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LEGISLATIVE COUNCIL BRIEF

DEPOSIT PROTECTION SCHEME ORDINANCE
(CHAPTER 581)

DEPOSIT PROTECTION SCHEME (REPRESENTATION ON
SCHEME MEMBERSHIP AND PROTECTION OF FINANCIAL
PRODUCTS UNDER SCHEME) (AMENDMENT) RULES 2010

INTRODUCTION

The Hong Kong Deposit Protection Board (“the Board™) will
publish in the Gazette on 15 October 2010 the Deposit Protection Scheme
(Representation on Scheme Membership and Protection of Financial
Products under Scheme) (Amendment) Rules 2010 (“the Amendment
Rules™), at Annex, to enhance the representation requirements under the
Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) Rules (“the
Representation Rules”) (Cap. 581A).

BACKGROUND
Review of the Deposit Protection Scheme

2. The Board is a statutory body established in 2004 under the
Deposit Protection Scheme Ordinance (“DPSQO”) (Cap. 581) to oversee
the operation of the Deposit Protection Scheme (“DPS”) in Hong Kong.
The DPS is designed to provide compensation to depositors under certain
circumstances in respect of deposits maintained with banks that are
members of the DPS (“Scheme members”) and to help maintain the
stability of Hong Kong’s banking system. At present, the DPS provides
protection of deposits of up to HK$100,000 per depositor.



3. The Representation Rules were made and issued by the Board
in May 2006 and came into force on the commencement of the DPS on
25 September 2006. They govern the representations made by Scheme
members regarding their DPS member status and the protection status of
their financial products. The Representation Rules serve to assist the
public to distinguish between financial products that are protected versus
those that are not protected by the DPS so as to enable them to make
informed investment decisions.

4, In the light of relevant developments in international and local
financial markets since the outbreak of the global financial crisis in 2007,
and experience gained from operating the DPS since 2006, the Board
completed a review of the DPS and conducted public consultation on the
findings thereof in two phases in 2009.

5. The review concluded that the existing design features of the
DPS in Hong Kong are already in substantial compliance with
international best practices. Nevertheless, the review identified a number
of enhancements to the DPS for coping with the latest developments in
the international and local financial markets, in particular, for meeting
heightened public expectation for better and clearer deposit protection.

6. To implement the enhancements concluded in the review,
legislative changes have to be made to the DPSO as well as the
Representation Rules. The Deposit Protection Scheme (Amendment)
Ordinance 2010 (“the Amendment Ordinance”) was enacted in this regard.
The enhancements covered by the Amendment Ordinance, including
raising the protection limit of the DPS from HK$100,000 to HK$500,000
per depositor, expanding its coverage to include secured deposits and the
implementation of cost mitigating measures to avoid cost transfer to
depositors, will take effect on 1 January 2011. In addition, the
Amendment Ordinance also amended section 51(1)(d) of the DPSO
(covering the power of Board to make rules), the enabling provision in
the DPSO, for empowering the Board to make legislative rules to amend
the Representation Rules with a view to implementing the enhancements
to DPS representations concluded in the review.

Enhancements to DPS Representations

7. The major enhancements to the Representation Rules
concluded in the review include -



(@) abolishing the option for Scheme members to give
notifications on non-protected deposits (i.e. negative
disclosures) and obtain customers’ acknowledgements
on an account basis (in other words, negative disclosures
have to be made on a transaction basis), except for
automatic rollovers, transactions with institutional
customers and money placed into payment accounts for
settlement purposes;

(b) requiring Scheme members to make positive disclosures
(i.e. to notify depositors on deposits that are qualified for
protection by the DPS) through statements, notices in
banking halls and disclosures made on an account basis
or a transaction basis;

(c) imposing requirements on prominence of disclosure
statements;

(d) restricting the use of the term “structured deposit” to
avoid protected deposits being misrepresented as non-
protected deposits; and

(e) requiring Scheme members to respond to customers’
enquiries on the protection status of their deposits in
specified manners and within a specified timeframe.

In addition, to reflect the new protection limit of the DPS that will take
effect on 1 January 2011, all references to the protection limit in DPS
representations will need to be changed from HK$100,000 to
HK$500,000 per depositor.

8. All the enhancements set out in paragraph 7 above, except
enhancement (d), are scheduled to take effect on 1 January 2011 to
coincide with the commencement of the enhancements covered by the
Amendment Ordinance. Enhancement (d) is scheduled to take effect on 1
July 2011 to allow sufficient time for Scheme members to make relevant
changes to their product nomenclatures.

