Annex 1
List of Possible Supervisory Measures
 for Addressing

AIs’ Serious AML Deficiencies
Administrative / prudential measures

· Issue of a statement of caution or warning (in a letter or examination report) to senior management of the AI concerned, setting out the AML deficiencies and requiring the rectification of these deficiencies within a reasonable period
· Direct communication with the Board of Directors (in the case of a locally incorporated AI), stating the HKMA’s supervisory concerns and requesting the Board’s close attention to and oversight of the AI’s AML system and controls

· Direct communication with the head office / parent bank and the home supervisor (in the case of an overseas incorporated AI or foreign-owned subsidiary AI), informing them of the HKMA’s supervisory concerns and urging them to take necessary steps to address the issues in the AI

· Requiring the AI to submit a comprehensive remedial action plan and thereafter regular status reports on remedial actions taken to address its AML deficiencies

· Requiring the AI to take specific remedial actions as are appropriate in the circumstances of the case (e.g. replacing management or staff with inadequate AML expertise)

· Requiring the AI to submit a detailed investigation report on specific accounts, transactions or matters which are suspicious of being associated with money laundering or terrorist financing activity
· Conducting follow-up examinations on the AI to ascertain that the AML deficiencies have been properly rectified

· Adjusting the supervisory plan and priorities for the AI, taking into account the seriousness of its AML deficiencies (e.g. increasing the scope and frequency of on-site examinations)
· Downgrade of CAMEL ratings (overall or individual components) of the AI

· Putting on hold the AI’s new business or branch expansion plans while remedial actions are still being implemented by the AI

· Referral of the AI’s alleged violations with the provisions in the Drug Trafficking (Recovery of Proceeds) Ordinance, the Organized and Serious Crimes Ordinance or the United Nations (Anti-Terrorism Measures) Ordinance to law enforcement authorities for investigation or prosecution
· Imposing ring-fencing measures on the AI (in the case of an overseas incorporated AI or foreign-owned subsidiary AI) if its head office / parent bank is involved in a money laundering scandal and face sanctions from its home supervisor (after seeking relevant information and confirmation from the home supervisor)
· Where the AI is a registered institution (“RI”) under the Securities and Futures Ordinance (“SFO”) and the AML deficiencies relate to its securities business, recommending the SFC to exercise the power under section 196 or 197 of the SFO to –
· discipline the RI (e.g. reprimand, fine, revocation of registration or suspension of registration) in the light of the AML deficiencies; or

· discipline any former relevant individual or executive officer of the RI associated with the AML deficiencies (e.g. reprimand, fine or prohibition from applying to be a relevant individual or executive officer),
as considered appropriate by the MA
Statutory powers under the Banking Ordinance

· Attaching condition(s) under section 16(5) to the AI’s authorization, after giving the AI an opportunity to be heard 

· Proposing to revoke the AI’s authorization under section 22(1), after consultation with the Financial Secretary, if the MA’s power to revoke the AI’s authorization becomes exercisable 

· Suspending or temporarily suspending the AI’s authorization under sections 24(1) or 25(1), after consultation with the Financial Secretary

· Exercising the MA’s power under section 52, subject to conditions set out in section 52(1) and after consultation with the Financial Secretary, to–
· require the AI to take any action or do any act or thing in relation to its affairs, business and property (including imposing restrictions to its business);

· direct the AI to seek advice on the management of its affairs, business and property from an Advisor appointed by the MA; or

· appoint a Manager to manage the affairs, business and property of the AI
· Requiring the AI to commission an external auditors’ report under section 59(2) on all or specific aspects of its AML policies, system and controls
· Serving a notice of objection under section 70A(3) on any existing controller of the AI who is considered by the MA as no longer fit and proper to be such a controller, after taking into account the person’s written representations
· Withdrawing previous consent given by the MA under section 71(4) for the appointment of a person as a director or the chief executive of the AI  if the person is considered by the MA as no longer fit and proper to be such a director or chief executive, after taking into account the person’s written representations

· Where the AI is a RI under the SFO and the AML deficiencies relate to its securities business –

-
exercising the MA’s disciplinary powers (i.e. removal or suspension of registration) under section 58A(1) in respect of any relevant individual of the RI associated with the AML deficiencies if that individual is guilty of misconduct or is considered by the MA as no longer fit and proper to be such an individual, after consultation with the SFC and giving the individual an opportunity of being heard;

-
recommending the SFC under section 58A(5) to exercise the power under section 196 or 197 of the SFO (e.g. reprimand and/or fine) as considered appropriate by the MA in respect of any relevant individual of the RI associated with the AML deficiencies;
· withdrawing or suspending under section 71C(4) the consent given by the MA for the appointment of any individual as an executive officer of the RI if that individual, who is associated with the AML deficiencies, is guilty of misconduct or is considered by the MA as no longer fit and proper to be such an officer, after consultation with the SFC and giving the individual an opportunity of being heard; or

· recommending the SFC under section 71C(8) to exercise the power under section 196 or 197 of the SFO (e.g. reprimand and/or fine) as considered appropriate by the MA in respect of any executive officer of the RI associated with the AML deficiencies
· Exercising the MA’s power under section 101, after consultation with the AI, to increase its capital adequacy ratio

· Making a report to the Financial Secretary under section 117 to appoint a person to make an enquiry into the state and conduct of affairs, business or property of the AI, if it is in the interests of depositors that such an enquiry should be made
� The supervisory measures listed in this Annex are shown for AIs’ reference and are by no means exhaustive.
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