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BANKING  

 
To regulate banking business and the business of taking deposits and to make  
 
provision for the supervision of authorized institutions so as to provide a measure  
 
of protection to depositors and to promote the general stability and effective  
 
working of the banking system, and to provide for matters incidental thereto or  
 
connected therewith. 
 
 
 

PART I - Preliminary 
 
 

Short title 
 
1.(1) This Ordinance may be cited as the Banking Ordinance.  
 
 
(2) (Omitted as spent) 
 
 

Interpretation 
 
2.(1) In this Ordinance, unless the context otherwise requires- 
 
 
 “accounts” means any accounts, whether kept in writing or print or by any 
 
 machine or device; 
 
 
 “advertisement” means any form of advertising, whether notified or 
 
 published- 
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  (a) in a newspaper, magazine, journal or other periodical  
 
   publication; 
 
 
  (b) by the display of posters or notices; 
 
 
  (c) by means of circulars, brochures, pamphlets or handbills; 
 
 
  (d) by an exhibition of photographs or cinematograph films; or 
 
 

(e) by way of sound broadcasting or television,  
 
 

and references to the issue of an advertisement shall be construed accordingly; 
 
 
 “Advisor”, in relation to an authorized institution, means the person  
 
 appointed, pursuant to section 52(1)(B), to be the Advisor of the institution;  
 
  
 “approved currency” means a currency- 
 
 
  (a) freely convertible into Hong Kong dollars; or 
 
 
  (b) approved by the Monetary Authority;  
 
 
 “associate”, in relation to a person entitled to exercise, or control the exercise  
 
 of, voting power in relation to, or holding shares in, a company, means any  
 
 other person in respect of whom that first-mentioned person has an  



http://www.ukincorp.co.uk - UK Company Formation Agent 10 

 
 agreement or arrangement, whether oral or in writing, express or implied,  
 
 with respect to the acquisition, holding or disposal of shares or other  
 
 interests in that company or under which they act together in exercising their  
 
 voting power in relation to it; 
 
 
 “auditor” means a professional accountant holding a practising certificate 
 
 under the Professional Accountants Ordinance (Cap. 50); 
 
 
 “authorization” means, as the case requires- 
 
 
  (a) the authorization under section 16 of a company to carry on  
 
   banking business, a business of taking deposits as a  
 
   deposit-taking company or a business of taking deposits as a  
 
   restricted licence bank, as the case may be; 
 
 
  (b) the banking licence, registration or restricted banking licence, as  
 
   the case may be, held by an authorized institution;  
 
 
 “authorized institution” means- 
 
 
  (a) a bank;  
 
 
  (b) a restricted licence bank; or  
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  (c) a deposit-taking company;  
 
 
 “authorized institution incorporated in Hong Kong” means an authorized  
 
 institution incorporated in Hong Kong by or under the Companies  
 
 Ordinance (Cap. 32) or any other Ordinance and any reference to a bank  
 
 incorporated in Hong Kong, a deposit-taking company incorporated in Hong  
 
 Kong or a restricted licence bank incorporated in Hong Kong shall be  
 
 construed accordingly;  
 
 
 “authorized institution incorporated outside Hong Kong” means an  
 
 authorized institution incorporated by or under the law or other authority in  
 
 any place outside Hong Kong;  
 
 
 “automated teller machine” means a terminal device, whether installed by a 
 
 bank or by some other person, which is linked directly or indirectly to a  
 
 computer system used by a bank and which provides facilities to customers  
 
 of the bank; 
 
 
 “bank” means a company which holds a valid banking licence;  
 
 
 “Banking Advisory Committee” means the Banking Advisory Committee 
 
 established by section 4; 
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 “banking business” means the business of either or both of the following- 
 
 
  (a) receiving from the general public money on current, deposit,  
 
   savings or other similar account repayable on demand or within  
 
   less than 3 months or at call or notice of less than 3 months; 
 
 
  (b) paying or collecting cheques drawn by or paid in by customers; 
 
 
 “banking licence” means a banking licence granted under section 16; 
 

 
 “capital adequacy ratio” means the capital adequacy ratio referred to in 
 
 section 98; 
 
 
 “chief executive”, in relation to an authorized institution, means the chief  
 
 executive appointed under section 74 in respect of the institution, and  
 
 includes an alternate chief executive so appointed;  
 
 
 “company” means a body corporate- 
 
 
  (a) incorporated under the Companies Ordinance (Cap. 32); 
 
 
  (b) incorporated by any other Ordinance; or 
 
 
  (c) incorporated outside Hong Kong;  
 



http://www.ukincorp.co.uk - UK Company Formation Agent 13 

 
 “controller”, in relation to a company- 
 
 
  (a) means, in respect of all the provisions of this Ordinance, any  
 
   person who is- 
 
 
   (i) an indirect controller; or 
 
 
   (ii) a majority shareholder controller; and 
 
 
  (b) includes, in respect of the provisions of Part XIII, any person  
 
   who is a minority shareholder controller, 
 
  

of that company, and references in this Ordinance to “control” shall be  
 

construed accordingly;  
 
 
 “currency” includes- 
 
 
  (a) the European Currency Unit; and 
 
 
  (b) any medium of exchange the subject of a declaration under  
 
   subsection (5)(a) which is in force;  
 
 
 “deposit” -  
 
 
  (a) means a loan of money- 
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   (i) at interest, at no interest or at negative interest; or 
 
 
   (ii) repayable at a premium or repayable with any  
 
    consideration in money or money's worth; but 
 
 
  (b) does not include a loan of money- 
 
 
   (i) upon terms involving the issue, by any company, of  
 
    debentures or other securities in respect of which a  
 
    prospectus has been registered under the Companies  
 
    Ordinance(Cap.32);  
 
 
   (ii) upon terms referable to the provision of property or  
 
    services; or 
 
 
   (iii) by one company to another (neither company being an 
 
    authorized institution) at a time when one is a subsidiary  
 
    of the other or both are subsidiaries of another company,  
 
    and references in this Ordinance to the taking or the  
 
    making of a deposit shall be construed accordingly; 
 
 
 “depositor” means a person entitled to repayment of a deposit, whether  
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 made by him or not; 
 
 
 “Deposit-taking Companies Advisory Committee” means the Deposit- 
 
 taking Companies Advisory Committee established by section 5; 
 
 
 “deposit-taking company” means a company which is currently registered; 
 
  
 “director” includes any person who occupies the position of director,  
 
 whatever the title of his office; 
 
 
 “document” includes a circular, brochure, pamphlet, poster, handbill,  
 
 prospectus and any other document which is directed at or likely to be read  
 
 by members of the public; and also includes any newspaper, magazine,  
 
 journal or other periodical publication; 
 
 
 “Exchange Fund” means the Exchange Fund established under the  
 
 Exchange Fund Ordinance (Cap.66);  
 
 
 “exercise”, in relation to a function, includes perform and discharge;  
 
 
 “former auditor” means a person who was formerly the auditor of an  
 
 authorized institution or a former authorized institution;  
 
 
 “former authorized institution” means an institution which was formerly a  
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 bank, a restricted licence bank or a deposit-taking company;  
 
 
 “functions” includes powers and duties; 
 
 
 “holding company” and “subsidiary” have the same meaning as in the 
 
 Companies Ordinance (Cap. 32); 
 
 
 “incorporated outside Hong Kong” includes established, by whatever  
 
 means, outside Hong Kong; 
 
 
 “indirect controller”, in relation to a company, means any person in  
 
 accordance with whose directions or instructions the directors of the  
 
 company or of another company of which it is a subsidiary are accustomed  
 
 to act, but does not include a Manager or Advisor, or any person in  
 
 accordance with whose directions or instructions those directors are  
 
 accustomed to act by reason only that they act on advice given by him in his  
 
 professional capacity;  
 
 
 “issue”, in relation to an advertisement, invitation or document, includes  
 
 publish, circulate, distribute or disseminate the advertisement, invitation or  
 
 document; and also includes causing the advertisement, invitation or  
 
 document to be issued;  
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 “liquidity ratio” means the liquidity ratio referred to in section 102; 
 
 
 “local branch”, in relation to- 
 
 
  (a) an authorized institution which is a bank, means- 
 
 
   (i) in the case of a bank incorporated in Hong Kong, a place  
 
    of business thereof in Hong Kong, other than its  
 
    principal place of business in Hong Kong, at which it  
 
    carries on banking business; and 
 
 
   (ii) in the case of a bank incorporated outside Hong Kong, a  
 
    place of business thereof in Hong Kong, other than its  
 
    principal place of business in Hong Kong, at which it  
 
    carries on banking business,  
 
   but in either case does not mean an automated teller machine;  
 

and 
 
 
  (b) an authorized institution which is a deposit-taking company or a  
 
   restricted licence bank, means a place of business in Hong  
 
   Kong of a deposit-taking company or a restricted licence bank,  
 
   other than its principal place of business in Hong Kong, at  
 
   which it carries on the business of taking deposits;  
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 “local representative office” means an office in Hong Kong of a bank within  
 
 the meaning of section 46(9);  
 
 
 “majority shareholder controller”, in relation to a company, means any  
 
 person who, either alone or with any associate or associates, is entitled to  
 
 exercise, or control the exercise of, more than 50% of the voting power at  
 
 any general meeting of the company or of another company of which it is a  
 
 subsidiary;  
 
 
 “Manager”, in relation to an authorized institution, means the person  
 
 appointed, pursuant to section 52(1)(C), to be the Manager of the institution;  
 
  
 “manager”, in relation to an authorized institution, means its chief executive  
 
 and any other person employed by the institution who, under the immediate  
 
 authority of a director or of the chief executive, exercises managerial  
 
 functions or is responsible for maintaining accounts or other records of the  
 
 institution;  
 
 
 “minority shareholder controller”, in relation to a company, means any  
 
 person who, either alone or with any associate or associates, is entitled to  
 
 exercise, or control the exercise of, 10% or more, but not more than 50%, of  
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 the voting power at any general meeting of the company or of another  
 
 company of which it is a subsidiary;  
 
 
 “Monetary Authority” means the Monetary Authority appointed under  
 
 section 5A of the Exchange Fund Ordinance (Cap.66);  
 
 
 “money at call” means money payable within not more than 24 hours of a  
 
 demand therefor, but does not include money payable on demand;  
 
 
 “overseas branch” means a branch outside Hong Kong of an authorized  
 
 institution incorporated in Hong Kong, at which it carries on banking  
 
 business or a business of taking deposits, as the case may be, whether or not  
 
 the business of the branch is limited by the laws or regulations of the place  
 
 in which the branch is situated and whether or not the branch is referred to as  
 
 an agency in such place;  
 
 
 “overseas representative office” means an office outside Hong Kong, other  
 
 than an overseas branch, of an authorized institution incorporated in Hong  
 
 Kong; 
 
 
 “register” means the register maintained under section 20;  
 
 
 “registered” means registered under section 16; 
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 “reserves”, in relation to an authorized institution, means reserves which  
 
 appear in the accounts of the institution, but does not include any reserves  
 
 which are represented by the writing down of the value of assets or by  
 
 provision for the depreciation of fixed assets; 
 
 
 “restricted banking licence” means a restricted banking licence granted under 
 
 section 16;  
 
 
 “restricted licence bank” means a company which holds a valid restricted 
 
 banking licence;  
 
 
 “share” means share in the share capital of a company, and includes stock 
 
 except where a distinction between stock or shares is expressed or implied;  
 
 and the expression “shareholder” includes a stockholder;  
 
 
 “short-term deposit” means a deposit with an original term to maturity of  
 
 less than the period specified in item 1 of the First Schedule or with a period  
 
 of call or notice of less than such specified period;  
 
 
 “specified sum”, in relation to- 
 
 
  (a) a deposit-taking company, means the sum referred to in section  
 
   14(1)(a); and 
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  (b) a restricted licence bank, means the sum referred to in section  
 
   14(1)(b);  
 
 
 “Unified Exchange” has the same meaning as in the Stock Exchanges 
 
 Unification Ordinance (Cap. 361); 
 
 
 “unsuccessful”, in relation to an appeal, includes any case where the appeal  
 
 is abandoned or withdrawn;  
 
 
 “working day” means a day other than a public holiday or a gale warning  
 
 day within the meaning of section 2 of the Judicial Proceedings  
 
 (Adjournment During Gale Warning Days) Ordinance (Cap. 62).  
 
 
(2) For the purposes of this Ordinance- 
 
 
  (a) the taking of deposits includes holding out as being prepared to  
 
   take deposits; 
 
 
  (b) an advertisement issued by any person by way of display or  
 
   exhibition in a public place shall be treated as being issued by  
 
   him on every day on which he causes or authorizes it to be  
 
   displayed or exhibited; 
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  (c) an advertisement or document which consists of or contains  
 
   information likely to lead, directly or indirectly, members of the  
 
   public to- 
 
 
   (i) make deposits; or 
 
 
   (ii) enter into, or offer to enter into, agreements to make 
 
    deposits, 
 
 
shall be treated as being an advertisement or document which is or contains an  
 
advertisement to members of the public so to do; and 
 
 
  (d) an advertisement or document issued by one person on behalf  
 
   of or to the order of another shall be treated as an advertisement  
 
   or document, as the case may be, issued by that other person. 
 
 
(3) Without limiting the generality of any other meaning which “insolvent” may  
 
have, an authorized institution shall, for the purposes of this Ordinance, be deemed  
 
to be insolvent if it has ceased to pay its debts in the ordinary course of business or  
 
it cannot pay its debts as they become due. 
 
 
(4) Where, under this Ordinance, an authorized institution is required to 
 
provide facilities to any person for the purpose of any investigation or 
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examination of the institution, such facilities shall include photocopying facilities. 
 
 
(5) Where there is any doubt or dispute as to whether a medium of exchange is  
 
a currency for the purposes of this Ordinance, the Monetary Authority may, by  
 
notice in the Gazette- 
 
 
  (a) declare that medium of exchange to be a currency for the  
 
   purposes of this Ordinance; 
 
 
  (b) declare that medium of exchange not to be a currency for the  
 
   purposes of this Ordinance.  
 
 
(6) Any reference in this Ordinance to any person who signs any document  
 
includes a reference to any person who authorizes the signing of the document.  
 
 
(7) Any reference in any provision of this Ordinance to a specified form means  
 
the form specified under section 133 for the purposes of that provision.  
 
 
(8) For the avoidance of doubt, it is hereby declared that any reference in this  
 
Ordinance to taking a deposit (or words to the like effect) includes holding a  
 
deposit. 
 
 
(9) Any reference in this Ordinance to the relevant banking supervisory  
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authority, in relation to a company incorporated outside Hong Kong, means the  
 
banking supervisory authority outside Hong Kong which, in the opinion of the  
 
Monetary Authority, has primary supervisory responsibility for that company (and  
 
whether or not that authority is located in the place where that company is  
 
incorporated ).  
 
 
(10) In sections 18(4), 22(4), 24(5) and 25(3), the term “continuing to hold a  
 
deposit” includes renewing a deposit.  
 
 

Application  
 
3.(1)  Part III of this Ordinance shall not apply to the taking of any deposit by - 
 
 
  (a) a trust company registered under Part VIII of the Trustee   
 
   Ordinance (Cap. 29); 
 
 
  (b) a credit union registered under the Credit Unions Ordinance  
 
   (Cap. 119); 
 
 
  (c) a company, where such deposit is security by a mortgage, or  
 
   charge, registered or to be registered under the Companies  
 
   Ordinance (Cap. 32); 
 
 
  (d) a person bona fide carrying on insurance business where such  
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   deposit is taken in the ordinary course of such business; 
 
 
  (e) a person bona fide operating a superannuating or provident  
 
   fund where such deposit is taken for the purposes of such fund; 
 
 
  (f) a public utility company specified in Schedule 3 to the Inland  
 
   Revenue Ordinance (Cap. 112) where such deposit is taken  
 
   from a consumer;  
 
 
  (g) an employer where such deposit is taken from a bona fide  
 
   employee; 
 
 
  (h) a solicitor, where such deposit is taken from a client, or as a  
 
   stakeholder, in the ordinary course of his practice;  
 
 
  (i) the Urban Council or the Regional Council; 
 
 
  (j) a person who is a dealer within the meaning of the Securities  
 
   Ordinance (Cap. 333) where section 84 of that Ordinance  
 
   applies to such deposit, or a mutual fund corporation or unit  
 
   trust authorized under section 15 of that Ordinance;  
 
 
  (k) a person who is registered as a dealer under the Commodities  
 
   Trading Ordinance (Cap. 250) where such deposit is taken  



http://www.ukincorp.co.uk - UK Company Formation Agent 26 

 
   from a client in the ordinary course of his business as a dealer;  
 
    
  (ka) a person who is a licensed leveraged foreign exchange trader  
 

within the meaning of the Leveraged Foreign Exchange Trading  
 
Ordinance (Cap. 451) where such deposit is taken from a client  
 
in the ordinary course of its business as a trader;  

 
 
  (l) a recognized clearing house within the meaning of section 2 of  
 
   the Securities and Futures (Clearing Houses) Ordinance (Cap.  
 
   420), where such deposit is provided as security in relation to a  
 
   market contract within the meaning of that section; or  
 
 
  (m) the Exchange Fund established by the Exchange Fund  
 
   Ordinance (Cap.66).  
 
 
(2) Part III of this Ordinance shall not apply to the taking of any deposit 
 
from- 
 
 
  (a) an authorized institution; 
 
 
  (b) a bank incorporated outside Hong Kong that is not an  
 
   authorized institution;  
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  (c) a money lender licensed under the Money Lenders Ordinance  
 
   (Cap.163) in the ordinary course of his business as a money  
 
   lender; or 
 
 
  (d) a pawnbroker licensed under the Pawnbrokers Ordinance (Cap. 
 
   166) in the ordinary course of his business as a pawnbroker. 
 
 
(3) Notwithstanding anything in The HongKong and Shanghai Banking  
 
Corporation Limited Ordinance (Cap. 70), this Ordinance shall apply to The  
 
Hongkong and Shanghai Banking Corporation Limited.  
 
 
(4) Where there is any conflict or inconsistency between this Ordinance and The  
 
Hongkong and Shanghai Banking Corporation Limited Ordinance (Cap.70) the  
 
provisions of this Ordinance shall prevail.  
 
 
(5) An authorized institution which is incorporated or registered by or under the  
 
Companies Ordinance (Cap. 32) shall be subject to that Ordinance as well as to this  
 
Ordinance, except that where there is any conflict or inconsistency between this  
 
Ordinance and the Companies Ordinance (Cap. 32) the provisions of this  
 
Ordinance shall prevail. 
 
 
 

PART II - Appointments, Functions Of Monetary Authority, Reports By  
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Monetary Authority And Power Of Governor To Give Directions  
 
 

 
Banking Advisory Committee 

 
4.(1) There is hereby established a Banking Advisory Committee for the purpose  
 
of advising the Governor upon any matter connected with this Ordinance, in  
 
particular in relation to banks and the carrying on of banking business, and of  
 
advising the Governor in Council in any case where the advice of the Committee is  
 
sought under section 53(2).  
 
 
(2) The Banking Advisory Committee shall consist of the Financial Secretary,  
 
who shall be the chairman, the Monetary Authority, and such other persons, not  
 
being less than 4 nor more than 12, as the Governor may from time to time  
 
appoint. 
 
 
(3) The members of the Banking Advisory Committee appointed by the  
 
Governor shall hold office for such period and upon such terms as the 
 
Governor may specify in their appointments. 
 
 
(4) In the absence of the chairman at any meeting of the Banking 
 
Advisory Committee, the Financial Secretary may appoint the chairman. 
 
 

Deposit-taking Companies Advisory Committee 
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5.(1) There is hereby established a Deposit-taking Companies Advisory  
 
Committee for the purpose of advising the Governor upon any matter connected  
 
with this Ordinance, in particular in relation to deposit-taking companies and  
 
restricted licence banks and the carrying on of a business of taking deposits by  
 
them, and of advising the Governor in Council in any case where the advice of the  
 
Committee is sought under section 53(2).  
 
 
(2) The Deposit-taking Companies Advisory Committee shall consist of the  
 
Financial Secretary, who shall be the chairman, the Monetary Authority, and such  
 
other persons, not being less than 4 nor more than 12, as the Governor may from  
 
time to time appoint. 
 
 
(3) The members of the Deposit-taking Companies Advisory Committee  
 
appointed by the Governor shall hold office for such period and upon such terms  
 
as the Governor may specify in their appointments. 
 
 
(4) In the absence of the chairman at any meeting of the Deposit-taking  
 
Companies Advisory Committee, the Financial Secretary may appoint the  
 
chairman. 
 
 
6.  (Repealed) 
 
 

Functions of Monetary Authority 
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7.(1) The principal function of the Monetary Authority under this Ordinance shall  
 
be to promote the general stability and effective working of the banking system.  
 
 
(2) Without limiting the generality of subsection (1), the Monetary Authority  
 
shall -  
 
 
  (a) be responsible for supervising compliance with the provisions  
 
   of this Ordinance; 
 
 
  (b) take all reasonable steps to ensure that the principal places of  
 
   business, local branches, overseas branches and overseas  
 
   representative offices of all authorized institutions and local  
 
   representative offices are operated in a responsible, honest and  
 
   business-like manner; 
 
 
  (c) promote and encourage proper standards of conduct and sound  
 
   and prudent business practices amongst authorized institutions; 
 
 
  (d) suppress or aid in suppressing illegal, dishonourable or  
 
   improper practices in relation to the business practices of  
 
   authorized institutions; 
 
 
  (e) co-operate with and assist recognized financial services  
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   supervisory authorities of Hong Kong or of any place outside  
 
   Hong Kong, whenever appropriate, to the extent permitted by  
 
   this or any other Ordinance; and 
 
 
  (f) consider and propose reforms of the law relating to banking  
 
   business and the business of taking deposits. 
 