THE AMENDMENT RULES



9. The Amendment Rules amend the Representation Rules to
give effect to the enhancements to DPS representations set out in
paragraph 7 above.

10. The main provisions of the Amendment Rules are as follows —

(a)

(b)

(©)

(d)

(€)

Sections 6 and 7 amend sections 3 and 4 of the
Representation Rules to change the reference to the
protection limit of the DPS in the relevant DPS
representations containing the limit from HK$100,000 to
HK$500,000 per depositor;

Section 11 adds new sections 6A to 6E to the
Representation Rules to require negative disclosures for
non-protected deposits taken by Scheme members on or
after 1 January 2011 to be made on a transaction basis,
except for automatic rollovers, transactions with
institutional customers and money placed into payment
accounts for settlement purposes, and to restrict the use of
the term “structured deposit”;

Section 12 adds new sections 6F to 6K to the
Representation Rules to require Scheme members to make
positive disclosures on deposits qualified for protection
maintained with or to be taken by them;

Section 15 adds section 7A to the Representation Rules to
require Scheme members to reply to depositors’ enquiries
on the protection status of their deposits in specified
manners and within a specified timeframe; and

Section 17 adds section 7B to the Representation Rules to
impose standards on the representations given under the
Representation Rules to ensure that they are prominent and
legible.

LEGISLATIVE TIMETABLE

11. The Amendment Rules will be published in the Gazette on
15 October 2010 and will be tabled at the Legislative Council on 20
October 2010 for negative vetting. The Amendment Rules will take
effect on 1 January 2011, except for section 6E (on restricting the use of



the term “structured deposit”) which will come into operation on 1 July
2011.

IMPLICATIONS OF THE PROPOSAL

12. The Amendment Rules are in conformity with the Basic Law,
including the provisions concerning human rights. They have no
productivity, environmental, financial, sustainability or civil service
implications. The amendments proposed in the Amendment Rules will
not affect the current binding effect of the DPSO and the Representation
Rules.

13. On economic implications, the Amendment Rules would
enhance the clarity of the coverage of the DPS to depositors. It would
thus enable depositors to make more informed investment decisions and
also reduce the possibility of disputes between Scheme members and
their clients, though these benefits may come with an increase in
regulatory and compliance cost.

PUBLIC CONSULTATION

14. The Board has conducted extensive public consultations on the
proposals for enhancing DPS representations during the second phase of
the review. It has proactively approached interested parties for comments
on the scope of the enhancement proposals, including industry
associations, statutory advisory committees, the Consumer Council and
professional bodies. The comments received together with the Board’s
responses to them have been published on its website. Generally
speaking, the results of the consultations indicated that the enhancement
proposals received broad support from the parties consulted. In addition,
in accordance with section 51 of the DPSO*, the Board has consulted the
Hong Kong Association of Banks (“HKAB”) and the Financial Secretary
(“FS”) on the Amendment Rules. The comments received have been
properly addressed.

15. The Board briefed the LegCo Panel on Financial Affairs on
1 February 2010 on the progress of the review of the DPS, including the
proposals for enhancing DPS representations. Members of the Panel
were supportive of the proposals.

! Section 51 of the DPSO provides that the Board may, after consultation with FS and HKAB, make
the Representation Rules.



PUBLICITY

16. The Board will issue a letter to all Scheme members informing
them of the amendments.

ENQUIRIES

17. For any enquiries relating to the brief, please contact Miss
Natalie Li, Principal Assistant Secretary for Financial Services and the
Treasury (Financial Services) at 2529 0121, or Ms Tess Leung, Deputy
Chief Executive Officer (Operations), Hong Kong Deposit Protection
Board at 2878 8280.

Financial Services and the Treasury Bureau
13 October 2010
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Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 1 1

Deposit Protection Scheme (Representation on Scheme
Membership and Protection of Financial Products
under Scheme) (Amendment) Rules 2010

(Made by the Hong Kong Deposit Protection Board under section 51 of the
Deposit Protection Scheme Ordinance (Cap. 581) after consultation with
the Financial Secretary and The Hong Kong Association of Banks)

1. Commencement
These Rules come into operation on 1 January 2011.

2. Deposit Protection Scheme (Representation on Scheme
Membership and Protection of Financial Products under
Scheme) Rules amended

The Deposit Protection Scheme (Representation on Scheme
Membership and Protection of Financial Products under Scheme)
Rules (Cap. 581 sub. leg. A) are amended as set out in sections 3 to
19.

