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the 5'0ln;E|nanC|al Intelllgence ‘Unlt (JFIU) is .Jomtly staffed by offlcers of the Hong Kong Pohce Force

()

‘l”\!'“ L F NANCIAL INI E

HONG KONG

| .«::_1 : (HKPF) and the Hong Kong Qustoms and Excise Department (C&ED).

It is the sole agency in Hong Kong to receive, analyze and disseminate Suspicious Transaction

Reports (STRs), and facilitate flnanC|aI intelligence exchange with FIUs worldwide.

Vision and Mission

Vision
That the JFIU remains one of the leading FIUs in the Asia-Pacific Region

Mission

That the JFIU will continue to assist the Government in her efforts to protect Hong Kong
from the illicit activities of money laundering and terrorist financing by:

Juxtaposing JFIU's professional standards with the relevant international standards

Fostering and strengthening cooperation with local and international agencies in the
exchange of financial intelligence

Intelligently analyzing STRs received by JFIU and making disseminations as appropriate

Upgrading the relevant sectors’ awareness and understanding on money laundering and
terrorist financing issues
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BESHEBHRE XTEFS
Message from the Head of JFIU

BERERERTE REZVUNEBESRPLO > BTEEMBEXE
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b ERBNEHERENER -
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BRI - AABSE "o,/ KEFROB R BEAS L (B
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RUfEap 7R ©

Protecting Hong Kong's reputation as a well-regulated and clean financial
centre is not negotiable. Over the decades, stakeholders in the Anti-
Money Laundering/ Combating the Financing of Terrorism (AML/CFT)
regime from public and private sectors in Hong Kong have been striving
for alignment with the evolving global standards in policies, legislation,
regulatory controls, law enforcement, financial intelligence exchange
and international cooperation. It is important that the JFIU works hand
in hand with other stakeholders to build a strong AML/CFT compliance
culture to safeguard the integrity of our financial system.



As the Financial Action Task Force (FATF) will probably commence the 4th round of Mutual
Evaluation (ME) on Hong Kong in 2018, the JFIU has started preliminary work at strategic
and operational levels to prepare for the ME by drawing reference to the revised FATF ME
Methodology and the latest ME experiences of other jurisdictions. As one of the ME assessors
for the Asia/Pacific Group on Money Laundering (APG), | have witnessed the challenges in
this new round of ME with focus on how effectively jurisdictions have implemented the AML/
CFT measures. The JFIU will continue to coordinate with our working partners with a view to
demonstrating the effectiveness of Hong Kong's AML/CFT measures.

The JFIU highly appreciates the continuous support from local regulators, professional bodies,
law enforcement agencies (LEAS), financial institutions (Fls) and designated non-financial
businesses and professions (DNFBPs), contributing to the improvement in quality and quantity
of STRs. The JFIU also treasures the exchanges of financial intelligence with our counterparts,
which greatly facilitate investigations, resulting in the interception of the flow of suspected illicit

funds.

In 2014, the JFIU was delighted to have its manpower slightly increased. On the other hand, the
annual figure of STRs received and the number of international financial intelligence exchanges
reached another record high of 37,188 and 1,605 respectively. In view of the difficulties and
challenges ahead, the JFIU endeavours to cope with the situation professionally and fearlessly.
Further, | would like to take this opportunity to thank JFIU colleagues for their perseverance in the
face of increasingly complex money laundering and terrorist financing activities. As an FIU, we
take pride in our mission to protect the territory from such crimes.

EAMESHERBRHREEE
ERRIEET
Bernard LAW

Superintendent of Police
Head of JFIU, Hong Kong
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FESREi 2R HISTORY AND DEVELOPMENT

MR 25 F BAMEBRENERERN  URMARUMIES KEET
BNREER  BROFBHEFLE  HTHEHRANTBEERE RAE
BEEB LARFEMMMT - AEBE > ABEBREUTERER -

In the past two and a half decades, the JFIU has been evolving to
keep pace with the local legislation and international developments to

support Hong Kong's presentation in the world's AML/CFT stage. The major
milestones are outlined below.

REBABBERITBRBEEREES - Bl (RS (B
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To implement the first piece of AML legislation, namely
the Drug Trafficking (Recovery of Proceeds) Ordinance
(DTROP, Cap. 405), in Hong Kong, the Financial
Investigation Division (FID) was set up within Narcotics
Bureau (NB) of HKPF. The JFIU was then formed under
FID NB as the designated unit of Hong Kong to receive,
analyze and disseminate STRs.

EEMA r#%%uiﬂ 3 o BB2M TEHNES . e
BE® MoMEBHRA EZIjJi%E/T\HT?i%ﬁE’JIKﬂﬁ
/EZ@FHE@L@ :

1991

Hong Kong joined FATF as a member. The JFIU has
also been kept up-to-date with ever-revising international
standards and FATF Recommendations through
participation in the plenary meetings.

ARABHIES _GITRBEREREN - Bl (BAEABNE
BRITHEBD (£ 455 F) - IWEAIE T AEEL 2
N EEEEREBAIRRZREN2RES -

The enactment of the second piece of AML legislation,
namely the Organized and Serious Crimes Ordinance
(OSCO, Cap. 455), in Hong Kong has further empowered
the JFIU to continue its role of managing the STR regime.




1996
1997

REMA "BRERRGEB ) - ZREENERBE
AN RSN FIERELCRIRIER ©

The JFIU joined the Egmont Group of Financial
Intelligence Units (Egmont Group) as a member. Since
then, the JFIU has been engaging in information
exchange with FIUs worldwide through the Egmont Group
network.

BBRR T DARSROEEAS ) WAIREKE -
B TERIES L AL MARTERS

=%
% ©

=B [E
LREEg

Hong Kong became a founding member of APG, the
FATF-style regional body. The JFIU has been actively
participating in APG conferences.

