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I. SUMMARY

1. The Bill

2. Public Consultation

3. Consultation with
LegCo Panel

4. Conclusion

The Bill seeks to amend the Banking Ordinance (Cap. 155)

and other enactments to:

(@) provide for the regulation and supervision of bank
holding companies;

(b) provide for the appointment of skilled persons and
auditors;

(c) strengthen the enforcement powers of the Monetary
Authority;

(d) provide for the simplification of the three-tier banking
system;

(e) make technical amendments;

(f) make amendments relating to The Hong Kong
Association of Banks; and

(g) make related and miscellaneous amendments.

The Hong Kong Monetary Authority conducted a series of
public and industry consultations on the proposed
legislative amendments between 2023 and 2025.
According to the Administration, all respondents expressed
support for the proposed legislative amendments.

The Panel on Financial Affairs was consulted on the
proposed legislative amendments at its meeting on 4 May
2026. Members generally supported the proposed
legislative amendments and discussed various issues with
the Administration.

The Legal Service Division is scrutinizing the legal and
drafting aspects of the Bill. Since the Bill seeks to
introduce a range of legislative amendments relating to the
banking industry, Members may consider forming a Bills
Committee to study the Bill in detail.



Il. REPORT

The date of First Reading of the Bill is 17 June 2026. Members may refer to
the Legislative Council (“LegCo”) Brief (File Ref: B&M/2/1/33C) issued by the Financial
Services and the Treasury Bureau and the Hong Kong Monetary Authority (“HKMA”) on
3 June 2026 for further details.

Object of the Bill

2. The Bill seeks to amend the Banking Ordinance (Cap. 155) and other
enactments to:

(a) provide for the regulation and supervision of bank holding companies;

(b)  provide for the appointment of skilled persons and auditors;

(c) strengthen the enforcement powers of the Monetary Authority (“MA”);

(d) provide for the simplification of the three-tier banking system;

()  make technical amendments;

(H  make amendments relating to The Hong Kong Association of Banks (“HKAB”);
and

() make related and miscellaneous amendments.

Background

3. As stated in paragraphs 2 and 30 of the LegCo Brief, Cap. 155 was updated on
a number of occasions in the past three decades for implementing certain international
standards. According to the Administration, to ensure that Cap. 155 will continue to be fit
for purpose and conducive to future developments, HKMA has conducted a review and the
Bill is introduced to implement a range of amendments to Cap. 155 and other banking-
related ordinances and subsidiary legislation to: (a) reflect the latest banking practices and
regulatory approaches; (b) address specific issues identified from its supervisory experience
over the years; and (c) further align Hong Kong’s banking regulation with that of other
major international financial centres. Some key provisions of the Bill are summarized in
the ensuing paragraphs.

Provisions of the Bill

Requlation and supervision of bank holding companies (Part 2)

4, For the purpose of providing direct regulatory powers to bank holding
companies exercising significant influence over their subsidiary authorized institutions
(“Al™),! clause 4 of the Bill seeks to add a new section 70E to Cap. 155 to empower MA to
require a controller of an Al incorporated in Hong Kong to hold its interest in the Al through
a newly established immediate holding company incorporated in Hong Kong (i.e. the

1 Under section 2(1) of Cap. 155, “authorized institution” means a bank, a restricted licence bank or a
deposit-taking company. Members may refer to clause 48(5) of the Bill which seeks to amend the
definition of “authorized institution” under section 2(1) of Cap. 155 by repealing the reference to “a
deposit-taking company”.
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company that would directly control important aspects of the Al, such as the composition of
the Al’s board of directors, or more than half of the voting rights in the Al), on or before the
date specified in a written notice served by MA. Under the proposed new section 70E(5)
of Cap. 155, a controller who fails to comply with the requirement would commit an offence
and would be liable on summary conviction to a fine at tier five (HK$100,000) and, in the
case of a continuing offence, to a further fine at tier two (HK$10,000) for every day during
which the offence continues.?