 
(3) The Monetary Authority may from time to time cause to be prepared and  
 
published by notice in the Gazette, for the guidance of authorized institutions,  
 
guidelines not inconsistent with this Ordinance, indicating the manner in which he  
 
proposes to exercise functions conferred or imposed by this Ordinance upon him.  
 
 
 
8.  (Repealed) 
 
 

Reports by Monetary Authority 
 
9.(1) The Monetary Authority shall, as soon as practicable after each 31  
 
December, prepare and furnish to the Financial Secretary a report on the working  
 
of this Ordinance and on the activities of his office during the preceding year and,  
 
in that report, may set out any measures that he considers necessary for improving  
 
the working of this Ordinance and of the activities of his office.  
 
 
(2) In the report under subsection (1), the Monetary Authority shall draw  
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attention to any breach or avoidance of this Ordinance that has come to his notice  
 
during the preceding year or any irregularity discovered by him in the accounts and  
 
records of the financial transactions of any authorized institution for that period  
 
which is, in his opinion, of sufficient importance to justify him so doing. 
 
 
(3) The Monetary Authority shall, at such times as he considers necessary,  
 
report to the Financial Secretary on improvements that he considers to be desirable  
 
in the operation and management of his office. 
 
 
(4) The Governor may, at any time, request the Monetary Authority to report to  
 
him on any matter relating to the working of this Ordinance or the activities of the  
 
office of the Monetary Authority, and the Monetary Authority shall, forthwith,  
 
prepare and furnish a report to the Governor accordingly. 
 
 
(5) Where the Financial Secretary is furnished with a report under subsection  
 
(1), he may, as he thinks fit, publish the report, in whole or in part, in such manner  
 
as he thinks fit or decline to publish any part of the report.  
 
 
(6) (Repealed) 
 
 

Power of Governor to give directions 
 
10.(1) The Governor may give to the Financial Secretary and the Monetary  
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Authority such directions as he thinks fit with respect to the exercise of their  
 
respective functions under this Ordinance, either generally or in any particular case. 
 
 
(2) The Financial Secretary and the Monetary Authority shall, in the exercise of  
 
their respective functions under this Ordinance, comply with any directions given  
 
by the Governor under this section. 

 
 

 
PART III - Banking Business And Business Of Taking Deposits  

 
To Be Carried On By Authorized Institutions Only 

 
 

Banking business restricted to licensed banks 
 
11.(1) No banking business shall be carried on in Hong Kong except by a bank  
 
(other than a bank the banking licence of which is for the time being suspended  
 
under section 24 or 25).  
 
 
(2) Any person who and every director and every manager of a company which  
 
contravenes this section commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 5 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
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Restriction on business of taking deposits 
 
12.(1) No business of taking deposits shall be carried on in Hong Kong except by  
 
an authorized institution (other than an authorized institution the authorization of  
 
which is for the time being suspended under section 24 or 25).  
 
 
(2) A deposit-taking company shall not take any short-term deposit in Hong  
 
Kong. 
 
 
(3) A deposit-taking company shall not, without the written permission of the  
 
Monetary Authority, repay any deposit within a period of less than the period  
 
specified in item 1 of the First Schedule from the date on which the deposit was  
 
taken by the company.  
 
 
(4) No deposit-taking company or restricted licence bank shall receive 
 
money on savings account. 
 
 
(5) Subject to section 14, a restricted licence bank may take short-term 
 
deposits.  
 
 
(6) Any person who contravenes subsection (1), every director and every 
 
manager of a deposit-taking company which contravenes subsection (2), (3) 
 
or (4),  and every director and every manager of a restricted licence bank 
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which contravenes subsection (4), commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 5 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(7) Any person who enters into a contract or arrangement, or uses any device or  
 
scheme, which has the effect of, or is designed to have the effect of, avoiding  
 
subsection (1), (2), (3) or (4) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 5 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(8) For the purposes of any proceedings for an offence under subsection (6), if  
 
it is proved that a person took deposits on at least 5 separate occasions within any  
 
period of 30 days, that person shall, in the absence of evidence to the contrary, be  
 
deemed to have been carrying on a business of taking deposits.  
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Power to grant exemptions 
 
13.(1) The Financial Secretary may, by notice in the Gazette, exempt any person or  
 
class of persons from section 12(1) and, if the Financial Secretary thinks fit, in that  
 
notice also exempt that person or class of persons from section 92(1) in respect of  
 
the business of taking deposits to which the exemption from section 12(1) relates.  
 
 
 
(2) An exemption under subsection (1) shall be subject to such conditions as are  
 
specified in the notice. 
 
 
(3) The Financial Secretary may at any time by notice in the Gazette- 
 
 
  (a)  revoke an exemption under subsection (1); or 
 
 
  (b) revoke, vary, or add to, any condition subject to which such  
 
   exemption is granted. 
 
 

Deposit-taking company not to take deposits less than specified sum 
 
14.(1) Subject to subsection (2)- 
 
 
  (a) a deposit-taking company shall not take in Hong Kong any  
 
   deposit from a depositor of a sum less than the amount  
 
   specified in item 2 of the First Schedule; and 
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  (b) a restricted licence bank shall not take in Hong Kong any  
 
   deposit from a depositor of a sum less than the amount  
 
   specified in item 3 of the First Schedule.  
 
 
(2) A deposit-taking company or a restricted licence bank may take a deposit  
 
from a depositor of a sum less than the specified sum applying at the date of that  
 
deposit if the amount standing to the credit of the depositor with the deposit-taking  
 
company or restricted licence bank, as the case may be, at the time any such  
 
deposit is taken is not less than the specified sum applying at the date of that  
 
deposit. 
 
 
(3) Except where a depositor withdraws the whole amount standing to his credit  
 
with a deposit-taking company or a restricted licence bank, the deposit-taking  
 
company or restricted licence bank, as the case may be, shall not at the time of the  
 
withdrawal of any sum permit the amount of the balance standing to the credit of  
 
the depositor to be less than the specified sum. 
 
 
(4) Notwithstanding subsection (3), where a depositor has an amount standing  
 
to his credit with a deposit-taking company or a restricted licence bank at a time  
 
when the specified sum is amended by being increased, the deposit-taking  
 
company or restricted licence bank, as the case may be, may permit the amount of  
 
the balance to be reduced by withdrawals to any amount that is not less than the  
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specified sum as it was before being so amended. 
 
 
(5) Every director and every manager of a deposit-taking company or a  
 
restricted licence bank which contravenes subsection (1) or (3) commits an offence  
 
and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(6) Any person who holds himself out, whether as a broker or agent of a  
 
deposit-taking company or a restricted licence bank or otherwise, as being prepared  
 
to take from any person, any sum less than the specified sum for the purpose of  
 
making a deposit of that sum, or of that sum and other sums, with the deposit- 
 
taking company or restricted licence bank, as the case may be, commits an offence  
 
and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
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   imprisonment for 6 months. 
 
 
(7) Any person who enters into a contract or arrangement, or uses any device or  
 
scheme, which has the effect of, or is designed to have the effect of, avoiding  
 
subsection (1) or (3) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 5 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
 

PART IV - Authorization 
 

 
Application for authorization 

 
15.(1) A company which proposes to carry on- 
 
 
  (a) banking business; 
 
 
  (b) a business of taking deposits as a deposit-taking company; or 
 
 
  (c) a business of taking deposits as a restricted licence bank, 
 
    
shall apply to the Monetary Authority for authorization to carry on that business. 
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(2) There shall be lodged with the Monetary Authority in respect of an  
 
application for authorization from a company- 
 
 
  (a) a copy of the memorandum and articles of association or other  
 
   document constituting the company, which shall be verified in  
 
   such manner as the Monetary Authority may require; and 
 
 
  (b) such other documents and information as may be required by  
 
   the Monetary Authority. 
 
 

Grant or refusal of authorization, etc. 
 
16.(1)  Subject to subsections (2) and (6), the Monetary Authority may, on 
 
receipt of an application in accordance with section 15 from a company- 
 
 
  (a) authorize the company to carry on the business the subject of  
 
   the application subject to such conditions, if any, as he may  
 
   think proper to attach to the company's authorization in any  
 
   particular case; or 
 
 
  (b) refuse to so authorize the company. 
 
 
(2) Without limiting the generality of subsection (1)(b), the Monetary Authority  
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shall refuse to authorize a company under that subsection if any one or more of the  
 
criteria specified in the Seventh Schedule applicable to or in relation to the company  
 
are not fulfilled with respect to the company. 
 
 
(3) The authorization of a company under subsection (1)(a) shall be effected by- 
 
 
  (a) the grant of a banking licence where the carrying on of banking  
 
   business is the subject of the company's application for  
 
   authorization; 
 
 
  (b) registering the company where the carrying on of a business of  
 
   taking deposits as a deposit-taking company is the subject of  
 
   the company's application for authorization, for which purpose  
 
   the Monetary Authority shall- 
 
 
   (i) enter in the register the relevant particulars specified in  
 
    section 20; and 
 
 
   (ii) notify the company in writing of the registration and date  
 
    of registration; 
 
 
  (c) the grant of a restricted banking licence where the carrying on  
 
   of a business of taking deposits as a restricted licence bank is  
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   the subject of the company's application for authorization. 
 
 
(4) Where the Monetary Authority refuses to authorize a company under  
 
subsection (1)(b), he shall notify the company in writing of- 
 
 
  (a) the refusal; and 
 
 
  (b) the reasons for the refusal. 
 
 
(5) Without limiting the generality of subsection (1)(a) but subject to section  
 
134A, the Monetary Authority may at any time, by notice in writing served on an  
 
authorized institution, attach to its authorization such conditions (including attach  
 
by way of amending conditions already attached to its authorization), or cancel any  
 
conditions attached to its authorization, as he may think proper. 
 
 
(6) Before exercising his power under subsection (1)(b) to refuse to authorize a  
 
company, the Monetary Authority shall give the company an opportunity, within  
 
such period as the Monetary Authority may specify in writing, being a period  
 
reasonable in all the circumstances, of being heard. 
 
 
(7)  Any- 
 
 
  (a) company aggrieved by the refusal of the Monetary Authority to  
 
   authorize it under subsection (1)(b); or 
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  (b) authorized institution aggrieved by the attachment by the  
 
   Monetary Authority of any conditions to its authorization under  
 
   subsection (1)(a) or (5), 
 
 
may appeal to the Governor in Council against the refusal or the conditions, but  
 
that refusal or those conditions, as the case may be, shall take effect immediately,  
 
notwithstanding that an appeal has been or may be made under this subsection. 
 
 
(8) Every director and every manager of an authorized institution which  
 
contravenes any condition attached under subsection (1)(a) or (5) to its  
 
authorization commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offense, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(9) It is hereby declared that, without limiting the generality of subsection (1)(a)  
 
or (5), conditions attached under that subsection to an authorization may- 
 
 
  (a) impose restrictions, either generally or in any particular case, on  
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   the banking business, business of taking deposits as a  
 
   deposit-taking company or business of taking deposits as a  
 
   restricted licence bank, as the case may be, which may be  
 
   carried on by the authorized institution to which the  
 
   authorization relates; 
 
 
  (b) notwithstanding any other provisions of this Ordinance or the  
 
   provisions of any other enactment (including the Companies  
 
   Ordinance (Cap. 32)), impose requirements in relation to the  
 
   accounts of the authorized institution to which the authorization  
 
   relates, including- 
 
 
   (i) the institution's audited annual accounts within the  
 
    meaning of section 60 (11); 
 
 
   (ii) any supplementary information to those audited annual  
 
    accounts; 
 
 
   (iii) the report of the directors under section 129D(1) of the  
 
    Companies Ordinance (Cap. 32); 
 
 
   (iv) the institution's cash flow statement, together with any  
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    notes thereon, where the statement does not already form  
 
    part of those audited annual accounts; 
 
 
   (v) the disclosure (whether to the public or otherwise) of  
 
    those audited annual accounts, that supplementary  
 
    information, that report, that cash flow statement or those  
 
    notes. 
 
 
(10) The Monetary Authority may from time to time cause to be prepared and  
 
published by notice in the Gazette, for the guidance of companies seeking to be  
 
authorized, guidelines not inconsistent with this Ordinance, indicating the manner  
 
in which he proposes to exercise functions conferred or imposed by the Seventh  
 
Schedule upon him. 
 
 

Application for authorization in the case of proposed company 
 

17. Where a body of persons proposes to form a company for the purpose of 
 
carrying on a business referred to in section 15(1), it may apply to the Monetary 
 
Authority for an intimation as to whether or not the company will be authorized to  
 
carry on that business upon its incorporation and, in the case of any such  
 
application, the provisions of sections 15(2) and 16 and the Seventh Schedule shall  
 
be read and have effect with such modifications as may be necessary to take  
 
account of such application. 
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Variation of authorization 
 
18.(1) Where a deposit-taking company is authorized to carry on banking business  
 
or a business of taking deposits as a restricted licence bank, it shall thereupon cease  
 
to be a deposit-taking company. 
 
 
(2) Where a restricted licence bank is authorized to carry on banking business or  
 
a business of taking deposits as a deposit-taking company, it shall thereupon cease  
 
to be a restricted licence bank. 
 
 
(3) Where a bank is authorized to carry on a business of taking deposits as a  
 
deposit-taking company or as a restricted licence bank, it shall thereupon cease to  
 
be a bank. 
 
 
(4) The Monetary Authority may, by notice in writing served on an authorized  
 
institution, consent to the institution continuing to hold a deposit- 
 
 
  (a) lawfully taken by the institution before the date on which  
 
   subsection (1), (2) or (3) applied to the institution; 
 
 
  (b) the holding of which on or after that date would, but for this  
 
   subsection, contravene any of the provisions of section 11, 12  
 
   or 14; and 
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  (c) subject to such conditions, if any, as he may think proper to  
 
   attach to the consent in any particular case, 
 
 
and, accordingly, if the institution continues to hold that deposit on or after that date  
 
pursuant to that consent and in accordance with those conditions, if any, then it  
 
shall be deemed not to have thereby contravened any of those provisions. 
 
 
(5) Without limiting the generality of subsection (4)(c), the Monetary Authority  
 
may, by notice in writing served on an authorized institution, attach to a consent  
 
given to the institution pursuant to subsection (4) such conditions (including attach  
 
by way of amending conditions already attached to such consent), or cancel any  
 
conditions attached to such consent, as he may think proper. 
 
 
(6) Without limiting the generality of subsection (4)(c) or (5), conditions  
 
referred to in that subsection may specify- 
 
 
  (a) the period for which a deposit referred to in subsection (4) may  
 
   be held by the authorized institution concerned; 
 
 
  (b) the manner in which such deposit may be held or used by the  
 
   institution. 
 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 48 

(7) The Monetary Authority may, by notice in writing served on an authorized  
 
institution, require the institution to submit, within such period and in such manner  
 
as are specified in the notice, such information as he may reasonably require to  
 
ascertain whether the institution is complying with any conditions referred to in  
 
subsection (4)(c) or (5) attached to a consent given to the institution pursuant to  
 
subsection (4). 
 
 
(8) Any authorized institution aggrieved by any conditions referred to in  
 
subsection (4)(c) or (5) attached to a consent given to the institution pursuant to  
 
subsection (4) may appeal against the conditions to the Governor in Council, but  
 
those conditions shall take effect immediately, notwithstanding that an appeal has  
 
been or may be made under this subsection. 
 
 
(9) Every director and every manager of an authorized institution which  
 
contravenes any condition referred to in subsection (4)(c) or (5) attached to a  
 
consent given to the institution pursuant to subsection (4) commits an offence and  
 
is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
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during which the offence continues. 
 
 
(10) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement under subsection (7)  
 
commits an offense and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(11)  Any person who signs any document for the purposes of any requirement  
 
under subsection (7) which he knows or reasonably ought to know to be false in a  
 
material particular commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
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  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Fees payable by authorized institutions 
 
19.(1)  An authorized institution shall, within 14 days after the date on which 
 
it was authorized, pay to the Director of Accounting Services- 
 
 
  (a) in the case of a bank, the banking licence fee; 
 
 
  (b) in the case of a deposit-taking company, the registration fee; 
 
 
  (c) in the case of a restricted licence bank, the restricted banking  
 
   licence fee, 
 
 
specified in the Second Schedule. 
 
 
(2)  Every authorized institution shall pay to the Director of Accounting 
 
Services annually- 
 
 
  (a) in the case of a bank, the renewal of banking licence fee  
 
   specified in the Second Schedule upon the anniversary of the  
 
   date on which it was authorized; 
 
 
  (b) in the case of a deposit-taking company, the renewal of  
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   registration fee specified in the Second Schedule- 
 
 
   (i) where the company was carrying on a business of taking  
 
    deposits on 1 April 1976, on 1 April in each year; 
 
 
   (ii) where subparagraph (i) does not apply, upon the  
 
    anniversary of the date on which it was authorized; 
 
 
  (c) in the case of a restricted licence bank, the renewal of restricted  
 
   banking licence fee specified in the Second Schedule upon the  
 
   anniversary of the date on which it was authorized. 
 
 

Register of authorized institutions, etc. 
 
20.(1) The Monetary Authority shall maintain a register, in such form as he 
 
thinks fit, which shall contain- 
 
 
  (a) the name and the address of the principal place of business in  
 
   Hong Kong of every bank; 
 
 
  (b) the name of every bank which has a local representative office  
 
   and the address of the place of business in Hong Kong of every  
 
   local representative office; 
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  (c) the name and the address of the principal place of business in  
 
   Hong Kong of every deposit-taking company; 
 
 
  (d) the name and the address of the principal place of business in  
 
   Hong Kong of every restricted licence bank; 
 
 
  (e) in the case of a bank (including a bank referred to in paragraph  
 
   (b)), deposit-taking company or restricted licence bank,  
 
   incorporated outside Hong Kong, the address of its principal  
 
   place of business outside Hong Kong; and  
 
 

(f)  such other particulars of banks, local representative offices,  
 

deposit-taking companies or restricted licence banks as the  
 
Monetary Authority thinks fit (including particulars of any order  
 
of the High Court under section 53E(1)). 

 
 
(2) The register shall be kept at the office of the Monetary Authority or at such  
 
other place as may be notified by the Monetary Authority in the Gazette. 
 
 
(3) The Monetary Authority may require a bank, local representative office,  
 
deposit-taking company or restricted licence bank to submit such information for  
 
the purposes of subsection (1) as he may reasonably require in order to maintain  
 
the register in so far as it relates to that bank, local representative office, deposit- 
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taking company or restricted licence bank, as the case may be, and such  
 
information shall be submitted within such period and in such manner as the  
 
Monetary Authority may require. 
 
 
(4) Where any information submitted to the Monetary Authority under  
 
subsection (3) changes subsequent to the submission, the bank, local representative  
 
office, deposit-taking company or restricted licence bank which submitted the  
 
information shall give notice in writing to the Monetary Authority of such change  
 
not later than 21 days after such change takes place. 
 
 
(5) Any member of the public may, with effect from such date and during such  
 
hours as shall be notified by the Monetary Authority in the Gazette, on payment of  
 
the fee specified in the Second Schedule- 
 
 
  (a) inspect the register or obtain a copy of an entry in the register or  
 
   an extract from the register; or 
 
 
  (b) inspect or obtain a copy of or an extract from any document  
 
   lodged with the Monetary Authority under section 15(2)(a). 
 
 
(6) A document purporting to be- 
 
 
  (a) a copy of any entry in or extract from the register, or of any  
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   document lodged with the Monetary Authority by a company  
 
   under this Ordinance; and 
 
 
  (b) signed and certified by the Monetary Authority as a true copy  
 
   of the entry, extract or document referred to in paragraph (a), 
 
   shall be admitted in evidence in criminal or civil proceedings  
 
   before any court on its production without further proof, and- 
 
 
   (i) in the absence of evidence to the contrary, the court shall  
 
    presume that- 
 
 
    (A) the signature and certification is that of the  
 
     Monetary Authority; and 
 
 
    (B) the document is a true and correct copy of the  
 
     entry, extract or document referred to in paragraph  
 
     (a); and 
 
 
   (ii) such document shall be prima facie evidence of all  
 
    matters contained therein. 
 
 
(7) Every director and every manager of a bank, deposit-taking company or  
 
restricted licence bank, and any person in charge, or who appears to be in charge,  
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of a local representative office, which fails, without reasonable excuse, to comply  
 
with a requirement under subsection (3), or to comply with subsection (4),  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(8) If any bank, local representative office, deposit-taking company or restricted  
 
licence bank submits any information under subsection (3) or (4) which is false in  
 
a material particular, every director and every manager of the bank, deposit-taking  
 
company or restricted licence bank, or any person in charge, or who appears to be  
 
in charge, of the local representative office, as the case may be, commits an offence  
 
and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
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   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
Publication of names entered in or removed from register and suspensions 
 
21.(1) Where the name of a bank (including a bank referred to in section 20(1)(b)),  
 
deposit-taking company or restricted licence bank is entered in the register, the  
 
Monetary Authority shall, as soon as reasonably practicable thereafter, publish in  
 
the Gazette notice of such entry. 
 