REMERER) KBE) (B 575 F) &
HRREKREREND THMENTRRS

Upon the promulgation of United Nations (Anti-Terrorism
Measures) Ordinance (UNATMO, Cap. 575), the JFIU has
also been receiving STRs related to terrorist property.

AT RS > WBEERBIANTPEER - £—
B ENB IR -

The JFIU expanded in strength and relocated its office
within the Police Headquarters to enhance its operational
efficiency and strengthen its independence as an FIU.

BRHE (GTBREERRHD FTESEE (SMHEE)
hva

Re1)  REFEBEEFHAIENS
RS RERELARRS -

R - A

The enactment of the Anti-Money Laundering and the
Counter-Terrorist Financing (Financial Institutions)
Ordinance (AMLO) codifies Hong Kong's preventive
measures such as requirements on customer due
diligence (CDD), which indirectly leads to an increase in
the number of STRs.




24851 T {F ORGANIZATION AND WORK

B MV EBRELEYERAEHE AELARN2 TESEEARTHNRERBREBE
BRERSmAEMN - EARNR BV ERRABLERF EABRZENYEBHRET -
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FEA—UERETEE  BTIEMUAEE  BRABESR -

BMEMEEHREN K (BROMAER ) RELEERI TN EELAIRRZBWERHRE 2
RBHPERR - LB RERE MY FEENRMELETHR

BHEMERRME 2 X (MRAZE ) RE=E)K  BEZEBE BREBEMAKTE "HHXS
HEEERS, (B STREAMS © LIELEF I ANBERABH AR ke > LHRAMBERERE
BIEE ) HETEOR > BNV EBREVSFLAMEEBRRN » SNV ERATIR > LKA
TREBRIEENFFEREXENMTRETINEER -

The JFIU, together with the FID and the Money Laundering and Terrorist Financing Risk Assessment
Unit (RAU), is currently housed under the NB of HKPF. Different from FID or RAU, the JFIU operates
independently as a law enforcement type of FIU in Hong Kong.

The JFIU is headed by a Superintendent of Police, with two Deputy Heads of the rank of Chief Inspector of
Police.

The JFIU 1 (Intelligence Analysis and Development), comprising four data analysis teams, is responsible
exclusively for cultivation, analysis and dissemination of financial intelligence and research on money
laundering/ terrorist financing case typologies.

The JFIU 2 (Policy & Support), comprising three teams, is responsible for managing the Suspicious
Transaction Report and Management System (STREAMS, a web-based platform facilitating the e-reporting/
dissemination of STRs and interfacing with other intelligence databases); formulating policy, establishing
international cooperation and promoting intelligence exchange with FIU counterparts; as well as
coordinating financial investigation training and publicity outreach to the FIs and DNFBPs.
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Structure of the JFIU
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TREREBER/ REBENFHE
AML / CFT STAKEHOLDERS

MoV EBEREaEHEREAMFRERFRBIEE  BRREREN
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BXEE LERE (NEREBLURIEENFFEMERENTE) -
PR R @ E RS A = B E A L AEHE -

The JFIU has been maintaining closely knit ties with other stakeholders
with a view to improving Hong Kong's AML/ CFT regime and meeting
relevant international standards.

The interfacing stakeholders include Hong Kong Special Administrative
Region's policy bureaux, i.e. the Financial Services and the Treasury
Bureau (FSTB) and the Narcotics Division of the Security Bureau (SB
(Narcotics)), regulatory and professional bodies, private sectors like Fls
and DNFBPs, FIUs and LEAs in the Asia Region and worldwide.
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Interface of the JFIU
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AML / CFT Polices
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Suspicious Transaction Reporting

A RE3Z SR ER
SUSPICIOUS TRANSACTION REPORTING

REGIME

RE (RS (BFER) KA (5405F) k (BEABKERESET
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(%5758 )F 121 MEMANBNREE MY ELIAKRILSE
BRABMDTHME  VEARKARXZHE  EHHMENIRRERE
REAN (MMM EBREAR) WE -

Under section 25A of DTROP, Cap. 405 and OSCO, Cap. 455 as well as
section 12 of UNATMO, Cap. 575 of the Laws of Hong Kong, any person
who knows or suspects any property is or represents proceeds of crime or
terrorist property has to report his knowledge or suspicion to an authorized
officer (i.e. JFIU officer) by way of an STR.




AR HHEESE
STR SUBMISSION TRENDS

EBEURXSBERFHTH

STR Filings and Dissemination per Annum
BERE WAV EBERARERBENTERSHEHUE REES -

2014 4 - RAA#HE 37,188 Rks @ Al A&k = » 52 2010 £/9 19,690 R tL » KF
88.9% - Hih » ABEEMN TN A 2012 4 (23,2825 ) & 2013 4 (32,907 =) » FHigiE
41.3% > EAEEE 2012 FEM (FTEABEKAMOTESESE (S/EE ) KF) B8 -

BIMASRXZHEEFTHE * A 2010 £/ 3,238 RS EE SIEH 2013 F£49 8,037 R - M
WEMBHLEXR (AIRAREREBHERETE) AITE16.4% E 24.4%. ZE -

Over the past five years, there has been an upsurge in both the annual number of STRs received
and disseminated by the JFIU.

The number of STRs received in 2014 marked a record high of 37,188, being an increase of 88.9%
when compared to that in 2010 (19,690). The heightened awareness among the Fls and DNFBPs
pursuant to the enactment of AMLO in 2012 might have contributed to a significant increase of STRs
by 41.3% from 2012 (23,282) to 2013 (32,907).

