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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. 23-0CR)
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.
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&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 licenseéigolved, 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.



Q3.

Answer:

Q4.

Answer:
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(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?

“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

iIs 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, he wallrbgarde

as the licensee’s client and the licenkas to carry out CD

on the purchaser.

Referring to the answer in Q3 would there be an
difference if the purchase has given a written statemen
confirming that the licensee does not act for himni the
purchase?

It depends. The written statement that the licedsg@ot ac
for the purchaser is not conclusive evidence.dfghrchase
despite such a witen statement, has in fact used the ser



Q5.

Answer:

Q6.

Answer:
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of the licenseen circumstances described in the answe
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 the sale of a first-hand propey?

Yes, if the vendor and/or the purchastains or otherwis
uses the services of or otherwise engages or esilwe
licensee because they will then be relgaras the license:
clients A licensee has to carry out CDD on his cl
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 the
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 agént is nc
required to carry out CDD on the vendor. Howevée
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.



Q7.

Answer:

Q8.

Answer:

Q9.

Answer:

Q10.
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Referring to Q6 above, if the purchaser has given tr
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 &gt 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 cal
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 as the submission of the registratibmntent
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 byanother licensee (i.e
unrepresented), does the licensee have to carry oGDD
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 Wich case the CDD requirements
applicable to him.

Are there any exemptions fromthe requirement of
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carrying out CDD measures under the AMLO?

Answer: No, unless the transaction is only an “occasioraddaction
which is defined to mean aansaction between a licen:
and a customer who does not have a business relhip
with the licensee and the amount involved in tloaicasione
transaction” does not exceed an aggregate val$#&2gf,000.
Though there are basically no exemptions,cansee me
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 institution and a corporation listed onyastock
exchange.

Please refer to paragraphs 4.6, 4.7, 4.20 and df2he
Guidelines.

Q11. If a licensee acts for a client on one occasionly but not
again, can that single transaction be regarded asn
“occasional transaction” so that there is no needot carry
out any CDD?

Answer: No.

Under section 1 of Schedule 2 to the AMLO, “occaal
transaction” is defined as a transaction betweditemse
and a customer who does not have a business relhip
with the licensee. In most cases, a sale and psecbé ¢
property involves an element of duration and sausires:
relationship is formed between a licensee and hstomer
Pursuant to sectior8(1) of Schedule 2 to the AML!



Q12.

Answer:

Q13.

Answer:
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licensees must carry out CDD befastablishing a busine
relationship with the customer, andust carry out CDI
before carrying outfor the customer any occasio

transaction that involves an amount equal to afove
$120,000 or an equivalent amount in any other oagfe
whether the transaction is carried out in a simgleration or
in several operations that appear to the licensee tmked

It should be noted that the value of the transactiere
means the grosgalue of the property transaction, not

value of the deposit payable under the propertysaetion o
the licensee’s commission. In any event, since gngprice:
in Hong Kong are high, it is unlikely that the amowf a
transaction would fall below $120,000.

Please refer to paragraphs 4.6 and 4.7 of the (hugde

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

So long as the vendor is the licensee’s client, Giab to b
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 under the AMLO are only astile
when a licensee is involved, inoHg Kong, in a transactis
concerning the buying or selling of real estate doclient
Since the transaction in the above case conceebuiiing
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or selling of shares of a company but not the esthte b
the company, the CDD requirements thereforendbapply
to the licensee.

Timing of carrying out CDD

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

Answer: No.

Despite the fact that a licensee is, pursuanttbae6 of the
Practice Rgulation, required to enter into an estate ag
agreement with his purchaser client prior to arnaggar
inspection of the residential property concernegyra@perty
inspection arranged by a licensee and attended
prospective purchaser does not, fine purpose of tt
AMLO, constitute a business relationship. In otlerds.
CDD is only applicable wheman agreement for sale &
purchase is entered into.

Please refer to paragraph 4.6 and footnote of2the
Guidelines.

Q15. Must the CDD process & completed by a licensee befo
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 ipies/ant
it is prudent to do so.

However, a licensee may complete the CDD procetss af
arranging for his client to enter into a provisibagreement



Q16.

Answer:

Q17.

Answer:
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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

managed. In any case, he must complete the CD2gsas
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 reasonably practicable™?