 
(2) Where a company ceases to be a deposit-taking company, restricted licence  
 
bank or bank by virtue of section 18(1), (2) or (3) respectively, the Monetary  
 
Authority shall, as soon as reasonably practicable thereafter- 
 
 
  (a) remove from the register the name of the former deposit taking  
 
   company, restricted licence bank or bank, as the case may be;  
 
   and 
 
 
  (b) publish in the Gazette notice of such removal. 
 
 
(3) Where the authorization of an authorized institution is revoked under this  
 
Ordinance, the Monetary Authority shall, as soon as reasonably practicable after  
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the revocation takes effect- 
 
 
  (a) remove from the register the name of the former authorized  
 
   institution concerned; and 
 
 
  (b) publish in the Gazette notice of such removal. 
 
 
(4) Where the authorization of an authorized institution is suspended under  
 
section 24 or 25, the Monetary Authority shall, as soon as reasonably practicable  
 
thereafter- 
 
 
  (a) make a notation in the register against the name of the  
 
   authorized institution concerned that its authorization has been  
 
   so suspended and, if such suspension is for a specified period,  
 
   shall, in that notation, give particulars of such period; and 
 
 
  (b) publish in the Gazette notice of such notation. 
 
 
(5) Where approval for the establishment of a local representative office is  
 
revoked under this Ordinance, the Monetary Authority shall, as soon as reasonably  
 
practicable thereafter- 
 
 
  (a) remove from the register the name of the bank which  
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   maintained the local representative office; and 
 
 
  (b) publish in the Gazette notice of such removal. 
 
 
 
 

PART V - Revocation Of Authorization 
 
 

Revocation of authorization 
 
22.(1) Subject to subsection (3) and section 23(1), the Monetary Authority may,  
 
after consultation with the Financial Secretary, propose to revoke the authorization  
 
of an authorized institution- 
 
 
  (a) on any one or more of the grounds specified in the Eighth  
 
   Schedule applicable to or in relation to the institution; and 
 
 
  (b) by notice in writing served on the institution. 
 
 
(2) Any authorized institution aggrieved by the proposed revocation of its  
 
authorization under subsection (1) may appeal to the Governor in Council against  
 
the proposed revocation. 
 
 
(3) Where- 
 
 
  (a) an authorized institution serves a notice in writing on the  
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   Monetary Authority stating that it does not propose to appeal  
 
   under subsection (2) against the proposed revocation of its  
 
   authorization under subsection (1); 
 
 
  (b) the period specified in the Administrative Appeals Rules (Cap.   
 
   1 sub. leg.) within which an authorized institution may appeal  
 
   under subsection (2) against the proposed revocation of its  
 
   authorization under subsection (1) expires without any such  
 
   appeal having been made; or 
 
 
  (c) an appeal under subsection (2) by an authorized institution  
 
   against the proposed revocation of its authorization under  
 
   subsection (1) is unsuccessful, 
 
the Monetary Authority shall, as soon as reasonably practicable thereafter, by notice  
 
in writing served on the institution, specify the date on and from which that  
 
revocation shall take effect (and, accordingly, that authorization shall be revoked on  
 
and from that date). 
 
 
(4) The Monetary Authority may, by notice in writing served on an authorized  
 
institution (including a former authorized institution), consent to the institution  
 
continuing to hold a deposit- 
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  (a) lawfully taken by the institution before the date on which the  
 
   proposed revocation under subsection (1) of its authorization  
 
   takes effect as specified in a notice under subsection (3) served  
 
   on it; 
 
 
  (b) the holding of which on or after that date would, but for this  
 
   subsection, contravene any of the provisions of section 11, 12  
 
   or 23(2); and 
 
 
  (c) subject to such conditions, if any, as he may think proper to  
 
   attach to the consent in any particular case, 
 
 
and, accordingly, if that institution continues to hold that deposit on or after that  
 
date pursuant to that consent and in accordance with those conditions, if any, then it  
 
shall be deemed not to have thereby contravened any of those provisions. 
 
 
(5) Without limiting the generality of subsection (4)(c), the Monetary Authority  
 
may, by notice in writing served on an authorized institution (or former authorized  
 
institution), attach to a consent given to the institution pursuant to subsection (4)  
 
such conditions (including attach by way of amending conditions already attached  
 
to such consent), or cancel any conditions attached to such consent, as he may  
 
think proper. 
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(6) Without limiting the generality of subsection (4)(c) or (5), conditions  
 
referred to in that subsection may specify- 
 
 
  (a) the period for which a deposit referred to in subsection (4) may  
 
   be held by the authorized institution (or former authorized  
 
   institution) concerned; 
 
 
  (b) the manner in which such deposit may be held or used by the  
 
   institution. 
 
 
(7) The Monetary Authority may, by notice in writing served on an 
 
authorized institution (or former authorized institution), require the institution to  
 
submit, within such period and in such manner as are specified in the notice, such  
 
information as he may reasonably require in order to ascertain whether the  
 
institution will comply or is complying, as the case may be, with the conditions  
 
referred to in subsection (4)(c) or (5) attached to a consent given to the institution  
 
pursuant to subsection (4). 
 
 
(8) Any authorized institution (or former authorized institution) aggrieved by  
 
any conditions referred to in subsection (4)(c) or (5) attached to a consent given to  
 
the institution pursuant to subsection (4) may appeal against the conditions to the  
 
Governor in Council, but those conditions shall take effect immediately,  
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notwithstanding that an appeal has been or may be made under this subsection. 
 
 
(9) Where the Monetary Authority serves a notice under subsection (3) on an  
 
authorized institution, he shall, as soon as reasonably practicable thereafter, publish  
 
in one English language newspaper (and in the English language) and one Chinese  
 
language newspaper (and in the Chinese language), each of which shall be a  
 
newspaper circulating in Hong Kong, a notice stating- 
 
 
  (a) the name of the institution; 
 
 
  (b) that the authorization of the institution has been revoked under  
 
   this Ordinance; and 
 
 
  (c) the date on and from which such revocation takes effect. 
 
 
(10) Every director and every manager of an authorized institution (or former  
 
authorized institution) which contravenes any condition referred to in subsection  
 
(4)(c) or (5) attached to a consent given to the institution pursuant to subsection (4)  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
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and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(11)  Every director and every manager of an authorized institution (or former  
 
authorized institution) which fails without reasonable excuse to comply with any  
 
requirement under subsection (7) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(12) Any person who signs any document for the purposes of any requirement  
 
under subsection (7) which he knows or reasonably ought to know to be false in a  
 
material particular commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
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   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Procedure on and effect of revocation of authorization 
 
23.(1) The Monetary Authority shall, before exercising his power under section  
 
22(1) to propose to revoke the authorization of an authorized institution, inform the  
 
institution of the ground or grounds for the proposed revocation and give it an  
 
opportunity, within such period as the Monetary Authority may specify in writing,  
 
being a period reasonable in all the circumstances, of being heard. 
 
 
(2) Subject to section 22(4), immediately upon the proposed revocation of the  
 
authorization of an authorized institution taking effect in accordance with section  
 
22(3), that institution shall cease to carry on the business the subject of its revoked  
 
authorization. 
 
 
(3) Neither section 22(4) nor subsection (2) shall operate to prejudice the  
 
enforcement or other maintenance by any person of any right or interest against an  
 
authorized institution (or former authorized institution) referred to in that section or  
 
subsection, as the case may be, or by the institution of any right or interest against  
 
any person. 
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PART VI - Suspension Of Authorization 
 
 

Temporary suspensions 
 
24.(1) In any case where - 
 
 
  (a) the powers of the Monetary Authority become exercisable  
 
   under section 22 (1) with respect to an authorized institution  
 
   (and whether or not the Monetary Authority has complied with  
 
   section 23(1) in respect of the institution); and 
 
 
  (b) the Monetary Authority- 
 
 
   (i) considers that it is necessary in the interests of depositors  
 
   or potential depositors of the institution; or 
 
 
   (ii) is advised by the Financial Secretary that he considers  
 
    that it is in the public interest,  
 

that urgent action be taken, 
 
 
he may, after consultation with the Financial Secretary- 
 
 
  (i) by notice in writing served on the institution suspend its  
 
   authorization for a period not exceeding 14 days; 
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  (ii) if he thinks fit, by reason of the urgency of the matter or  
 
   otherwise, so suspend such authorization without giving  
 
   the institution an opportunity of being heard. 
 
 
(2) Any notice under subsection (1) may be accompanied by a notice stating that  
 
the Monetary Authority is considering whether to exercise his powers under  
 
section 22(1) or 25. 
 
 
(3) Any accompanying notice referred to in subsection (2) shall inform the  
 
authorized institution concerned of its rights under sections 23(1) and 26 and the  
 
manner in which it may exercise such rights. 
 
 
(4) Any suspension under this section or section 25 shall cease on such date  
 
prior to the expiration of the period thereof as the Monetary Authority may, by  
 
notice in writing served on the authorized institution the subject of the suspension,  
 
determine. 
 
 
(5) The Monetary Authority may, by notice in writing served on an authorized  
 
institution, consent to the institution continuing to hold a deposit- 
 
 
  (a) lawfully taken by the institution before the date on which the  
 
   suspension under subsection (1) of its authorization takes effect  
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   as specified in a notice under subsection (1) served on it; 
 
 
  (b) the holding of which on or after that date would, but for this  
 
   subsection, contravene section 11, 12 or 27(1); and 
 
 
  (c) subject to such conditions, if any, as he may think proper to  
 
   attach to the consent in any particular case, 
 
 
and, accordingly, if that institution continues to hold that deposit on or after that  
 
date pursuant to that consent and in accordance with those conditions, if any, then it  
 
shall be deemed not to have thereby contravened that section. 
 
 
(6) Without limiting the generality of subsection (5)(c), the Monetary Authority  
 
may, by notice in writing served on an authorized institution, attach to a consent  
 
given to the institution pursuant to subsection (5) such conditions (including attach  
 
by way of amending conditions already attached to such consent), or cancel any  
 
conditions attached to such consent, as he may think proper. 
 
 
(7) Without limiting the generality of subsection (5)(c) or (6), conditions  
 
referred to in that subsection may specify- 
 
 
  (a) the period for which a deposit referred to in subsection (5) may  
 
   be held by the authorized institution concerned; 
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  (b) the manner in which such deposit may be held or used by the  
 
   institution. 
 
 
(8) The Monetary Authority may, by notice in writing served on an 
 
authorized institution, require the institution to submit, within such period and in  
 
such manner as are specified in the notice, such information as he may reasonably  
 
require in order to ascertain whether the institution is complying with the  
 
conditions referred to in subsection (5)(c) or (6) attached to a consent given to the  
 
institution pursuant to subsection (5). 
 
 
(9) Any authorized institution aggrieved by any conditions referred to in 
 
subsection (5)(c) or (6) attached to a consent given to the institution pursuant to  
 
subsection (5) may appeal against the conditions to the Governor in Council, but  
 
those conditions shall take effect immediately, notwithstanding that an appeal has  
 
been or may be made under this subsection. 
 
 
(10) Every director and every manager of an authorized institution which  
 
contravenes any condition referred to in subsection (5)(c) or (6) attached to a  
 
consent given to the institution pursuant to subsection (5) commits an offence and  
 
is liable- 
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  (a) on conviction upon indictment to a fine of $200,000; or 
 
 

(b)  on summary conviction to a fine of $50,000,  
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(11)  Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement under subsection (8)  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment  for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $ 10,000 for every day during  
 
   which the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(12) Any person who signs any document for the purposes of any requirement  
 
under subsection (8) which he knows or reasonably ought to know to be false in a  
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material particular commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Suspensions 
 
25.(1) Subject to section 26, in any case where the powers of the Monetary  
 
Authority become exercisable under section 22(1) with respect to an authorized  
 
institution (and whether or not the Monetary Authority has complied with section  
 
23(1) in respect of the institution), the Monetary Authority may, after consultation  
 
with the Financial Secretary, by notice in writing served on the institution, suspend  
 
its authorization for a period not exceeding 6 months. 
 
 
(2) A suspension under this section may, before the expiration of the period  
 
thereof, be renewed by the Monetary Authority, after consultation with the  
 
Financial Secretary- 
 
 
  (a) by notice in writing served on the authorized institution the  
 
   subject of the suspension; and 
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  (b) for a period not exceeding 6 months commencing immediately  
 
   upon the expiration of the suspension. 
 
 
(3) The Monetary Authority may, by notice in writing served on an 
 
authorized institution, consent to the institution continuing to hold a deposit- 
 
 
  (a) lawfully taken by the institution before the date on which the  
 
   suspension under subsection (1) of its authorization takes effect  
 
   as specified in a notice under that subsection served on it; 
 
 
  (b) the holding of which on or after that date would, but for this  
 
   subsection, contravene section 11, 12 or 27(1); and 
 
 
  (c) subject to such conditions, if any, as he may think proper to  
 
   attach to the consent in any particular case, 
 
 
and, accordingly, if that institution continues to hold that deposit on or after that  
 
date pursuant to that consent and in accordance with those conditions, if any, then it  
 
shall be deemed not to have thereby contravened that section. 
 
 
(4) Without limiting the generality of subsection (3)(c), the Monetary Authority  
 
may, by notice in writing served on an authorized institution, attach to a consent  
 
given to the institution pursuant to subsection (3) such conditions (including attach  
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by way of amending conditions already attached to such consent), or cancel any  
 
conditions attached to such consent, as he may think proper. 
 
 
(5) Without limiting the generality of subsection (3)(c) or (4), conditions  
 
referred to in that subsection may specify 
 
 
  (a) the period for which a deposit referred to in subsection (3) may  
 
   be held by the authorized institution concerned; 
 
 
  (b) the manner in which such deposit may be held or used by the  
 
   institution. 
 
 
(6) The Monetary Authority may, by notice in writing served on an 
 
authorized institution, require the institution to submit, within such period and in  
 
such manner as are specified in the notice, such information as he may reasonably  
 
require in order to ascertain whether the institution is complying with the  
 
conditions referred to in subsection (3)(c) or (4) attached to a consent given to the  
 
institution pursuant to subsection (3). 
 
 
(7) Any authorized institution aggrieved by the suspension of its authorization  
 
under this section, or by any conditions referred to in subsection (3)(c) or (4)  
 
attached to a consent given to the institution pursuant to subsection (3), may appeal  
 
to the Governor in Council against the suspension or the conditions, as the case  
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may be, but that suspension or those conditions, as the case may be, shall take  
 
effect immediately, notwithstanding that an appeal has been or may be made under  
 
this subsection. 
 
 
(8) Every director and every manager of an authorized institution which  
 
contravenes any condition referred to in subsection (3)(c) or (4) attached to a  
 
consent given to the institution pursuant to subsection (3) commits an offence and  
 
is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(9) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement under subsection (6)  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
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   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(10) Any person who signs any document for the purposes of any requirement  
 
under subsection (6) which he knows or reasonably ought to know to be false in a  
 
material particular commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Opportunity of being heard 
 
26. The Monetary Authority shall, before exercising his powers under section 
 
25, inform the authorized institution concerned of the ground or grounds therefor  
 
and give it an opportunity, within such period as the Monetary Authority may  
 
specify in writing, being a period reasonable in all the circumstances, of being  
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heard. 
 
 

Effect of suspension 
 
27.(1) Without prejudice to any other provision of this Ordinance, where the  
 
authorization of an authorized institution is suspended under section 24 or 25, the  
 
institution shall, on and from the date specified in the notification to it by the  
 
Monetary Authority of such suspension, cease to carry on the business the subject  
 
of its authorization unless and until the period of suspension is terminated without  
 
revocation of that authorization and without a further period of suspension under  
 
this Part. 
 
 
(2) Notwithstanding the suspension under section 24 or 25 of the authorization  
 
of an authorized institution, the institution shall, unless otherwise specified in the  
 
notice concerned under that section served on the institution, during the period of  
 
its suspension, continue to be an authorized institution for the purposes of- 
 
 
  (a) section 19; 
 
 
  (b) Parts VIII, IX and X; 
 
 
  (c) all the duties imposed on a bank, deposit-taking company or  
 
   restricted licence bank, as the case may be, under this  
 
   Ordinance. 
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(3) Sections 24(5) and 25(3) and this section shall not operate to prejudice the  
 
enforcement or other maintenance by any person of any right or interest against an  
 
authorized institution referred to in subsection (1) or by the institution of any right  
 
or interest against any person. 

 
 
 

PART VII - Transfer Of Authorization 
 
 

Transfer of authorization 
 
28.(1) Subject to this Ordinance, the authorization of an authorized institution may  
 
be transferred from that institution to another person. 
 
 
(2) A transfer of the authorization of an authorized institution shall not take  
 
effect until the Monetary Authority grants the transfer or until such later date as the  
 
Monetary Authority specifies. 
 
 

Application for transfer 
 
29.(1) The person to whom it is proposed to transfer the authorization of an  
 
authorized institution shall lodge an application for the transfer of the authorization  
 
with the Monetary Authority. 
 
 
(2) Subject to such modifications as may be necessary, sections 15, 16, 17 and  
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19 and the Seventh Schedule shall apply to an application for the transfer of the  
 
authorization of an authorized institution as if that application were an application  
 
for authorization under section 15(1). 
 
 

Certificate of transfer, etc. 
 
30. Where the Monetary Authority grants the transfer of the authorization of 
 
an authorized institution, he shall- 
 
 
  (a) issue a certificate of transfer to the applicant; and 
 
 
  (b) comply with such provisions of section 21 in respect of the 
 
   transfer of the authorization as he may think appropriate. 
 
 

Liabilities and privileges of transferer and transferee 
 
31. Upon the issue of a certificate of transfer under section 30- 
 
 
  (a) the applicant shall have and may exercise the same privileges,  
 
   and be subject to the same liabilities and penalties, under this  
 
   Ordinance as if the authorization transferred had been originally  
 
   granted to the applicant; and 
 
 
  (b) the person whose authorization is transferred shall cease to be  
 
   authorized, but the transfer shall not affect the liability of that or  
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   any other person for any act or omission done, caused,  
 
   permitted or made prior to the transfer. 
 
 
32-43.  (Repealed) 
 
 
 

PART VIII - Local Branches, Local Representative Offices And Fees 
 
 

Control of establishment, etc. of local branches 
 
44.(1) An authorized institution shall not establish or maintain any local branch  
 
thereof without the approval of the Monetary Authority. 
 
 
(2) Subsection (1) applies to every authorized institution whether the institution  
 
was authorized before, on or after the commencement of this Ordinance, and  
 
subsections (4) and (5) apply to an approval granted under subsection (1) whether  
 
the approval was granted before, on or after such commencement.  
 
 
(3) Approval under subsection (1) shall be deemed to have been granted in  
 
respect of any local branch lawfully established prior to the commencement of this  
 
Ordinance. 
 
 
(4) The Monetary Authority may at any time, by notice in writing served upon  
 
an authorized institution, attach to an approval granted under subsection (1), or  
 
deemed to have been granted under subsection (3), in respect of any local branch  
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thereof such conditions, or amend or cancel any conditions so attached, as he may  
 
think proper. 
 
 
(5) The Monetary Authority may at any time revoke, in such case as he thinks  
 
fit, an approval granted under subsection (1), or deemed to have been granted  
 
under subsection (3), in respect of any local branch. 
 
 
(6) Where the Monetary Authority refuses to grant approval under subsection  
 
(1) or revokes an approval under subsection (5), he shall notify the authorized  
 
institution concerned in writing of the refusal or revocation. 
 
 
(7) Any authorized institution aggrieved by the refusal to grant approval under  
 
subsection (1) or by the revocation of an approval under subsection (5) by the  
 
Monetary Authority, or by any conditions to which an approval is made subject by  
 
the Monetary Authority under subsection (4), may appeal to the Governor in  
 
Council against the refusal, the revocation or the conditions, but that refusal, that  
 
revocation or, as the case may be, those conditions shall take effect immediately,  
 
notwithstanding that an appeal has been or may be made under this subsection. 
 
 
(8) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) or any condition attached under subsection (4) commits  
 
an offence and is liable- 
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  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
    
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 

 
 

Fees in respect of local branches 
 
45.(1) Where the establishment by an authorized institution of a local branch is  
 
approved under section 44, the institution shall pay to the Director of Accounting  
 
Services the fee specified in the Second Schedule in relation to that branch and  
 
thereafter, so long as the branch continues to be maintained by the institution, it  
 
shall pay to the Director of Accounting Services the fee specified in the Second  
 
Schedule on the anniversary in each year of the date on which the institution was  
 
authorized. 
 
 
(2) An authorized institution that is maintaining, at the commencement of this  
 
Ordinance, a local branch to which section 44(3) applies shall, so long as the  
 
branch continues to be maintained by the institution, pay to the Director of  
 
Accounting Services the fee specified in the Second Schedule on the anniversary in  
 
each year of the date on which the institution was authorized. 
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Control of establishment, etc. of local representative offices 

 
46.(1) A bank shall not establish or maintain any local representative office thereof  
 
without the approval of the Monetary Authority.  
 
 
(2) Approval under subsection (1) shall be deemed to have been granted in  
 
respect of any local representative office lawfully established prior to the  
 
commencement of the Banking (Amendment) Ordinance 1993 (94 of 1993). 
 