The number of STRs disseminated was more than double from 3,238 in 2010 to a record high of 8,037
in 2013. The STR dissemination rate (i.e. no. of STRs disseminated / no. of STRs received) was
within the range of 16.4% to 24.4%.

2010 &£ 2014 FAAZELB M AIRR DR ERE
Number of STRs Received and Disseminated from 2010 to 2014

ARG METRE
No. of STRs
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FER B AIEERSTE STR Filings by Sectors

L2010 £ 2014 > SRIMBN IR IBERBEEEERELECR 90% ' H
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Between 2010 and 2014, the Fls accounted for over 90% of the annual total STR
submissions, with the banking sector as the major contributor. The DNFBPs accounted for
less than 1% and other sectors for 2-8%.

2010 £ 2014 FAEEEBN AR ZWMERH (RZERAE )
Number of STRs Received (By Sector) from 2010 to 2014

AR ZIRETRE
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The yearly breakdown of STRs received by category of reporting entities (and respective %)
in the past five years is tabulated below. In 2014, banks, Money Service Operators (MSOs)
and securities companies were the top three STR contributors.

msector | oo | o | zor2 | a0t | aone

1T 16,551 17,194 19,202 27,328 31,095
Banks (84.06%) (84.75%) (82.48%) (83.05%) (83.61%)
EHEFEEES 1,667 1,051 1,171 2,108 2,772
MSOs (8.47%) (5.18%) (5.03%) (6.41%) (7.45%)
EHEQE 662 470 698 1,410 1,574
Securities Firms (3.36%) (2.32%) (3.00%) (4.29%) (4.23%)
REEAS 154 204 341 401 446
Insurance Companies (0.78%) (1.00%) (1.46%) (1.22%) (1.20%)
BEA 0 1 31 28 32
Money Lenders (<0.01%) (0.13%)  (0.09%)  (0.09%)
2R 1T 99 116 110 235 222
Legal Firms (0.50%) (0.57%) (0.47%) (0.72%) (0.60%)
= £ INS

ERXRAFRFEEES 47 32 49 o7 46

Trust & Company Service

Providers (TGSPS) (0.24%)  (0.16%) (0.21%)  (0.08%)  (0.12%)

th = 18 0 2 28 12 29

Real Estate Agents (0.01%) (0.12%) (0.04%) (0.08%)
=

gj'lfzﬁ'%ﬁci“s © 011°/) (<0 (1)1°/) © (1)(75*’/) © (2)2°/) © g)g°/)

Products . o) . (o] . (o] . o . (o]

BEHEDIT 10 10 4 4 3

Accounting Firms (0.05%) (0.05%) (0.02%) (0.01%) (0.01%)

23,282 | 32,907
(+14.8%) | (+41.3%)

%85t Total




2014 FAIREXBHER/MER
STR DISSEMINATION IN 2014

BEMERHREERNONAIRRZBEREMBHRIRENMEBR  AREM
TR EEE LB M EBREAMN > FERIHBHAEIF - 7£2014 F > FERH
ERBRYERREMRMEL 7,662 RARRZME  ERUBEBEBER (69%) &
BHBBE (25%) REENEWE -

The JFIU contributes to the investigations undertaken by local LEAs and overseas FlUs
through dissemination of financial intelligence obtained from STRs and other intelligence
sources. Among the 7,662 STRs disseminated by the JFIU to LEAs and FIUs in 2014, the
HKPF (69%) and the C&ED (25%) were the major recipients.

Total no. of STRs Disseminated: 7,662

39% 1% 2%

25%

N &AL E HKPF

W &8k C&ED

N RihBt = 15K E 7 Worldwide FIUs
B EEAE ICAC

[ Hfth Others




A5EX GRS EER M STREAMS

E FHE e-STR Submissions

B 2006 Fi * AERAREFEBNMEEFE STREAMS (AIRRZWMEETERL)
DUEZW -~ 27~ EABRAURRSZHE - ERRBIAFTLERMAEL S-Box 11
EALEF IR WS LK EWAEEE - BE7E STREAMS HIERANEE X - AJ&E
RZR/ENRIEYRITABIER  BEREBENECANBRERBOERRETRE -

Since 2006, a secure web-based platform known as STREAMS has been rolled out for
receiving, analyzing, storing and disseminating STRs. Reporting entities only need to install
a software application "S-Box II", which allows e-submission of STR and e-receipt of JFIU
feedback. The increasing use of STREAMS has improved the efficiency of STR workflow
and speeded up communication between the reporting entities and the JFIU.

2010 2014

B UETrREE
Electronic Handling of STRs
W LEEEFAREE
Manual Handling of STRs

Z#iFH/ETE] Enhancement Project

HRTRBEARE RAEENFHEHRIIRRGBENYEBERITHER
R B FTLIAMEIRIES STREAMS ETRAF R TR » FEILIRFMAE M IHEE -
TEETIN 2015 EEETTA °

To cope with the increasing demand of STR reporting and the evolving needs for intelligence
analysis by stakeholders in the AML/CFT regime, STREAMS is undergoing a system
enhancement to further improve its capacity and functionality. The upgrade is scheduled for
completion by the end of 2015.
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Case Examples and Typologies

TS 5 R BIE 8 e B BB R RE SR R B BB R - 5L
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The following five recent money laundering cases from the HKPF or the C&ED do
not only highlight distinct crime trends, but also show how financial intelligence,
forensic accounting analysis and/or international cooperation could effectively
facilitate complex financial investigations.

