
 

                                                  
 

  
 
 

 

 
 

 
 

   
   

 
    

  
  

     
 

 
 

  
 

 
  

  
    
     

  
  

  
  

   
  

   
  

 
 

File Ref.: B&M/4/1/41C 

LEGISLATIVE COUNCIL BRIEF 

Anti-Money Laundering and Counter-Terrorist Financing Ordinance 
(Chapter 615) 

ANTI-MONEY LAUNDERING AND COUNTER-
TERRORIST FINANCING (AMENDMENT) BILL 2022 

INTRODUCTION 
At the meeting of the Executive Council on 14 June 2022, the 

Council ADVISED and the Chief Executive ORDERED that the Anti-
Money Laundering and Counter-Terrorist Financing (Amendment) Bill 
2022 (the Amendment Bill) at Annex should be introduced into the 
Legislative Council (LegCo). 

JUSTIFICATIONS 
Hong Kong’s Compliance with International Anti-Money Laundering 
and Counter-Terrorist Financing Standards 

2. The Amendment Bill aims to enhance Hong Kong’s regulatory 
regime for combating money laundering and terrorist financing (ML/TF) 
in fulfilment of Hong Kong’s obligations under the Financial Action Task 
Force (FATF). The FATF is an inter-governmental body established in 
1989 that sets international standards for combating ML/TF.  Comprising 
39 major economies of the world, the FATF oversees the implementation 
of the FATF Standards, promulgated in the form of 40 Recommendations 
and 11 Immediate Outcomes, through mutual evaluations (i.e. a peer-
review process) conducted by member jurisdictions.  Failure to comply 
with FATF Standards, whether in technical terms or effectively, is subject 
to scrutiny by the international community and runs the risk of being placed 
on the FATF’s blacklist for possible countermeasures by member 
jurisdictions. 



 

 
 

 
 

  
 

     
  

       
 
        

   
 

   
 
 

    
  

 
 
   

  
 

  
  

 
 
 

  
 

 
   

  
 

    
  

     
                                                 
    

  
   

  
 

3. The FATF conducted a Mutual Evaluation on Hong Kong in 2018-
19 to assess the compliance of Hong Kong’s anti-money laundering and 
counter-terrorist financing (AML/CTF) regime with the FATF Standards. 
While the FATF recognised the strengths of Hong Kong’s AML/CTF 
regime, they also highlighted, among other things, the absence of a 
statutory AML/CTF regulatory regime for dealers in precious metals and 
stones (DPMS) as a deficiency that should be addressed. 

4. Moreover, the FATF updates its standards from time to time to 
combat emerging ML/TF risks. A latest addition to the FATF Standards 
was introduced in February 2019, requiring jurisdictions to subject virtual 
asset service providers (VASPs) to the same range of AML/CTF 
obligations that are currently applicable to financial institutions and 
designated non-financial businesses and professions (DNFBPs)1.  Member 
jurisdictions are expected to introduce AML/CTF regulation for VASPs as 
a matter of priority in view of the sector’s rising risks to the international 
financial system. 

5. Under the FATF Standards on VASPs, in managing and mitigating 
the risks from virtual assets (VAs), jurisdictions have the option of either 
(i) prohibiting VASPs from operating in their jurisdiction; or (ii) licensing 
or registering them so they are subject to AML/CTF controls and 
supervision.  FATF members may opt for either approach, having regard to 
their ML/TF profile, as well as other policy goals (such as investor 
protection or financial stability considerations).  In the case of Hong Kong, 
considering our status as an international financial centre and the 
development and adoption of VAs that have been taking place, the 
regulatory approach is considered more in line with our needs and situation. 

6. In drawing up the detailed proposal, we have considered the 
regulatory approach of other economies.  Some economies, such as 
Singapore, the United Kingdom and Japan, have already implemented a 
regulatory regime for VASPs focusing on AML considerations. The 
proposed regulatory regime in Hong Kong would be more rigorous and 
comprehensive. It includes additional elements of investor protection. For 

Under FATF’s definition, “DNFBPs” cover casinos, accounting professionals, DPMS, estate agents, 
legal professionals, and trust or company service providers. Hong Kong has no casinos, and apart 
from DPMS, the rest of the sectors are already regulated under the Anti-Money Laundering and 
Counter-Terrorist Financing Ordinance (Chapter 615) (AMLO). 
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example, the regime will consider applicants’ company and management 
structure, and will also require the business model to be sound, with 
detailed risk management policies and other listing and counter-market 
manipulation measures. To further promote investor protection, the regime 
will at the initial stage stipulate that VASPs can only provide services to 
professional investors.2 

Legislative Proposals 
7. In view of the FATF’s recommendations and the latest change to 
FATF Standards set out in paragraphs 3 and 4 above, we propose amending 
the AMLO to introduce (a) a licensing regime for VASPs; and (b) a 
registration regime for DPMS, so as to impose statutory AML/CTF 
obligations on these two sectors. Furthermore, opportunity will be taken 
to address a number of miscellaneous and technical issues under the AMLO 
which have been identified in the Mutual Evaluation and other FATF 
contexts. The key elements of the legislative proposals are set out below. 