 
(3) Approval under subsection (1) shall not be granted unless the 
 
Monetary Authority is satisfied that the bank is adequately supervised by the 
 
relevant banking supervisory authority.  
 
 
(4) The Monetary Authority may at any time, by notice in writing served upon a  
 
bank, attach to an approval granted under subsection (1), or deemed to have been  
 
granted under subsection (2), in respect of any local representative office thereof  
 
such conditions, or amend or cancel any conditions so attached, as he may think  
 
proper. 
 
 
(5) The Monetary Authority may at any time revoke, in such case as he thinks  
 
fit, an approval granted under subsection (1), or deemed to have been granted  
 
under subsection (2), in respect of any local representative office. 
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(6) Where the Monetary Authority refuses to grant approval under subsection  
 
(1) or revokes an approval under subsection (5), he shall notify the bank concerned  
 
in writing of the refusal or revocation. 
 
 
(7) Any bank aggrieved by the refusal to grant approval under subsection 
 
(1) or by the revocation of an approval under subsection (5) by the Monetary  
 
Authority, or by any conditions to which an approval is made subject by the  
 
Monetary Authority under subsection (4), may appeal to the Governor in Council  
 
against the refusal, the revocation or the conditions, but that refusal, that revocation  
 
or, as the case may be, those conditions shall take effect immediately,  
 
notwithstanding that an appeal has been or may be made under this subsection. 
 
 
(8) Any person in charge, or who appears to be in charge, of a local  
 
representative office established or maintained in contravention of subsection (1) or  
 
in respect of which any condition attached under subsection (4) is contravened,  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
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(9)  In this section, “bank” means a company incorporated outside Hong 
 
Kong which- 
 
 
  (a) is neither an authorized institution nor recognized as the central  
 
   bank of the place in which it is incorporated; and 
 
 
  (b) may, whether or not in or outside the place where it is  
 
   incorporated, lawfully take deposits from the general public,  
 

whether or not on current account.  
 
 

Supply of information and examination of local representative offices 
 
47.(1) A bank which maintains a local representative office thereof pursuant to  
 
section 46 shall -  
 
 
  (a) submit to the Monetary Authority such information as he may  
 
   require regarding the functions and activities of the  
 
   representative office; 
 
 
  (b) if the Monetary Authority wishes to examine the functions and  
 
   activities of the representative office, for that purpose afford to  
 
   the person carrying out the examination access to the  
 
   documents maintained by the representative office and to such  
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   information and facilities as may be required to conduct the  
 
   examination, and shall produce to the person carrying out the  
 
   examination such documents or other information as he may  
 
   require.  
 
 
(2) Any person who fails to comply with any requirement of the 
 
Monetary Authority under this section commits an offence and is liable- 
 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(3) Any person who signs any document for the purposes of this section which  
 
he knows or reasonably ought to know to be false in a material particular commits  
 
an offence and is liable - 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
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   imprisonment for 6 months. 
 
 
(4) If a bank produces any book, account, document, security or information  
 
whatsoever under this section which is false in a material particular, every director  
 
and every manager of the bank commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Fees in respect of local representative offices 
 
48.(1) Where the establishment by a bank of a local representative office is  
 
approved under section 46(1), the bank shall pay to the Director of Accounting  
 
Services the fee specified in the Second Schedule in relation to that representative  
 
office and thereafter, so long as the representative office continues to be maintained  
 
by the bank, the bank shall pay to the Director of Accounting Services the fee  
 
specified in the Second Schedule on the anniversary in each year of the date of the  
 
grant of the approval under that section. 
 
 
(2)  A bank that is maintaining, at the commencement of the Banking  
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(Amendment) Ordinance 1993 (94 of 1993), a local representative office to which  
 
section 46(2) applies and which representative office was established prior to 1 April  
 
1982 shall, so long as the representative office continues to be maintained by the  
 
bank, pay to the Director of Accounting Services the fee specified in the Second  
 
Schedule on 1 April of each year. 
 
 
(3) A bank that is maintaining, at the commencement of the Banking  
 
(Amendment) Ordinance 1993 (94 of 1993), a local representative office to which  
 
section 46(2) applies and which representative office was established on or after 1  
 
April 1982 shall, so long as the representative office continues to be maintained by  
 
the bank, pay to the Director of Accounting Services the fee specified in the Second  
 
Schedule on the anniversary in each year of the date of the grant of approval, under  
 
section 12C(1) of the Banking Ordinance 1964 (Cap. 155, 1983 Ed.) repealed by  
 
this Ordinance, of the establishment of that local representative office. 
 
 
 
 

PART IX - Overseas Branches, Overseas Representative Offices, Fees And  
 

Overseas Banking Corporations 
 
 

Control of establishment, etc. of overseas branches  
 

and overseas representative offices 
 
49.(1) Without prejudice to section 44, an authorized institution which is  
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incorporated in Hong Kong shall be subject to a condition that the institution shall  
 
not establish or maintain any overseas branch or overseas representative office  
 
thereof without the approval of the Monetary Authority. 
 
 
(2) Subsection (1) applies to every authorized institution incorporated in Hong  
 
Kong whether the institution was authorized before, on or after the commencement  
 
of this Ordinance, and subsections (4) and (5) apply to an approval granted under  
 
subsection (1) whether the approval was granted before, on or after such  
 
commencement.  
 
 
(3) Approval under subsection (1) shall be deemed to have been granted in  
 
respect of any overseas branch or overseas representative office lawfully  
 
established prior to the commencement of this Ordinance. 
 
 
(4) The Monetary Authority may at any time, by notice in writing served upon  
 
an authorized institution, attach to an approval granted under subsection (1), or  
 
deemed to have been granted under subsection (3), in respect of any 
 
overseas branch or overseas representative office thereof such conditions, or 
 
amend or cancel any conditions so attached, as he may think proper. 
 
 
(5) The Monetary Authority may at any time revoke, in such case as he 
 
thinks fit, an approval granted under subsection (1), or deemed to have been  
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granted under subsection (3), in respect of any overseas branch or overseas  
 
representative office. 
 
 
(6) Where the Monetary Authority refuses to grant approval under subsection  
 
(1) or revokes an approval under subsection (5), he shall notify the authorized  
 
institution concerned in writing of the refusal or revocation. 
 
 
(7) Any authorized institution aggrieved by the refusal to grant approval under  
 
subsection (1) or by the revocation of an approval under subsection (5) by the  
 
Monetary Authority, or by any conditions to which an approval is made subject by  
 
the Monetary Authority under subsection (4), may appeal to the Governor in  
 
Council against the refusal, the revocation or the conditions, but that refusal, that  
 
revocation or, as the case may be, those conditions shall take effect immediately,  
 
notwithstanding that an appeal has been or may be made under this subsection. 
 
 
(8) Every director and every manager of an authorized institution which  
 
contravenes the condition in subsection (1) or any condition attached under  
 
subsection (4) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
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and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
 

Conditions regarding overseas branches and overseas representative offices 
 

50.(1) Every authorized institution incorporated in Hong Kong which 
 
maintains an overseas branch thereof shall be subject to a condition that- 
 
 
  (a) the institution shall submit to the Monetary Authority a return  
 
   in such form, and at such intervals, as he may specify showing  
 
   the assets and liabilities of the overseas branch; 
 
 
  (b) the institution shall submit to the Monetary Authority such  
 
   further information as he may consider necessary for the proper  
 
   understanding of the functions and activities of the overseas  
 
   branch, and that such information shall be submitted within  
 
   such period and in such manner as the Monetary Authority  
 
   may require; 
 
 
  (c) if the Monetary Authority requires any return submitted to him  
 
   pursuant to paragraph (a), or any information submitted to him  
 
   pursuant to a requirement under paragraph (b), to be  
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   accompanied by a report prepared by, subject to subsection  
 
   (2A), an auditor or auditors appointed by the institution, the  
 
   institution shall submit a report as to whether or not, in the  
 
   opinion of the auditor or auditors, the return or information is  
 
   correctly compiled, in all material respects, from the books and  
 
   records of the overseas branch;  
 
 
  (d) if the Monetary Authority wishes to examine the books,  
 
   accounts and transactions of the overseas branch, the institution  
 
   shall for that purpose afford the person carrying out the  
 
   examination at the place where the branch is maintained access  
 
   to the books and accounts of the branch, to documents of title to  
 
   the assets and other documents and to all securities held by the  
 
   branch in respect of its customers' transactions and its cash and  
 
   to such information and facilities as may be required to conduct  
 
   the examination, and that the institution shall produce to the  
 
   person carrying out the examination such books, accounts,  
 
   documents, securities, cash or other information as he may  
 
   require: 
 
 

Provided that, so far as is consistent with the conduct of  
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the examination, such books, accounts, documents, securities and  
 
cash shall not be required to be produced at such times and such  
 
places as shall interfere with the proper conduct of the normal  
 
daily business of the overseas branch.  

 
 
(2) Every authorized institution incorporated in Hong Kong which maintains an  
 
overseas representative office thereof shall be subject to a condition that- 
 
 
  (a) the institution shall submit to the Monetary Authority such  
 
   information as he may require regarding the functions and  
 
   activities of the overseas representative office; 
 
 
  (b) if the Monetary Authority wishes to examine the functions and  
 
   activities of the overseas representative office, the institution  
 
   shall for that purpose afford the person carrying out the  
 
   examination at the place where the representative office is  
 
   maintained access to the documents maintained by the  
 
   representative office and to such information and facilities as  
 
   may be required to conduct the examination, and that the  
 
   institution shall produce to the person carrying out the  
 
   examination such documents or other information as he may  
 
   require.  
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(2A) The auditor or auditors appointed by an authorized institution to prepare a  
 
report required under subsection (1)(c) shall be- 
 
 
  (a) an auditor or auditors appointed by the institution prior to the  
 
   report being so required and approved by the Monetary  
 
   Authority for the purpose of preparing the report; 
 
 
  (b) an auditor approved, or an auditor from amongst auditors  
 
   nominated, by the Monetary Authority for the purpose of  
 
   preparing the report after consultation with the institution; or 
 
 
  (c) an auditor referred to in paragraph (a) and an auditor referred to  
 
   in paragraph (b),  
 
as may be required by the Monetary Authority.  
 
 
(3) This section applies to every authorized institution incorporated in Hong  
 
Kong whether the institution was authorized before, on or after the commencement  
 
of this Ordinance.  
 
 
(4) Every director and every manager of an authorized institution which  
 
contravenes any condition in subsection (1) or (2), or fails to comply with any  
 
requirement under those subsections, commits an offence and is liable- 
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  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 12 months; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(5) If an authorized institution produces any book, account, document, security  
 
or information whatsoever under this section which is false in a material particular,  
 
every director and every manager of the institution commits an offence and is  
 
liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(6) Any person who signs any document for the purposes of this section which  
 
he knows or reasonably ought to know to be false in a material particular commits  
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an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Fees in respect of overseas branches and overseas representative offices 
 

51.(1) Whenever the establishment by an authorized institution incorporated in  
 
Hong Kong of an overseas branch or overseas representative office is approved  
 
under section 49(1), the institution shall pay to the Director of Accounting Services  
 
the fee specified in the Second Schedule in relation to that branch or representative  
 
office and thereafter, so long as the branch or representative office continues to be  
 
maintained by the institution, it shall pay to the Director of Accounting Services the  
 
fee specified in the Second Schedule on the anniversary in each year of the date on  
 
which the institution was authorized. 
 
 
(2) An authorized institution incorporated in Hong Kong that is maintaining, at  
 
the commencement of this Ordinance, an overseas branch or overseas  
 
representative office to which section 49(3) applies shall, so long as the branch or  
 
representative office continues to be maintained by the institution, pay to the  
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Director of Accounting Services the fee specified in the Second Schedule on the  
 
anniversary in each year of the date on which the institution was authorized. 
 
 

Control of establishment, etc. of overseas banking corporations 
 
51A.(1)  In this section- 
 
 
 “overseas banking corporation” means a company which- 
 
 
  (a) is incorporated outside Hong Kong (and whether or not it is an  
 
   authorized institution); and 
 
 
  (b) may, whether or not in or outside Hong Kong, lawfully take  
 
   deposits from the general public, whether or not on current  
 
   account; 
 
 
 “relevant day” means the day of commencement of the Banking  
 
 (Amendment) Ordinance 1993 (94 of 1993 
 
 
(2) An authorized institution incorporated in Hong Kong, and any holding  
 
company incorporated in Hong Kong of such an institution, shall each be subject to  
 
a condition that it shall not- 
 
 
  (a) establish or acquire, by whatever means, an overseas banking  
 
   corporation such that that corporation becomes the subsidiary  
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   of the institution or of the holding company, as the case may  
 
   be, without the approval of the Monetary Authority; 
 
 
  (b) if any such approval granted in respect of that corporation is  
 
   revoked under subsection (5), maintain that corporation as a  
 
   subsidiary on or after the time such revocation comes into  
 
   effect. 
 
 
(3) Approval under subsection (2) shall be deemed to have been granted in  
 
respect of any overseas banking corporation- 
 
 
  (a) which was, immediately before the relevant day, the subsidiary  
 
   of an authorized institution or of any holding company of the  
 
   institution; or 
 
 
  (b) which becomes, not later than 3 months after the relevant day,  
 
   the subsidiary of an authorized institution or of any holding  
 
   company of the institution where the acts or circumstances by  
 
   virtue of which such corporation became such a subsidiary  
 
   substantially occurred before the relevant day. 
 
 
(4) The Monetary Authority may at any time, by notice in writing served upon  
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an authorized institution or its holding company, attach to an approval granted  
 
under subsection (2), or deemed to have been granted under subsection (3), in  
 
respect of any overseas banking corporation which is to become or is a subsidiary  
 
of the institution or of the holding company, as the case may be, such conditions,  
 
or amend or cancel any conditions so attached, as he may think proper. 
 
 
(5) The Monetary Authority may revoke- 
 
 
  (a) in such case as he thinks fit; and 
 
 
  (b) with effect from such time as is specified by him, being a time  
 
   reasonable in all the circumstances of such case, 
 
 
an approval granted under subsection (2), or deemed to have been granted under  
 
subsection (3), in respect of any overseas banking corporation. 
 
 
(6) Where the Monetary Authority refuses to grant approval under subsection  
 
(2) or revokes an approval under subsection (5), he shall notify the authorized  
 
institution or its holding company concerned in writing of the refusal or revocation. 
 
 
(7) Any authorized institution or its holding company aggrieved by the refusal  
 
to grant approval under subsection (2) or by the revocation of an approval under  
 
subsection (5) by the Monetary Authority, or by any conditions to which an  
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approval is made subject by the Monetary Authority under subsection (4), may  
 
appeal to the Governor in Council against the refusal, the revocation or the  
 
conditions, but that refusal, that revocation or, as the case may be, those conditions  
 
shall take effect immediately, notwithstanding that an appeal has been or may be  
 
made under this subsection. 
 
 
(8) Every director and every manager of an authorized institution or of its  
 
holding company which contravenes the condition in subsection (2) or any  
 
condition attached under subsection (4) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offense continues. 
 
 
 

PART X - Powers Of Control Over Authorized Institut ions 
 

 
Powers of Monetary Authority 

 
52.(1) Where- 
 
 
  (a) an authorized institution informs the Monetary Authority- 
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   (i) that it is likely to become unable to meet its obligations;  
 
    or 
 
 
   (ii) that it is insolvent or about to suspend payment; 
 
 
  (b) an authorized institution becomes unable to meet its obligations  
 
   or suspends payment; 
 
 
  (c) after an examination or investigation is made under section 55,  
 
   or a report required under section 59(2) or 63(3A) is submitted,  
 
   the Monetary Authority is of the opinion that an authorized  
 
   institution- 
 
 
   (i) is carrying on its business in a manner detrimental to the  
 
    interests of its depositors or potential depositors or of its  
 
    creditors;  
 
 
   (ii) is insolvent or is likely to become unable to meet its  
 
    obligations or is about to suspend payment; 
 
 
   (iii) has contravened or failed to comply with any of the  
 
    provisions of this Ordinance; or 
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   (iv) has contravened or failed to comply with any condition  
 
    attached under section 16 to its authorization, the  
 
    condition specified in section 49(1), the condition  
 
    specified in section 50(1), the condition specified in  
 
    section 50(2) or the condition specified in section 51A(2);  
 

or  
 
 
  (d) the Financial Secretary advises the Monetary Authority that he  
 
   considers it in the public interest to do so, # 
 
the Monetary Authority, after consultation with the Financial Secretary, may  
 
exercise such one or more of the following powers as may from time to time appear  
 
to him to be necessary- 
 
 

(A)  to require the institution, by notice in writing served on it, 
 

forthwith to take any action or to do any act or thing whatsoever  
 
in relation to its affairs, business and property as he may consider  
 
necessary (including any requirement imposing restrictions on  
 
the banking business, business of taking deposits as a deposit- 
 
taking company or business of taking deposits as a restricted  

 
   licence bank, as the case may be, which may be carried on by the  
 

institution);  
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(B)  subject to subsection (3E), to give a direction that, during the  
 

period for which the direction is in force, the institution shall  
 
seek advice on the management of its affairs, business and  
 
property from an Advisor, for which purpose the Monetary  
 
Authority shall appoint a person to be the Advisor of that  
 
institution;  

 
 

(C)  subject to subsections (3D) and (3E), to give a direction that,  
 

during the period for which the direction is in force, such of the  
 
affairs, business and property of the institution as are specified in  
 
the direction shall be managed by a Manager, for which purpose  
 
the Monetary Authority shall- 

 
 
    (I) appoint a person to be the Manager of that  
 
     institution; and 
 
 
    (II)  specify in the direction the primary objective or  
 
     objectives (not inconsistent with the provisions of  
 
     this Ordinance) with which the Manager shall  
 
     comply;  
 
 
  (D) to report the circumstances to the Governor in Council. 
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(2) Except in the circumstances specified in subsection (1)(a), the Monetary  
 
Authority shall not exercise the power conferred by subsection (1)(D) unless he  
 
has- 
 
 
  (a) where the authorized institution is incorporated in Hong Kong  
 
   and a direction given under subsection (1)(C) is in force in  
 
   respect of the institution- 
 
 
   (i) given to the institution, and such relevant persons, if any,  
 
    as he thinks fit, not less than 7 days' notice in writing (or  
 
    such lesser period as is permitted under subsection (2A))  
 
    stating- 
 
 
    (A) his intention to exercise such power; and 
 
 
    (B) his reasons for the exercise thereof; and 
 
 
   (ii) afforded the institution, and such relevant persons, if any,  
 
    as he thinks fit, an opportunity to submit to him  
 
    representations in writing thereon (which representations,  
 
    if any, shall form part of his report to the Governor in  
 
    Council);  
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  (b) where the authorized institution is incorporated outside Hong  
 
   Kong and a direction given under subsection (1)(C) is in force  
 
   in respect of the institution- 
 
 
   (i) given to the institution, at its principal place of business  
 
    outside Hong Kong, not less than 7 days' notice in  
 
    writing (or such lesser period as is permitted under  
 
    subsection (2A)) stating- 
 
 
    (A) his intention to exercise such power; and 
 
 
    (B) his reasons for the exercise thereof; and 
 
 
   (ii) afforded the institution an opportunity to submit to him  
 
    representations in writing thereon (which representations,  
 

if any, shall form part of his report to the Governor in  
 
Council);  

 
 
  (c) in any other case- 
 
 
   (i) given to the authorized institution not less than 7 days'  
 
    notice in writing (or such lesser period as is permitted  
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    under subsection (2A)) stating- 
 
 
    (A) his intention to exercise such power; and 
 
 
    (B) his reasons for the exercise thereof; and 
 
 
   (ii) afforded the institution an opportunity to submit to him  
 
    representations in writing thereon (which representations,  
 
    if any, shall form part of his report to the Governor in  
 
    Council).  
 
 
(2A) The Monetary Authority may give an authorized institution and any relevant  
 
person less than the 7 days' notice in writing referred to in subsection (2 where-  
 
 
  (a) he has the consent of the Financial Secretary to do so; and 
 
 
  (b) to do so is reasonable in the circumstances.  
 
 
(3) (Repealed) 
 
 
(3A)  Subject to subsection (3D), the Monetary Authority may from time to time  
 
vary a direction given under subsection (1)(C) in respect of- 
 
 
  (a) the affairs, business and property specified in the direction of  
 
   the authorized institution to which the direction relates; 
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  (b) the primary objective or objectives specified in the direction  
 
   with which the Manager of the institution shall comply.  
 
 
(3B) It is hereby declared that any thing done, in reliance on a direction given  
 
under subsection (1)(C), at any time before a variation under subsection (3A) of  
 
that direction shall not be invalid by reason only of that variation.  
 
 
(3C) During the period for which a direction given under subsection (1)(C) is in  
 
force in respect of an authorized institution, any reference in this Part to - 
 
 
  (a) the affairs, business or property, or any combination thereof, of  
 
   the institution; or 
 
 
  (b) the primary objective or objectives with which the Manager of  
 
   the institution shall comply, 
 
 
shall, unless the context otherwise requires, be construed to mean- 
 
 
   (i) where paragraph (a) is applicable, such affairs, business  
 
    or property, or combination thereof, as the case may be; 
 
 
   (ii) where paragraph (b) is applicable, such primary objective  
 
    or objectives, 
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specified in that direction as varied from time to time under subsection (3A).  
 