It depends on the particular facts of each caseefady
speaking, licensees should use their best endeavim
complete the verification and in any event, norlat@nthe
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 physically presentof
identification. Since the power ofattorney is duly attestec
by a solicitor, can it be argued that the identityof the
vendor must have been duly verified by the soliciit
beforehand in which case the licensee needs ruatrry out
CDD on the vendor?

No.

If the power of attorneysi properly executed by the ven
and attested by a solicitor, it may reasonably tesitlere:
that the ML/TF risk does not seem to be high eheugh the
vendor has not been physically present for idexatiion ant



CDD

Q18.

Answer:
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his attorney had not produced the wveril identity
documents for the licensee’s verification. Howevéig
licensee should be mindful thahless he has verified t
vendor's identity by reference to documents, dat
information provided by a recognised digital id&o&tion
system, if thevendor has not been physically present
identification, additional measures have to be rtagkech a
further verifying the vendor’s identity by using dational
documents not previously used. this connection, tr
attorney must be advised to produwe different types c
identity documents of the vendas soon as possible ant
the licensee is unable to complete the CDD prodessnus
terminate the business relationship as soon asmabl
practicable if he has established a business sakdip with
that customer.

Please refer to Q61 to Q63 of th@&As for furthel
information in relation to recognised digital idéication
system.

How should licensees explain to individual client laout
their obligation to keep a copy of thedentity document as
required by the AMLO?

Licensees should explain to individuelient that it is
statutory requirement under the AMLO for thenvaify the
client’'s identity against his/her identity documéeatg. Honc
Kong identity cardpassport or travel document), and ob
a copy thereof for record-keeping.

To assure the individual client that there will pp@per us

10



Q109.

Answer:
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and handling of his personal data, licensees shepthin tc
the client that collection of the personal datamdy for the
performance of estate agency work for the clienttlosu
particular occasion and they will not use the peasdata fo
any other purpose nor transfer the personal datart party
without the client’s consent. Licensees should &splair
that they are required to comply with the PersoDate
(Privacy) Ordinance and the EAAs relevant guidesinor
collection, use and handling of client’s persoratkd

If necessary, licensees may refer the individuigntlto the
e-leaflet jointly issué¢ by the EAA and the Narcoti
Division of the Security Bureau which explains tsstomer:
about the AMLO requirement of obtaining custom
identity document and keeping a copy for rel
(www.eaa.org.hk/Portals/0/Sections/CC/AML _en)pdf

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

In this case, the licensee will not be able to detepthe
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 relstipna:
soon as reasonablygmticable if he has already establish:
business relationship with that client. The licenshoul
also assess whether failure to complete the CDxegst
provides grounds for knowledge of suspicion of ME/&nc
for filing a STR with the JFIU.

Please refer to paragraph 4.15 of the Guidelines.

11



Q20.

Answer:

Q21.

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

If a licensee contravenes or fails to comply with
AML/CTF requirement as defined indlEAO, the EAA ma
take disciplinary action against the relevant lgssa unde
section 29 and exercise the disciplinary powersusdctiol
30 of the EAO; and may suspend or revoke hislicence
under section 27 of the EAO.

Who should a lieensee identify as beneficial owner |
relation to a trust and what should he do to verifythe
beneficial owner’s identity?

According to section 1(1) of Schedule 2 to the AMLS
beneficial owner in relation to a trust is:

(a)a beneficiary or a aks of beneficiaries of the trust enti
to a vested interest in the trust property;

(b)the settlor of the trust;

(c)the trustee of the trust;

(d)a protector or enforcer of the trust; or

(e)an individual who has ultimate control over thestru

A licensee shouldake reasonable measures to verify
beneficial owner’s identity, based on his assessroérthe
ML/TF risk, so that he is satisfied that he knowlsowthe
beneficial owner in relation to a trust is, incligimeasure
to enable him to understand the owamp and contrc
structure of the customer.

Please refer to paragraph 4.18(e) and (f) of thel&hnes.

12



Q22.

Answer:

Q23.

Answer:
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What is the difference between customanCDD, SCDD
and ECDD?

The main difference lies in the need and extenttha
identification and verification of the identity of the custor
and his beneficial owner. Under the customary CDBth
the customer and his/her beneficial owner have @
identified and their identities have to be verifiddndel
SCDD, only the customer has to bentiged and his identit
verified, and there is no need to identify the biiersd owner
or to verify his identity. Under ECDD, apart froehentifying
the customer and his beneficial owner and verifyihgir
identities, a licensee must take reasonable sorea t«
establish the customer’s or the beneficial owneoarce o
wealth and the source of the funds involved intithsines
relationship.