(A) Licensing Regime for VASPs 

Coverage and Regulatory Authority 
8. In the FATF parlance, a VASP is a person who, as a business, 
engages in specified activities involving VAs. The specified activities 
cover (i) exchange between VAs and fiat currencies; (ii) exchange between 
one or more forms of VAs; (iii) transfer of VAs; (iv) safekeeping and/or 
administration of VAs or instruments enabling control over VAs; and (v) 
participation in and provision of financial services related to an issuer’s 
offer and/or sale of a VA. VA is defined by the FATF as “a digital 
representation of value that can be digitally traded, or transferred, and can 
be used for payment or investment purposes”. 

9. Accordingly, VA will be defined in the AMLO making reference 
to the key elements set out in the FATF’s definition.  Moreover, given the 
rapid development in the VA sector, the Secretary for Financial Services 
and the Treasury will be empowered to prescribe by notice published in the 
Gazette whether a particular asset is to be considered a VA under the 
AMLO. 

Under the Amendment Bill, these requirements may be imposed by the Securities and Futures 
Commission (SFC) as licence conditions. 
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10. Having regard to the FATF Standards and the risks presented by 
VA activities in Hong Kong, we propose that a licence is to be required for 
the carrying on of a business of operating a VA exchange.3 The SFC is to 
be the licensing authority and a licence is to be granted subject to the 
meeting of a fit and proper person test and other regulatory requirements. 

Licensing criteria 
11. Under the proposed licensing regime, the SFC is to only grant a 
VASP licence to an applicant subject to its passing of a fit and proper person 
test. To ensure that the SFC will be able to effectively monitor the 
operation of a licensed VASP, only locally incorporated companies with a 
permanent place of business in Hong Kong or companies incorporated 
elsewhere but registered in Hong Kong under the Companies Ordinance 
(Chapter 622) is to be considered for the granting of a VASP licence4. 

12. Making reference to the arrangements for regulating the securities 
sector, two classes of personnel (designated personnel), namely (i) 
responsible officers and (ii) licensed representatives, of a VASP are also 
subject to requirements under the proposed regime.  In particular— 

(a) only individuals who have obtained SFC’s approval may serve as 
responsible officers of a VASP.  Each VASP applicant is required 
to have at least two responsible officers who are to assume general 
responsibility of overseeing the operation of the licensed VASP 
and ensuring compliance with AML/CTF and other regulatory 
requirements, and the responsible officers are to be held personally 

3 Under the Amendment Bill, a VA service is defined to mean— 
“Operating a VA exchange, that is to say, providing services through means of electronic facilities— 

(a) whereby— 
(i) offers to sell or purchase virtual assets are regularly made or accepted in a way 

that forms or results in a binding transaction, or 
(ii) persons are regularly introduced, or identified to other persons in order that they 

may negotiate or conclude, or with the reasonable expectation that they will 
negotiate or conclude sales or purchases of virtual assets in a way that forms or 
results in a binding transaction; and 

(b) where client money or client virtual assets comes into direct or indirect possession of 
the person providing such service.” 

The Amendment Bill provides for the meaning of VA service to be varied by the Secretary for 
Financial Services and the Treasury by subsidiary legislation. 

4 In other words, natural persons or business establishments without a legal personality (e.g. sole 
proprietors or partnerships), or companies incorporated elsewhere and not registered in Hong Kong, 
will not be eligible. 

4 



 

 
 

  
  

  
      
     

 
   

 
  

    
  

 
   
   

 
 

  
  

     
     

   
 

   
  

 
 

        
   

 
   

  
  

  
 

 
 
                                                 
   
  

accountable in case of non-compliance.  Similar to the 
requirement under the Securities and Futures Ordinance (Chapter 
571) (SFO) for licensed corporations, only responsible officers 
approved by the SFC in relation to a VASP may become executive 
directors of the VASP; and 

(b) only individuals who are licensed by the SFC to be licensed 
representatives and whose accreditation to a VASP are approved 
by the SFC may carry out regulated functions on behalf of the 
VASP in relation to its carrying on of a business of providing a VA 
service.  In order to be licensed as a licensed representative, an 
individual is expected to meet qualification requirements as 
determined by the SFC and should be competent to carry out 
virtual asset trading services.5 

Licensing Requirements 
13. In the proposed licensing regime, the responsible officers and 
licensed representatives must be fit and proper to manage the VASP 
business and engage in the provision of a VA service respectively. The fit 
and proper person test will also take account of whether the VASP is 
operated in compliance with the AML/CTF and other regulatory 
requirements. Hence, the requirements will operate to enhance the overall 
AML/CTF competency level of the sector, as well as provide a substantial 
level of investor and customer protection. 

Regulatory Requirements 
14. Under the proposed regime, the licensed VASP itself and the 
designated personnel, are to abide by a robust set of regulatory 
requirements to be imposed as licence conditions by the SFC.  In the case 
of the licensed VASP, the requirements are to cover a wide range of matters 
including, among other things, that the licensed VASP should have 
adequate financial resources, knowledge and experience, risk management 
policies and procedures, VA listing and trading policies, proper financial 
reporting and disclosure, as well as mechanisms to prevent market 
manipulative and abusive activities and conflicts of interest. 