 
(3D) Notwithstanding any other provision of this Part, no direction given under  
 
subsection (1)(C) (including any variation thereof under subsection (3A)) in  
 
respect of an authorized institution incorporated outside Hong Kong shall apply to  
 
any of the affairs, business or property of the institution except- 
 
 
  (a) so much of the affairs and business of the institution as are  
 
   carried on, or managed, in or from Hong Kong; and 
 
 
  (b) so much of the property of the institution as is either or both of  
 
   the following- 
 
 
   (i) located in, or managed from, Hong Kong; 
 
 
   (ii) an asset of the institution's principal place of business in  
 
    Hong Kong or of any local branch.  
 
 
(3E) The Monetary Authority shall not give a direction under subsection (1)(B) or  
 
(C) in respect of an authorized institution in relation to which the High Court has  
 
made an order for the winding-up of the institution.  
 
 
(3F)  It is hereby declared that the Monetary Authority may exercise his power  
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under subsection (1)(B) or (C) in such a way as to appoint - 
 
 
  (a) a company or partnership; or 
 
 
  (b) without prejudice to the generality of paragraph (a), 2 or more  
 
   persons,  
 
to be the Advisor or Manager, as the case may be, of an authorized institution.  
 
 
(3G)  Where the Monetary Authority exercises his power under subsection (1)(C)  
 
in such a way as to appoint 2 or more persons to be the Manager of an authorized  
 
institution, he shall- 
 
 
  (a) by notice in writing, specify which of the duties and powers  
 
   imposed or conferred on a Manager under this Ordinance shall  
 
   be discharged or exercised, as the case may be, in relation to the  
 
   institution, by- 
 
 
   (i) any such person alone; 
 
 
   (ii) any such persons jointly; 
 
 
   (iii) each such person; and 
 
 
  (b) attach that notice to the direction concerned given under that  
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   subsection served on the institution under section 53A(1), 
 
 
and the provisions of this Ordinance (including section 53G) shall be read and have  
 
effect with such modifications as are necessary to take into account that notice.  
 
 
(3H)  For the avoidance of doubt, it is hereby declared that a person appointed  
 
under subsection (1)(B) or (C) to be the Advisor or Manager of an authorized  
 
institution may be a person who holds an appointment under section 5A(3) of the  
 
Exchange Fund Ordinance (Cap. 66).  
 
 
(3I) Any person aggrieved by the exercise by the Monetary Authority of any  
 
power conferred on him by subsection (1)(A), (B) or (C) or (3A) may appeal to  
 
the Governor in Council against the exercise of that power, but the exercise of that  
 
power shall take effect immediately, notwithstanding that an appeal has been or  
 
may be made under this subsection.  
 
 
(4) Every director and every manager of an authorized institution which fails to  
 
comply with any requirement of the Monetary Authority under subsection (1)(A)  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $1,000,000 and to  
 
   imprisonment for 5 years and, in the case of a continuing  
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   offence, to a further fine of $50,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(5)  In this section, “relevant person”, in relation to an authorized institution,  
 
means any person who- 
 
 
  (a) is the Manager of the institution; 
 
 
  (b) is a minority shareholder controller, majority shareholder  
 
   controller or indirect controller of the institution; 
 
 
  (c) has ceased to be a chief executive or director of the institution  
 
   by virtue of section 53B(1)(a); 
 
 
  (d) is a chief executive or director of the institution by virtue of the  
 
   operation of section 53B(2).  
 
 

Powers of Governor in Council 
 
53.(1)  Where- 
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  (a) the Monetary Authority makes a report to the Governor in  
 
   Council under section 52(1)(D); 
 
 
  (b) any person appeals to the Governor in Council under section  
 
   52(3I); or  
 
 
  (c) the Financial Secretary refers a report and his recommendations  
 
   thereon to the Governor in Council under section 117(5)(c), 
 
    
the Governor in Council may, without prejudice to any of the powers conferred on  
 
the Monetary Authority by Part V or VI, exercise one or more of the following  
 
powers-  
 
 
   (i) to confirm, vary or reverse any requirement,  
 
    appointment or direction made by the Monetary  
 
    Authority; 
 
 
   (ii) (Repealed) 
 
 
   (iii) to direct the Financial Secretary to present a petition to  
 
    the High Court for the winding-up of the authorized  
 
    institution or former authorized institution by the High  
 



http://www.ukincorp.co.uk - UK Company Formation Agent 111 

    Court.  
 
 
(2)  The Governor in Council may, before considering any report or 
 
appeal under subsection (1), seek the advice of the Banking Advisory 
 
Committee or the Deposit-taking Companies Advisory Committee, or both, but  
 
shall not be bound to follow any such advice. 
 
 
(3) (Repealed) 
 
 

Notification of direction under section 52(1)(B) or (C), etc. 
 
53A.(1) A direction given under section 52(1)(B) or (C) shall- 
 
 
  (a) be in writing; 
 
 
  (b) be served on the authorized institution specified in the direction  
 
   at its principal place of business in Hong Kong; 
 
 
  (c) take effect immediately it is so served; and 
 
 
  (d) state the name and address of the Advisor or Manager, as the  
 
   case may be, appointed in respect of that institution. 
 
 
(2) A variation under section 52(3A) of a direction given under section 52(1)(C)  
 
shall- 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 112 

 
  (a) be in writing; 
 
 
  (b) be served on- 
 
 
   (i) the authorized institution specified in the direction at its  
 
    principal place of business in Hong Kong except that, in  
 
    the case of an authorized institution incorporated outside  
 
    Hong Kong, it shall be served on the institution's  
 
    principal place of business outside Hong Kong; and 
 
 
   (ii) the Manager of the institution; and 
 
 
  (c) take effect immediately it is so served, unless otherwise  
 
   specified in the variation. 
 
 
(3) A direction in writing given under section 52(1)(C), and a variation in  
 
writing under section 52(3A) of such a direction, include a copy of the direction 
 
or variation, as the case may be. 
 
 
(4) Notice of a direction given under section 52(1)(C) shall be published by the  
 
Monetary Authority by notice in the Gazette and in such other ways as appear to  
 
him expedient for notifying the public. 
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(5) Subsection (4) shall apply to a notice under section 52(3G) as it applies to a  
 
direction given under section 52(1)(C). 
 
 

Effect of direction under section 52(1)(C) 
 
53B.(1) Subject to subsection (2) and section 53C(3)(a)(i), (b) and (c),  
 
immediately upon a direction given under section 52(1)(C) coming into force- 
 
 
  (a) in respect of an authorized institution incorporated in Hong  
 
   Kong, any appointment of a person as a chief executive or  
 
   director of the institution which was in force immediately  
 
   before that direction came into force; 
 
 
  (b) in respect of an authorized institution incorporated outside  
 
   Hong Kong, any appointment of a person as a chief executive  
 
   of the institution (in so far as such appointment relates to the  
 
   business in Hong Kong of the institution) which was in force  
 
   immediately before that direction came into force, 
 
 
shall be deemed to be revoked and, accordingly, that person shall not act or  
 
continue to act as any such chief executive or director, as the case may be, during  
 
the period for which that direction is in force. 
 
 
(2) An appointment referred to in subsection (1) shall not be revoked under that  
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subsection where the direction concerned given under section 52(1)(C) expressly  
 
provides that the appointment shall not be so revoked. 
 
 
(3) An authorized institution is not required to give any notice to the Monetary  
 
Authority pursuant to section 72A(2A) as a consequence of the operation of  
 
subsection (1). 
 
 
(4) During the period for which a direction given under section 52(1)(C) is in  
 
force in respect of an authorized institution incorporated in Hong Kong- 
 
 
  (a) no meeting of the institution may be held except with the  
 
   consent, and in the presence, of the Manager of the institution; 
 
 
  (b) no resolution may be passed at a meeting of the institution  
 
   except with the consent of the Manager of the institution. 
 
 
(5) Subject to section 53D, it is hereby declared that- 
 
 
  (a) any resolution passed, or purporting to have been passed, in  
 
   contravention of subsection (4)(b); 
 
 
  (b) any thing done in reliance on any such resolution, 
 
    
shall be invalid by reason of that contravention. 
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(6)  Where- 
 
 
  (a) any member or director of an authorized institution requests the  
 
   Manager of the institution to give a consent referred to in  
 
   subsection (4)(a) in relation to the institution, the Manager shall  
 
   not unreasonably refuse to give such consent; 
 
 
  (b) such consent is given, the Manager shall attend the meeting of  
 
   the institution to which such consent relates. 
 
 
(7) During the period for which a direction given under section 52(1)(C) is in  
 
force in respect of an authorized institution incorporated outside Hong Kong- 
 
 
  (a) the institution shall, in respect of any proposed resolution  
 
   which, whether directly or indirectly, may affect any of the  
 
   affairs, business and property of the institution, submit to the  
 
   Manager of the institution, not later than 14 days before the  
 
   meeting of the institution at which the resolution is to be moved  
 
   (or such shorter period as is approved by the Manager in any  
 
   particular case)- 
 
 
   (i) a copy of the resolution; and 
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   (ii) notice in writing of the date, time and place of the  
 
    meeting; 
 
 
  (b) the Manager may, in respect of a resolution referred to in  
 
   paragraph (a), by notice in writing served on the institution at its  
 
   principal place of business outside Hong Kong before the time  
 
   specified in the notice under paragraph (a)(ii) as being the time  
 
   at which the meeting of the institution at which the resolution is  
 
   to be moved is to be held, object to that resolution if, in his  
 
   opinion, that resolution, if passed, might adversely affect or  
 
   conflict with the discharge of his duties or the exercise of his  
 
   powers in respect of any of the affairs, business and property of  
 
   the institution. 
 
 
(8)  Subject to section 53D, it is hereby declared that- 
 
 
  (a) any resolution referred to in subsection (7)(a) passed or  
 
   purporting to have been passed, and in respect of which the  
 
   Manager of the authorized institution concerned- 
 
 
   (i) has not received a copy thereof under subsection  
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    (7)(a)(i); 
 
 
   (ii) has not received notice under subsection (7)(a)(ii) of the 
 
    date, time and place of the meeting at which the  
 
    resolution was moved; or 
 
 
   (iii) has made an objection under subsection (7)(b); 
 
 

(b)  any thing done in reliance on any such resolution,  
 
 
shall be invalid- 
 
 
  (i) by reason of paragraph (a)(i), (ii) or (iii), as the case may be; and 
 
 

(ii)  to the extent that the resolution relates to any of the affairs,  
 

business and property of the institution,  
 
 
until such time, if any, as the Manager, with the consent of the Monetary Authority,  
 
serves on the institution at its principal place of business outside Hong Kong a notice  
 
in writing stating that the resolution is approved with effect on and after the day on  
 
which such notice is so served. 
 
 
(9) Any person who acts or continues to act as a chief executive or director of an  
 
authorized institution in contravention of subsection (1) commits an offence and is  
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liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(10) In this section, “meeting”, in relation to an authorized institution- 
 
 
  (a)  means- 
 
 
   (i) any general meeting of the members of the institution; or 
 
 
   (ii) any meeting of the directors of the institution; and 
 
 
  (b) if the institution is incorporated outside Hong Kong, includes  
 
   any meeting of the creditors of the institution. 
 
 

Powers of Manager 
 
53C.(1)  Subject to the primary objective or objectives with which he shall 
 
comply, the Manager of an authorized institution- 
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  (a) may do all such things as may be necessary for the  
 
   management of the affairs, business and property of the  
 
   institution; and 
 
 
  (b) without limiting the generality of paragraph (a), shall have, and  
 
   may exercise, in respect of that institution, all the powers  
 
   specified in the Ninth Schedule. 
 
 
(2) The Manager of an authorized institution may require any person who has  
 
ceased to be or who is still a chief executive or director of the institution by virtue  
 
of section 53B(1) or (2), as the case may be, to submit such information in relation  
 
to the affairs, business and property of the institution as the Manager may  
 
reasonably require for the discharge of his duties or the exercise of his powers in  
 
respect of the institution, and such information shall be submitted within such  
 
period and in such manner as the Manager may require. 
 
 
(3) Subject to subsection (4), the Manager of an authorized institution 
 
may- 
 
 
  (a) if the institution is incorporated in Hong Kong- 
 
 
   (i) appoint any person (including a person referred to in  
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    section 53B(1)(a)) to be a chief executive or director of  
 
    the institution, whether to fill a vacancy arising from the  
 
    operation of section 53B(1)(a) or otherwise; 
 
 
   (ii) at any meeting of the members of the institution, move  
 
    any resolution which is seconded by a member or which  
 
    has the approval of the Monetary Authority; 
 
 
   (iii) at any meeting of the directors of the institution, move  
 
    any resolution which is seconded by a director or which  
 
    has the approval of the Monetary Authority; 
 
 
   (iv) call any meeting of the members, directors or creditors  
 
    of the institution; 
 
 
  (b) if the institution is incorporated outside Hong Kong, appoint  
 
   any person (including a person referred to in section 53B(1)(b))  
 
   to be a chief executive in respect of the business in Hong Kong  
 
   of the institution, whether to fill a vacancy arising from the  
 
   operation of section 53B(1)(b) or otherwise; 
 
 
  (c) revoke any appointment to which section 53B(2) applies or  
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   made pursuant to paragraph (a)(i) or (b). 
 
 
(4) The Manager of an authorized institution shall not exercise any power 
 
conferred on him under subsection (3)(a)(i), (ii) or (iii), (b) or (c) except with the 
 
approval of the Monetary Authority. 
 
 
(5) Section 71(1) shall not apply to any appointment made pursuant to 
 
subsection (3)(a)(i) or (b). 
 
 
(6) An authorized institution is not required to give any notice to the Monetary  
 
Authority pursuant to section 72A(2A) as a consequence of any appointment, or  
 
the revocation of any appointment, made pursuant to subsection (3)(a)(i), (b) or  
 
(c). 
 
 
(7) During the period for which a direction given under section 52(1)(C) is in  
 
force in respect of an authorized institution, any power conferred on- 
 
 
  (a) the institution or a member, director, chief executive, manager  
 
   or officer of the institution, whether by- 
 
 
   (i)  this Ordinance or the Companies Ordinance (Cap. 32); 
 
 
   (ii) the memorandum or articles of association (including, in  
 
    the case of an authorized institution incorporated outside  
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    Hong Kong, the equivalent, in the place where it is  
 
    incorporated, of the memorandum or articles of  
 
    association); or 
 
 
   (iii) any other instrument under which it is incorporated; 
 
 
  (b) if the institution is incorporated outside Hong Kong, any  
 
   relevant office-holder, 
 
 
which could be exercised in such a way as to interfere with the exercise by the  
 
Manager of the institution of his powers is not exercisable except with the consent  
 
of the Manager, which consent may be given either generally or in any particular  
 
case. 
 
 
(8) For the avoidance of doubt, it is hereby declared that during the period for  
 
which a direction given under section 52(1)(C) is in force in respect of an  
 
authorized institution incorporated outside Hong Kong, where there is any conflict  
 
or inconsistency between- 
 
 
  (a) a direction given by the Manager of the institution (including a  
 
   direction to a person referred to in paragraph (b)); and 
 
 
  (b) a direction given by a member, director, chief executive,  
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   manager or officer of the institution or any relevant office- 
 
   holder, 
 
 
in relation to the affairs, business and property of the institution, the direction  
 
referred to in paragraph (a) shall, to the extent of the conflict or inconsistency, as  
 
the case may be, prevail over the direction referred to in paragraph (b). 
 
 
(9) Subject to the primary objective or objectives with which he shall comply, in  
 
exercising his powers the Manager of an authorized institution shall be deemed to  
 
act as the institution's agent and, in relation thereto, section 9 of the Prevention of  
 
Bribery Ordinance (Cap. 201) shall apply to- 
 
 
  (a) the Manager acting as such agent; and 
 
 
  (b) any person who offers an advantage, within the meaning of that  
 
   Ordinance, to the Manager acting as such agent,  
 
as if subsections (4) and (5) of that section were omitted. 
 
 
(10) A person dealing with the Manager of an authorized institution in good faith  
 
and for good consideration is not concerned to inquire whether the Manager is- 
 
 
  (a) acting within his powers; 
 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 124 

  (b) complying with the primary objective or objectives. 
 
 
(11)  With the prior approval in writing of the Monetary Authority, the Manager  
 
of an authorized institution may, with or without restrictions as he thinks fit,  
 
delegate in writing to any person any of the duties and powers imposed or  
 
conferred on a Manager under this Ordinance except any such duty or power  
 
which he may not discharge or exercise, as the case may be, by virtue of a notice  
 
under section 52(3G). 
 
 
(12)  A delegate of the Manager of an authorized institution- 
 
 
  (a) shall discharge the delegated duties and may exercise the  
 
   delegated powers as if the delegate were the Manager; and 
 
 
  (b) shall be presumed to be acting in accordance with the terms of  
 
   the delegation in the absence of evidence to the contrary. 
 
 
(13) Any person who fails without reasonable excuse to comply with any  
 
requirement under subsection (2) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
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   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(14) Any person who signs any document for the purposes of complying with  
 
any requirement under subsection (2) which he knows or reasonably ought to  
 
know to be false in a material particular commits an offense and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(15) Any person who produces any book, account, document, security or  
 
information for the purpose of complying with any requirement under subsection 
 
(2) which is false in a material particular commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
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  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(16) In this section, “relevant office-holder”, in relation to an authorized  
 
institution incorporated outside Hong Kong, means any person acting- 
 
 
  (a) in relation to the institution; and 
 
 
  (b) in a place outside Hong Kong, 
 
 
in any office similar to that of- 
 
 
   (i) a liquidator, provisional liquidator, receiver or manager  
 
    under the law of insolvency in Hong Kong; 
 
 
   (ii) an administrator under the law of insolvency in the  
 
    United Kingdom; 
 
 
   (iii) an office specified in a notice under subsection (17) to be  
 
    an office for the purposes of this definition. 
 
 
(17)  The Financial Secretary may, by notice in the Gazette, specify an office to  
 
be an office for the purposes of the definition of “relevant office-holder”. 
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(18) It is hereby declared that a notice under subsection (17) is subsidiary  
 
legislation. 
 

 
High Court may approve certain resolutions 

 
53D.(1) During the period for which a direction given under section 52(1)(C)  
 
is in force in respect of an authorized institution incorporated in Hong Kong, the  
 
High Court may, on the application of- 
 
 
  (a) the Manager of the institution; or 
 
 
  (b) not less than 100 members of, or members holding not less  
 
   than one-tenth of the total number of issued shares in, the  
 
   institution, 
 
 
approve or refuse to approve any resolution which- 
 
 
   (i) where paragraph (a) is applicable, was proposed to be  
 
    moved at a general meeting of the members of the  
 
    institution but which was not so moved because a  
 
    quorum for the meeting was not obtained; 
 
 
   (ii) where paragraph (a) or (b) is applicable, has been  
 
    properly moved at a general meeting of the members of  
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    the institution but which has not, for whatever reason,  
 
    been passed. 
 
 
(2) During the period for which a direction given under section 52(1)(C) is in  
 
force in respect of an authorized institution incorporated outside Hong Kong, the  
 
High Court may, on the application of the institution, approve or refuse to approve  
 
any resolution- 
 
 
  (a) which has been passed, or which purports to have been passed,  
 
   at a meeting within the meaning of section 53B(10); 
 
 
  (b) which is invalid by reason of section 53B(8)(a)(iii); and 
 
 
  (c) a copy of which has been provided, in the form in which it was  
 
   passed, or purports to have been passed, as the case may be, to  
 
   the Manager by the institution not later than 14 days after the  
 
   day on which it was passed, or purports to have been passed, as  
 
   the case may be. 
 
 
(3) On the hearing of an application under subsection (1) 
 
 
  (a) the Manager and any member of the authorized institution  
 
   concerned; and 
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  (b) the Monetary Authority, 
 
 
shall be entitled to be heard on the application and to call, examine and cross- 
 
examine any witness and, if he so thinks fit, support or oppose the making of the  
 
application. 
 
 
(4) On the hearing of an application under subsection (2)- 
 
 
  (a) the Manager, any chief executive (other than a chief executive  
 
   who either holds his appointment by virtue of the operation of  
 
   section 53B(2) or is appointed under section 53C(3)(b)) and a  
 
   director of the authorized institution concerned, and any relevant  
 
   office-holder within the meaning of section 53C(l 6); and 
 
 
  (b) the Monetary Authority, 
 
 
shall be entitled to be heard on the application and to call, examine and cross- 
 
examine any witness and, if he so thinks fit, support or oppose the making of the  
 
application. 
 
 
(5) Where the High Court approves a resolution referred to in subsection 
 
(1) or (2), then the resolution shall be deemed to have been passed upon, and shall  
 
take effect on and after, that approval or such later time as the High Court thinks fit. 
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(6) For the avoidance of doubt, it is hereby declared that where the High Court  
 
approves a resolution referred to in subsection (1) (where paragraph (ii) of that  
 
subsection is applicable) or (2), then section 53B(5) or (8), as the case may be,  
 
shall cease to apply to or in relation to the resolution on and after that approval  
 
takes effect. 
 