If the client is a corporation with 49 shareholders is it
necessary to identify all of them and verifyall their
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 shareholdess cor
controls, directly or indirectly, more than 25%tbe issued
share capital or voting rights, then there is ne&dndo
identify any of them or verify their identities.

Where the ownership is disgsed, the licensee sho
concentrate on identifying and taking reasonablasuees t
verify the identity of those who exercise ultimatntrol ove
the management of the company.

13



Q24.

Answer:

Q25.

Answer:
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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 entitgttifalls
within that section, licensees are not requireddemtify or
verify the keneficial owners of that entity in that chain w
establishing a business relationship with the custo

In the above case, if the shareholder of the slogifpany is
corporation listed on any stock exchange, therlitkeasee i
not required to iderfyy and verify the beneficial owners
the listed company. Nonetheless, SCDD must nafdpdiec
when the licensee suspects that the customer,uteraer’
account or the transaction is involved in ML/TFvdren the
licensee doubts the veracity or adaqgy of any informatio
previously obtained for the purpose of identifyiribe
customer or verifying the customer’s ident
notwithstanding that the type of customers fallsthim
section 4(3) of Schedule 2 to the AMLO.

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?

In general “No”, unless the fatherdaw is the benefici:
owner. If the father-in-law simply lends or givesmey asa
gift to the purchaser client without the intentiohretaining
any beneficial interest and/or controlling the fager clien
the father-inkaw is unlikely a beneficial owner. However,
licensee should make appropriate enquiries whesee thrt
indications that the client is not acting on his ovahélf sc

14



Q26.

Answer:
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as to ascertain whether the client is also the fozaleowner.

Please refer to paragraph 4.18 of the Guidelines.

To complete the CDD measures for companies wi
multiple layers, what should licensees do after they han
identified the ownership structure of the intermedate
layers of the companies (e.g. by obtaining a diremt's
declaration annexing an ownership chart describinghe
intermediate layers)?

After identification ¢ the ownership structure of t
intermediate layers of the companies, licenseesldherify
the accuracy of information in respect of everyelagf the
companies.

The method or document to be used for verificatad
information in relation to thearnpanies may vary depend
on the place of incorporation of the companies.eabe refe
to paragraph 8 of Appendix D of the Guidelinesdetails.

Once the information in respect of every layer aimpanie:
Is verified, licensees should then verify tidentity of the
individuals who are the beneficial owners of thetomer.

Identity Verification Form

Q27.

Answer:

What is the purpose of the Identity Verification Fam?
Where can the form be obtained?

The purpose of the Identity Verificatié-orm is to facilitat

licensees to carry out CDD for compliance with &MLO.
Although licensees are free to make their own fotimsy art

15



Q28.

Answer:

Q29.

Answer:
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strongly encouraged to use the appropriate Ide
Verification Form which is available for downloabm the
EAA website.

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?

It depends. If a licensee has obtnall the informatio
necessary for identifying the client and verifyithg identity
of the client and also for identifying the benedlcowner (il
any) and verifying the identity of the beneficialvrer in
relation to the client in accordance with sact?2 of Schedul
2 to the AMLO, and such information has been dotludec
in the Form 3/Form 4, there is no need for him amplete
the Identity Verification Form in so far as carrgiout CDC
Is concerned. In fact, while the EAA has designetibadad
Identity Verification Form to facilitate license&s carry ou
CDD, licensees are free to make their own formsunf
manner as they may think fit.

Licensees are, however, strongly encouraged to the
Identity Verification Form or adopt it with mdatations tc
suit their particular needs as the form is compmsive anc
specially designed to assist licensees to comphj \the
statutory CDD requirements.

Is a client required to sign the ldentity Verification
Form?

No.

16



Q30.

Answer:
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Though theclient concerned may be asked by the licens
answer certain questions or produce certain infoomaas
requested on the Identity Verification Form, thee is no
required to sign the form. The form should be siijhg the
licensee who serves tradient concerned and has seen
original/certified copy of thedlocumentary evidence in t
CDD process.

It should, howeverpe noted that a director’s declaral
obtained pursuant to section 3 of the Identity fitation
Form (for use where the custemis a corporation)
required to be signed by a director.

