INTERPRETATION AND GENERAL CLAUSES ORDINACE

RESOLUTION

(Under section 34(2) of the Interpretation and
General Clauses Ordinance (Cap. 1))

BANKING (CAPITAL) RULES

RESOLVED that the Banking (Capital) Rules, published in the
Gazette as Legal Notice No. 228 of 2006 and laid on the
table of the Legislative Council on 1 November 2006, be
amended -

(a) 1in section 2(1), by repealing the definition of
"collective provisions" and substituting -

"mcollective provisions" (FEfE%E(H4), in relation to

the exposures of an authorized institution,
means an allowance for impairment loss in
respect of a group of exposures considered by
the institution as having similar credit risk
characteristics which are indicative of the
debtors' ability to pay all amounts due
according to the contractual terms of the

group of exposures, where the impairment loss



(b)

(c)
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has been assessed by the institution on a
collective basis in respect of the group of
exposures by reference to historical loss
experience in respect of exposures with
similar credit risk characteristics, relevant
observable data reflecting current market
conditions and other relevant factors;";

in section 2(1), by repealing the definition of

"specific provisions" and substituting -

"ngpecific provisions" (¥FEXEfFi$), in relation to an

exposure of an authorized institution, means
an allowance for impairment loss in respect of
that exposure where -

(a) the institution reasonably considers
that an event has occurred causing
the impairment loss;

(b) the event occurs after the exposure
is originated or acquired by the
institution; and

(c) the allowance is assessed by the
institution by reference to the
impact that the event has on the
cash flows in respect of the
exposure insofar as that impact can
be reliably estimated;";

in section 2(1), in the Chinese text, in the

definition of "HXEEEFIELEE T H" -
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(i) in paragraph (d), by repealing "#&-F";
(ii) Dby repealing paragraph (g) and
substituting -
"(g) BT AL R R e
e ) U R R R
Bl nal S GBSl
FoHAL IR FOSE
(d) in section 2(1), by adding -
""regulatory reserve" (EiE (), in relation to an

authorized institution, means that portion of
the institution's retained earnings which, for
the purposes of paragraph 9 of the Seventh
Schedule to the Ordinance, is earmarked or
appropriated to maintain adequate provision
for losses which the institution will or may
incur;";

(e) Dby repealing section 48(1) (a) and substituting -

"(a) the amount of any goodwill which is recognized

by the institution as an intangible asset of

the institution;";

(f) 1in the Chinese text, by repealing section 65(7) and
substituting -
" (7) §ﬁg*ﬁ ﬂlff% 4% [ﬁip,“ﬁijj,ﬁ&

;Ir%i
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(a) TRt RTRL A R R e
P 5
(b) BT RRE A 2 R R
RS E R LSS
e R ETRORCAEIS I o 0 R A R ERL (Y
6) FUHLELIRRY o 1
(g) in section 66(1) (a), by adding "which do not fall
within section 62" after "institution";

(h) 1in the Chinese text, by repealing section 115(4)

and substituting -

"(4) wﬁﬁﬁf %p?ﬂ%@ﬁ TSR RN 2y

(a) & gfﬁiy,@ip;ﬁ PERY b 4 ETE Y ETR [”FF]' ]’@f&
Y
(b) TR ETEA TP R R
R R TR ST
R ORI ST o [0 21 RO R Y
3) FRLERIR Y o v
(i) 1in section 153 (b), by repealing "a business cycle"
and substituting "an economic cycle";
(j) 1in section 157(2), by adding "in terms of a
million" after "S is expressed";

(k) 1in section 173 (b), by repealing "a business cycle"

and substituting "an economic cycle";



Page 5

in section 191 (b), by repealing "a business cycle"

and substituting "an economic cycle'";

in section 202, by repealing ", with all necessary
modifications,";
in section 234(4), by repealing everything after

"effective principal amount of the exposure" and
substituting " (being the stated principal amount of
the exposure adjusted to take into account the
effect of the leverage or enhancement provided by
the structure of the exposure) for the purposes of
this Division.";

in section 260(4), by repealing everything after
"effective principal amount of the exposure" and
substituting " (being the stated principal amount of
the exposure adjusted to take into account the
effect of the leverage or enhancement provided by
the structure of the exposure) for the purposes of
this Division.";

in section 268(2), by repealing everything after
"effective principal amount of the exposure" and
substituting " (being the stated principal amount of
the exposure adjusted to take into account the
effect of the leverage or enhancement provided by
the structure of the exposure) for the purposes of

this Division.";



(a)

(r)

(s)

(t)

(u)
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in section 284 (3), by repealing everything after
"effective notional amount of the exposure" and
substituting " (being the stated notional amount of
the exposure adjusted to take into account the
effect of the leverage or enhancement provided by
the structure of the exposure) for the purposes of
this Part.";
in section 295, by adding -

"(3) In subsection (2) -

"structural position" (f5EFEEFiE), in relation to an

authorized institution, means a position in
foreign exchange held by the institution with
the intention of hedging any adverse effect of
exchange rate movements on its capital
adequacy ratio.";
by repealing section 296 (2) (a) (ii) and
substituting -
"(ii) its Hong Kong dollars position;";
in section 305(1), by repealing "a proportional
shift in volatility of +25%" and substituting "a
positive or negative change of 25% in the
volatility of the wvalue of the underlying exposures
of those option contracts";
in section 327(1), by adding ", after each calendar
guarter end date," after "An authorized institution

shall";
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in section 331(1), by adding ", after each calendar
guarter end date," after "An authorized institution
shall";

in section 336(1), by adding ", after each calendar
quarter end date," after "An authorized institution
shall";

in section 338(1), by adding ", after each calendar
guarter end date," after "an authorized institution

shall™".