5. Clause 6 of the Bill seeks to add a proposed new Part XIIIA (proposed new
sections 74A to 74H) to Cap. 155 to provide for the following matters: to empower MA to
designate a holding company (which is incorporated in Hong Kong or is a re-domiciled
entity) of an Al incorporated in Hong Kong as a designated bank holding company
(“DBHC”); to empower MA to impose certain requirements on DBHC e.g. in relation to
capital and liquidity, and to provide for criminal liability in cases of non-compliance;® to
provide that certain existing provisions of Cap. 155 that are applicable to Al, e.g. audit of a
company’s accounts, would apply to DBHC with necessary modifications.

Appointment of skilled persons and auditors (Part 3)

6. In respect of the proposal to adopt the practice of engaging skilled persons to
assist MA’s supervisory functions, clause 18 of the Bill seeks to add proposed new
sections 61A to 61H to Cap. 155 to provide for matters such as empowering MA to appoint
skilled persons to assist MA in the exercise of its functions under Cap. 155 (e.g. preparing
and submitting reports to MA on any matters relating to an Al that MA reasonably requires),
and the proposed new offences relating to contravention of the proposed new requirements.*

Strengthening the enforcement powers of the Monetary Authority (Part 4)

7. To empower MA to address and deter misconduct or improper management of
Als, clause 33 of the Bill seeks to add a proposed new Part XXB (proposed new
sections 118G to 118ZB) to Cap. 155 to provide for investigations and disciplinary powers
for MA, including the power to direct or appoint investigators, and to reprimand and/or
Impose a pecuniary penalty on a regulated person (e.g. an Al) or an accountable person

2 Under the proposed new section 70E(5) of Cap. 155, if a controller is convicted on indictment, the
controller would be liable to a fine at tier seven (HK$400,000) and, in the case of a continuing offence,
to a further fine at tier two (HK$10,000) for every day during which the offence continues.

3 For example, under the proposed new section 74B(9) of Cap. 155, if DBHC fails to give written notice
to MA as soon as practicable after a failure to e.g. observe the capital requirements and take any action
specified by MA to remedy the non-compliance, every director and every chief executive of DBHC
would commit an offence and would be liable on conviction on indictment to a fine at tier eight
(HK$1,000,000) and to imprisonment for five years and, in the case of a continuing offence, to a further
fine at tier three (HK$20,000) for every day during which the offence continues.

4 For example, under the proposed new section 61B(7) of Cap. 155, a director, chief executive or manager
of an Al in contravention of the proposed new requirement to appoint a person to prepare a report would
be liable on conviction on indictment to a fine at tier seven (HK$400,000) and to imprisonment for two
years and, in the case of a continuing offence, to a further fine at tier three (HK$20,000) for every day
during which the offence continues; or on summary conviction to a fine at tier five (HK$100,000) and
to imprisonment for six months and, in the case of a continuing offence, to a further fine at tier two
(HK$10,000) for every day during which the offence continues.
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(e.g. a director of an Al incorporated in Hong Kong).

8. Clauses 24 and 26 of the Bill seek to amend sections 58A and 71C of Cap. 155
respectively to empower MA to prohibit a person who is a former relevant individual® or a
former executive officer of a registered institution® from seeking to have his/her name
entered in the register as a relevant individual, or applying for consent to act as an executive
officer of a registered institution, if the person was guilty of misconduct or MA is of the
opinion that he/she is not or has ceased to be a fit and proper person.’

Simplification of the three-tier banking system (Parts 5 and 6)

Q. The Bill proposes to simplify the existing three-tier banking system comprising
licensed banks, restricted licence banks (“RLB”) and deposit-taking companies (“DTC”)
into a two-tier system by removing the DTC tier. Clause 59 of the Bill seeks to add a
proposed new Part IVVA (proposed new sections 21A to 21J) to Cap. 155 to provide for the
arrangement for transition of DTC to RLB, e.g. the proposed procedures for transition, and
dealing with deposits lawfully taken by DTC before transition. Itis proposed thatifaDTC
IS not transitioned to RLB by 1 January 2032, the DTC’s authorization to carry on a business
of taking deposits as a DTC would be revoked (proposed new section 21J of Cap. 155).