 

High Court may make certain orders 
 
53E.(1) Where, on the application of the Manager of an authorized institution  
 
at any time during the period for which a direction given under section 52(1)(C) is  
 
in force in respect of the institution, it appears to the High Court that- 
 
 
  (a) any person is about to do an act which, if done, might adversely  
 
   affect or conflict with; or 
 
 
  (b) any person has done an act which adversely affects or conflicts  
 
   with,  
 
the discharge of the Manager's duties or the exercise of the Manager's powers in  
 
respect of any of the affairs, business or property of the institution, then, subject to  
 
subsection (4), the High Court may, without prejudice to the operation of any of  
 
the other provisions of this Part or to any order the High Court would be entitled to  
 
make otherwise than by or by virtue of this section, make one or more of the  
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following orders- 
 
 
   (i) if paragraph (a) is applicable, an order restraining the  
 
    person referred to in that paragraph from doing the act  
 
    referred to in that paragraph; 
 
 
   (ii) if paragraph (b) is applicable- 
 
 
    (A) an order declaring the act referred to in that  
 
     paragraph to be invalid with effect on and after the  
 
     date on which the order is made (but without  
 
     prejudice to the validity of such act, or any thing  
 
     done in reliance on such act, before that date); 
 
 
    (B) an order declaring any thing done in reliance on  
 
     such act to be invalid with effect on and after the  
 
     date on which the order is made (but without  
 
     prejudice to the validity of such act, or any thing  
 
     done in reliance on such act, before that date); 
 
 
   (iii)  for the purpose of securing compliance with any other  
 
    order under this section, an order directing a person to do  
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    or refrain from doing a specified act; 
 
 
   (iv) any ancillary order which the High Court considers  
 
    necessary in consequence of the making of any other  
 
    order under this section. 
 
 
(2) The High Court may, before making an order under subsection (1), direct  
 
that notice of the application under that subsection be given to such persons as it  
 
thinks fit or direct that notice of the application be published in such manner as it  
 
thinks fit, or both. 
 
 
(3) Subject to subsection (4), the High Court may, of its own volition or on an  
 
application made to it for that purpose, by order reverse, vary or discharge an order  
 
made under subsection (1) or suspend the operation of such an order. 
 
 
(4) The High Court shall, before making an order under subsection (1) or (3),  
 
satisfy itself, so far as it can reasonably do so, that the order would not unfairly  
 
prejudice any person. 
 
 

Duration of direction under section 52(1)(B) or (C) 
 
53F.(1)  The Monetary Authority shall revoke a direction given under section 
 
52(1)(B) or (C) if- 
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  (a) after consultation with the Financial Secretary, it appears to the  
 
   Monetary Authority that it is no longer necessary for the  
 
   direction to remain in force; or 
 
 
  (b) it is necessary to do so to give effect to- 
 
 
   (i) a decision of the Governor in Council under section  
 
    53(1)(i); or 
 
 
   (ii) an order of the Governor in Council under subsection  
 
    (2). 
 
 
(2) The Governor in Council, upon the application of- 
 
 
  (a) in the case of an authorized institution the subject of a direction  
 
   given under section 52(1)(B), the institution; 
 
 
  (b) in the case of an authorized institution incorporated in Hong  
 
   Kong the subject of a direction given under section 52(1)(C),  
 
   not less than 100 members of, or members holding not less  
 
   than one-tenth of the total number of issued shares in, the  
 
   institution; 
 
 
  (c) in the case of an authorized institution incorporated outside  
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   Hong Kong the subject of a direction given under section  
 
   52(1)(C), any chief executive (other than a chief executive who  
 
   either holds his appointment by virtue of the operation of  
 
   section 53B(2) or is appointed under section 53C(3)(b)) or  
 
   director of the institution, or any relevant office-holder within  
 
   the meaning of section 53C(16), 
 
 
may, if he is satisfied that it is no longer necessary for the direction to remain in 
 
force, order the Monetary Authority to revoke that direction. 
 
 
(3) The revocation under subsection (1) of a direction given under section  
 
52(1)(B) or (C) shall- 
 
 
  (a) be in writing; 
 
 
  (b) be served on- 
 
 
   (i) the authorized institution specified in the direction at its  
 
    principal place of business in Hong Kong except that, in  
 
    the case of a direction given under section 52(1)(C) in  
 
    respect of an authorized institution incorporated outside  
 
    Hong Kong, it shall be served on the institution's  
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    principal place of business outside Hong Kong; and 
 
 
   (ii) the Advisor or Manager, as the case may be, of that  
 
    institution; and 
 
 
  (c) take effect immediately it is so served unless otherwise  
 
   specified in the revocation. 
 
 
(4) Notice of a revocation under this section of a direction given under section  
 
52(1)(C) shall be published by the Monetary Authority in the Gazette and in such  
 
other ways as appear to him expedient for notifying the public. 
 
 
(5) A revocation in writing under subsection (1) of a direction given under  
 
section 52(1)(B) or (C) includes a copy of the revocation. 
 
 
(6) For the avoidance of doubt, it is hereby declared that the revocation under  
 
subsection (1) of a direction given under section 52(1)(C) shall not revive any  
 
appointment deemed to be revoked as a consequence of the operation of section  
 
53B(1). 
 
 

Advisors, Managers and assistants 
 
53G.(1) An Advisor or Manager may at any time by notice in writing to the  
 
Monetary Authority resign his office, but any such resignation shall not take effect  
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unless and until it is accepted by the Monetary Authority.  
 
 
(2)  The Monetary Authority may at any time revoke the appointment of an  
 
Advisor or Manager. 
 
 
(3) Where the office of an Advisor or Manager becomes vacant pursuant to  
 
subsection (1) or (2), or due to the death of the holder of that office, the Monetary  
 
Authority shall forthwith- 
 
 
  (a) appoint a person to fill the vacancy; and 
 
 
  (b) serve a notice in writing, specifying the name and address of  
 
   the person so appointed, on the authorized institution concerned  
 
   at its principal place of business in Hong Kong except that, in  
 
   the case of an authorized institution incorporated outside Hong  
 
   Kong the subject of a direction given under section 52(1)(C), it  
 
   shall be served on the institution's principal place of business  
 
   outside Hong Kong. 
 
 
(4) The appointment of an Advisor or Manager shall be deemed to be revoked  
 
immediately upon the revocation under section 53F(1) of the direction given under  
 
section 52(1)(B) or (C) by virtue of which he holds his office. 
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(5) Subject to subsection (6), an Advisor or Manager may appoint such  
 
technical and professional persons (including any person who has been appointed  
 
under section 5A(3) of the Exchange Fund Ordinance (Cap. 66)) as he thinks fit to  
 
assist him in the discharge of his duties and exercise of his powers in respect of  
 
any of the affairs, business or property of the authorized institution concerned. 
 
 
(6) An Advisor or Manager shall not exercise his power under subsection (5)- 
 
 
  (a) unless he has the approval in writing of the Monetary Authority  
 
   to do so; and 
 
 
  (b) except in accordance with the conditions, if any, specified in the  
 
   approval. 
 
 
(7) The Monetary Authority, after consultation with the Financial Secretary,  
 
may at any time determine the remuneration and expenses to be paid by an  
 
authorized institution to- 
 
 
  (a) the Advisor of the institution or any person appointed under  
 
   subsection (5) by the Advisor; 
 
 
  (b) the Manager of the institution or any person appointed under  
 
   that subsection by the Manager, 
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and any such determination may be made whether or not- 
 
 
   (i) the appointment of the Advisor or Manager or any such  
 
    person has been revoked or has otherwise terminated; 
 
 
   (ii) the direction concerned given under section 52(1)(B) or  
 
    (C) has been revoked. 
 
 
(8) Where the Monetary Authority has made a determination under subsection  
 
(7), he shall- 
 
 
  (a) if the determination relates to an Advisor of an authorized  
 
   institution or to any person appointed under subsection (5) by  
 
   the Advisor, serve a copy of the determination on the institution  
 
   at its principal place of business in Hong Kong; 
 
 
  (b) if the determination relates to the Manager of an authorized  
 
   institution or to any person appointed under subsection (5) by  
 
   the Manager- 
 
 
   (i) as soon as is reasonably practicable, publish a notice in  
 
 
    the Gazette stating- 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 139 

 
    (A) that the determination has been made; and 
 
 
    (B) the name of that institution; 
 
 
   (ii) if the institution is incorporated in Hong Kong, provide a  
 
    copy of the determination to any member of the  
 
    institution who so requests; 
 
 
   (iii) if the institution is incorporated outside Hong Kong,  
 
    serve a copy of the determination on the institution at its  
 
    principal place of business outside Hong Kong and  
 
    provide a copy of the determination to the chief executive  
 
    (other than a chief executive who either holds his  
 
    appointment by virtue of the operation of section 53B(2)  
 
    or is appointed under section 53C(3)(b)), director or  
 
    member of the institution, or any relevant office-holder  
 
    within the meaning of section 53C(16), who so requests. 
 
 
(9) Where a determination has been made under subsection (7), then any person  
 
aggrieved by the determination may appeal to the Governor in Council against the  
 
determination, but that determination shall take effect immediately, notwithstanding  
 
that an appeal has been or may be made under this subsection. 
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(10) Without prejudice to the generality of section 131, the Monetary Authority  
 
may, after consultation with the Financial Secretary, use the Exchange Fund  
 
established by the Exchange Fund Ordinance (Cap. 66) to pay, either in whole or  
 
in part, any remuneration and expenses payable pursuant to a determination under  
 
subsection (7). 
 
 

Obstruction, etc. of Manager 
 
53H. Any person who wilfully obstructs, resists or delays- 
 
 
  (a) the Manager of an authorized institution in the lawful discharge  
 
   of his duties, or the lawful exercise of his powers, in respect of  
 
   the institution; or 
 
 
  (b) any other person lawfully assisting the Manager in such  
 
   discharge of such duties or such exercise of such powers, 
 
    
commits an offence and is liable- 
 
 
   (i) on conviction upon indictment to a fine of $1,000,000  
 
    and to imprisonment for 5 years and, in the case of a  
 
    continuing offence, to a further fine of $50,000 for every  
 
    day during which the offence continues; or 
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   (ii) on summary conviction to a fine of $50,000 and to  
 
    imprisonment for 2 years and, in the case of a continuing  
 
    offence, to a further fine of $5,000 for every day during  
 
    which the offence continues. 
 
 
54. (Repealed) 
 

 
Examination and investigation of authorized institutions, etc. 

 
55.(1)  Without limiting the generality of section 52, the Monetary Authority 
 
may at any time, with or without prior notice to the authorized institution, examine  
 
the books, accounts and transactions of any authorized institution and, in the case  
 
of an authorized institution incorporated in Hong Kong, any local branch, overseas  
 
branch, overseas representative office or subsidiary, whether local or overseas, of  
 
such institution. 
 
 
(2) Without limiting the generality of section 52, the Monetary Authority shall  
 
investigate the books, accounts and transactions of an authorized institution- 
 
 
  (a) if shareholders of the institution holding not less than one-third  
 
   of the total number of issued shares in the institution, or  
 
   depositors holding not less than one-tenth of the gross amount  
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   of the total deposit liabilities in Hong Kong of the institution or  
 
   a sum equal to the aggregate of the paid-up share capital of the  
 
   institution and its published reserve, whichever is the greater,  
 
   apply to him to make such an investigation and submit to him  
 
   such evidence as he considers necessary to justify the  
 
   investigation and furnish such security for the payment of the  
 
   costs of the investigation as he may require; or 
 
 
  (b) if the institution suspends payment or informs him of its  
 
   intention to suspend payment. 
 
 
(3) Where an investigation is made by the Monetary Authority pursuant to  
 
subsection (2), the Financial Secretary may order that all expenses incurred in such  
 
investigation shall be defrayed- 
 
 
  (a) by the authorized institution; or 
 
 
  (b) if the investigation was made pursuant to subsection (2)(a),  
 
   either wholly by the persons who applied for the making of the  
 
   investigation or partly by the authorized institution in such  
 
   proportions as he considers to be just. 
 
 

Production of authorized institution's books, etc. 
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56.(1) For the purposes of an examination or investigation under section 55, an  
 
authorized institution and, in the case of an authorized institution incorporated in  
 
Hong Kong, any local branch, overseas branch, overseas representative office or  
 
subsidiary, whether local or overseas, of such institution shall afford the person  
 
carrying out the examination or investigation access to its books and accounts, to  
 
documents of title to its assets and other documents, to all securities held by it in  
 
respect of its customers' transactions and its cash and to such information and  
 
facilities as may be required to conduct the examination or investigation, and shall  
 
produce to the person carrying out the examination or investigation such books,  
 
accounts, documents, securities, cash or other information as he may require: 
 
 

Provided that, so far as is consistent with the conduct of the examination or  
 
investigation, such books, accounts, documents, securities and cash shall not be  
 
required to be produced at such times and such places as shall interfere with the  
 
proper conduct of the normal daily business of the institution, local branch,  
 
overseas branch, overseas representative office or subsidiary, as the case may be.  
 
 
(2) Every director and every manager of an authorized institution which,  
 
without reasonable excuse, contravenes this section (which contravention shall  
 
include a contravention by any of the institution's local branches, overseas  
 
branches, overseas representative offices or subsidiaries) commits an offence  
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and is liable-  
 
 
  (a) on conviction upon indictment to a fine of $100,000 and to  
 
   imprisonment for 12 months; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offense, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(3) If any authorized institution or any local branch, overseas branch, 
 
overseas representative office or subsidiary of the institution produces any book, 
 
account, document, security or information whatsoever under this section which 
 
is false in a material particular, every director and every manager of the institution  
 
commits an offence and is liable -  
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
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57-58.  (Repealed) 
 
 
 

PART XI - Audits And Meetings 
 
 

Audit 
 
59.(1) Every authorized institution, and its auditors, shall comply with the  
 
Companies Ordinance (Cap. 32) with respect to the audit of a company's accounts,  
 
whether or not the institution is incorporated under that Ordinance. 
 
 
(2) The Monetary Authority may, after consultation with an authorized  
 
institution, by notice in writing to the institution require the institution to submit to  
 
him a report- 
 
 
  (a) subject to subsection (3), prepared by an auditor or auditors  
 
   appointed by the institution; 
 
 
  (b) on such matters as the Monetary Authority may reasonably  
 
   require for the exercise of his functions under this Ordinance  
 
   including, but without limiting the generality of such matters,  
 
   such a report- 
 
 
   (i) on the state of affairs or profit and loss, or both, of the  
 
    institution based on an audit of the institution's accounts  
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    carried out in respect of the period specified in the notice  
 
    requiring such a report; or 
 
 
   (ii) on whether or not the institution has in place systems of  
 
    control which are adequate to enable, as much as is  
 
    practicable, the affairs, business and property of the  
 
    institution to be prudently managed and the institution to  
 
    comply with its duties under this Ordinance; and  
 
 
  (c) within such period and prepared in such manner as the  
 
   Monetary Authority may reasonably require.  
 
 
(3) The auditor or auditors appointed by an authorized institution to prepare a  
 
report required under subsection (2) shall be- 
 
 
  (a) an auditor or auditors appointed by the institution prior to the  
 
   report being so required and approved by the Monetary  
 
   Authority for the purpose of preparing the report; 
 
 
  (b) an auditor approved, or an auditor from amongst auditors  
 
   nominated, by the Monetary Authority for the purpose of  
 
   preparing the report after consultation with the institution; or 
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  (c) an auditor referred to in paragraph (a) and an auditor referred to  
 
   in paragraph (b), 
 
 
as may be required by the Monetary Authority. 
 
 
(4) Section 60(1) shall not apply to anything done for the purposes of  
 
subsection (2)(b)(i) unless otherwise specified by the Monetary Authority by  
 
notice in writing to the authorized institution concerned.  
 

 
(5) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) or (2) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence under subsection (2), to a further fine of $10,000 for  
 
   every day during which the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence under subsection (2), to a further fine of $5,000 for  
 
   every day during which the offence continues.  
 
 
(6)  In this section- 
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 “adequate”, in relation to systems of control, includes operating effectively; 
 
 
 “systems of control” includes procedures.  
 
 

Notification in respect of auditors 
 
59A.(1) An authorized institution incorporated in Hong Kong shall  
 
immediately give written notice to the Monetary Authority if- 
 
 
  (a) the institution- 
 
 
   (i) proposes to give notice to its members of an ordinary  
 
    resolution removing an auditor before the expiration of  
 
    his term of office; or 
 
 
   (ii) gives notice to its members of an ordinary resolution  
 
    replacing an auditor at the expiration of his term of  
 
    office; or  
 
 
  (b) a person ceases to be an auditor of the institution otherwise than  
 
   in consequence of such a resolution. 
 
 
(2) An auditor of an authorized institution appointed under section 131 of the  
 
Companies Ordinance (Cap. 32) shall immediately give written notice to the  
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Monetary Authority if he- 
 
 
  (a) resigns before the expiration of his term of office; 
 
 
  (b) does not seek to be re-appointed; or 
 
 
  (c) decides to include in his report on the institution's accounts any  
 
   qualification or adverse statement as to a matter mentioned in  
 
   section 141 of the Companies Ordinance (Cap. 32). 
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and to a further fine of $10,000 for  
 
   every day for which the institution fails to give the notice  
 
   required under that subsection to the Monetary Authority; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and to a further fine of $5,000 for  
 
   every day for which the institution fails to give the notice  
 
   required under that subsection to the Monetary Authority. 
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Publication of audited balance sheet, etc. 
 
60.(1) Every authorized institution incorporated in Hong Kong shall, not later than  
 
4 months after the close of each financial year, or within such further period as the  
 
Monetary Authority approves in writing, publish, in accordance with Part I of the  
 
Tenth Schedule, a notice- 
 
 
  (a) relating to the institution's audited annual accounts for that year; 
 
 
  (b) complying with the requirements of Part 2 of that Schedule;  
 
   and 
 
 
  (c) in the specified form, if any. 
 
 
(2) An authorized institution shall- 
 
 
  (a) lodge with the Monetary Authority a copy of each notice it is  
 
   required under subsection (1) to publish; and 
 
 
  (b) so lodge such copy not later than 7 days before the publication  
 
   of the notice of which it is a copy. 
 
 
(3) Where an authorized institution has complied with subsection (1) in respect  
 
of a financial year, it shall, as soon as is practicable thereafter exhibit- 
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  (a) a copy of its audited annual accounts for that year; 
 
 
  (b) a copy of the report of the auditors made pursuant to section  
 
   141 of the Companies Ordinance (Cap. 32); 
 
 
  (c) a copy of the report of the directors laid or to be laid before the  
 
   company in general meeting in accordance with section  
 
   129D(1) of that Ordinance; 
 
 
  (d) the full and correct names of all persons who are directors or  
 
   managers for the time being of the institution; and 
 
 
  (e) the names of all subsidiaries, for the time being, of the  
 
   institution, 
 
 
in a conspicuous position in the principal place of business of the institution in  
 
Hong Kong and in each local branch and, in the case of each of the documents,  
 
until the next time a document of the same kind is so exhibited in compliance with  
 
this subsection. 
 
 
(4) A copy of each of the documents referred to in subsection (3) shall be  
 
lodged with the Monetary Authority by an authorized institution, prior to first  
 
exhibition thereof under that subsection, with a list of the names of all companies  
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of which, for the time being, its directors are also directors. 
 
 
(5) Every authorized institution incorporated outside Hong Kong shall, not later  
 
than 6 months after the close of each financial year, or within such further period as  
 
the Monetary Authority approves in writing, lodge with the Monetary Authority- 
 
 
  (a) a copy of its audited annual balance sheet (including any notes  
 
   thereon), and a copy of the profit and loss account for that year; 
 
 
  (b) a copy of the report of the auditor, or any person exercising a  
 
   similar function in accordance with the law of the place in  
 
   which the institution is incorporated, upon that annual balance  
 
   sheet (including any notes thereon) and profit and loss account;  
 
   and 
 
 
  (c) a copy of the report of the directors with respect to the profit or  
 
   loss of the institution for that year and the state of the  
 
   institution's affairs as at the end thereof where the law of the  
 
   place in which the institution is incorporated requires such a  
 
   report. 
 
 
(6) The Monetary Authority may by notice in writing exempt an authorized  
 
institution which has complied with subsection (5) from section 59(1) subject to  
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such conditions as he may think proper to attach thereto. 
 
 
(7) Where an authorized institution has complied with subsection (5) in respect  
 
of a financial year, it shall, unless otherwise permitted by the Monetary Authority,  
 
as soon as practicable thereafter exhibit a copy of each document lodged with the  
 
Monetary Authority under that subsection- 
 
 
  (a) in a conspicuous position in the principal place of business of  
 
   the institution in Hong Kong and in each local branch; and 
 
 
  (b) in the case of any such document, until the next time a  
 
   document of the same kind is so exhibited in compliance with  
 
   this subsection. 
 
 
(8)  The Monetary Authority may require any authorized institution to 
 
submit such further information as he may think necessary for the proper  
 
understanding of any document it has under subsection (2), (4) or (5) lodged with  
 
the Monetary Authority; and such information shall be submitted within such  
 
period and in such manner as the Monetary Authority may require. 
 
 
(9) Every director and every manager of an authorized institution which  
 
contravenes subsection (1), (2), (3), (4), (5) or (7) commits an offence and is  
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liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000; or 
 
 
  (b) on summary conviction to a fine of $50,000, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(10) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement under subsection (8)  
 
commits an offence and is liable on conviction upon indictment or on summary  
 
conviction to a fine of $50,000 and to imprisonment for 6 months and, in the case  
 
of a continuing offence, to a further fine of $2,500 for every day during which the  
 
offence continues. 
 