3. Part 1 heading added
Before section 1—

Add
“Part 1
Preliminary”.
4, Section 2 amended (Interpretation)

(1) Section 2—
Renumber the section as section 2(1).
(2) After section 2(1)—



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 5 2

Add

“(2) A reference in these Rules to a deposit qualified for
protection by the Scheme is to be construed as a deposit
denominated in any currency and maintained with a
Scheme member, but does not include a deposit
specified in section 1(a), (aa), (b), (c) or (d) of Schedule
1 to the Ordinance.”.

5. Part 2 heading added
After section 2—
Add

“Part 2

Disclosure as to Scheme Membership”.

6. Section 3 amended (Display of Membership Sign)
Section 3(2)(c)(ii), after “protected deposit”—
Add
“or a deposit qualified for protection by the Scheme”.

7. Section 4 amended (Membership representations in
advertisements)

(1) Section 4(1)(b)(ii), after “protected deposit™—

Add

“or a deposit qualified for protection by the Scheme”.
(2) Section 4(2)(b)—

Repeal

“HK$100,000”

Substitute



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 8 3
“HK$500,000”.
(3) Section 4(3)—
Repeal
“protected deposit,”
Substitute

“deposit qualified for protection by the Scheme,”.

8. Part 3 heading added
After section 4—

Add

“Part 3

Disclosure as to Financial Products Not Protected

by Scheme”.

9. Section 5 amended (Disclosure as to financial products offered
before commencement of these Rules)

)

)

Section 5, heading—

Repeal

“commencement of these Rules”
Substitute

“25 September 2006”.

Section 5(1)(a)—

Repeal

“the commencement of these Rules”
Substitute

“25 September 2006™.



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 10

10.

)

(4)

Section 5(1)(b)—

Repeal

“commencement”

Substitute

“date”.

Section 5(2)—

Repeal

“after the commencement of these Rules”
Substitute

“beginning on 25 September 2006”.

Section 6 amended (Disclosure as to financial products offered
on or after commencement of these Rules)

)

(2)

3)

Section 6, heading—

Repeal

“commencement of these Rules”

Substitute

“25 September 2006 but before 1 January 2011”.
Section 6(1)—

Repeal

“the commencement of these Rules”

Substitute

“25 September 2006 but before 1 January 2011”.
Section 6(5), English text—

Repeal

“in which”

Substitute



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11

“by which”.

11. Sections 6A to 6E added
After section 6—

Add

“6A. Disclosure as to financial products offered on or after 1
January 2011

)

(2)

©)

This section applies where a financial product offered by
a Scheme member on or after 1 January 2011 is not a
protected deposit but has been described as a deposit in
any advertisement, promotional material or document,
whether published by electronic, telecommunications or
other means.

Where the financial product is a bearer instrument, the
Scheme member must include in the bearer certificate a
statement that the financial product is not a protected
deposit and is not protected by the Scheme.

Subject to sections 6B, 6C and 6D, where the financial
product is not a bearer instrument, the Scheme member
must, before a person invests in the financial product—

(@) if the financial product is offered to the person by
telephone or electronic mail transmission or
through the Internet—

(i) notify the person in accordance with
subsection (4)(a) that the financial product is
not a protected deposit and is not protected by
the Scheme; and

(ii) obtain the person’s acknowledgment of the
notice in accordance with subsection (4)(b);
or



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11 6

(b) if the financial product is offered to the person by
any other means—

(i) notify the person in accordance with
subsection (5)(a) that the financial product is
not a protected deposit and is not protected by
the Scheme; and

(ii) obtain the person’s acknowledgment of the
notice in accordance with subsection (5)(b).

(4) The notice given under subsection (3)(a)—

(@ must—
(i) comply with the requirements in section
7B(1); or
(i) be given by the means by which the offer is
made; and

(b) must be acknowledged by the person—

(i) in writing that the person has received and
understands the notice; or

(i) if the notice is given otherwise than in
writing, by the means by which the notice is
given that the person has received and
understands the notice.