Other amendments (Parts 7 to 10)

10. Part 7 of the Bill seeks to make various technical amendments to Cap. 155,
e.g. the definition of “deposit” is proposed to be amended to enable MA to declare a sum of
money or a financial product to be (or not to be) a deposit.®  Part 8 of the Bill seeks to make
adaptation amendments to various banking-related legislation and subsidiary legislation by
e.g. replacing references to “mainland China” with “Chinese Mainland”.

11. Part 9 of the Bill seeks to introduce amendments relating to HKAB, e.g.
introducing a new regime regarding the composition of HKAB’s Consultative Council.
Part 10 of the Bill seeks to make miscellaneous amendments to the Financial Institutions
(Resolution) Ordinance (Cap. 628), e.g. amending section 25(4) of Cap. 628 by adding an
express reference to “public interest” in relation to one of the conditions for initiating
resolution of a financial institution.

Commencement (Part 1)

% Under section 20(10) of Cap. 155, “relevant individual”, in relation to a registered institution, means an
individual who performs for or on behalf of or by an arrangement with the institution any regulated
function in a regulated activity.

Under section 2(1) of Cap. 155, “registered institution” means an Al to which section 25(a) or 32 of
Schedule 10 to the Securities and Futures Ordinance (Cap. 571) applies; or is granted a certificate of
registration under section 119 of Cap. 571 and which is in force.

" Clause 34 of the Bill seeks to add a new section 119B to Cap. 155 to provide for the determination of
whether a person is a fit and proper person for the purposes of Cap. 155 having regard to e.g. the person’s
financial status or solvency.

By virtue of section 2(15)(d) of Cap. 155, the notice declaring a sum of money or a financial product to
be (or not to be) a deposit under the proposed new section 2(14)(cc) and (cd) of Cap. 155 (see
clause 103(14) of the Bill) would be subsidiary legislation subject to the negative vetting procedure of
LegCo under section 34 of the Interpretation and General Clauses Ordinance (Cap. 1).
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12. The Bill, if passed, would come into operation on 1 January 2027, except that:

(@) Part4 would come into operation on 1 January 2028;

(b) Part5 (except clauses 59, 60 and 76(3) (relating to the transitioning of DTC to
RLB)) and Part 6 would come into operation on 1 January 2032;

(c) clauses 218, 220 and 225 (relating to the proposal to use each “day” instead of
each “working day” of a calendar month as basis for calculating the average
liquidity maintenance ratio and the average core funding ratio under the
Banking (Liquidity) Rules (Cap. 155Q)) would come into operation on 1 July
2027; and

(d) Part 9 would come into operation on the date of the annual general meeting of
HKAB to be held in 2027 to elect members of its Consultative Council (*2027
Annual General Meeting”), except for the provisions to enable arrangements
to be made for the constitution of the term of HKAB’s Consultative Council
that commences on the date of the 2027 Annual General Meeting, which would
come into operation on 1 January 2027.

Public Consultation

13. According to paragraph 28 of the LegCo Brief, HKMA conducted a series of
public and industry consultations on the proposed legislative amendments between 2023
and 2025. All respondents expressed support for the proposed legislative amendments.

Consultation with LegCo Panel

14, As advised by the Clerk to the Panel on Financial Affairs, the Administration
briefed the Panel on the proposed legislative amendments at its meeting on 4 May 2026.
Members were generally supportive of the proposed legislative amendments and discussed
various issues, including the requirements that an existing DTC had to meet if it opted to
become RLB, responsibility to pay for the costs of engaging skilled persons for supervisory
purposes of MA, and the proposal to enable MA to declare a sum of money or a financial
product to be, or not to be, a deposit.

Conclusion

15. The Legal Service Division is scrutinizing the legal and drafting aspects of the
Bill.  Since the Bill seeks to introduce a range of legislative amendments relating to the
banking industry, Members may consider forming a Bills Committee to study the Bill in
detail.

Prepared by

Dorothy YUNG

Assistant Legal Adviser
Legislative Council Secretariat
25 June 2026
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