 
(11)  In this section and the Tenth Schedule, “audited annual accounts”, in relation  
 
to an authorized institution- 
 
 
  (a) means the institution's balance sheet and profit and loss  
 
   account, together with any notes thereon, which are subject to a  
 
   report by the institution's auditor pursuant to section 141 of the  
 
   Companies Ordinance (Cap. 32); and 
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  (b) includes the institution's cash flow statement, together with any  
 
   notes thereon, if that auditor expresses an opinion on the  
 
   institution's cash flow in that report. 

 
 

Communication by auditor with Monetary Authority 
 
61.(1)  No duty which an auditor of an authorized institution may be subject 
 
to shall be regarded as contravened by reason of his communicating in good faith  
 
to the Monetary Authority, whether or not in response to a request made by the  
 
Monetary Authority, any information or opinion on a matter of which he becomes  
 
aware in his capacity as auditor and which is relevant to any function of the  
 
Monetary Authority under this Ordinance.  
 
 
(2) Subsection (1) applies to an auditor of a former authorized institution and a  
 
former auditor as it applies to an auditor of an authorized institution. 

 
 
62.  (Repealed) 
 
 

 
PART XII -  Disclosure Of Information By Authorized Institution s 

 
 

Returns and information to be submitted to the Monetary Authority 
 
63.(1) Every authorized institution shall submit to the Monetary Authority- 
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  (a) not later than 14 days after the last day of each calendar month a  
 
   return showing the assets and liabilities of its principal place of  
 
   business in Hong Kong and all local branches thereof at the  
 
   close of business on the last business day or last day of that  
 
   month; and 
 
 
  (b) not later than 14 days after the last day of each quarter ending  
 
   on 31 March, 30 June, 30 September and 31 December  
 
   respectively, or upon any other day which may be approved by  
 
   the Monetary Authority, a return relating to its principal place of  
 
   business in Hong Kong and all local branches thereof as at the  
 
   close of business on the last business day or last day of the  
 
   preceding quarter: 
 
 

Provided that the Monetary Authority may by permission in writing allow the  
 
returns referred to in paragraphs (a) and (b) to be submitted at less frequent  
 
intervals.  
 
 
(2) The Monetary Authority may require an authorized institution to submit  
 
(including periodically submit) such further information as he may reasonably  
 
require for the exercise of his functions under this Ordinance and such information  
 
shall be submitted within such period (or, where such information is required  
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periodically, within such periods) and in such manner as the Monetary Authority  
 
may require.  
 
 
(2A)  The Monetary Authority may require- 
 
 
  (a) any holding company of an authorized institution; 
 
 
  (b) any subsidiary of any such holding company; or 
 
 
  (c) any subsidiary of an authorized institution, 
 
 
to submit such information- 
 
 
   (i) in any case, as he may reasonably require for the exercise  
 
    of his functions under this Ordinance; 
 
 
   (ii) in the case of paragraph (a) or (b), that the Monetary  
 
    Authority considers is necessary to be submitted in the  
 
    interests of the depositors or potential depositors of the  
 
    authorized institution concerned; and 
 
 
   (iii)  within such period and in such manner as the Monetary 
 
    Authority may require.  
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(3) The Monetary Authority may require an authorized institution to submit to  
 
him, on or before such date as he may reasonably specify in the requirement, a  
 
report prepared by, subject to subsection (3B), an auditor or auditors appointed by  
 
the institution as to whether or not, in the opinion of the auditor or auditors, a return  
 
submitted to him pursuant to subsection (1), or information submitted to him  
 
pursuant to subsection (2), by the institution is correctly compiled, in all material  
 
respects, from the books and records of the institution and, if not so correctly  
 
compiled, the nature and extent of the incorrectness.  
 
 
(3A)  The Monetary Authority may require an authorized institution to submit to  
 
him, on or before such date as he may reasonably specify in the requirement and,  
 
subject to subsection (3C), in respect of the period specified in the requirement, a  
 
report prepared by, subject to subsection (3B), an auditor or auditors appointed by  
 
the institution as to all or any of the following- 
 
 
  (a) whether or not, during that period, in the opinion of the auditor  
 
   or auditors, the institution had in place systems of control  
 
   which were adequate to enable, as much as is practicable- 
 
 
   (i) the institution's returns or information to be correctly  
 
    compiled, in all material respects, from the books and  
 
    records of the institution; 
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   (ii) the institution to comply with its duties under Parts XII,  
 
    XV, XVII and XVIII; 
 
 
   (iii) if the institution is incorporated in Hong Kong, the  
 
    institution to maintain adequate provision for  
 
    depreciation or diminution in the value of its assets  
 
    (including provision for bad and doubtful debts), for  
 
    liabilities which will or may fall to be discharged by it  
 
    and for losses which will or may occur, 
 
 
and, if the opinion is that those systems were not adequate, the nature and extent of  
 
any inadequacies; 
 
 
  (b) subject to subsection (3D), whether or not, during that period- 
 
 
   (i) there appears to the auditor or auditors to be any material  
 
    contravention by the institution of any of the duties  
 
    referred to in paragraph (a)(ii), and, if it so appears, the  
 
    nature of the contravention and the evidence therefor; 
 
 
   (ii) if the institution is incorporated in Hong Kong, it appears  
 
    to the auditor or auditors that the institution has failed to  
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    maintain the adequate provision referred to in paragraph  
 
    (a)(iii), and, if it so appears, the reasons or evidence  
 
    therefor; 
 
 
   (iii) subject to subsection (3E), there was any matter which,  
 
    in the opinion of the auditor or auditors, adversely affects  
 
    the financial position of the institution to a material  
 
    extent, and if there was, the nature of the matter and the  
 
    reason why the auditor or auditors is or are of that  
 
    opinion.  
 
 
(3B)  The auditor or auditors appointed by an authorized institution to prepare a  
 
report required under subsection (3) or (3A) shall be- 
 
 
  (a) an auditor or auditors appointed by the institution prior to the  
 
   report being so required and approved by the Monetary  
 
   Authority for the purpose of preparing the report; 
 
 
  (b) an auditor approved, or an auditor from amongst auditors  
 
   nominated, by the Monetary Authority for the purpose of  
 
   preparing the report after consultation with the institution; or 
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  (c) an auditor referred to in paragraph (a) and an auditor referred to  
 
   in paragraph (b),  
 
 
as may be required by the Monetary Authority.  
 
 
(3C)  No period specified in a requirement under subsection (3A) shall exceed 12  
 
months unless the Monetary Authority is satisfied that a longer period is required  
 
in the interests of depositors of the authorized institution concerned or the public  
 
interest.  
 
 
(3D)  No report shall be required under subsection (3A) as to a matter referred to  
 
in paragraph (b) of that subsection unless the report is also required as to a matter  
 
referred to in paragraph (a) of that subsection.  
 
 
(3E)  In relation to any authorized institution incorporated outside Hong Kong,  
 
subsection (3A)(b)(iii) shall apply only to its principal place of business in Hong  
 
Kong and its local branches, and shall do so as if that principal place of business  
 
and those branches were collectively a separate authorized institution.  
 
 
 
(3F)  In this section- 
 
 
 “adequate”, in relation to systems of control, includes operating effectively;  
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 “systems of control” includes procedures.  
 
 
(4) Notwithstanding section 120, the Monetary Authority may prepare and  
 
publish consolidated statements aggregating the figures in the returns furnished  
 
under subsection (1). 
 
 
(5) Every director and every manager of an authorized institution which  
 
contravenes subsection (1), or fails to comply with any requirement under  
 
subsection (3) or (3A), commits an offence and is liable on conviction upon  
 
indictment or on summary conviction to a fine of $50,000 and, in the case of a  
 
continuing offence, to a further fine of $5,000 for every day during which the  
 
offence continues.  
 
 
(6) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement under subsection (2),  
 
and every director and every manager of a holding company of an authorized  
 
institution, subsidiary of such holding company or subsidiary of an authorized  
 
institution which fails without reasonable excuse to comply with any requirement  
 
under subsection (2A), commits an offense and is liable  
 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
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   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(7) Any person who signs any document for the purposes of this section which  
 
he knows or reasonably ought to know to be false in a material particular commits  
 
an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Information on shareholding, etc. 
 
64.(1) Every authorized institution shall, if so required by the Monetary Authority,  
 
inform him of the name and address of, and the nature of the business carried on  
 
by, every company  -  
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  (a) in which the institution holds the beneficial ownership, directly  
 
   or indirectly, of an aggregate of 20 per cent or more of the share  
 
   capital; 
 
 
  (b) where any director or manager of that company is also a  
 
   director or manager of the institution; 
 
 
  (c) where the name of that company has common features with the  
 
   name of the institution; 
 
 
  (d) which, by whatever means, acts in concert with the institution  
 
   to promote the institution's business; or 
 
 
  (e) the controller of which is also the controller of the institution. 
 
 
(2) The Monetary Authority may require any authorized institution which has  
 
submitted to him information pursuant to subsection (1) to submit to him such  
 
further information as he may reasonably require for the exercise of his functions  
 
under this Ordinance.  
 
 
(3) Information that is required to be submitted under this section shall be  
 
submitted within such period and in such manner as the Monetary Authority may  
 
require. 
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(4) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement under this section  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(5) Any person who signs any document for the purposes of this section which  
 
he knows or reasonably ought to know to be false in a material particular commits  
 
an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
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   imprisonment for 6 months. 
 
 
(6) If an authorized institution produces any book, account, document, security  
 
or information under this section which is false in a material particular, every  
 
director and every manager of the institution commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Alteration in constitution 
 
65.(1) An authorized institution, within 30 days after the making of any alteration  
 
to the memorandum of association, articles of association or other instrument  
 
under which it is incorporated, shall furnish to the Monetary Authority particulars  
 
of such alteration in writing, verified by a director of the institution.  
 

 
(2) Every director and every manager of an authorized institution which  
 
contravenes this section commits an offence and is liable on conviction upon  
 
indictment or on summary conviction to a fine of $50,000 and, in the case of a  
 
continuing offence, to a further fine of $5,000 for every day during which the  
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offence continues. 
 
 

Authorized institution to notify Monetary Authority   
 

when it ceases to take deposits 
 
66.(1) An authorized institution which ceases to carry on the business of taking  
 
deposits or, as the case may be, banking business, shall forthwith notify the  
 
Monetary Authority in writing of that fact.  
 
 
(2) Every director and every manager of an authorized institution which fails to  
 
comply with this section commits an offence and is liable on conviction upon  
 
indictment or on summary conviction to a fine of $10,000. 
 
 

Duty to report inability to meet obligations 
 
67.(1) If any authorized institution is likely to become unable to meet its obligations  
 
or if it is about to suspend payment it shall forthwith report all relevant facts,  
 
circumstances and information to the Monetary Authority.  
 
 
(2) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with subsection (1) commits an offence and  
 
is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
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   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 

Examination by authorities outside Hong Kong 
 
68. The appropriate recognized banking supervisory authority of a place 
 
outside Hong Kong may, with the approval of the Monetary Authority, 
 
examine- 
 
 
  (a) the books, accounts and transactions of the principal place of  
 
   business in Hong Kong, or any local branch, of an authorized  
 
   institution which- 
 
 
   (i) is incorporated in that place or in respect of which the  
 
    Monetary Authority is of the opinion that the authority  
 
    has primary supervisory responsibility; or 
 
 
   (ii) is incorporated in or outside Hong Kong and is a  
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    subsidiary of a company which is incorporated in that  
 
    place or in respect of which the Monetary Authority is of  
 
    the opinion that the authority has primary supervisory  
 
    responsibility; 
 
 
  (b) the documents of any local representative office of a bank  
 
   which- 
 
 
   (i) is incorporated in that place or in respect of which the  
 
    Monetary Authority is of the opinion that the authority  
 
    has primary supervisory responsibility; or 
 
 
   (ii) is incorporated outside Hong Kong and is a subsidiary of  
 
    a company which is incorporated in that place or in  
 
    respect of which the Monetary Authority is of the  
 
    opinion that the authority has primary supervisory  
 
    responsibility. 
 
 
 

PART XIII - Ownership And Management Of Authorized Institutions  
 
 

Amalgamation, etc. requires approval 
 
69.(1) An authorized institution incorporated in Hong Kong shall not, without the  
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prior approval in writing of the Monetary Authority-  
 
 
  (a) make any arrangement or enter into any agreement for the sale  
 
   or disposal of all or any part of- 
 
 
   (i) in the case of a bank, its banking business; and 
 
 
   (ii) in the case of a restricted licence bank or a deposit-taking  
 
    company, its business of taking deposits; or  
 
 
  (b) (Repealed) 
 
 
(2) An authorized institution incorporated in Hong Kong which- 
 
 
  (a) makes any arrangement or enters into any agreement for the  
 
   sale or disposal of all or any part of its business, irrespective of  
 
   whether the arrangement or agreement is pursuant to an  
 
   approval under subsection (1)(a); or 
 
 
  (b) makes any reconstruction of its capital,  
 
 
shall give notice in writing of the arrangement, agreement or reconstruction, as the  
 
case may be, to the Monetary Authority as soon as practicable after making that  
 
arrangement, entering into that agreement or making that reconstruction, and- 
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   (i) the notice shall be signed by a director of the institution;  
 
    and 
 
 
   (ii) the institution shall provide the Monetary Authority with  
 
    such 
 
 
information in respect of that arrangement, agreement or reconstruction as he may  
 
require.  
 
 
(3) An authorized institution aggrieved by a decision of the Monetary Authority  
 
refusing his approval for the purposes of subsection (1) may appeal to the  
 
Governor in Council against the decision, but the decision shall take effect  
 
immediately, notwithstanding that an appeal has been or may be made under this  
 
subsection.  
 
 
(4) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) commits an offence and is liable 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
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(5) Every director and every manager of an authorized institution which  
 
contravenes subsection (2) commits an offence and is liable on conviction upon  
 
indictment or on summary conviction to a fine of $50,000 and, in the case of a  
 
continuing offence, to a further fine of $5,000 for every day during which the  
 
offence continues. 
 
 
(6) If an authorized institution produces any information whatsoever under this  
 
section which is false in a material particular, every director and every manager of  
 
the institution commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Provisions applicable to persons proposing to become controllers  
 

of authorized institutions incorporated in Hong Kong 
 
70.(1) This section shall apply to a person becoming or being- 
 
 
  (a) a majority shareholder controller; or 
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  (b) an indirect controller, 
 
 
of an authorized institution incorporated in Hong Kong as it applies to a person  
 
becoming or being, as the case may be, a minority shareholder controller of an  
 
authorized institution incorporated in Hong Kong. 
 
 
(2)  In this section- 
 
 
 “conditional notice of consent” means a notice of consent referred to in  
 
 paragraph (b) of the definition of “notice of consent”; 
 
 
 “notice of consent” means a notice in writing specifying that- 
 
 
  (a) there is no objection to the person specified in that notice  
 
   becoming or being, as the case may be, a minority shareholder  
 
   controller of the authorized institution specified in that notice; or 
 
 
  (b) the conditions subject to which there is no objection to the  
 
   person specified in that notice becoming or being, as the case  
 
   may be, a minority shareholder controller of the authorized  
 
   institution specified in that notice; 
 
 
 “notice of objection” means a notice in writing objecting to the person  
 
 specified in that notice becoming or being, as the case may be, a minority  
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 shareholder controller of the authorized institution specified in that notice. 
 
 
(3) Subject to subsection (4), no person shall become a minority shareholder  
 
controller of an authorized institution incorporated in Hong Kong unless- 
 
 
  (a) he has served on the Monetary Authority a notice in writing  
 
   stating that he proposes to become such a controller; and 
 
 
  (b) either- 
 
 
   (i) subject to subsection (17), the Monetary Authority has,  
 
    before the expiration of 3 months from the date of  
 
    service of that notice, served on him a notice of consent;  
 
    or 
 
 
   (ii) that period has expired without the Monetary Authority  
 
    having served on him a notice of objection. 
 
 
(4) A notice referred to in subsection (3)(a) served on the Monetary Authority  
 
by a person shall not be regarded as compliance with that subsection except as  
 
respects that person becoming a minority shareholder controller of the authorized  
 
institution to which the notice relates before the expiration of 12 months from- 
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  (a) where that person has been served with a notice of consent, on  
 
   the date on which he was so served; 
 
 
  (b) where the period referred to in subsection (3)(b) has expired  
 
   and neither of the events specified in that section has occurred,  
 
   on the expiration of that period; 
 
 
  (c) where that person has been served with a notice of objection in  
 
   respect of which an appeal under subsection (15) has been  
 
   successful, on the date on which the appeal was successful. 
 
 
(5) Where a person- 
 
 
  (a) becomes a minority shareholder controller of an authorized  
 
   institution in contravention of subsection (3); 
 
 
  (b) did not know that the acts or circumstances by virtue of which  
 
   he became such a controller were such as to have that effect;  
 
   and 
 
 
  (c) subsequently becomes aware of the fact that he has become  
 
   such a controller, 
 
 
he shall serve on the Monetary Authority, not later than 14 days after becoming  
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aware of that fact, a notice in writing stating that he has become such a controller. 
 
 
(6) Subject to subsections (7), (8), (9) and (10), the Monetary Authority may  
 
serve- 
 
 
  (a) a notice of consent; or 
 
 

(b)  a notice of objection,  
 
 
on a person. 
 
 
(7) Without limiting the generality of conditions which the Monetary Authority  
 
may specify in a conditional notice of consent, he may specify in the notice such  
 
conditions as he may think proper to safeguard the interests of depositors and  
 
potential depositors of the authorized institution specified in the notice. 
 
 
(8) The Monetary Authority shall not serve a notice of objection on a person  
 
where the Monetary Authority is satisfied- 
 
 
  (a) that the person is a fit and proper person to become or to be, as  
 
   the case may be, a minority shareholder controller of the  
 
   authorized institution specified in the notice; 
 
 
  (b) that the interests of depositors and potential depositors of that  
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   institution would not be or are not, as the case may be, in some  
 
   other manner threatened by that person becoming or being, as  
 
   the case may be, such a controller; and 
 
 
  (c) where that person- 
 
 
   (i) is not presently such a controller, that, having regard to  
 
    that person's likely influence on that institution if he was  
 
    to become such a controller- 
 
 
    (A) if the Monetary Authority is of the opinion that  
 
     that institution is presently conducting its business  
 
     prudently, the institution is likely to continue so  
 
     conducting its business; 
 
 
    (B) if the Monetary Authority is of any other opinion,  
 
     that person is likely to undertake adequate  
 
     remedial action; 
 
 
   (ii) is presently such a controller, that, having regard to that  
 
    person's influence on that institution as such a controller- 
 
 
    (A) if the Monetary Authority is of the opinion that  
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     that institution was conducting its business  
 
     prudently before that person became such a  
 
     controller, the institution is presently, and is likely  
 
     to continue, so conducting its business; 
 
 
    (B) if the Monetary Authority is of any other opinion,  
 
     that person is presently undertaking, or is likely to  
 
     undertake, adequate remedial action. 
 
 
(9) The Monetary Authority shall not serve a conditional notice of consent or  
 
notice of objection on a person who has become a minority shareholder controller  
 
of an authorized institution- 
 
 
  (a) unless he has become such a controller in contravention of  
 
   subsection (3); 
 
 
  (b) subject to subsection (17), after the expiration of 3 months  
 
   immediately following the Monetary Authority becoming  
 
   aware of such contravention. 
 
 
(10) The Monetary Authority shall, before serving a conditional notice of consent  
 
or notice of objection on a person, serve on that person a preliminary notice in  
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writing- 
 
 
  (a) stating that the Monetary Authority is considering the service  
 
   on him of a conditional notice of consent or notice of objection,  
 
   as the case may be; 
 
 
  (b) where the Monetary Authority is considering the service on  
 
   him of- 
 
 
   (i) a conditional notice of consent, specifying the conditions  
 
    which the Monetary Authority proposes to specify in the  
 
    notice; 
 
 
   (ii) a notice of objection, specifying which of the matters  
 
    referred to in subsection (8) in respect of which the  
 
    Monetary Authority is not satisfied; and 
 
 
  (c) stating that he may, within 1 month from the date of service of  
 
   the preliminary notice, make written representations to the  
 
   Monetary Authority. 
 
 
(11)  Where representations are made in accordance with subsection (10)(c), the  
 
Monetary Authority shall take them into account in deciding whether to serve the  
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conditional notice of consent or notice of objection, as the case may be, concerned. 
 
 
(12) A conditional notice of consent served on a person- 
 
 
  (a) may specify conditions which were not specified in the  
 
   preliminary notice served under subsection (10) on that person  
 
   where- 
 
 
   (i) that person consents to those conditions; or 
 
 
   (ii) a subsequent preliminary notice specifying those  
 
    conditions has been served under that subsection on that  
 

person; and 
 
 
  (b) shall give particulars of the right conferred by subsection (15). 
 
 
(13) A notice of objection served on a person- 
 
 
  (a) shall, subject to paragraph (b), specify which of the matters  
 
   referred to in subsection (8) in respect of which the Monetary  
 
   Authority is not satisfied; 
 
 
  (b) shall not specify any such matters which were not specified in  
 
   the preliminary notice served under subsection (10) on that  
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   person; and 
 
 
  (c) shall give particulars of the right conferred by subsection (15). 
 
 
(14) The Monetary Authority shall not be obliged to disclose to a person any  
 
particulars of the matters referred to in subsection (8) on which he is considering  
 
the service on him or has served on him, as the case may be, a notice of objection. 
 