(5) The notice given under subsection (3)(b)—

(@ must comply with the requirements in section
7B(1); and

(b) must be acknowledged by the person in writing that

the person has received and understands the notice.
(6) In this section—

financial product (£ &l Z 54) does not include a deposit
specified in section 1(e), (f), (g) or (h) of Schedule 1 to
the Ordinance.



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11

7

6B. Disclosure not required in case of automatic re-investment
of financial products

(1) A Scheme member is not required to notify a person
under section 6A(3) in respect of a financial product
referred to in that section before the person invests in the
financial product if—

(@)

(b)

the investment (current investment) is an
automatic re-investment of the investment in the
financial product made by the person immediately
before the current investment (preceding
investment) on the maturity of the preceding
investment (whether or not the preceding
investment is also an automatic re-investment of an
earlier investment or a series of investments in the
financial product made by the person immediately
before the preceding investment on the maturity of
that earlier investment or the last investment in that
series);

the Scheme member has—

(i) if the person makes the preceding investment
or makes that earlier investment or any
investment in that series on or after 1 January
2011, notified the person under section 6A(3)
before the person makes that investment that
the financial product is not a protected deposit
and is not protected by the Scheme, and will
remain so in the case of any automatic re-
investment of that investment;

(ii) if the person has made the preceding
investment or made that earlier investment or
any investment in that series on or after 25
September 2006 but before 1 January 2011,
notified the person under section 6(3) that the
financial product is not a protected deposit



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11

8

)

(©)

and is not protected by the Scheme, and made
a request for acknowledgment in accordance
with section 6(5) or (6)(b), before the person
makes that investment; or

(iii) if the person has made the preceding
investment or made that earlier investment or
any investment in that series before 25
September 2006, notified the person under
section 5(2) that the financial product is not a
protected deposit and is not protected by the
Scheme; and

the person has, if the Scheme member has notified
the person under section 6A(3) as referred to in
paragraph (b)(i), acknowledged in accordance with
section 6A(4)(b) or (5)(b) that the person has
received and understands the notice.

A reference in subsection (1) to an automatic re-
investment of a preceding investment in the financial
product is to be construed as the automatic re-
investment, without having to take the person’s further
instructions for the purpose of the automatic re-
investment, of—

(@)
(b)

(©)

the preceding investment, or a portion of the
preceding investment;

the interest accrued on or premium received from
the preceding investment, or a portion of the
interest so accrued or premium so received; or

the aggregate of the preceding investment and the
interest so accrued or premium so received, or a
portion of the aggregate,

and an automatic re-investment of an earlier investment
or a series of investments in the financial product is to be
construed accordingly.



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11

9

6C.

Disclosure not required if person who invests in financial
products is not natural person

A Scheme member is not required to notify a person under
section 6A(3) in respect of a financial product referred to in
that section before the person invests in the financial product

if—
(@)

(b)

(©)

the person is not a natural person (whether being a
company, partnership, sole proprietorship or
otherwise);

the person has maintained an account with the
Scheme member and the financial product is to be
invested under that account;

the Scheme member has—

(i)

(i)

(iii)

if the person has previously made another
investment in the financial product under that
account on or after 1 January 2011, notified
the person under section 6A(3) before the
person makes that other investment that the
financial product is not a protected deposit
and is not protected by the Scheme;

if the person has previously made another
investment in the financial product under that
account on or after 25 September 2006 but
before 1 January 2011, notified the person
under section 6(3) that the financial product is
not a protected deposit and is not protected by
the Scheme, and made a request for
acknowledgment in accordance with section
6(5) or (6)(b), before the person makes that
other investment; or

if the person has previously made another
investment in the financial product under that
account before 25 September 2006, notified



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11

10

6D.

(d)

(€)

the person under section 5(2) that the
financial product is not a protected deposit
and is not protected by the Scheme;

the person has, if the Scheme member has notified
the person under section 6A(3) as referred to in
paragraph (c)(i), acknowledged in accordance with
section 6A(4)(b) or (5)(b) that the person has
received and understands the notice; and

the Scheme member gives a notice to the person, at
least once a year, in writing or by telephone or
electronic mail transmission or through the
Internet, notifying the person that the financial
product is not a protected deposit and is not
protected by the Scheme.

