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2.2.3 Customer Risk

an . (

fimsE :

22 HKMA, Institutional Risk Assessment -
Observations and Common Deficiencies, November
2015.
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In developing the factors weighting criteria, it was decided that Customer Risk should be afforded the most significant
weight. This is because the customer has ultimate control over the products and services it seeks from the Bank, the
transactions it conducts using those products and services, and the geographic locations in which it incorporates its
business and to which it directs the movement of assets. In addition, a customer that is considered high risk because of
its business and industry type or shareholding structure may not have appropriate and effective controls in place to
effectively manage ML and TF risks. The industry guideline assigns 25 to 35% of weight to Customer Risks. This
Methodology gives the Customers Risk the greatest weighting of 35%. The Wolfsberg Group suggests Customer Risk
weighting be 25 to 35%. Because (1) the Bank’s geographic distribution of business and operation is fairly
concentrated in the Greater China area, (2) that the types of services and products offered by the Bank are not
extraordinary to financial institutions of similar nature and operation, and (3) that there is no extraordinary data
observation that justifies any discount from suggested maximum weighting, this Methodology assigns 35% weighting

to Customer Risk factor.
Customer Risk is measured by six sub-factors:
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AML Training Policy

[x]

The Branch has policies and procedures governing

AML training requirements, including all of the follow-

ings:

a) responsibilities for establishing the training plan;

b) monitoring and maintaining of attendance records;

c) design process of training plan;

d) deadline to complete training;

e) post-training assessment of understanding and
knowledge.

General AML
Training

[ ]

The Branch conducts all of the following activities with

respect to AML training:

a) AML training is provided to employees and relevant
third parties on at least an annual basis

b) AML training is provided to applicable new staff
within 30 days of hiring

c) Content is specific to the Branch's AML program

d) Content is reviewed by Global AML or the Branch's

No. of customers in that geographical location AML Compliance Officer and updated, as necessary,

at least annually.

% of customer in a geographical location = Total P—
otal no. of customers

Weighted Risk Score of a geographical location

= Risk Score of that geographical location
X % of customer in a geographical location

Final Customer Geographical Location Score

= Sum of weighted risk score of each geographical location
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Specific AML Training (e.g.
Management, Trade

Account Opening,
Fron-line personnel)

The Branch has specific AML trainings provide to
Finance, Wire/Remittance, | [ X ] different departments targeting the employees' job
responsibilities.
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Jamie Dimon
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