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International Trends and Developments — Junkets (Part 1)

Features of Junkets

In this issue we would like to look into the nature of junkets and its vulnerability to
money laundering.

1K |

A junket may be run by independent operators who have a contract with the casino.
Junkets provide incentives for patrons to play at a particular casino. As part of this,
junkets may organize all aspects of a player’s tour to the casino, including
transportation, accommodation, and the movement of funds to be played in the casino.

nnuLu

Junkets generally target the high net worth clients and they often do not deal with the

general public, but rely on introductions from intermediaries. Junkets rely on

commissions or fees to support their business. These commissions vary, but may
include:

e A percentage of front money;
: e A commission on non-negotiable chips;
e A commission on cash chips;
e A commission on players’ losses;
o A percentage of the casino’s theoretical win.

Movement of People and Money to Casinos

A vulnerability of junket programs is that they involve the movement of large amounts
of money across borders and through multiple casinos by third parties. Patrons generally
rely on junkets to move their funds to and from the casinos. This creates layers of
obscurity around the source and ownership of the money and the identities of the
players. This is made more difficult if junket is complicit in any money laundering ac-
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tivity by the player, or is solicited by criminals to blend illicit funds with the pool of &
legitimate funds. E
(=
Junkets may use wire transfers to move funds on behalf of clients. The identity of the =)
junket patrons may be unknown to the sending and receiving financial institution or the UQ
receiving casino. Junkets and their agents have a role in conducting customer due , 0 )]
diligence (CDD) on junket patrons due to local anti-money laundering / countering the | ®
financing of terrorism (AML/CFT) controls, but authorities still face challenges with ‘ 2
cross border fund transfer among casinos. 2

Content extracted from FATF and APG Joint Report “Vulnerabilities of Casino and Gaming Sector” of March 2009
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Indicators of Money Laundering through Junket Operations

Players refusing to provide identification;

Use of representatives/third parties to conduct cash buy-in;

Junket chips redeemed without any gambling activity;

Source of funds for buy-in not disclosed;

Source of funds for buy-in from companies;

Buy-in of junket chips by a person whose occupation is not commensurate with
the buy-in value;

Junket issuing cheques to rival casinos;

¢ Junket transferring funds to players with no verifiable proof of winnings;

¢ Player frequently requesting cheques from junket operator below threshold
amounts.
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Case Studies
Case: Use of Junket and Casino VIP Room to Move Cash between Countries

A merchant in country A could not perform a large remittance to country B due to its
foreign exchange control. With the help of a junket, he transferred the monies to the
VIP room of a local casino, which informed an underground remitter in country B about
the amount and beneficiary of the funds. The remitter would then arrange payment of
the fund to the beneficiary. For country B citizens who wished to gamble in this casino
of country A, but had difficulty in bringing in the cash, they would arrange alternative
remittance through this remitter who would then inform details of these customers to
the VIP room. When these citizens arrived at the VIP room, they could immediately
obtain the amount required for gambling. Both the VIP room and the remitter would
perform reconciliation for net settlement, and basically no transfer of monies between
two sides was required.

Red Flags: 1. The requested
remittance through under-
ground channel with no
physical movement of cash
between country A and B;
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2. Lack of CDD measures on
remitter;

103999

Recommendations:

1. Junkets should keep
records for their patrons’
inflow and outflow of funds;

2. Casinos and authorities
should stress the importance
of aiming junkets to identify
their patrons.

Content extracted from FATF and APG Joint Report “Vulnerabilities of Casino and Gaming Sector” of March 2009 |

g
= O— 5 May 2012f




WFTRE RIAT BU&E BN

Macao Special Administrative Region Government

BIFS@S: — B EsTIVFATFER

R TEIR RIS EFATE) /2 — (EEIERMESHER - B BB IWITE A HEST
g7 TR RO iR i LA R SRR S Ak (5 ) s R S Y AH R FE O
M R AL T — 2SRV EER (F R B4 5 B VRUESAIESR - IR 2S5 H
FATF 75 36{1 G & B 5¢ LUK il 4= BREE 28 1808 B ¢ HY FATF [E] 5 i [
VEAHSRILE 28 - AHR R f T B RIS AY SO e BB SN FE il
B EMEARLE - fE R Z A -