Disclosure not required if money is invested in financial
products for payment purpose

A Scheme member is not required to notify a person under
section 6A(3) in respect of a financial product referred to in
that section before the person invests in the financial product

if—
(@)

(b)

(©)

the person has maintained an account with the
Scheme member and the financial product is to be
invested under that account;

the money invested in the financial product is to be
used for payment in relation to any banking or
financial services provided to the person by the
Scheme member;

the Scheme member has—

(i) if the person has previously made another
investment in the financial product under that
account on or after 1 January 2011, notified
the person under section 6A(3) before the



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 11

11

(d)

(€)

person makes that other investment that the
financial product is not a protected deposit
and is not protected by the Scheme;

(if) if the person has previously made another
investment in the financial product under that
account on or after 25 September 2006 but
before 1 January 2011, notified the person
under section 6(3) that the financial product is
not a protected deposit and is not protected by
the Scheme, and made a request for
acknowledgment in accordance with section
6(5) or (6)(b), before the person makes that
other investment; or

(iii) if the person has previously made another
investment in the financial product under that
account before 25 September 2006, notified
the person under section 5(2) that the
financial product is not a protected deposit
and is not protected by the Scheme;

the person has, if the Scheme member has notified
the person under section 6A(3) as referred to in
paragraph (c)(i), acknowledged in accordance with
section 6A(4)(b) or (5)(b) that the person has
received and understands the notice; and

the Scheme member gives a notice to the person, at
least once a year, in writing or by telephone or
electronic mail transmission or through the
Internet, notifying the person that the financial
product is not a protected deposit and is not
protected by the Scheme.



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 12

12

6E. Descriptions or representations of financial products as
structured deposits

)

(2)

A Scheme member may not describe any financial
product offered by it as a structured deposit, or otherwise
make any representation in respect of any financial
product offered by it that indicates or would reasonably
be construed as indicating that the financial product is a
structured deposit, if that financial product does not fall
within section 2A of Schedule 1 to the Ordinance.

This section does not have effect in relation to any
financial product offered by a Scheme member that is
described as, or in respect of which any representation is
made that indicates or would reasonably be construed as
indicating that it is, a structured deposit at any time
before 1 July 2011.”.

12. Part 4 added
After section 6E—

Add

“Part 4

Disclosure as to Deposits Qualified for Protection

by Scheme

6F. Display of notice of types of deposit qualified for
protection by Scheme

D)

A Scheme member must display a notice in accordance
with subsections (2) and (3) notifying the public of the
types of deposit maintained with the Scheme member
immediately before 1 January 2011 that are qualified for
protection by the Scheme from 1 January 2011 onwards.



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 12

13

6G.

(2) The notice referred to in subsection (1) must be
displayed, for a period of at least 60 days beginning on 1
January 2011, at each of the relevant places of business
of the Scheme member—

(a)
(b)

in such a manner that the notice is reasonably
visible to any person entering the place; and

if the Scheme member is not the only person
carrying on business at the address of the relevant
place of business, at such a location, and in such a
manner, that any person entering the place should
reasonably be aware that the notice is applicable to
the Scheme member only, but not any other person.

(3) The notice displayed under this section must comply
with the requirements in section 7B(2).

Disclosure as to deposits maintained immediately before 1
January 2011 that are qualified for protection by Scheme

(1) This section applies where—

(@)

(b)

a person has maintained a deposit with a Scheme
member immediately before 1 January 2011 that is
qualified for protection by the Scheme from 1
January 2011 onwards; and

a statement of the deposit, or a statement of the
account under which the deposit is held, is to be
issued to the person within 90 days beginning on 1
January 2011.

(2) Subject to section 6K, the Scheme member must—

(@)
(b)

in any such statement of the deposit or account; or

in a separate notice to be issued to the person
within 90 days beginning on 1 January 2011,



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 12

14

6H.

®3)

notify the person in accordance with subsection (3) that
the deposit is a deposit qualified for protection by the
Scheme.

The notice given under subsection (2) must comply with
the requirements in section 7B(1).

Disclosure as to deposits placed or to be placed on or after
1 January 2011 that are qualified for protection by
Scheme

D)

2)

This section applies where a deposit placed or to be
placed by a person with a Scheme member on or after 1
January 2011 is a deposit qualified for protection by the
Scheme.