Being a licensed representative of a VASP is also a pre-requisite for an individual to be approved 
as a responsible officer of the VASP. 
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15. In addition, our plan is to impose requirements on licensed VASPs 
at the initial stage so they may only offer services to professional 
investors.6 The SFC is also empowered to impose conditions in relation to 
the approvals of the responsible officers and the licences of licensed 
representatives to ensure that they will perform their duties in compliance 
with the AML/CTF and other regulatory requirements. 

Open-ended Licence 
16. As a licensed VASP will need to make substantive investment in 
order to acquire the necessary scale and sophistication for operating a 
competitive VA exchange, a degree of certainty in the operating 
environment is necessary. As such, we propose that a licensed VASP 
should be granted an open-ended licence, i.e. one that will remain valid 
until the licence is revoked by the SFC, for example, due to misconduct or 
cessation of the licensed VASP’s operation.  In any case, a licensed VASP 
will be subject to the SFC’s close and ongoing supervision in respect of 
conduct and operation, and the SFC is to have the power to review and 
revoke (or suspend) a licence as need be notwithstanding the open-ended 
nature of the licence. The SFC is to also have the power to take disciplinary 
actions, including suspension or revocation of licence, against VASPs 
which are found guilty of misconduct or not fit and proper. 

Powers of the SFC 
17. For effective implementation of the regime, it is proposed that the 
SFC be given supervisory powers for enforcing the AML/CTF and other 
regulatory requirements, including for example the power to enter business 
premises of the licensed VASP and its associated entities7 for conducting 
routine inspections; to request the production of documents and other 
records; to investigate non-compliances and to impose disciplinary 
sanctions (including reprimand, order for remedial actions, civil penalty 
and suspension or revocation of licence) against licensed persons involved 
with non-compliances. The SFC may also appoint an auditor to look into 
the affairs of a licensed VASP and its associated entities if it has reasons to 

6 The professional investor requirement will be imposed as a regulatory requirement made by the SFC 
with the power given in the AMLO. In line with SFC’s usual practice, the SFC will finalise the 
detailed regulatory requirements upon the enactment of the amended ordinance, and consult the 
sector and the public on the whole set of requirements before promulgation. 

7 Associated entity is a wholly owned subsidiary of the licensed provider to receive or hold client 
assets of the licensed provider. 
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believe that the licensed VASP, or any of its associated entities, has failed 
to comply with any specified requirements8. 

18. From the angle of investor protection, the default of a VA 
exchange would bring considerable loss to investors. We therefore see a 
need to enable the SFC to protect client assets of a licensed VASP in the 
event of an emergency, and to prevent the dissipation of client assets in 
case of misconduct on the part of a licensed VASP.  Drawing reference from 
the SFO, it is proposed that the SFC be given intervention powers to impose 
prohibitions and requirements in relation to the operation of a licensed 
VASP where the circumstances so warrant.  Specifically, the SFC may 
require the licensed VASP and its associated entities to conduct its business 
only in a specified manner, prohibit the licensed VASP and its associated 
entities from entering into any further transactions; restrict the licensed 
VASP and its associated entities from disposing of client assets and other 
property.  In addition, the powers of SFC to appoint auditors as mentioned 
above will also serve to assist the SFC in protecting the interests of 
investors. 

Sanctions 
19. In the proposed licensing regime, sanctions will apply to deter 
unlawful practice and non-compliance including, among other things, 
carrying on a business of providing a VA service9 without licence, and non-
compliance with AML/CTF requirements. 

20. It is proposed that carrying on a business of providing a VA service 
without a VASP licence should be an offence punishable, on conviction on 

8 As defined in the Amendment Bill, “specified requirement” means— 

(a) any provision of AMLO; 

(b) any provision in any code or guideline published under AMLO; 

(c) any notice, prohibition or requirement given or imposed under or pursuant to any provision 
of AMLO; 

(d) any conditions of licence imposed by the SFC under or pursuant to any provision in AMLO; 
or 

(e) any other condition imposed by the SFC under or pursuant to any provision in AMLO. 

9 Actively marketing a service, which if provided in Hong Kong would be a VA service, to the Hong 
Kong public is to be regarded as carrying on a business of providing a VA service. 
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indictment10, to a fine of HK$5 million and to imprisonment for seven 
years; and, in the case of a continuing offence, to a further fine of 
HK$100,000 for every day during which the offence continues. To prevent 
local investors from being exposed to risks from unlicensed VA exchanges, 
we propose that the same offence may be constituted by any person actively 
marketing, whether in Hong Kong or elsewhere, to the public of Hong 
Kong the service of a VA exchange elsewhere, unless the person is properly 
licensed by the SFC for the purpose of providing the service. We also 
propose to make it an offence if a person, in connection with an application 
for the grant of a licence, makes a false or misleading statement in a 
material particular, which is to be punishable on conviction on indictment 
to a fine of HK$1 million and to imprisonment for two years. 