%=l Case 1

PRBZEAFKRNBRBRES
Money Laundering related to Embezzlement of Funds

EREBESnASTNMERTARERR  BERRMERTH=2812
TRESRERANIA EYEEHRNET  AZAERFAEZRNEE
ERBAZSEKEBLERERRERZMMANGIIFLARE - FEL B
FRUEAEE  BREZEBRZINEBEE  RSIBEHSIENE  %F
RIERBHEE A KL > BEMMEUASRILESRE  NANHEEEENR
TRO  EEWMBERITHRIEABRIMEREMER N NS - ZESD
MIRFET - 12 58 B A B - &iE 6.3 BITAKL A LAMIRITAO -

201110 A " ARARIENIBBAEESE PR 6.3E2ETT ° 2014581
MEEEELRESE  HHANRLIE - B BENDITREBITINEBE
B N A R B AR A o

NEFREMEAIR BERNSRBRENCEMEAET  FHEERER
MBREM B EZJBEFTNRF 2N BHFEASZREREE  RB
TR IRIRHE NIERE o

The FID NB of HKPF conducted prolonged financial investigation into a report
of embezzlement of funds from a bank in Country M by its three former branch
managers. The investigation, supported by financial intelligence, later revealed
that the branch managers had large sums of money remitted to their private
companies overseas for covering their personal expenses including that on
gambling in different countries. What is noteworthy to the HKPF is that Mr. A, the
key assistant of those branch managers, had received and dissipated the crime
proceeds (stolen funds from the bank) for the branch managers from Country
M to casinos in Jurisdiction N via his bank accounts in Hong Kong. Forensic
accounting analysis concluded that a total of HK$630 million had flown through
Mr. A's bank accounts within 58 months.

In October 2011, Mr. A was charged with eight counts of money laundering
involving HK$630 million. Eventually in August 2014, he was convicted at the
court of Hong Kong and sentenced to 4 years' imprisonment. Meanwhile, the
branch managers were also arrested and sentenced to jail outside Hong Kong.

This complex case shows that financial investigation underpinned by financial
intelligence could help identify the scale of criminality, while the account analysis
conducted by forensic accountant could serve as expert evidence in court
proceedings to help secure money laundering conviction.
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Money Laundering related to Embezzlement of Funds
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=l Case 2

EZRBEYERBEGRBE RS
Money Laundering through Purchase of Real Properties
and Precious Products

2012 F 4 B > HAELHEMEMPIRIREZR O A EKEBNBER KNI E—ERERSE
C WHHNEZKERERPHEF BB C D RE&LE - EFSRASTRUERATHEF
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20135 AFE 2014 F 6 B EURIIEE FHBREBAEEIEKIT  BH AR 52
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MEK 26 BIRITEOMNRSER - WA ANEERLE1.69 BB -
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In April 2012, acting upon the intelligence from a law enforcement agency of Country O, a crime bureau
of the HKPF neutralized an international drug trafficking syndicate, resulting in the arrest of four males
namely Messrs B, C, D, & E from Country P. Subsequent financial investigation by the FID NB of
HKPF revealed that the syndicate set up 24 shell companies and used 53 bank accounts in Hong Kong
to launder the crime proceeds through purchase of village houses, gold bars and diamonds. The bank
accounts received deposits of HK$1.7 billion in total between January 2010 and April 2012.

Between May 2013 and June 2014, the four foreign males were convicted of money laundering
offences and sentenced to 52 - 66 months' imprisonment. Four confiscation orders were issued
to confiscate 161 kg of gold bars, 4 diamonds, 5 kg of silver grain, 3 real properties and the cash
balances of 26 bank accounts. The total value of assets confiscated amounted to HK$169 million.

This case reflects the importance of international cooperation and local joint investigation in unveiling
sophisticated modus operandi, and in bustling a criminal syndicate and its money laundering network.
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> -
EHERAERYERAEANTE
Police action by FID NB of HKPF

BREHAIRE
Flow of crime proceeds

53 bank accounts

1E2010 4 1 HZE 20124
4 B BBEFO&aHE
17 F208TT ©

The accounts received

a total of HK$1.7 billion
between Jan 2010 & Apr
2012.

BEMXEEBEA
FELUB ISR S 5t
Laundering crime
proceeds via purchase
of real properties &
precious products

NFTERAL
kg of silver grain
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Xl Case 3

2013F 5 H > —&INEBETRENE  WEEBREKXR QR FELERER  REAEEBRLMEHZ
AR R—ESITFO - BERLERESS - —ERR  ABTRESHAULATULRRV MW
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P SRATNYEAEEHBY F AL ETRS  YEEBRIEF LRSS HIEEFG
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BR GRENBBABEREREH  BEESRE  BERKMEREL  UHRBRERKE
ER - MBLHETER  GEEREMB ARG RERREETBEEMWA - 2014 F8 H > /%
ERBELEZERFH G EERMRNS » SR RAEARF QAL 1,350 HETT °

AERZEMEEY ARV ARSTREHARSERZEBNESENL LAV AERVEER
Mk sl EM ERELENNEME

In May 2013, a foreign male (who acted as an undercover agent) was recruited by Mr. F in Country
Q to set up two front companies and open a bank account in Hong Kong with a view to laundering
crime proceeds. One month later, the male, as instructed, set up Company U and Company V with
names resembling that of two existing companies, Company X and Company Y, in Hong Kong. It was
suspected that the resemblance between the companies' names would help obscure the conduits of
money laundering activities. The case was soon reported to the HKPF. Mr. F was arrested in Hong
Kong and was subsequently charged with the offence of incitement to money laundering. In September
2014, Mr. F was sentenced to 4 years' imprisonment.

In the course of financial investigation by FID NB against Mr. F, intelligence also suggested that he
was believed to be an accomplice of another foreigner Mr. G. The bank accounts of Company X and
Company Y, solely owned by Mr. G, had recorded suspicious transactions. Mr. G was arrested for
money laundering in Hong Kong. However, he later jumped police bail and was found using a forged
passport. The tax records showed that both Mr. G and his two companies had no declared income in
Hong Kong. In August 2014, confiscation order under absconder proceedings against Mr. G was granted
to confiscate the balance of about HK$13.5 million in his company bank accounts.

