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Strategic Trade Control Laws

* Hong Kong — Trade and Industry Department has
specific import and export requirements
www.stc.tid.gov.hk/eindex.html

e Japan — Ministry of Economy, Trade and Industry
has its own prohibited end-user list:
www.meti.go.jp/english/press/2014/0401 01.ht
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e Taiwan — Bureau of Foreign Trade
www.trade.gov.tw/english/

U.S.DEPARTMENT OF COMMERCE « BUREAU OF INDUSTRY AND SECURITY

9/26/2017



9/26/2017

BIS UPDATE 2017 Cox~rerence ox Exrort CoNTROLS AND PoLicy

Diversion: HK Front Companies

COMPANY SECRETARIAL SERVICES

Large infrastructure of corporate secretary firms and
forwarding companies.

HK IS ALMOST NEVER THE FINAL DESTINATION.

* Business registration requires limited documentation.
* Major challenge for ECO Hong Kong to determine the
ultimate end user and end destination of U.S items.
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U.S. Regulatory Changes to Hong Kong

| REGULATION

BIS Final Rule on Hong Kong published January 19, 2017
and became effective on April 19, 2017.

e U.S. exports controlled on the CCL for NS, MT, NP1 or CB
reasons require Hong Kong import license and/or Hong
Kong reexport license.

* Rule does not impose new license requirements;
enforces Hong Kong Government Strategic Trade Control
Laws already in effect.
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Case Study 1

» PSV for Optical Fiber shipped under license
exception Strategic Trade Authorization (STA).

e Company not registered in Hong Kong.
e Online search finds company HQ is in PRC.

e ECO visits company address on nd user
statement: \ 1

Residential building
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Case 1 (continued)

Resident is not the end user

e Operates a freight forwarding business out of
home, and forwards packages for company.

No knowledge of end user statement

No knowledge of export control regs.
* Never applied for a HK import/export license.
* Never had direct contact with U.S. exporter.
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Case 1 (continued)

HK Freight Forwarder Calls Recipient on Mainland

e Company admitted they used his information on
the end user statement .

* In possession of optical fiber;
returned to the U.S.

Mainland company and HK freight forwarder
deemed unreliable recipients of U.S.-origin items.
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Lessons Learned

1) STA: Understand and explain license
exceptions.

2) Confirm ultimate end user.

3) Basic online research shows company is not
registered in Hong Kong; shipment location is
a residence. Utilize local database and
information resources to better vet your
clients.
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Case Study 2: Taiwan

* EUC request for A/D Converters supposedly sent to SCT
Taiwan.

* U.S. headquartered company acquired SCT and its parent
company, ATM. Internal audit revealed missing documents.

e Items not purchased by SCT but by Chinese firm.
* Chinese firm point-of-contact is an employee in parent
company ATM.

e EUC reveals ATM employee directed SCT to forge purchase
orders.

Result of PSV was unfavorable; ECO recommended U.S.
company conduct internal investigation.
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Lessons Learned

1) Obtain clear and detailed information about
who the actual purchase company is and
where they are located.

2) Pay attention to the purchase orders and
other documents in the transactions. Make
sure that all the information is credible.
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Red Flag indicators

* No company registration in Hong Kong and/or similar
company in mainland.

* Address is shared with multiple companies.

* Purchaser info does not match company (Chinese number).

e Director is from North Korea, Iran, or other country of
diversion concern.

e End-user address is incomplete.
e Suspicious or vague End-User Statements with no stamp.
e Deal too good to be true.

— Priced above market rate, or sale does not follow typical
negotiation pattern.
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Best Practices — Hong Kong

e Understand the local market.
 Visit/call/verify online or thru third parties.

 |dentify end user as ultimate consignee AES.

— Secretarial firms and freight forwarders are NOT
Ultimate Consignees.

* Conduct open source research on the line of

business and supply chains for military links.

* Obtain a copy of the import license and export
license for multilaterally-controlled items. (BIS
2017 FINAL RULE ON HK)
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Resources

e Business Registration Search & Companies Registry Search
https://www.gov.hk/en/business/registration/businesscom
pany/index.htm

* Company Search — Hong Kong Trade Development Council
— www.hktdc.com

* Hong Kong Trade and Industry Department:
www.tid.gov.hk/eindex.html

* Hong Kong Customs:
www.customs.gov.hk/en/trade controls/control/index.html

* Hong Kong Export Control Ordinance/Regulations (Chapter
60): www.legislation.gov.hk/eng/home.htm
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Thank You!

Consulate General Hong Kong & Macau

John.Haberstock@trade.gov or
Carrie.Chan@trade.gov

www.export.gov/hongkong

www.bis.doc.gov
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