21. In case of non-compliance with the statutory AML/CTF 
requirements, the licensed VASP and its responsible officers commit 
offences and each is liable to a fine of HK$1 million and to imprisonment 
for two years on conviction on indictment.11 They may also be subject to a 
range of disciplinary sanctions, including suspension or revocation of 
licences, reprimand, an order to take remedial action and a pecuniary 
penalty (not exceeding HK$10 million, or three times the amount of the 
profit gained or loss avoided, whichever is the greater) for misconduct such 
as contravening the AML/CTF or other regulatory requirements.12 

22. Given the risk of investor fraud associated with VA, we propose 
to make it an offence for any person to make a fraudulent or reckless 
misrepresentation for the purpose of inducing another person to acquire or 
dispose of a VA, whether or not the transaction is conducted (or proposed 
to be conducted) within or outside a licensed VA exchange. A person who 
commits this offence is liable to a fine of HK$1 million and to 

10 For various offences mentioned in this paper, different penalties apply on conviction on indictment 
and on summary conviction. This paper only sets out penalties on conviction on indictment for 
conciseness. 

11 If the non-compliance is committed with intent to defraud, the licensed VASP or responsible officer 
is liable to a fine of HK$1 million and to imprisonment for seven years on conviction on indictment. 

12 Other regulatory requirements include, in relation to a licensed VASP, the terms and conditions of 
its licence and in relation to a responsible officer (who must also be a licensed representative), the 
terms and conditions of the officer’s licence and conditions imposed in relation to the SFC’s 
approval for him or her as responsible officer. 
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imprisonment for seven13 years. 

Review of SFC’s Decisions 
23. Following the arrangements of all other sectors regulated under 
the AMLO, it is proposed that decisions made by the SFC in implementing 
the licensing and supervisory regime for licensed VASPs and their officers 
should be subject to the established review mechanism of the Anti-Money 
Laundering and Counter-Terrorist Financing Review Tribunal. 

Exemption and Transitional Period 
24. Given that VA exchange is a new line of business distinct from the 
traditional services provided by entities regulated under the AMLO, it is 
not proposed to grant any exemption in respect of the VASP licensing 
requirement. 

25. The Amendment Bill provides for transitional arrangements for 
existing operators carrying on a business of operating a VA exchange.  If 
such an operator files an application with the SFC within the first nine 
months 14 after the commencement of the relevant provisions on the 
licensing regime and confirms that it will comply with the regulatory 
requirements set by the SFC, the operator may be deemed to be licensed 
until the SFC has made a decision on its licence application. The operation 
by the operator of its VA exchange, while it has a deemed licensed status, 
would not be considered as contravening the amended AMLO 15. 

13 The term of imprisonment was proposed to be two years in the consultation document.  On further 
consideration, we consider it more appropriate to be seven years to align with similar provisions of 
the SFO. 

14 During the public consultation, a transition period of 180 days was proposed. Given the large 
number of requirements that an applicant has to fulfill in licence application and the highly 
specialised and technical nature of these requirements, the transitional period is proposed to be 
adjusted from 180 days to nine months. 

15 Relevant provisions in the Amendment Bill will give SFC the power to issue a notice (specified 
notice) to unsuitable applicants informing them that they will not have a deemed licensed status. 
Examples of unsuitable applicants include those who fail to make sufficient rectifications on 
deficiencies identified by the SFC while processing the applications, and those who do not have a 
reasonable prospect of complying with the relevant regulatory requirements. These applicants will 
not have the deemed licensed status and will be required to close down their business by the end of 
the first 12 months (being the nine-month application period plus a three-month buffer for arranging 
the closing down of business) after the commencement of the VASP licensing requirement or within 
3 months upon the issuance of the specified notice (whichever is longer). 
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(B) Registration Regime for DPMS in Hong Kong 

Scope and Coverage 
26. DPMS are among the six categories of DNFBPs appointed by the 
FATF for AML/CTF regulation primarily due to their involvement in cash-
based transactions, which may be abused by criminals to launder and 
disguise proceeds in valuable commodities (e.g. gold, diamonds or high-
value jewellery), or by terrorist and their associates to finance terrorism 
abroad. Specifically, the FATF requires that DPMS which engage in cash 
transactions exceeding USD/EUR15,000 (implemented locally as 
HK$120,000) with customers should be subject to the same AML 
obligations as are other DNFBPs. 

27. Given the FATF requirement to regulate DPMS, we propose to 
introduce a registration regime for DPMS whereby any person seeking to 
carry on a business of dealing in precious metals and precious stones in 
Hong Kong 16 will be required to register with the Commissioner of 
Customs and Excise (C of C&E).  It will be illegal for any person to carry 
on a precious metals and stones business in Hong Kong, or hold out to be 
a registered DPMS, without registration with the C of C&E. The proposed 
registration regime, under which there are to be two categories of 
registrants, will allow the C of C&E to separate DPMS who seek to engage 
in cash transactions at or above HK$120,000 in the course of their business 
(and would thus pose higher risks) from those posing lower risks for 
AML/CTF supervision, while maintaining an up-to-date understanding of 
the overall sectoral landscape as required by the FATF. 