For the purpose of complying with the Guidelines fo
carrying out CDD, can licenseeswhen acting for both the
vendor and the purchaser clients, fill out only one
Identity Verification Form?

There is no requirement in the Guidelines on thelver of
Identity Verification Forms that licenseasust fill out, sc
long as licensees can obtain all the informatiocessaryfor
identifying the client and verifying the identity the dient,
and also for identifying the beneficial owner (ifiyd anc
verifying the identity of the beneficial owner ielation to
the client in accordance with section 2 of Sched@ute the
AMLO; and such information has been duly includedhe
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@eth sectior
2 of Schedule 2 to the AMLO, the EAA stgin

17
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recommends licensees to fill out separate Identity
Verification Forms for their vendor anpurchaser clien
respectively.

Q31. For the completion of the customer’s address on tt
Identity Verification Form, must it be the customers
residential address?

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

In general, the residential address (or permaneaitessof
contact, if different) of the customer is requiréal be
obtained. Moreover, a hotel addses not sufficient fc
persons residing in Hong Kong or corporate custs
registered and/or operating in Hong Kong; and & ptike
address is not acceptable in any circumstances.

Q32. 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?

Answer: In the above cases, if the licensee believes tigaspouse of
his vendor/purchaser client is the beneficial owsreone of
the beneficial owners of the property (e.g. the useo
provides the funds for the relevant transactiomd, licensee
shall identify the beneficial owner and take readda
measures to verify the beneficial owner’s identity.

18



Q33.

Answer:

Q34.

Answer:
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Section 1 of the Identity Verification Form (br use where
customer is an individual) says: {but if the customer has
never been physically present for identification dfrthe

customer has not been present and the licensee hais
identified or verified the customer’s identity ohe basis of
documents, data or information provided by a recaoggd

digital identification system, please tickv” at least two)
of the relevant 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 if the customer has r
been present and the licensee hasidentified or verifiel
the customer’s identity on the basis of documedé&a o
information provided by a recognised digital id&éoétion
system, the licensee will generally rizg¢ able to determir
that the documentary evidence of identity produaeially
relates to the customer they are dealing with. Eguently
the risk in respect of the customer increases.

Is it sufficient to set out any one but not &lof the names
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

19



Q35.

Answer:

Q36.

Answer:
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as he owns or controls, directly or indirectly, etinan 25%
of the issued share capital or voting rights, oowetercises
ultimate control over the management of the cormma

In the Identity Verification Form (for use where the
customer is a corporation), is itnecessary 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 other 50%7#or
the shareholder which is a corporation, is it necessato
obtain the director’'s declaration and the ownership
chart?

Yes.

In the above case, “Section 4: Identification amdification
of Customer’s Beneficial Owner” should be completes
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
from him the necessary director’s declaration anthershiy
chart Thereafter, Section 4 should also be complete
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
issued 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

20



Q37.

Answer:

Q38.

Answer:

Q309.
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indirectly, more than 25% of the issued share ehmrt

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

identity of those who exercise ultimate control ke

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 the Idatity
Verification Form (for use where the customer is

corporation) be completed?

The names of all the ten directors should be putndim the
relevant box asking for the name(s) of directods) the
form, irrespective of their shareholding. If theres
insufficient space, the names should be continueda
continuation sheet.

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?

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

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

Answer: As stated in paragraph 3.8 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
refer to paragraphs 3.5 to 3.10 of the GuidelinBeme
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 licenseds assess the ML/TF ri:
rating of their customers, some of the specifi¢cdexare als:
set out in Section 5 (or Section 6) of the relevigiantity
Verification Form for licensees’ reference.
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AML/CTF obligations

Q40.

Answer:

Q41.

Answer:

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 gtiee

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?

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 and ralsnt
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(“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 Guekel

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

An estate agency company which is incorporated amgH
Kong with branches or subsidiary undertakings detsi
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 to 2.17 of theeBoes.
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Answer:

Q44.

Answer:

ECDD

Q45.
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Is it necessary to provide clients with aPersona
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 provide to the clieiRaasmal
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 pagraphs 2 to 4 of the Circular M
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

documents may include:

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

(b) an officer of an embassy or consulate of the Cguoi
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 relatinship
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whenever CDD is carried out?

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

(@) 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 Guidelindfith
respect to a customer not physically present for
identification, if the licensee has identified thiestomer and
verified his identity by reference to informatioropided by

a recognised digital identification system, theuisgments
under paragraph 4.28 of the Guidelines will notlapp

Q46. One @& the ECDD measures is to obtain approval from th
senior management. What does “senior managemer
mean?