Subject to sections 61, 6J and 6K, where the person—

(@ opens an account with the Scheme member on or
after 1 January 2011 and the deposit is to be placed
under that account, the Scheme member must
before, or within 30 days beginning on the date on
which, the person opens that account—

(i) if the account is opened by telephone or
electronic mail transmission or through the
Internet, notify the person in accordance with
subsection (3) that the deposit to be placed
under that account is a deposit qualified for
protection by the Scheme; or

(i) if the account is opened by any other means,
notify the person in accordance with
subsection (5) that the deposit to be placed
under that account is a deposit qualified for
protection by the Scheme; or

(b) places or is to place the deposit with the Scheme
member on or after 1 January 2011, the Scheme
member must before, or within 30 days beginning



Deposit Protection Scheme (Representation on Scheme Membership and
Protection of Financial Products under Scheme) (Amendment) Rules 2010

Section 12

15

6l.

®3)

(4)

(5)

on the date on which, the person places the

deposit—

(i) if the deposit is placed or to be placed by
telephone or electronic mail transmission or
through the Internet, notify the person in
accordance with subsection (4) that the
deposit is a deposit qualified for protection by
the Scheme; or

(ii) if the deposit is placed or to be placed by any
other means, notify the person in accordance
with subsection (5) that the deposit is a
deposit qualified for protection by the
Scheme.

The notice given under subsection (2)(a)(i) must—
(@ comply with the requirements in section 7B(1); or

(b) be given by the means by which the account is
opened.

The notice given under subsection (2)(b)(i) must—
(@ comply with the requirements in section 7B(1); or

(b) be given by the means by which the deposit is
placed or to be placed.

The notice given under subsection (2)(@)(ii) or (b)(ii)
must comply with the requirements in section 7B(1).

Disclosure not required in case of automatic renewal of
deposit

)

A Scheme member is not required under section
6H(2)(b) to notify a person in respect of a deposit
qualified for protection by the Scheme placed or to be
placed by the person if—

(@) the deposit qualified for protection by the Scheme
(current deposit) is an automatic renewal of the
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(2)

(b)

deposit qualified for protection by the Scheme
placed by the person immediately before the
current deposit (preceding deposit) on the maturity
of the preceding deposit (whether or not the
preceding deposit is also an automatic renewal of
an earlier deposit qualified for protection by the
Scheme or a series of deposits qualified for
protection by the Scheme placed by the person
immediately before the preceding deposit on the
maturity of that earlier deposit or the last deposit in
that series); and

the Scheme member has notified the person under
section 6H(2)(b) in respect of the preceding
deposit, or that earlier deposit or any deposit in that
series, placed on or after 1 January 2011 that the
preceding deposit, or that earlier deposit or that
deposit in that series, is qualified for protection by
the Scheme.

A reference in subsection (1)(a) to an automatic renewal
of a preceding deposit is to be construed as the automatic
renewal, without having to take the person’s further
instructions for the purpose of the automatic renewal,

of—

(a)
(b)

(©)

the preceding deposit, or a portion of the preceding
deposit;

the interest accrued on or premium received from
the preceding deposit, or a portion of the interest so
accrued or premium so received; or

the aggregate of the preceding deposit and the
interest so accrued or premium so received, or a
portion of the aggregate,

and an automatic renewal of an earlier deposit or a series
of deposits is to be construed accordingly.
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6J.

Disclosure not required if notice already given in respect

of deposit

A Scheme member is not required under section 6H(2)(b) to
notify a person in respect of a deposit qualified for protection
by the Scheme placed or to be placed by the person if—

(@) the person has maintained an account with the
Scheme member and the deposit is placed or to be
placed under that account; and

(b) the Scheme member has—

(i)

(ii)

(iii)

(iv)

notified the person under section 6H(2)(a)
that the deposit to be placed under that
account is a deposit qualified for protection
by the Scheme;

notified the person under section 6H(2)(a)
that another deposit (being a deposit of the
same type as that of the deposit placed or to
be placed under that account) to be placed
under that account is a deposit qualified for
protection by the Scheme;

notified the person under section 6H(2)(b) in
respect of another deposit (being a deposit of
the same type as that of the deposit placed or
to be placed under that account) placed under
that account that that other deposit is a
deposit qualified for protection by the
Scheme;

subject to subparagraph (v), if the person has
maintained another deposit (being a deposit
of the same type as that of the deposit placed
or to be placed under that account) under that
account immediately before 1 January 2011,
specified the type of that other deposit in the
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notice displayed by the Scheme member
under section 6F; or

(v) if the person has maintained another deposit
(being a deposit of the same type as that of
the deposit placed or to be placed under that
account) under that account immediately
before 1 January 2011 and a statement of that
other deposit or a statement of that account is
to be issued under section 6G(1)(b), notified
the person under section 6G(2) that that other
deposit is a deposit qualified for protection by
the Scheme.