Registration and Registration Requirements 
28. Under the proposal, two categories of registration, i.e. Categories 
A and B, will be introduced with registration requirements as follows – 

Dealing in precious metals and stones is defined to mean carrying on any of the following activities 
by way of business– 
(a) Trading in (defined to mean selling, offering for sale, purchasing or possessing for sale/resale), 

importing, or exporting precious metals, precious stones or precious products; 
(b) Manufacturing, refining, or carrying out any value-adding work (e.g. cutting, polishing, etc.) 

on precious metals, precious stones or precious products; 
(c) Issuing, redeeming, or trading in (as defined as mentioned above) precious-asset-backed 

instruments; 
(d) Acting as an intermediary for (a), (b) or (c) above. 

10 
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(a) Category A registrants (such registrants must not engage in any 
cash transactions with customers at or above HK$120,000):  The 
registration is relatively straightforward, subject only to the filing 
of an application which is accompanied by, among other things – 
(i) a copy of valid business registration certificate17; 
(ii) address of each place of business in Hong Kong and 

correspondence address; and 
(iii) a declaration that the precious metals and stones business 

which the applicant proposes to carry on will be carried on 
for a lawful purpose. 

Category A registrants are not subject to the AML/CTF 
requirements stipulated in Schedule 2 to the AMLO, and will only 
be subject to certain statutory obligations (such as displaying 
certificates of registration at their business premises and notifying 
the C of C&E of changes in particulars and of cessation of 
business) and certain conditions of registration imposed by the C 
of C&E; and 

(b) Category B registrants (such registrants may engage in any cash 
transactions with customers at or above HK$120,000): 
Applicants for Category B registration, like other DNFBPs 
regulated under the AMLO, will be subject to the meeting of a fit-
and-proper test. Category B registrants will be subject to the 
AML/CTF requirements under the AMLO when they engage in 
cash transactions at or above HK$120,000, the statutory 
obligations mentioned in the subparagraph (a) as well as relevant 
conditions of registration imposed by the C of C&E. 

Powers of C of C&E 
29. It is proposed that the C of C&E be given relevant powers for 
effective implementation of the regime.  In particular, the C of C&E will 
be empowered to enter the registrants’ place of business for routine 
inspection; to investigate non-compliance and to request the production of 
records, documents or other materials; and to impose disciplinary sanctions. 

For hawkers licensed under the Hawker Regulation (Chapter 132AI) who are exempted from 
business registration, they may register on the strength of their hawker licence. 
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Sanctions 
30. It is proposed that a person commits an offence if the person 
carries on a precious metals and stones business without being registered 
as a Category A or Category B registrant; engages in a specified cash 
transaction whilst carrying on a precious metals and stones business 
without being registered as a Category B registrant; or holds out to be a 
registered DPMS when the person is not registered as either a Category A 
or Category B registrant.  Such a person is liable on conviction to a fine at 
level 6 (HK$100,000) and to imprisonment for six months. 

31. We also propose to make it an offence for any person, in 
connection with an application for registration or other specified matters, 
to make a false or misleading statement in a material particular, punishable 
by a fine at level 5 (HK$50,000) and imprisonment for six months.  Similar 
to existing licensing regimes for money service operators and trust or 
company service providers, a person who fails to comply with 
requirements on displaying certificates of registration or branch certificates, 
or notifying the C of C&E any change in particulars or of cessation of 
business, will be liable to a fine at level 5 (HK$50,000). 

32. In addition, a Category B registrant who contravenes the 
AML/CTF requirements in the AMLO will be subject to disciplinary 
proceedings and a range of disciplinary sanctions, including reprimand, 
remedial order, a pecuniary penalty not exceeding HK$500,00018 , and 
suspension or cancellation of registration. Disciplinary sanctions (save for 
pecuniary penalty) will also be in place for Category A registrants as a 
measure to ensure observance of registration requirements. 

Review of C of C&E’s Decisions 
33. Similar to other sectors regulated under the AMLO, it is proposed 
that the Anti-Money Laundering and Counter-Terrorist Financing Review 
Tribunal be empowered to determine an application for review of future 
decisions made by the C of C&E in implementing the regulatory regime 
for DPMS. 

This level is consistent with the maximum administrative fine that may be imposed against other 
DNFBPs for non-compliance with the AMLO. 
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Exemption and Transitional Period 
34. To avoid regulatory overlap, it is proposed to exempt financial 
institutions (which are already regulated under the AMLO and their 
respective governing ordinances), as well as pawnbrokers (who are already 
subject to the regulation of the Pawnbrokers Ordinance (Chapter 166)), 
from the registration requirement, where they carry on a precious metals 
and stones business as an ancillary to their principal business.  No 
exemption is given to other DNFBPs supervised under the AMLO, as 
presently they are obliged to observe the AML requirements in Schedule 2 
to AMLO only when they engage in specified transactions of their 
respective sectors, which do not include carrying on a precious metals and 
stones business. 