Answer. The term “senior management” means a chief exezutiv
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 whaoe
responsible, either individually or collectivelgrfthecontrol,
management and/or supervision of an estate agency
company'’s business.
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Please refer to Appendix A of the Guidelines.

What is meant by a Non Hong-Kong?EP? Where car
such information be found?

A (non-Hong Kong) PEP (i.e. politically exposed gmar)is

defined 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 Hong Kong
and:

() 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 oféki
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 arviohahl
falling within paragraph (a), or a spouse or argarbf 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:

(a) an individual who has close business relations with
person falling under paragraph (a), including an
individual who is a beneficial owner of a legal g@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 trusthat is set up for the benefit of a person
falling under paragraph (a).
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Licensees may make reference to publicly avai
information and/or screening against commerciallgilable
databases for determining whether a austioor a benefici:
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
organiséions to assess which countries are most vulne
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 4.30 to 4.35 of thegBoes.

Is an individual who is entrusted with a prominent publc
function within Hong Kong considered to be a PE
under the Guidelines?

Yes.

Such individual would be considered a Hong Kong .|
For the purpose of the Guidelines, a Hong Kong F
means:

(@) an individual who is or has been entrusted wi
prominent public function in Hong Kong: (i) includj e
head of government, senior politician, se
government or judicial official, senior executivé &
governmenbwned corporation and an import
political party official; (i) but not including
middle+anking or more junior official of any of tl
categories mentioned in subparagraph (i);

(b) a spouse, a partner, a child or a parent of arviohaal
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Answer:
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falling within paragraph (a), or a spouse or a partne
child of such an individual; or

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

Although there is not a published list of Hong KdrgPs
licensees should note that the definition does cmter
middle-ranking or relatively junior officials.

Licensees should apply the ECDD measures if avichatl
iIs known to be a Hong Kong PEP. However, if aftding
reasonable measures, licensees could still notrrdiste
whether an individual is a d¢thg Kong PEP, they shot
conduct ECDD as a precautionary measure.

Where the customer or the beneficial owner is fountb be
a Hong Kong PEP or Non-Hong KongPEP, one of the
ECDD measures to be applied is to take reasonal
measures to establis the customer’s or the beneficie
owner’s source of wealth and the source of the fursdthat
will be / are involved in the business relationship. Ho
may a licensee establish the source of funds andusce of
wealth?

A licensee should adopt resmble measures, in accorda
with his assessment of the risk, for establishivegdource ¢
funds and source of wealth. In practical termss thiil often
amount to obtaining information from the Hong KdpgPor
Non-Hong Kong PEP and verifying it againpublicly
available information sources such as asset andmie
declarations, which some jurisdictions expect certeniol
public officials to file and which often includefarmation
about an official's source of wealth and currensibas:
interests.
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Answer:

Q51.

Answer:
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Please refer to paragraph 4.36 of the Guidelines.

Should a licensee apply the ECDD measures Former
PEPs who are no longer entrusted with a prominer
public function?

It depends.

If a Former PEP is no longer entrusted wéthprominen
public function, a licensee may not need to appé/ ECDLC
measures and only need to carry out the custom@&i
measures if he is satisfied that the Former PER e
present a high risk of ML or TF based on appropridsk
assessment whiclshould take into account various
factors such as:

(a)the level of (informal) influence that the FormeER
could still exercise;

(b)the seniority of the position that the Former PERIhor

(c)whether the Former PEP’s previous and current fom
are linkel in any way (e.g. formally by appointment of
Former PEP’s successor, or informally by the fhat the
Former PEP continues to deal with the same sulbg
matters).

Please refer to paragraphs 4.38 and 4.39 of theelues.
Referring to the answer in Q50, what should a licensee
if he is still not sure if the Former PEPpresents a higl

risk of ML or TF after appropriate risk assessment?

If the licensee, after making appropriate risk assent,is
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still unsure or still has doubt as to whetliee Former PE
presents a high risk of ML or TF, he should condel€DD
as a precautionary measure.

Record-keeping

Q52. If a client only agrees to let a licensee verify Giidentity
against his Hong Kong identity card but refuss to let 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 leainpith
the relevant requirement in the AMLO. However, & tloe:
not oliain a copy of the identification document
recordkeeping, he would not be able to comply with
recordkeeping requirement under the AMLO. In this cas
should explain to his client about his obligatian Keep
copy of the identification docume as required by tt
AMLO.

