation of licence

© A ETERARRCH E IR AR B ) EY R ) T 4E * These actions were taken pursuant to powers under the EAO. Some actions

AR - B AR DA TNER L EILE - 3 may be disciplinary in nature and others not. Some cases were carried over
MREFRABAESHER - from previous years.

D B ERF - SEHE—FERALIRFEAK " In some cases more than one action was imposed on the same licensee or
ENiRiR —IETTE) ° former licensee.

2 EB G R R BRI P AN - ELERRIBEIRF HN 2 Some conditions were attached upon the granting of licences and others

attached thereafter.

SEUEEERAERDARRERSHE B ~ These cases were decided by the Licensing Committee on the ground that the

R R AT RS AR E E R R - licensees concerned no longer met the relevant licensing requirements.

EREESS 2018-19 F8 | | /
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