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8 Jackson Road, Central
Hong Kong

Dear Mr Loo,

Deposit Protection Scheme (Amendment) Bill 2010

Thank you for your letter of 19 April 2010, requesting us to
clarify a few matters regarding the Deposit Protection Scheme
(Amendment) Bill 2010 (the “Bill”). Please find below our reply which
has been prepared in consultation with the Law Drafting Division of the
Department of Justice and the Hong Kong Deposit Protection Board
(“HKDPB”).

Clause 10(1) - proposed section 51(1)(d)

At this stage, HKDPB does not foresee any circumstances
under which it will require a company that has ceased to be a member of
the Deposit Protection Scheme (“DPS”) to publicize that fact after the
cessation.

Clause 11 - new section 56

“Structured deposits” is a category of deposits excluded from
the protection of the DPS under section 1(aa) of Schedule 1 to the
Deposit Protection Scheme Ordinance (Cap. 581) (“DPSO”). This
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category of deposits is defined in section 2A of the same Schedule.
When HKDPB reviewed the DPS last year, it was noted that, in the
absence of any restrictions on the use of the term “structured deposit”,
some banks had named their protected deposits as structured deposits.
Some members of the public, including the Consumer Council,
commented that this phenomenon might cause confusion. HKDPB
therefore decided to impose restrictions on the use of the term by making
new rules (under the new section 51(1)(db)). Specifically, the rules will
require that only financial products meeting the definition of “structured
deposit” in Schedule 1 to the DPSO can be named as structured deposits.
Singling out structured deposits in the new section 56(3) mainly serves to
remove any uncertainties on whether the new rules will apply to
structured deposits in existence when the rules commence operation.
Since the amount of protected deposits in the market being named as a
structured deposit is small and they will gradually mature over time,
HKDPB considers it not necessary to apply the new rules to structured
deposits already in existence.

Schedule — comsequential amendments to section 265 of the
Companies Ordinance (Cap. 32)

The proposed section 265(11) of the Companies Ordinance
added by section 2(8) of the Schedule to the Bill is a transitional
provision which only seeks to clarify the position where a winding up
occurs before the commencement of the Bill but compensation is payable
under the DPSO on or after the commencement. To avoid doubt, we
suggest that section 2(8) of the Schedule be revised to read as follows:

“In the case of a winding up where the relevant date has occurred
before the commencement of the Schedule to the Deposit
Protection Scheme (Amendment) Ordinance 2010 ( of
2010), that Schedule applies in relation to that winding up if the
specified event within the meaning of section 22(1) of the Deposit
Protection Scheme Ordinance (Cap. 581) occurs on or after the
commencement of that Schedule.”
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Chinese text

(@ “fiF" and “HK A & 1H" were used respectively for
“liabilities” and “contingent liabilities” following section
27(4)b). That said, we are agreeable to changing all the

“&A B1Y" including the one in section 27 to “KAE
%" for cousistency’s sake.

(b) In this context, “& & FT" is preferred to “£F" m
placing the emphasis on whether the deposit is classified as a
protected one or otherwise. The expression is common in
tegislation relating to the making of disclosures and
statements whether something falls within a certain category.

Please feel free to contact me at 2529-0121 should you have
any further questions on the above.

Yours sincerely,

-

Do

(Miss Natalie Li)
for Secretary for Financial Services and the Treasury

c.C. ‘

Law Drafting Division/DoJ (Attn: Ms Phyllis Ko, SALD)
(Attn: Miss Mandy Ng, GC)

HKDPB (Attn: Mr Colin Pou)
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