Licensees may also, in the presence of their cljemirk (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 sefoka
amounts to a ground for suspicion so that he shoohgide
lodging a STR with the JFIU.

Q53. To comply with the requirement for documenting risk
assessment, is it sufficient to keep records in &énsee’:
mind?
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Answer: No.

Although *“record” in the AMLO means any record
information (however compiled or stored), it shoube
capable of being reproduced in a legible form. c8&in
memory in one’s mind cannot be reproduced in able
form, it would not be regarded as “record” keptliognsee
for the purpose of documenting their risk assessmefs
such, licensees should keep written or electroeeonds o
the risk assessment,

Please refer to paragraph 3.11 of the Guidelines.

Risk Assessment
Q54. How is a risk assessment of ML/TF risks made?

Answer: Licensees should take appropriate steps to iderdsges
and understand their ML/TF risks and take effecaggon tc
mitigate them. In assessing ML/TF risks, licenssbeulc
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 client that has beenawi®d by
the licensee; ensuring that payments made areedaour
through accounts opened in the client's name witt
authorised institution oan institution that is incorporated
established in an equivalent jurisdicti@arries on a busine
similar to that carried on by an authorised insibig has
measures in place to ensure compliance with
requirements similar to those imposed under Scleeduic
the AMLO; and is supervised for compliancethwthose
requirements by authorities in that jurisdictihrat perforn
functions similar to those of the Monetary Authgyritaking
reasonable measures to establish the client'seobéheficia
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owner’s source of wealth and the source of fundslued n
the business relationship; and where there is agpision,
STR should be made to the JFIU, etc.) to be apphiedthen
document their risk assessment.

Licensees may assess the ML/TF risks of indivi
customers by assigning a ML/TF risk rating their
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 one-o#ghl person structul
types of PEP, types of occupation, etc.);

(b) country/geographic risk (e.g. customers with resd
in or connection with highisk jurisdictions e.c
countries identified by the FATF as having defit
systems to prevent ML/TF, etc.);

(c) service risk (e.g. services that inherently haveviged
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 determinerilerating
of their customers, the EAA has included sectidh iB/the
relevant Idatity Verification Form setting out questions
licensees’ general reference and consideration.

Please refer to paragraphs 3.5 to iihe Guidelines ar
section 5/6 in the relevant Identity Verificatioorin.
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Answer:

Q56.

Answer:
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To comply with the record-keepingrequirement under
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 identity document must be kept on nfitroor
in the database of a computer.

Under the recordkeeping requirement, does the terr
“business correspondence” include emails and Whatg#
messages?

There is no legal definition of the term “busin
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 & s¢
emails with the client. The expectation is thatfisignt
correspondence is kept tordenstrate compliance with t
AMLO.

Company search

Q57.

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, butthe licensee remains liable under the AMLO fi
failure to carry out that CDD measure though nahim the
AMLO prevents the licensee from carrying out a C
measure by its agent.
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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 filling out the Identity
Verification Form?

For a corporation incorporated in Hong Kong, i.eompan
incorporated uder the Companies Ordinance (Cap. 622)
information of the company can usudllg verified against tt
information in the Companies Register maintained thg
Companies RegistrA licensee should verify such informat
by conducting a search at theor@panies Registry ai
obtaining, for example, a company search regdery. ar
annual return) and other image records of documehtbe
company filed at the Companies Registcppies of whicl
must be retained for record keeping.

However, if no compangearch is conducted or if the relev
documents have not been filed with the Companiegsig, ¢
licensee should obtain from the custome&opy certified by
professional third party of the following documentsd retail
a copy of the same for record keeping:

(a) the certificate of incorporation;

(b) a list showing the name(s) of all the current dogs) and
current shareholder(s) of thempany and the address
the registered office; and

(c) a list showing the name(s) of all the beneficiahew(s) o
the customer, if appropriate.

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) and how totain suct
information.
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What if the client is a ompany incorporated outside Hong
Kong? Is it impossible to conduct a company searabf such
a company at the company registry in the place oits
incorporation? Is the certificate of incumbency of a
company incorporated outside Hong Kong the only mear
of verifying its identity?