6K. Disclosure not required if deposit is held for account of
Exchange Fund or held by excluded person

A Scheme member is not required under section 6G(2) or
6H(2)(a) or (b) to notify a person in respect of a deposit
qualified for protection by the Scheme maintained, placed or
to be placed by the person if the deposit is or is to be—

(@ held for the account of the Exchange Fund; or

(b) held by an excluded person as defined in section 3
of Schedule 1 to the Ordinance.”.

Part 5 heading added
After section 6K—
Add
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“Part 5
Other Disclosure Requirements”.
14, Section 7 amended (Disclosure when deposits are no longer

protected by Scheme)

)

()

®3)

(4)

Section 7(1)—
Repeal
“protected deposit is”
Substitute
“deposit qualified for protection by the Scheme is”.
Section 7—
Repeal subsection (2)
Substitute
“(2) The notice given under subsection (1)—

(@ must comply with the requirements in section
7B(1); and

(b) must be acknowledged by the person in writing that
the person has received and understands the
notice.”.

Section 7(3)(a)—

Repeal

“protected deposit”

Substitute

“deposit qualified for protection by the Scheme”.
Section 7(3)(b)—

Repeal

everything after “service,”
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Substitute

“to the effect that the deposit is no longer a deposit qualified
for protection by the Scheme.”.

15. Section 7A added
After section 7—

Add

“7A. Requests for information as to whether deposits are
protected by Scheme

)

(2)

This section applies where a financial product offered by
a Scheme member before, on or after 1 January 2011 is
described as a deposit in any advertisement, promotional
material or document, whether published by electronic,
telecommunications or other means.

Where the Scheme member receives a request from a
person holding the financial product for confirmation as
to whether the financial product is protected by the
Scheme—

(@) if the request is made orally, the Scheme member
must give a reply, either orally or in writing, in
accordance with subsection (3)—

(i) in the case of an oral reply, within 5 business
days after the date on which the request is
received; or

(i) in the case of a written reply, within 10
business days after the date on which the
request is received; or

(b) if the request is made in writing or by electronic,
telecommunications or other means, the Scheme
member must give a written reply in accordance
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with subsection (3) within 10 business days after
the date on which the request is received.

(3) A reply given under subsection (2) must notify the
person—

(a) if the financial product is a deposit qualified for
protection by the Scheme, that the financial product
is such a deposit; or

(b) inany other case, that the financial product is not a
protected deposit and is not protected by the
Scheme.

(4) In this section—

business day (‘& 3% H) means a day other than—
(@ aSaturday;
(b) a public holiday; and

(c) a gale warning day or black rainstorm warning day
as defined in section 71(2) of the Interpretation and
General Clauses Ordinance (Cap. 1).”.

16. Part 6 heading added
After section 7TA—
Add

“Part 6

Miscellaneous”.

17. Section 7B added
Before section 8—
Add
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18.

“7B. Requirements as to notice given or displayed under these
Rules

(1) The requirements in respect of a notice referred to in
section 6A(4)(a)(i) or (5)(a), 6G(3), 6H(3)(a), (4)(a) or
(5) or 7(2)(a) are as follows—

the notice must be in writing;

the notice must be printed so as to be clearly
legible; and

if the notice is contained in a statement or any other
document—

)

(a)
(b)

(©)

(i)

(i)

the notice must be not less prominent than the
remaining text of the statement or document;
and

in the case of a notice given under section
6A(3)(a) or (b), if the statement or document
is divided into chapters, parts, sections or
other headings, the notice must be shown in
the statement or document under a separate
chapter, part, section or heading on the
protection status of deposits and financial
products, and that separate chapter, part,
section or heading and (if it is numbered) its
number must be indicated clearly in the index
(if any) of the statement or document.

The requirements in respect of a notice referred to in
section 6F(3) are as follows—

the notice must be in writing; and

the notice must be printed so as to be clearly
legible in English and Chinese.”.

(a)
(b)

Section 8 amended (Offences)
Section 8, before “or 7(1)"—
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Add
“ BA(2) or (3)”.