35. Considering that dealers from other jurisdictions may visit Hong 
Kong for trade fairs or dealing with local DPMS and other customers, an 
exemption from registration is also proposed for these “non-Hong Kong 
dealers” as they are likely to pose lower ML/TF risks to Hong Kong due to 
their transitory nature.  It would also not be practical to require these 
dealers to be registered with C of C&E and to require them to comply with 
all AML/CTF requirements applicable to Category B registrants. To 
mitigate the ML/TF risks of non-Hong Kong dealers and to meet the FATF 
requirements, it is proposed that they be required to file a cash transaction 
report with the C of C&E when they engage in a cash transaction at or 
above HK$120,000 in Hong Kong, and within one day upon completion of 
the transaction, and in any event before their (or in case of companies, their 
employee(s)’, etc.) departure from Hong Kong.  Such reports will enable 
the C of C&E to detect suspicious transactions and conduct follow-up 
investigations as necessary.  Non-compliance is an offence punishable by 
a fine at level 5 and imprisonment for three months. 

36. To facilitate the trade’s migration to the registration regime, 
transitional arrangements will be provided for in the Amendment Bill. 
Specifically, DPMS who have been in operation immediately before 
commencement of the regime will be allowed nine months to apply for 
registration19. A pre-existing DPMS who has done so will be deemed to 

Taking into account the large number of establishments and operations which may apply for 
registration and to facilitate smooth migration to the registration regime, the transitional period has 
been adjusted from 180 days (as mentioned in the public consultation) to nine months. 
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have been registered as Category B registrants for carrying on a precious 
metals and stones business until such time when the DPMS’ application is 
determined or withdrawn. 

37. To alleviate the compliance burden of DPMS (especially retailers) 
in light of the current economic conditions and difficulties being 
experienced by businesses, and to encourage their buy-in of the new 
registration regime, it is proposed that the registration and related fees20 be 
waived for first registration, where the application for which is made within 
the transitional period referred in paragraph 36 above. The C of C&E will 
be empowered under the Amendment Bill to waive fees in relation to any 
person or class of persons. 

(C) Miscellaneous Amendments 
38. In addition to the regulatory regimes for VASPs and DPMS, a 
number of technical issues relating to the AMLO, identified in the FATF’s 
Mutual Evaluation report on Hong Kong and other FATF contexts, will be 
addressed in the proposed legislative amendments as follows – 

(a) amending the technical definition of “politically exposed 
person” (PEP) in accordance with the FATF requirement, and 
allowing more flexibility in the treatment of former PEPs who 
are no longer entrusted with a prominent public function by 
allowing a financial institution to take a risk-sensitive 
approach in determining the degree of customer due diligence 
that is to be taken in respect of such persons; 

(b) better aligning the definition of “beneficial owner” in relation 
to a trust under the AMLO with that of “controlling person” 
under the Inland Revenue Ordinance (Chapter 112) (IRO), by 
clarifying that, where a trust is concerned, it includes trustees, 
beneficiaries and class(es) of beneficiaries; 

Including the registration fees for Category A registrants (covering one year) and for Category B 
registrants (covering the period of the registration which is three years or another period specified 
by the C of C&E), plus the relevant fees for conducting “fit-and-proper” tests for Category B 
registrants.  The estimated registration and related fees for a CategoryA registrant is around HK$260, 
and for a Category B registrant, HK$2,620 (on the basis that one person is to undergo the fit and 
proper tests). 
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(c) allowing the engagement of digital identification systems to 
assist the conduct of customer due diligence in situations 
where a customer is not physically present for customer 
identification and verification purposes (i.e. non-face-to-face 
(NFTF) situations)so as to provide more flexibility for 
financial institutions and DNFBPs who adopt NFTF 
technologies; 

(d) enhancing the deterrent effect for unlicensed money service 
operation by providing for a penalty of to a fine of 
HK$1 million and imprisonment for two years on conviction 
on indictment; and 

(e) consolidating the different provisions under individual Parts 
of AMLO (which provide for confidentiality of information 
obtained under AMLO for AML/CTF purposes and permit 
disclosure to specified persons) into provisions applicable 
across different Parts of the AMLO and including a 
prohibition on a person subject to inspection, investigation or 
disciplinary action from disclosing information. 

OTHER OPTIONS 
39. In order to meet the FATF’s requirements as explained in 
paragraphs 3 and 4 above, it is necessary to put in place a statutory 
regulatory regime for the VASP and DPMS sectors. Any voluntary scheme 
without enforcement effect will not be accepted in fulfillment of the 
relevant AML/CTF Standards. As for the proposals on miscellaneous 
amendments, legislative amendments are necessary to existing provisions 
in the AMLO. The current proposal is the only option. 