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 searchhef dompan
concerned at the registry in its place of incorpoma

For a company incorporated outside Hong Kong bud
established a place of business in Hong Kong, lieggiirec
to be registered under Part 16 of the Companiesn@nde
(Cap.622). Hence, a company search of such a commpan
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 necessaryfommation foi
verifying the information on the certificate of orporation
the names of the current directors and sharehok@sthe
company'’s registered office address.

An equivalent to a certificate of incumbency orimikar or
comparable document to a company search reggued b
the company registry in the place of incorporatmnany
other written evidence issued by the governmentan
official authority in the place of incorporatiors alsc
acceptable.

If the relevant documents cannot be obtained, $iees

should obtain from the customer a copy certified dy
professional third party of the following documerdad
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retain a copy of the same for record keeping:

(a) the certificate of incorporation; and

(b) a list showing the names of all the currenéctiors and
current shareholders of the company and the addfess
the registered office; and

(c) alist showing the name(s) of all the beneafiowner(s)
of the customer, if appropriate.

Licensees may refer to paragraphs 4 and 5 of Appdhdo

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

Q60. Is a certificate of incumbency available at th Companies
Registry in Hong Kong?

Answer: No.
Please refer to the reply in Q59 above for ottmuments t

be used for verification of information cd corporatiol
incorporated outside Hong Kong

Recognised Digital Identification System
Q61. Is “l/AM Smart” a recognised digital identification syster
under paragraph 4.16(d) of the Guidelines?

Answer: Yes.

““AM Smart” is the digital identity developed by the Hc
Kong Government and it is a digital identificatisystem the
IS recognised by the EAA for customer identificatianc
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verification purposes.

Licensed operators of estate agencies (including lesng
the form of a sole proprietor, a partnership orrafes by
company) should have regard to the latest featof¢sgAM
Smart” to determine howheir own AML/CTF policies an
procedures can be mie¢fore deciding whether to registel
use “IAM Smart”. For those interested licensed opers
who would liketo get better prepared for adoption of “i/
Smart”, they should make application to join thé\M
Smart” Sandbox Programme implemented by théc©fof
the Government Chief Information OfficétOGCIO”) and
Cyberport by sending an email to the EAA
enquiry@eaa.org.hKi) indicating their interest to join tt
“lAM Smart” Sandbox Programme; and (ii) prding thei
company/business name; licence number; contactomy
contact phone number; and email address. By jgiting
“lAM Smart” Sandbox Programme, licensed operatcas
have access to the ““AM Smart” technical documeora
attend training; seek technical support; and conchack-up
tests and integration tests.

Licensed operators should note thiathey decide to us
““AM Smart”, they will need to engage their own sys
integration vendors with respect to system devetypm Ir
addition, they should note thbefore adoption of the “iAl
Smart” application programming interface to theursimess
they will need to make application to register W ClOin
advance and confirm thaheir services and informati
security requirements can compith the terms of use of tl
service.

For details of “iAM Smart” and ““AM Smart” Sandb:
Progamme, please contact OGCIO or
https://www.iamsmart.gov.hk/en and https://iamsmgber
port.hk respectively.
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Q63.

Answer:
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When a recognised digital identification system isised for
identity verification of a customer, what kind of records
relating to CDD should licensees retain?

According to paragraph 8.3 di¢ Guidelines, licensees m
keep the original or copy of the documents, anécdnd o
the data and information obtained in the courseleftifying
and verifying theidentity of the customer. When
recognised digital identification system is usedidentifying
and verifying the identity of the customer, relevdata an
information must be kept. This may include all gpecific
data or information obtained from ttakgital identificatior
system showing the customer’s authentication result
verified Hong Kong Identity Card data. The objectigeto
permit reconstruction of the customer’s identityzor the
avoidance of doubt, licensees will not need to ial
additional identity documents solely for record keep
purposes.

What should licensees do if a customer has not be
physically present for identification purposes?

Generally, ifa customer has not been physically preser
identification purpose, licensees must carry o BECDC
measures under paragraph 4.25 ofGGuedelines as well as
least one of the additional measure(s) under papagt.28 ¢
the Guidelines to mitigate the risk. If licensebave
identified the customer and verified the customelestity by
reference to a recognized digital identificatiecystem a
mentioned under paragraph 4.16(d) of the Guidelitiesy
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are still required to apply the ECDD measures bey tare nc
required to carry out the additional measure(s) et
paragraph 4.28 of the Guidelines.

May 2023
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