This case illustrates the importance of both public awareness of suspicious money laundering activities
and appropriate use of financial intelligence, which facilitate financial investigation and recovery of illicit
assets.
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Money Laundering using Stooge Account Holders
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HEESRE
Police Report in IS
Hong Kong 9 Travel to Hong Kong

Company bank accounts

i PISI AR RERITE O
Open companies &

%ﬁ%{ﬁ'ﬁﬁ"ﬁﬂ 1 BINEBF bank account
HMEREH A foreign male
FID NB ( BAJE undercover agent)
of HKPF
(]
EGIEG Hire
Arrest
55 i"f-\ F %%
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Jail in Hong Kong
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Recruited the above foreign male
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In August 2009, intelligence analysis revealed that the bank accounts of two associates of a local drug
syndicate, Mr. H and Mr. |, were used for laundering crime proceeds. The case was disseminated to the
FID NB of HKPF for investigation.

Although the transaction records of Mr. H and Mr. | did not show any direct link with the drug syndicate
head, financial investigation revealed that their personal bank accounts had recorded a total turnover of
HK$15 million between 2008 and 2010. Their accounts were used as a temporary repository of funds
as funds of similar amount were deposited and withdrawn or transferred to different accounts via ATM
on the same day or shortly afterwards. The volume of account activities were incommensurate with the
financial background of Mr. H and Mr. | who claimed to be security guard and garage worker respectively
with low monthly income.

In 2012, the duo were arrested and each charged with one count of money laundering. In 2014, they
were convicted and sentenced to 24 months' and 26 months' imprisonment respectively.

Temporary repository is one of the common red flags of money laundering activities. Fls and DNFBPs
are encouraged to report suspicious transaction activities to the JFIU. Quality disclosures from reporting
entities can be developed into useful financial intelligence for financial investigation and hence facilitate
prosecution of money laundering offence to deter criminal activities.
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Money Laundering related to Drug Proceeds

BAEBO
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Since 2013, the C&ED has been investigating a transnational money laundering scheme in Hong Kong
and other countries involving Mr. J who was wanted by Country R for misappropriation of public funds.

The C&ED's investigation unveiled that Mr. J had acquired a false identity in Country R. Between 2008
and 2012, he used his false identity to set up several offshore companies and opened a number of
personal and company bank accounts in Hong Kong to receive large amount of funds via cash deposits
from unidentified sources and bulk deposits from local residents. After accumulation to a certain
threshold, he transferred the funds in large amount to other local and overseas accounts under his
control. To conceal the origin of the crime proceeds, Mr. J engaged a local resident to help him receive
and divert the money using the same structuring modus operandi. On the other hand, Mr. J's overseas
bank accounts recorded a large amount of remittances from Hong Kong. Investigations confirmed that
the money originated from underground remittance agents in Country R. Over HK$330 million was
laundered during the period.

In August 2014, the C&ED mounted a joint operation in collaboration with the relevant authorities in
four other countries to track down the assets held by Mr. J. Through seamless cooperation with the
counterparts, the C&ED successfully restrained HK$112 million worth of assets held by Mr. J in Hong
Kong and in another country. In December 2014, the assets were ordered for confiscation in Hong Kong.
In the same operation, the C&ED also arrested four Hong Kong residents for assisting Mr. J in laundering
crime proceeds.

This case demonstrates the C&ED's firm commitment to cracking down on transnational money
laundering syndicate and showcases the effectiveness of Customs cooperation with overseas authorities
in the fight against illicit activities.
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Money Laundering related to Misappropriation of Funds
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C&ED's Financial Investigation Result

JEERBBR S —BEFBEE112EETNEERTA ;
4 2P RIMBN J SEEBEARBENEBEREIDR -

HK$112 million worth of Mr. J's assets in Hong Kong & another country was confiscated;
4 Hong Kong residents were arrested for assisting Mr. J in money laundering.
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International Cooperation and
Representation
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Hong Kong is committed to the global fight against money laundering and
terrorist financing activities. Hong Kong has been a member of FATF and
the APG since 1991 and 1997 respectively. JFIU has also joined the Egmont
Group as a member since 1996.

On the international front, officers of the JFIU, FID NB and RAU actively
participate in the meetings and workshops of FATF, APG and Egmont Group to
engage with AML/CFT partners with a view to exchanging financial intelligence
and sharing experiences in areas including but not limited to the preparation
for the upcoming FATF/APG Mutual Evaluation.

2014 F6 B BMEVERREAESRE
WEBNBFHFELSE 22 8 MRESSAR

e T

-. PZ%ENW The JFIU participated in the 22nd
i 1

' 16 JUNE 201 Egmont Group Plenary Meeting in

= Lima, Peru in June 2014.

201457 7 BEMEITHRE
ShAENYERAEMR KBLK
BmoFESBERRTE)E

AE ERPIEEE17E T3 q Prepation;
KRGS, AERS - ‘ [ for G

3rd Round

Officers of the JFIU, FID NB and
RAU participated in the 17th
Annual Meeting of the APG in
Macao in July 2014.
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HKPF joined the Hong Kong delegation to
attend the 1st Tripartite Meeting on AML
Works among China, Hong Kong and Macao

in Macao in July 2014.

2014 F 11 B e EBRER T EREBER
RHEEAHE THERIAS TR AR
BABMASEREGEN "R AREEAS ) il
g DEEETTRBERENSRA -

Ms. UPATHAMCHART S. Apple, Deputy Head of
JFIU, shared her expertise on money laundering
at the FATF / APG Joint Experts' Meeting on
Typologies and APG Technical Seminars in
Bangkok, Thailand in November 2014.