15 



 

 
 

   
    

 
  

   
   
    

   
  

 
  

 
       

  
    

  
 

    
    

 
 

       
 

       
 

    
    

  
 

   
  

 
  

                                                 
   

     
           

  
 

THE AMENDMENT BILL 
40. The main provisions of the Amendment Bill are set out below -

(a) Part 1 sets out preliminary provisions such as the short title 
and provides for the commencement of the Amendment Bill21; 

(b) Part 2 contains amendments to the AMLO and comprises -
(i) Division 1, in which clauses 4 and 5 establish the two 

new regulatory regimes for VASPs and DPMS by 
adding new Parts 5B and 5C and Schedules 3B to 3G; 
and 

(ii) Division 2 (comprising clauses 6 to 34) which deals 
with customer due diligence requirements and other 
miscellaneous matters; 

(c) new Part 5B and Schedules 3B to 3G provide for the 
licensing regime for VASPs where-
(i) new sections 53ZR to 53ZRC (read with new Schedule 

3B) defining terms including virtual asset, VA service, 
regulated function, associated entity; 

(ii) sections 53ZRD to 53ZRG impose the requirement for 
a licence to carry on a business of providing a VA 
service  and other restrictions on activities involving 
VA; 

(iii) sections 53ZRH to 53ZRS provide for the grant of a 
licence to a corporation to provide a VA service 
(licensed provider), the grant of a licence to a licensed 
provider’s representative, the fit and proper person test, 
and the grant of approval (including for a person to be 
a licensed provider’s responsible officer), while 
Schedule 3C sets out the fees payable for the 
applications; 

(iv) sections 53ZRT to 53ZRX (read with Schedules 3D and 
3E) set out obligations of licensed providers, their 
associated entities and licensed representatives 
regarding notifications, annual fees and annual returns; 

It is proposed that the Amended Ordinance will come into effect on 1 January 2023 except for the 
Part and provisions relating to the VASP regime which will come into effect on 1 March 2023. 
Between the enactment and commencement of the Amendment Bill, the SFC and Customs and 
Excise Department (C&ED) will prepare for the implementation of the new regimes including, inter 
alia, the preparation of rules and guidelines. 
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(v) sections 53ZRY to 53ZSM (read with Schedule 3F) set 
out audit requirements applicable to a licensed provider 
and any of its associated entities; 

(vi) sections 53ZSN to 53ZTG provide for the SFC’s power 
to discipline a licensed person and to intervene in the 
business of a licensed provider or any of its associated 
entities; 

(vii) section 53ZTX adds a new Schedule 3G to the principal 
Ordinance to provide for transitional arrangements; 

(d) new Part 5C and Schedules 3H to 3J provide for the 
registration regime for DPMS where-
(i) section 53ZTY sets out the definitions of terms, 

including precious metals, precious stones, dealing in 
precious metals and stones, precious metals and stones 
business, Category A registrant, Category B registrant, 
registrant, branch, and non-Hong Kong precious 
metals and stones dealer; 

(ii) section 53ZTY also defines specified cash transaction 
to mean, in essence, a transaction carried out by a 
person, while carrying on a precious metals and stones 
business, where a payment or payments in cash, of at 
least the amount specified in Schedule 3E (i.e. 
$120,000) in total, is or are made or received in Hong 
Kong in respect of the transaction; 

(iii) section 53ZUD makes it an offence if a person carries 
on a precious metals and stones business without 
registration or if a person (other than a Category B 
registrant) carries out, by way of business, a specified 
cash transaction in Hong Kong; 

(iv) sections 53ZUE to 53ZUY provide for registration of 
a person as a Category A registrant or Category B 
registrant; the fit and proper test applicable to 
registration as a Category B registrant; approval for 
becoming a director, partner or ultimate owner of a 
Category B registrant; 

(v) sections 53ZUZ to 53ZVB specifies obligations of 
registrants regarding the display of certificates and 
notifications; 

(vi) section 53ZVC to 53ZVI provides for the C of C&E’s 
17 



 

 
 

 
   

  
     

 
   

    
 

 
  

 
   

     
 
      

  
  
 

  
 
 
 

 
     
      

  
  

 
 
 

   
 

  
 
 

 
  

   
  

powers to take disciplinary actions; 
(vii) section 53ZVJ requires a non-Hong Kong precious 

metals and stones dealer carrying out a specified cash 
transaction to give to the C of C&E, within the 
specified time, a report containing the information 
specified in Schedule 3I in respect of the transaction; 

(viii) sections 53ZVK to 53ZW provides for enforcement, 
transitional arrangement and other miscellaneous 
matters; 

(e) Part 2, Division 2, contains amendments for applying the 
customer due diligence and record-keeping requirements 
(AML/CTF requirements) and other provisions in the AMLO 
to licensed persons under Part 5B and registrants under Part 
5C-
(i) in Schedule 1 to the AMLO, the definition of 

financial institution is amended to cover a licensed 
VASP and the definition of DNFBP is amended to 
cover a Category B DPMS registrant; 

(ii) a new section 13A is added to Schedule 2 to the 
AMLO to provide for a financial institution’s 
obligation to obtain and pass on information in 
relation to a transfer of virtual assets that amount to 
no less than the specified amount (i.e. HK$8,000); 

(iii) under section 5Aof theAMLO, as amended by clause 
7, the AML/CTF requirements only apply to a 
Category B DPMS registrant when, by way of 
business, the registrant carries out, in Hong Kong 
with a customer, a specified cash transaction; for a 
specified cash transaction carried out exclusively 
between 2 Category B DPMS registrants, the 
AML/CTF requirements do not apply to the paying 
registrant; 

(iv) clauses 8 to 17 extend to licensed VASPs and their 
associated entities and DPMS registrants the 
provisions on the powers to conduct routine 
inspections and to investigate into suspected non-
compliance with the AMLO; 