Rl A Rl B aRpe R AR B3 R AL JE (T B W R e R B2 iy » FATFIE T
WERTES A RERETER]  BSAE201202 H BTHIFATF 2/ K
BrEE B —BURBERY - WHESTAVFATF RS H 240+ 9T S B
HTEE Ry 73 SR TER (3 40T . - 2 KR T Al F2 (it 5 BBy S 5 M A
TG & o DU 20T BE B B FRA T AT BN B A e 3R B BT AR 3R
B -

BEAh > M EETHYFATF R SR A 5 (i B SR R A PR AU A3 S0 B %
gt - S ARITE FRIFE S ERUEHRE « IENTAREFA
RN [F] s L AT R R AR 8 RO Rl S B - AEE PR I
FATF/R G #4882 R Eh 5 BB Ay AR

R S D

AT EEIFATF D
o SR L A 88 R SOER,
B Y B R R —
R PIECRIOE S DSQES
FETRR Ries > 5]
AFTEEBUE R ) K
A il B YT IR G - S
e AL SE = SEP &
BHLIRFT S ~ 58 &
JeEl g 175 o Y B 2% BEORONT
FETER oK FH A 8t B
N JEN iz oy A it AR e R L [ (R B Y AT B 5 5




S

Issue No. 6

International Trend — Revision of FATF

Recommendations
The Financial Action Task Force (FATF) is the global standard-setter for |
measures to combat money laundering, terrorist financing, and (most E'
recently) the financing of proliferation. It 1is an intergovernmental &
organization with 36 members and with the participation of over 180 g
i

countries through a global network of FATF-Style Regional Bodies. It
established a series of Recommendations that set out the basic framework for
anti-money laundering efforts and are intended to be of universal application.

In order to maintain the
Recommendations up to
date and relevant to the
evolving threat of money
laundering, the FATF has
revised the Recommenda-
tions after two years of
efforts and adopted in the
FATF Plenary in February
2012. The previous version
. of 40+9 Recommendations
: aise have been restructured into
the new 40 Recommendations, which are grouped into different categories.
The revisions provide authorities with a stronger framework to act against
criminals and address new threats to the international financial system.

The revision will enable national authorities to take more effective action
against money laundering and terrorist financing at all levels - from the
identification of bank customers opening an account through to investigation,
prosecution and forfeiture of assets. At the global level, the FATF will also
monitor and take action to promote implementation of the standards.
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0
The revised FATF Recommendations now fully integrate counter-terrorist =
financing measures with anti-money laundering controls, introduce new ?Q
measures to counter the financing of the proliferation of weapons of mass /%
destruction, and they will better address the laundering of the proceeds of | | e
corruption and tax crimes. They also strengthen the requirements for higher \/ =)
risk situations = and allow countries to take a more  targeted e

risk-based approach.
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The main changes are:

e Combating the financing of the proliferation of weapons of mass destruction

Published in May 2012 through the consistent implementation of targeted financial sanctions when these

Published by Financial

Intelligence Office, are called for by the UN Security Council.

Macao Special Adminis-

trati\;e Region Govern- o [mproved transparency to make it harder for criminals and terrorists to conceal
men

their identities or hide their assets behind legal persons and arrangements.

Address: Avenida Dr.
Mario Soares, Nos. 307-
323, Edificio “Banco da

China’, 22°andar, Macau e  Expanding the scope of money laundering predicate offences by including tax
Tel: (853) 2852 3666 .

Fax: (853) 2852 3777 CTimes.

E-mail:info@gif.gov.mo )

Website: www.gifgov.mo e An enhanced risk-based approach which enables countries and the private sector

to apply their resources more efficiently by focusing on higher risk areas.

e  Stronger requirements when dealing with politically exposed persons (PEPs).

If you have any sugges-
tions and enquiries on this . ) ) . . . . .
newsletter, or liketohave o  More effective international cooperation including exchange of information

more copies, please feel ‘e e . . . .
free to contact GIF. between releYant aufthonUes, conduct of joint investigations, and tracing, freezing
and confiscation of illegal assets.

e Better operational tools and a wider range of techniques and powers, both for the
financial intelligence units, and for law enforcement to investigate and prosecute
money laundering and terrorist financing.

All casinos are advised to visit the FATF website www.fatf-gafi.org to obtain the latest
information of the FATF Recommendations.

(To be continued...)
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