5 MAaVEBRATIEREVRERHERMBBREAL HEKBER - R 2014 F
12 AEHERFRESE=H "AREEAS ) HETRETEG

Besides, Mr. Bernard LAW, Head of JFIU, was invited to be the FIU/LEA expert to conduct on-site
assessment for the 3rd round of APG ME on Sri Lanka in December 2014.

APG Mutual Evaluation on
AMLICFT

BoMERRETERRLERBINZENER—RETHETZNTEAR
RITEE R RERRE RDEBEFEFEMER - DUREESRKF LR -

Mr. Bernard LAW, Head of JFIU, joined other ME assessors from different fields
and countries to conduct a comprehensive ME on-site assessment to evaluate the
level of technical compliance and effectiveness of Sri Lanka's AML/CFT regime.
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TE%R3Z % INFORMATION EXCHANGE

BEBELEHD) FEETHBEBEREET  EEAXMBRRUAEEEEANERMOR - @it - &
RBEEVAREESNF  ARBRELERNEZVE  EHFLENBLER - 0F  BHRIBRBEBEE R
R EBERELENEBFEAFURTEE -

Money laundering and terrorist financing are often transnational crimes that are not bound by geographical
boundaries or sovereign jurisdictions. A close and effective international cooperation is of paramount
importance to the success in tracing ill-gotten gains, and unveiling the identity and background of criminals.
The escalating number of information exchange reflects the growing value of international engagement among
FlUs.

BEZF BEVEBERETEIIMBERIIRER  REZRFLA  FRTX-

The number of JFIU's financial intelligence exchange with our counterparts has been on the rise in the past
three years, as shown in the figures below.

EEIM 12 1 A
257/ RAEFR (Egmont Group) 656 705 744
R BB B RS R
Total No. of Incoming SR R

Fresh / Further Requests & 18 20 14

Spontaneous Exchanges

AEREHER
Incoming total

(Non-Egmont Group)

| | 2012 | 2013 | 2014 |

HorEHLH RS A
2T/ IRERE - BFR (Egmit Group)
K B3R IERRE

Total No. of Outgoing S 4 e 5 A

(Non-Egmont Group)
Spontaneous Exchanges

Fresh / Further Replies, Requests &
AHETHEERN

FEHEB Y B BEREMABRM
Financial Intelligence Exchange between the JFIU and FIUs Worldwide
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g5 BAEHBERAN TIREREER, REBENT ¢

In 2014, the JFIU exchanged financial information with 88 Egmont Group members from different continents.
The number of Egmont Group members from each continent being engaged is illustrated as follows:

L i BT - s

Ol EYl M FEIM FEM

Europe Americas Asia Africa Oceania

TRISSFAR REHE
No. of Egmont Group Members

2014 FHEAAMBRN "HREEREES KERE (FAXKMNES)
Number of Egmont Group FIUs Exchanged Information with the JFIU (By Continents) in 2014
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EfFE5Z INTERNATIONAL VISITORS

—MPE BeMERRERNESEEEEIBRBRG  RILRILCAFEER ZBREMER
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The JFIU has continued to establish network and enhance relationships with international
counterparts. Visits and interactive dialogues are effective ways of exchanging useful pointers to
detect and prevent crime, as well as keeping our intelligence gathering processes up-to-date.

In 2014, the JFIU received delegations from France, Japan, the Netherlands, New Zealand,
Singapore, Thailand, the United Kingdom and the United States. Such face-to-face meetings and
exchanges enhance mutual understanding between the visiting delegations and the JFIU on the latest
trend, good practices and challenges that different AML/CFT units are encountering.

2014 F 2 B » REIRASERATHHEAE -
The Anti-Money Laundering Office, Thailand visited the JFIU in February 2014.



2014 5 B » QAR EBEREMLHHEAE -
The Japan Financial Intelligence Center visited the JFIU in May 2014.

2014 12 A - ERFIEREHHEAAE -
The Financial Crimes Enforcement Network, U.S. visited the JFIU in December 2014.



2014 SFRAB EIRIMHE RS0 — 5
EVENT CALENDAR OF THE JFIU IN 2014

EERERHE "RoES, 2RI N TFNEE=
The FATF Plenary and Working Group Meetings in Paris, France

RERRITRILFERAE R/ HAE
Visit to the JFIU by the National Crime Agency, U.K.

ERFNAERMHFTHEE TREEEES ZESLTHENEEE
The Egmont Group Committee and Working Group Meetings in
Budapest, Hungary

RE R EERAE A
Visit to the JFIU by the Anti-Money Laundering Office, Thailand

FE M BERES R SR E A A AE
Visit to the JFIU by the Criminal Investigation Division, Internal
Revenue Service, Department of the Treasury, U.S.

B-=F

ond Quarter BEENI= V€22 - FrA VO RN |
Visit to the JFIU by the Japan Financial Intelligence Center

FEE AT R B EF G R RARAE
Visit to the JFIU by the Legal Liaison Office, Federal Bureau of
Investigation, U.S.