(v) Clause 18 adds sections 13A to 13E to provide for 
assistance to a regulator of a jurisdiction outside 
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Hong Kong, with reference to provisions providing 
for similar assistance under the SFO; 

(vi) to provide for confidentiality requirements applicable 
across different Parts of AMLO, Clauses 24, 26 and 
29 repeal existing provisions in AMLO and, instead, 
add new Part 6A (i.e. sections 76A to 76G); 

(vii) Clause 27 amends section 54 to extend the review 
mechanism under AMLO to the decisions made by 
the SFC and the C of C&E under new Parts 5B and 
5C; 

(f) Clauses 22 and 33(4), (8), (16), (18) and (19) amend the 
existing provisions of section 29 of, and Schedule 2 to 
AMLO to, implement proposals on increased penalty for 
unlicensed money service operation, PEP, customer due 
diligence requirements for NFTF situations, definition of 
beneficial owner for trusts (the proposals are explained in 
paragraph 38(a) to (d) above); and 

(g) similar to the provisions referred to in subparagraph (e)(vi) 
above, a related amendment is made by clauses 34 to permit 
disclosure of information obtained in performing functions 
under the SFO to certain persons who enforce the AMLO. 

LEGISLATIVE TIMETABLE 
41. The legislative timetable will be – 

Publication in the Gazette 24 June 2022 

First Reading and commencement 
of the Second Reading debate 

29 June 2022 

Resumption of Second Reading 
debate, committee stage and Third 
Reading 

To be notified 

ECONOMIC IMPLICATIONS 
42. The proposal would strengthen Hong Kong’s AML/CTF 
regulatory regime and bring the regime in line with international standards. 
This is conducive to reinforcing Hong Kong’s status as an international 
financial centre. While the proposal would entail additional compliance 
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costs for VASPs and DPMS, the additional costs should be relatively small 
for VASPs in comparison to their other costs and the proposed waiver of 
registration and related fees for DPMS in their first registration would 
alleviate the cost burden of small businesses.  

FINANCIAL AND CIVIL SERVICE IMPLICATIONS 
43. The registration regime for DPMS is estimated to cover more than 
8 000 DPMS in Hong Kong, of which some 4 000 are expected to apply 
for Category B registration, and the other some 4 000 to apply for Category 
A registration. To administer the registration regime for DPMS and 
supervise the DPMS registrants, C&ED will create 72 permanent non-
directorate civil service posts, involving a full-year recurrent expenditure 
of HK$40.8 million. In addition, a team of 19 Post-retirement Service 
Contract staff will be engaged for seven months to cope with the influx of 
applications during the transitional period. The total staff cost of which 
will be HK$7 million. A new computer system for processing applications 
and enforcement work, involving an estimated non-recurrent expenditure 
of HK$15.9 million, will also be put in place. The recurrent costs of the 
system is estimated at HK$6.3 million per annum and will be absorbed by 
C&ED from within its existing resources. To cover the administrative 
expenses of operating the registration regime for DPMS, registration and 
related fees will be charged on the basis of cost-recovery. The estimated 
revenue forgone arising from the proposed one-off waiver of fees for first 
registration referred in paragraph 37 above would be around 
HK$11.8 million at most (on the basis that majority of dealers will have 
one to two directors to undergo fit and proper tests). 

OTHER IMPLICATIONS 
44. The proposal is in conformity with the Basic Law, including the 
provisions concerning human rights. The amendments proposed in the 
Amendment Bill will not affect the current binding effect of the AMLO.  It 
has no productivity, environmental, family or gender implications. There 
are no sustainability implications other than the economic implications. 

PUBLIC CONSULTATION 
45. FSTB conducted a public consultation to gauge the views from 
the public and the relevant financial sectors on the legislative proposals 
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from November 2020 to January 2021. Overall speaking, from the 
responses received, there is broad support for the Government to strengthen 
Hong Kong’s AML/CTF system having regard to international standards, 
in keeping with our status as an international financial centre. A majority 
of the respondents indicated agreement with the overall direction and 
principles, as well as the broad framework of the legislative proposals. 
They expressed understanding of the need to regulate the VASP and the 
DPMS sectors in fulfillment of our obligations under the FATF, and shared 
our view that a balanced approach to legislation should be adopted, 
complementing the need to have an effective system for addressing ML/TF 
risks in the concerned sectors, while minimising regulatory burden and 
compliance costs on the businesses.  Respondents also expressed views 
regarding the precise scope, coverage and parameters of the legislative 
proposals, by and large reflecting their sectoral interests or industry 
backgrounds. We also consulted the LegCo Panel on Financial Affairs and 
the Financial Leaders Forum in February and April 2022 respectively and 
received support for our proposals. 

PUBLICITY 
46. A press release will be issued on the gazettal of the Amendment 
Bill. A spokesperson will be made available for answering media enquiries. 

ENQUIRIES 

47. Enquiries relating to this Brief can be directed to Mr Justin TO, 
Principal Assistant Secretary for Financial Services and the Treasury 
(Financial Services) at 2810 2067. 

Financial Services and the Treasury Bureau 
22 June 2022 
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