19. Schedule substituted
The Schedule—
Repeal the Schedule
Substitute
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“Schedule [ss.2 & 3]
Membership Sign
- 21.5cm >
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[Name of the Scheme memberl is a member of
D#E";éﬁsm.ﬁﬂ the Deposit Protection Scheme. Eligible deposits
PROTECTION taken by this Bank are protected by the Scheme
SCHEME up to a limit of HK$500,000 per depositor.

Chairman,
Hong Kong Deposit Protection Board

2010
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Explanatory Note

These Rules amend the Deposit Protection Scheme (Representation
on Scheme Membership and Protection of Financial Products under
Scheme) Rules (Cap. 581 sub. leg. A) (principal Rules) to reflect
the increase of the protection limit under the Deposit Protection
Scheme (Scheme) from $100,000 to $500,000 with effect from 1
January 2011, as provided for by the Deposit Protection Scheme
(Amendment) Ordinance 2010 (11 of 2010), and to provide for
further disclosure requirements in relation to the protection status of
financial products offered by Scheme members.

2. In particular, a Scheme member is required by these Rules to make
known to the public that the eligible deposits taken by the Scheme
member are protected by the Scheme up to the new protection limit
of $500,000 per depositor. The information in the Membership
Sign specified in the principal Rules is also updated accordingly.

3. The requirements in the principal Rules on disclosure as to financial
products which are described as deposits (financial products) but
are not protected by the Scheme have been amended by these
Rules. Basically, a Scheme member will be required to notify a
person and obtain the person’s acknowledgment before the person
invests in a financial product offered by the Scheme member that is
not protected by the Scheme. The notice must be prominent and
comply with the requirements specified in these Rules. It is an
offence if a Scheme member contravenes the above disclosure
requirements.

4, However, a Scheme member does not need to give the notice before
a person invests in the financial product if—

(@ the investment in the financial product is an automatic
re-investment of a preceding investment;
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(b) the person is not a natural person (whether being a
company, partnership, sole proprietorship or otherwise);
or

(c) the money invested in the financial product is used for
payment in relation to any banking or financial services.

5. Furthermore, a Scheme member may not describe a financial
product as a structured deposit, which is not protected by the
Scheme as specified in section 1 of Schedule 1 to the Deposit
Protection Scheme Ordinance (Cap. 581) (principal Ordinance),
unless the financial product falls within section 2A of Schedule 1 to
the principal Ordinance. This restriction, however, does not affect
any financial product that has already been described as a structured
deposit at any time before 1 July 2011.

6. On the other hand, new provisions have been made by these Rules
requiring a Scheme member to notify the public, by displaying a
notice in its relevant place of business, the types of deposit
maintained with the Scheme member immediately before 1 January
2011 that are qualified for protection by the Scheme from 1 January
2011 onwards. For any existing deposit maintained by a person
with a Scheme member, the Scheme member has to notify the
person if that existing deposit is qualified for protection by the
Scheme and a statement of the deposit or a statement of the account
under which the deposit is held (bank statement) is to be issued to
the person within 90 days beginning on 1 January 2011. The
Scheme member will also be required to notify a person before, or
within 30 days beginning on the date on which, the person opens an
account or places a deposit that is qualified for protection by the
Scheme.  The notice must be prominent and comply with
requirements specified in these Rules. In addition to a protected
deposit (defined in section 2(1) of the principal Ordinance), any
deposit that would be a protected deposit had it not been held for
the account of the Exchange Fund (defined in section 2(1) of the
principal Ordinance), or held by or for an excluded person (defined
in section 3 of Schedule 1 to the principal Ordinance) as specified
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in section 1 of Schedule 1 to the principal Ordinance, is to be
regarded as a deposit qualified for protection by the Scheme for the
purpose of these disclosure requirements.

7. However, a Scheme member does not need to give the notice in
respect of a deposit qualified for protection by the Scheme placed
or to be placed by a person if—

(@) the deposit is an automatic renewal of a preceding
deposit;

(b) the deposit is placed or to be placed under an account
maintained with the Scheme member and a notice has
already been given that the deposit, or another deposit of
the same type, placed or to be placed under that account
is qualified for protection by the Scheme; or

(c) the deposit is held for the account of the Exchange Fund
or held by an excluded person.

8. A Scheme member is also required to reply within a specified time
limit to a request by a person holding a financial product offered by
the Scheme member for confirmation as to whether the financial
product is protected by the Scheme.
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