BT IR ERE R EBE RN
Exchange with the Commercial Affairs Department of Singapore
Police Force

BEAAEBRESFENHEERM
Exchange with Liaison Officers of the Consulate-General of Japan in
Hong Kong

o e

EWMENEHFESE 22 8 "RERGAEAB ) 20EF
The 22nd Egmont Group Plenary Meeting in Lima, Peru

LB B ZRE R & &l FR1T AR R R L =/ E 5 A
Visit to the JFIU by the Anti-Laundering Section, Central Office for
Suppression of Great Financial Crime, French National Police

FEARBRNE TRAAS, 2RaBR T MBS
The FATF Plenary and Working Group Meeting in Paris, France
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EVENT CALENDAR OF THE JFIU IN 2014

B=F HTHEERERREREERM
3rd Quarter Exchange with Police Attachés from the National Police of the
Netherlands

REAESRNLEFEREREZAEEBRERASRMERAETRE
The NB's Financial Investigation Course for officers of the United
Nations Office on Drugs and Crime

ERMEFEE17E "DARAEAS . AFER
The 17th Annual Meeting of the APG in Macao

ERFAHEE-—BERARETBRFINABEZBZRIAE
The 1st Tripartite Meeting on Anti-Money Laundering Works among
China, Hong Kong and Macao in Macao

/f.%% %nu?ﬁgﬁhmﬁﬁj‘(
Visit to the JFIU by the Consulate General of France (Hong Kong)

FN=E

e LEULY o mm s TRRIAS ) 2REER T AE
The FATF Plenary and Working Group Meetings in Paris, France

ERESAHE "HRlA8 ) / "TDARREEAS ) BESHAERERN
PR EERAR RS

The FATF / APG Joint Experts' Meeting on Typologies and APG
Technical Seminars in Bangkok, Thailand

HEXEMBHRBEMBRFAZERMN
Exchange with the Office of Terrorism and Financial Intelligence, U.S.
Department of the Treasury

SR IRITHIEME S A AE
Visit to the JFIU by the Financial Crimes Enforcement Network, U.S.

ERNEEHRE NN ZHRERDITHO s FERN "EERESERIER

= E%J
The Australian Transaction Reports and Analysis Centre's Conference .
on International Funds Transfer Instructions in Sydney, Australia

/\I\ﬂ@%%:l _J_\K 1L
Exchange with the New Zealand Police
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BEENFS B

Training and Outreach

The JFIU provides financial investigation training for LEAs and other counterparts,
and coordinates publicity outreach to the Fls and DNFBPs. These courses strengthen
trainees with skills on money laundering and terrorist financing investigation, and
increase the private sectors' awareness of their role and responsibility in Hong
Kong's AML/CFT regime.

IRITRZ RiFkBREIENE
Combating Money Laundering-
Perspective of Investment &

EEESRZEEHE

AR SMERRREE
Suspicious Transaction
Reporting in Hong Kong

Enforcement in
Securities Sector

Retail Banks
HEITRAR RS R EEAE
e ESERE REBMHI FEEHRGE AML/CFT Polic International
Role of JFIU Hong Kong AML/CFT Perspective- v Assistance and
Regime Fls &%NFI;PS Cooperation
1HE =@ #RED = BERBRBRBEGITEE
REERED LEEIFNSH R Money Laundering
Mutual Legal Assistance = Legislation & Prosecution
and Asset Sharing Trammg & Outreach in Hong Kong
A AW BiE 2SR T s [
LS AT EEENRE AIViLIWork of FinanciaT Confilscation
Analysis Licensing of MSOs

Investigation Group, C&ED and Restraint

NIRRT AR o byt 4T L
Collection & Presentation Effecti i 'AML/CFT Financial Investigation
of Financial Evidence eCt.'v.e Practical Exercise

Supervision of Banks

SRS ERERERMS M = ERERERRE RS EBENHE
Some Topics of NB's Financial Investigation Courses and JFIU's AML/CFT Seminars
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BEVEBRASSHIERABNT ERAETRE  LHEBSLEEENREAEEE - 1
1989 £ 2014 FfE » H B 1,928 REBKEAEBERIE - B2014F2 Bl REFIE
Bl rﬂ%/aﬁ‘a%lﬁﬂﬁ+J IRED - ZER  RERTIEAAEMNRAST KIS » EIREA
EXRBELRRENHORBA -

The JFIU runs quarterly in-house financial investigation courses for HKPF crime investigators.
Between 1989 and 2014, 1,928 HKPF members attended the training. Since February 2014, the
new session of AML International Standards has been added to the courses. Over the years,
other than raising the trainees' level of investigation, the courses have helped enhance their AML
knowledge.

BE52MBEIIR - MRS WAAITY EERMAEELBEES -
Trainees actively participated in the discussion on financial intelligence analysis and money
laundering investigation during practical exercise session.
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s BEMEBREDERMIERREY ERAERE SRR KR EZRTII
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BEREEERNYEEREN AEERBNEERRBAERBERNGMEAETRE

The JFIU also runs specialist training for strategic partner agencies both in the Asia Region and
globally, through two international financial investigation courses. One is conducted in English while
the other in Chinese. Since 1989, a total of 689 participants of FIUs, LEAs and regulators from 30
jurisdictions have attended the international financial investigation courses.




CEE 2014 F > BV EBERAEABCRSRINLEENERSTEAERIRVEATER
BERERBEAMREZMWAMBBZK - BIRIEE ~ PEARE - i@ - B KkEE - EREE
E2014 FENZEITHWEBEYEATERE  REBENTEHSEMEN 0 SEFERER
T2 2015 GE1EHT -

FHRERBEXIACRENBIREERT S  RXAM LI BERL -

In 2014, the JFIU hosted a Financial Investigation Course for officers of the United Nations Office on
Drugs and Crime (UNODC) from five countries of the Greater Mekong Subregion, namely Cambodia,
Mainland China, Myanmar, Vietnam and Thailand. However, the international financial investigation
courses originally scheduled for the 4th quarter of 2014 were suspended due to the HKPF's
operational exigencies. Such annual international classes will resume in 2015.

All these courses were well received by local and overseas officers and provided a forum for
experience and information exchange.
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Financial Investigation (
2014

2014 7 A AEBREFLEELERBEHERTILEHNEREEASBRY SAERE -
The Financial Investigation Course for UNODC officers was held in Hong Kong Police Officers' Club in July 2014.
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To effectively implement measures against money laundering and terrorist financing, designated
sectors/professionals should fulfil the obligation imposed on them. As such, it is vital to engage the
general public and strategic partners through publicity outreach with a view to raising their awareness
and enlisting their concerted support to build a robust AML/CFT regime in Hong Kong. Working in
partnership with the FSTB and the SB(Narcotics) of the HKSAR Government, the JFIU regularly
provides seminars together with other stakeholders such as the Securities and Futures Commission, the
Hong Kong Institute of Certified Public Accountants and the Estate Agents Authority.

The JFIU co-hosted or sent officers as guest speakers in 28 seminars over the year to continue raising
awareness, enhancing knowledge and skills, and addressing relevant concerns or queries about the
prevention, detection and reporting of money laundering/terrorist financing activities.

AML Annual Seminar for
the Insurance Industry

9 October 2014

FASRARETABSHERTHREERRE - EREER -
The JFIU participated in outreach seminars for the insurance sector at Hong Kong Central Library.



The Hong Kong Institute of
Chartered Secretaries

2014 F 5 A e EBHREANETEERELFEEBNTWEAGHELE - PERBELRENFEAN
Mr. Cyril Mak, Former Head of JFIU, shared his AML expertise at the seminar run by
the Hong Kong Institute of Chartered Secretaries in May 2014.
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The year of 2014 did not only mark the silver anniversary of JFIU, but also
the diamond anniversary of NB, under which JFIU has been housed since its
establishment.

The NB has been at the forefront of drug enforcement agencies in Hong Kong
and remained steadfast in various local and international challenges. Along
with the development of AML/CFT legislation in Hong Kong over the last
25 years, the NB has been expanding its focus on financial investigation to
enhance the enforcement against criminals by tracking down and confiscating
their illicit proceeds in drug offences, other organized and serious crimes as
well as terrorist financing activities. The NB has also gone from strength to
strength as manifested by its growing workforce, which has increased from
three persons back in 1954 under the Anti-Corruption Branch within HKPF to
400 plus officers in 2014 running a crime bureau responsible for anti-narcotics
and AML/CFT functions of the HKPF.
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The synergy brought together by the NB officers has led to a number of significant
achievements in history:
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Recovery of 357 packets of raw
opium and 22 blocks of "999"
brand morphine from the seabed
in a bay in Tai Po.
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The world's second largest

seizure of No. 4 heroin (420 kg)
from Sai Kung at that time.
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Five years of financial investigation by NB on an international drug syndicate
laundering its proceeds in Hong Kong led to recovery of HK$120 million,
which was the biggest single seizure of drug-related assets at that time since
the enactment of the DTROP in 1989.
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Neutralization of a high-
level ketamine trafficking
syndicate with the arrest of
six core members (sentenced
to imprisonment ranging from
8 to 30 years) and a record
seizure of 906 kg of ketamine
at that time.
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Neutralization of a South American
drug trafficking syndicate with a
record seizure of 567 kg of cocaine
concealed in heaps of compressed
plastics stored in a recycling
warehouse in Tuen Mun, and arrest
of six persons who were later
sentenced to imprisonment ranging
from 17 to 27 years.
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A successful joint operation between Narcotics Control Bureau of India, Narcotics
Control Bureau of the Ministry of Public Security of Mainland China and NB against
a transnational drug trafficking syndicate, with three criminals convicted of money
laundering and assets over HK$ 42 million confiscated.
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An unprecedented money laundering case in the history of Hong Kong - a male
school dropout was convicted of money laundering and sentenced to 10.5 years
imprisonment in relation to a total turnover of HK$13 billion in a bank account
within nine months. It marked the highest amount of crime proceeds particularized
in a money laundering charge and the heaviest custodial sentence awarded by the
Court of First Instance in connection with money laundering conviction.
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Taking proactive measures to investigate and confiscate proceeds of drug trafficking and
other crimes is one of the operational priorities of HKPF and NB. The NB will continue
to strive for excellence in all that we do in pursuit of effectively combating the nefarious
drug trade and money laundering to contribute to a better Hong Kong.
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AML

AMLO

APG
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CDD
CFT

C&ED

DNFBPs

DTROP

Egmont Group
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Fls

FID NB

FIU

FSTB

HKPF

HKSAR

ICAC

JFIU
LEA
ME
MSO

SB (Narcotics)

Anti-Money Laundering
Anti-Money Laundering and Counter-

Terrorist Financing
(Financial Institutions) Ordinance

Asia/Pacific Group on Money
Laundering

Customer Due Diligence
Combating the Financing of Terrorism

Customs and Excise Department

Designated Non-Financial
Businesses and Professions

Drug Trafficking (Recovery of
Proceeds) Ordinance

The Egmont Group of Financial
Intelligence Units

Financial Action Task Force

Financial Institutions

Financial Investigation Division,
Narcotics Bureau

Financial Intelligence Unit

Financial Services and the Treasury
Bureau

Hong Kong Police Force

Hong Kong Special Administrative
Region

Independent Commission Against
Corruption

Joint Financial Intelligence Unit
Law Enforcement Agency
Mutual Evaluation

Money Service Operator

Narcotics Division, Security Bureau
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STR

STREAMS

TCSP

UNATMO

UNODC

Organized and Serious Crimes Ordinance

Money Laundering and Terrorist Financing Risk
Assessment Unit

Suspicious Transaction Report

Suspicious Transaction Report and Management
System

Trust and Company Service Provider

United Nations (Anti-Terrorism Measures) Ordinance

United Nations Office on Drugs and Crime

(BB EREFRITHRAD

HEEDMDTESEE
R RRET 4/ NvE

AR AW E

AR ZWEEERMR

ERERATRB IR

(BEE (RZBMEZERR ) GR-E1)

HeRESRMEFERERER
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