 
(15) Any person aggrieved by a decision of the Monetary Authority to serve a  
 
conditional notice of consent or notice of objection on him may appeal to the  
 
Governor in Council against the decision, but that decision shall take effect  
 
immediately, notwithstanding that an appeal has been or may be made under this  
 
subsection. 
 
 
(16) Where the Monetary Authority pursuant to section 72A requires a person  
 
who has given a notice in writing under subsection (3)(a) or (5) to submit  
 
information, the time between imposing that requirement and the receipt of the  
 
information shall be added to the period referred to in subsection (3)(b) or (9)(b),  
 
as the case may be.  
 
 
(17) The period referred to in subsection (3)(b) or (9)(b) (together with any  
 
extension under subsection (16)) shall not expire, if it would otherwise do so, until  
 
14 days after the expiration of the period within which representations can be made  
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in accordance with subsection (10)(c). 
 
 
(18) Subject to subsection (19), any person who contravenes subsection (3)  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 5 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(19) Where a person is charged with an offence under subsection (18), it shall be  
 
a defence to prove that he did not know that the acts or circumstances by virtue of  
 
which he became a minority shareholder controller of the authorized institution  
 
concerned were such as to have that effect. 
 
 
(20) Any person who contravenes subsection (5) commits an offence and is  
 
liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
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   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(21) Any person who contravenes any condition specified in a conditional notice  
 
of consent served on him commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 

Objection to existing controllers 
 
70A.(1) This section shall apply to a person being- 
 
 
  (a) a majority shareholder controller; or 
 
 
  (b) an indirect controller, 
 
 
of an authorized institution incorporated in Hong Kong as it applies to a person  
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being a minority shareholder controller of an authorized institution incorporated in  
 
Hong Kong. 
 
 
(2)  In this section, unless the context otherwise requires, “notice of objection”  
 
means a notice in writing objecting to the person specified in that notice being a  
 
minority shareholder controller of the authorized institution specified in that notice. 
 
 
(3) Subject to subsection (4), the Monetary Authority may serve a notice of  
 
objection on a person- 
 
 
  (a) who is a minority shareholder controller of an authorized  
 
   institution incorporated in Hong Kong where- 
 
 
   (i) his being such a controller is not in contravention of  
 
    section 70(3); or 
 
 
   (ii) his being such a controller is in contravention of that  
 
    section but the Monetary Authority is prohibited by  
 
    virtue of section 70(9)(b) from serving a notice of  
 
    objection under section 70(6) on him; and 
 
 
  (b) where it appears to the Monetary Authority that- 
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   (i) that person is not or is no longer a fit and proper person  
 
    to be such a controller; 
 
 
   (ii) the interests of depositors or potential depositors of that  
 
    institution may be in some other manner threatened by  
 
    that person being such a controller; or 
 
 
   (iii) that person has contravened any condition specified in a  
 
    conditional notice of consent served under section 70(6)  
 
    on him. 
 
 
(4) The Monetary Authority shall, before serving a notice of objection on a  
 
person, serve on that person a preliminary notice in writing- 
 
 
  (a) stating that the Monetary Authority is considering the service  
 
   on him of a notice of objection; 
 
 
  (b) specifying which of the matters referred to in subsection (3)(b)  
 
   in respect of which the Monetary Authority is considering the  
 
   service on him of the notice of objection; and 
 
 
  (c) stating that he may, within 1 month from the date of service of  
 
   the preliminary notice, make written representations to the  
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   Monetary Authority. 
 
 
(5) Where representations are made in accordance with subsection (4)(c), the  
 
Monetary Authority shall take them into account in deciding whether to serve the  
 
notice of objection concerned. 
 
 
(6) A notice of objection- 
 
 
  (a) shall, subject to paragraph (b), specify which of the matters  
 
   referred to in subsection (3)(b) on which the notice is served; 
 
 
  (b) shall not specify any such matters which were not specified in  
 
   the preliminary notice served under subsection (4) on him; and 
 
 
  (c) shall give particulars of the right conferred by subsection (8). 
 
 
(7) The Monetary Authority shall not be obliged to disclose to a person any  
 
particulars of the matters referred to in subsection (3)(b) on which he is  
 
considering the service on him or has served on him, as the case may be, a notice  
 
of objection. 
 
 
(8) Any person aggrieved by a decision of the Monetary Authority to serve a  
 
notice of objection on him may appeal to the Governor in Council against the  
 
decision, but that decision shall take effect immediately, notwithstanding that an  
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appeal has been or may be made under this subsection. 
 
 

Restrictions on and sale of shares 
 
70B.(1) This section shall apply to a person being a majority shareholder  
 
controller of an authorized institution incorporated in Hong Kong as it applies to a  
 
person being a minority shareholder controller of an authorized institution  
 
incorporated in Hong Kong. 
 
 
(2) The powers conferred by this section shall be exercisable where a person- 
 
 
  (a) has become a minority shareholder controller of an authorized  
 
   institution in contravention of section 70(3) in that- 
 
 
   (i) a notice in writing has been served under section 70(3)(a)  
 
    on the Monetary Authority by that person in respect of  
 
    that institution but neither of the events specified in  
 
    section 70(3)(b) has occurred; 
 
 
   (ii) no notice in writing has been served under section 70(5)  
 
    in respect of that contravention; 
 
 
   (iii) a notice in writing has been served under section 70(5)  
 
    on the Monetary Authority by that person in respect of  
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    that contravention, the Monetary Authority has served a  
 
    notice of objection under section 70(6) on that person in  
 
    respect of that contravention, and either- 
 
 
    (A) the period specified in the Administrative Appeals  
 
     Rules (Cap. 1 sub. leg.) within which that person  
 
     may appeal under section 70(15) against the  
 
     decision of the Monetary Authority to serve such  
 
     notice of objection has expired without any such  
 
     appeal having been made; or 
 
 
    (B) an appeal under section 70(15) by that person  
 
     against the decision of the Monetary Authority to  
 
     so serve such notice of objection is unsuccessful;  
 
     or 
 
 
   (iv) that person has been convicted of an offence under  
 
    section 70(18) in respect of that contravention; or 
 
 
  (b) continues to be a minority shareholder controller of an  
 
   authorized institution after having been served with a notice of  
 
   objection under section 70A(3) in respect of his being such a  
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   controller and either- 
 
 
   (i) the period specified in the Administrative Appeals Rules  
 
    (Cap. 1 sub. leg.) within which that person may appeal  
 
    under section 70A(8) against the decision of the  
 
    Monetary Authority to so serve such notice of objection  
 
    has expired without any such appeal having been made;  
 
    or  
 
 
   (ii)  an appeal under section 70A(8) by that person against the  
 
    decision of the Monetary Authority to so serve such  
 
    notice of objection is unsuccessful.  
 
 
(3)  Subject to subsection (8), the Monetary Authority may, by notice in writing  
 
served on the person concerned, direct that any specified shares to which this section  
 
applies shall, until further notice, be subject to one or more of the following 
 
restrictions- 
 
 
  (a) any transfer of those shares or, in the case of unissued shares,  
 
   any transfer of the right to be issued with them, and any issue  
 
   of such shares, shall be void; 
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  (b) no voting rights shall be exercisable in respect of the shares; 
 
 
  (c) no further shares shall be issued in right of them or pursuant to  
 
   any offer made to their holder; 
 
 
  (d) except in a liquidation, no payment shall be made of any sums  
 
   due from the authorized institution, or other company,  
 
   concerned on the shares, whether in respect of capital or  
 
   otherwise. 
 
 
(4) Where shares are subject to the restrictions under subsection (3)(a), any  
 
agreement to transfer the shares or, in the case of unissued shares, the right to be  
 
issued with them, shall be void. 
 
 
(5) Where shares are subject to the restrictions under subsection (3)(c) or (d), an  
 
agreement to transfer any right to be issued with other shares in right of those  
 
shares, or to receive any payment on them (otherwise than in a liquidation), shall  
 
be void. 
 
 
(6) Where shares are subject to any restrictions under subsection (3), any person  
 
affected by any of those restrictions may request the Monetary Authority to make  
 
an application referred to in subsection (7)(a) in respect of those shares and, where  
 
such a request is made, the Monetary Authority shall, not later than 1 month after  
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that request has been made- 
 
 
  (a) if, by virtue of subsection (9), the Monetary Authority is  
 
   prohibited from making such an application, serve a notice in  
 
   writing on that person stating that he is so prohibited; 
 
 
  (b) in any other case- 
 
 
   (i) comply with that request; or 
 
 
   (ii) serve a notice in writing on that person stating that he  
 
    does not propose to comply with that request. 
 
 
(7) Subject to subsection (9), the High Court may- 
 
 
  (a) on the application of the Monetary Authority, order the sale of  
 
   any specified shares to which this section applies and, if they  
 
   are for the time being subject to any restrictions under  
 
   subsection (3), that they shall cease to be subject to those  
 
   restrictions; 
 
 
  (b) on the application of a person who has made a request under  
 
   subsection (6) where- 
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   (i) paragraph (b) of that subsection applies in respect of that  
 
    request; and 
 
 
   (ii) he has been served with a notice in writing under  
 
    paragraph (b)(ii) of that subsection in respect of that  
 
    request; or 
 
 
   (iii) the period specified in that subsection has expired and  
 
    neither of the events referred to in paragraph (b) of that  
 
    subsection has occurred in respect of that request,  
 
 

order the sale of any shares to which that request relates and  
 
   that they shall cease to be subject to any restrictions under  
 

subsection (3). 
 
 
(8) Where the Monetary Authority has, by virtue of subsection (2)(a)(ii), served  
 
a notice in writing under subsection (3) on the person concerned and- 
 
 
  (a) that person has, not later than 14 days after the service of that  
 
   notice, served a notice in writing under section 70(5) on the  
 
   Monetary Authority in respect of the contravention of section  
 
   70(3) to which that first-mentioned notice relates; and 
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  (b) either- 
 
 
   (i) no notice of objection under section 70(6) has been  
 
    served by the Monetary Authority on that person in  
 
    respect of that contravention within the period in respect  
 
    of which section 70(9)(b) permits such a notice of  
 
    objection to be so served; or 
 
 
   (ii) such a notice of objection has been so served within that  
 
    period but an appeal under section 70(15) by that person  
 
    against the decision of the Monetary Authority to so  
 
    serve such notice of objection is successful, 
 
 

whichever first occurs, 
 
 
the Monetary Authority shall forthwith serve a notice in writing on that person to  
 
the effect that the first-mentioned notice is revoked. 
 
 
(9) The Monetary Authority shall not, by virtue of subsection (2)(a)(ii), make an  
 
application referred to in subsection (7)(a) unless- 
 
 
  (a) the application relates to shares which are the subject of a notice  
 
   in writing under subsection (3); and 
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  (b) the person upon whom that notice has been served has not,  
 
   within 14 days after the service of that notice, served a notice in  
 
   writing under section 70(5) in respect of the contravention of  
 
   section 70(3) to which that first-mentioned notice relates: 
 
 

Provided that this subsection shall be without prejudice to the Monetary  
 
Authority's power, by virtue of subsection (2)(a)(iii), to subsequently make such an  
 
application in respect of those shares. 
 
 
(10) Where an order has been made under subsection (7), the High Court may,  
 
on the application of the Monetary Authority, make such further order relating to  
 
the sale or transfer of the shares as it thinks fit. 
 
 
(11)  Where shares are sold pursuant to an order under this section, the proceeds  
 
of the sale, less the costs of the sale, shall be paid into court for the benefit of the  
 
persons beneficially interested in them, and any such person may apply to the High  
 
Court for an order that the whole or part of the proceeds be paid to him. 
 
 
(12) This section shall apply 
 
 
  (a) to all the shares in the authorized institution concerned by virtue  
 
   of which the person concerned is a minority shareholder  
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   controller of the institution which are held by him or any  
 
   associate of his and were not so held immediately before he  
 
   became such a controller; and 
 
 
  (b) where the person concerned became a minority shareholder  
 
   controller of the authorized institution concerned by virtue of  
 
   the acquisition by him or any associate of his of shares in  
 
   another company, to all the shares in that company which are  
 
   held by him or any associate of his and were not so held  
 
   immediately before he became such a controller. 
 
 
(13) A copy of a notice in writing served under subsection (3) or (8) on the  
 
person concerned shall be served on the authorized institution or other company to  
 
whose shares it relates and, if it relates to shares held by any associate of that  
 
person, on that associate. 
 
 
(14) The Chief Justice may make rules regulating the practice and procedure in  
 
connection with applications (including any class of applications) made under  
 
subsection (7). 
 
 

Prohibition on certain persons acting as indirect controllers 
 

70C.(1)  In this section, “prohibited person”, in relation to an authorized  
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institution, means any person- 
 
 
  (a) who has been served with a notice of objection under section  
 
   70(6) in respect of his becoming or being, as the case may be,  
 
   an indirect controller of the institution and either- 
 
 
   (i) the period specified in the Administrative Appeals Rules  
 
    (Cap.  I sub. leg.) within which that person may appeal  
 
    under section 70(15) against the decision of the  
 
    Monetary Authority to so serve such notice of objection  
 
    has expired without any such appeal having been made;  
 
    or 
 
 
   (ii) an appeal under section 70(15) by that person against the  
 
    decision of the Monetary Authority to so serve such  
 
    notice of objection is unsuccessful; or 
 
 
  (b) who has been served with a notice of objection under section  
 
   70A(3) in respect of his being an indirect controller of the  
 
   institution and either- 
 
 
   (i) the period specified in the Administrative Appeals Rules  
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    (Cap.  1 sub. leg.) within which that person may appeal  
 
    under section 70A(8) against the decision of the  
 
    Monetary Authority to so serve such notice of objection  
 
    has expired without any such appeal having been made;  
 
    or 
 
 
   (ii) an appeal under section 70A(8) by that person against  
 
    the decision of the Monetary Authority to so serve such  
 
    notice of objection is unsuccessful.  
 
 
(2) No person who is a prohibited person in respect of an authorized institution  
 
shall act or continue to act, as the case may be, as an indirect controller of the  
 
institution and, accordingly, as such a controller shall not give or shall cease to  
 
give, as the case may be, any directions or instructions to the directors of the  
 
institution or of another company of which it is a subsidiary. 
 
 
(3) Where any director of an authorized institution or of another company of  
 
which it is a subsidiary is given (whether directly or indirectly) any directions or  
 
instructions- 
 
 
  (a) by a person whom the director knows, or ought reasonably to  
 
   know, is a prohibited person in respect of the institution; and 
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  (b) which are, or might reasonably be construed as being,  
 
   prohibited from being so given by virtue of subsection (2), 
 
 
the director shall forthwith notify the Monetary Authority of those directions or  
 
instructions and the circumstances in which they were so given.  
 
 
(4) Any prohibited person who contravenes subsection (2) commits an offence  
 
and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 5 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(5) Any director who without reasonable excuse contravenes subsection (3)  
 
commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
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  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 

Punishment for attempted evasion of restrictions 
 
70D.(1) Any person who- 
 
 
  (a) exercises or purports to exercise any right to dispose of any  
 
   shares which, to his knowledge, are for the time being subject  
 
   to any restrictions under section 70B(3) or of any right to be  
 
   issued with any such shares; 
 
 
  (b) votes in respect of any such shares (whether as holder or  
 
   proxy), or appoints a proxy to vote in respect of them; 
 
 
  (c) being the holder of any such shares, fails to notify of their being  
 
   subject to those restrictions any person whom he does not  
 
   know to be aware of that fact but does know to be entitled  
 
   (apart from the restrictions) to vote in respect of those shares  
 
   whether as holder or as proxy; or 
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  (d) being the holder of any such shares, or being entitled to any  
 
   right to be issued with other shares in right of them, or to  
 
   receive any payment on them (otherwise than in a liquidation),  
 
   enters into any agreement which is void under section 70B(4)  
 
   or (5), 
 
 
commits an offence and is liable- 
 
 
   (i) on conviction upon indictment to a fine of $200,000 and  
 
    to imprisonment for 2 years; or 
 
 
   (ii) on summary conviction to a fine of $50,000 and to  
 
    imprisonment for 6 months. 
 
 
(2) Where shares in an authorized institution or another company are issued in  
 
contravention of restrictions under section 70B(3), or payments are made by an  
 
authorized institution or another company in contravention of such restrictions,  
 
every director and every manager of the authorized institution or other company, as  
 
the case may be, who knowingly and wilfully permits such an issue of shares or  
 
the making of such a payment, as the case may be, commits an offence and is  
 
liable- 
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  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Chief executives and directors require Monetary Authority's approval 
 
71.(1) Subject to section 53C(5), no person shall - 
 
 
  (a) become the chief executive of an authorized institution, or a  
 
   director of an authorized institution incorporated in Hong Kong,  
 
   without the consent in writing of the Monetary Authority; or  
 
    
  (b) if he becomes such chief executive or director without such  
 
   consent, act or continue to act as such chief executive or  
 
   director, as the case may be, without such consent,  
 
 
and for the purposes of this subsection consent may be given subject to such  
 
conditions as the Monetary Authority may think proper to attach thereto and shall  
 
be conveyed to the person, and the institution, concerned as soon as practicable. 
 
 
(2) Where the Monetary Authority refuses to give consent under subsection (1),  
 
he shall notify the person concerned in writing of his refusal as soon as practicable. 
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(3) The Monetary Authority may by notice in writing to the person and the  
 
authorized institution concerned withdraw any consent given under subsection (1),  
 
or amend any condition attached to any such consent, if the Monetary Authority- 
 
 
  (a) has given to the chief executive or director concerned not less  
 
   than 7 days' advance notice of his intention to do so, specifying  
 
   his reasons; and 
 
 
  (b) has taken into account before so doing any written  
 
   representation received by him from the chief executive or  
 
   director concerned, 
 
 
and in any such case the chief executive or director concerned shall cease to act as  
 
such or, as the case may be, shall comply with the amended conditions.  
 
 
(4) A person aggrieved- 
 
 
  (a) by a refusal to grant consent, or by conditions attached to a  
 
   consent, under subsection (1); 
 
 
  (b) by the withdrawal of consent under subsection (3); or 
 
 
  (c) by the amendment under subsection (3) of conditions attached  
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   to a consent, 
 
 
may appeal to the Governor in Council against the refusal, conditions, withdrawal  
 
or amendment, as the case may be, but such refusal, conditions, withdrawal or  
 
amendment shall take effect immediately notwithstanding that an appeal has been  
 
or may be made under this subsection.  
 
 
(5) Any person who contravenes subsection (1) or (3) commits an offence and  
 
is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues. 
 
 
(6)  (a)  A person shall not be regarded for the purposes of subsection  
 

(1) as becoming a director of an authorized institution if he is  
 
appointed to serve as a director of it immediately on the  
 
expiration of a previous term by him as a director. 
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  (b) A person who is a director of an authorized institution  
 
   immediately prior to the commencement of this Ordinance  
 
   shall for the purposes of this section be regarded as having the  
 
   consent of the Monetary Authority under subsection (1) to  
 
   continue to act as director. 
 
 
  (c) A person who is the chief executive of an authorized institution  
 
   immediately prior to the commencement of the Banking  
 
   (Amendment) Ordinance 1987 shall for the purposes of this  
 

section be regarded as having the consent of the Monetary  
 
Authority under subsection (1) to continue to act as chief  
 
executive.  

 
 
(7) For the purposes of this section, where a person has the consent of the  
 
Monetary Authority under subsection (1) or by virtue of subsection (6)(c) to be or  
 
continue to act as the chief executive of an authorized institution, and is such chief  
 
executive, he is not required to have the consent of the Monetary Authority under  
 
subsection (1) to be or continue to act as a director of that institution.  
 
 
72.  (Repealed) 
 
 

Monetary Authority may require specified persons to submit information 
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72A.(1) For the purposes of this section, “specified person” means- 
 
 
  (a) any person who proposes to become a controller of an  
 
   authorized institution incorporated in Hong Kong;  
 
 
  (b) any person who is the chief executive of an authorized  
 
   institution; 
 
 
  (c) any person who is a director or controller of an authorized  
 
   institution incorporated in Hong Kong; or  
 
 
  (d) any person who is seeking the consent of the Monetary  
 
   Authority under section 71(1).  
 
 
(2)  The Monetary Authority may require a specified person to submit 
 
such information as he may reasonably require for the exercise of his functions  
 
under this Ordinance and such information shall be submitted within such period  
 
and in such manner as the Monetary Authority may require.  
 
 
(2A)  Subject to section 53B(3), where an authorized institution becomes aware of  
 
the fact that any person has become or has ceased to be a specified person in  
 
respect of the institution, the institution shall, not later than 14 days after  
 
becoming aware of that fact, give notice in writing to the Monetary Authority of  
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that fact.  
 
 
(3) Any specified person (other than a person referred to in subsection (1)(a) or  
 
(d)) who fails without reasonable excuse to comply with any requirement under  
 
subsection (2) commits an offense and is liable 
 
 
  (a) on conviction upon indictment to fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during  
 
   which the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(4) Any specified person who signs any document for the purposes of  
 
complying with any requirement under subsection (2) which he knows or  
 
reasonably ought to know to be false in a material particular commits an offence  
 
and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 



http://www.ukincorp.co.uk - UK Company Formation Agent 207 

   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(5) Any specified person who produces any book, account, document, security  
 
or information for the purpose of complying with any requirement under  
 
subsection (2) which is false in a material particular commits an offence and is  
 
liable- 
 
 
  (a) on conviction upon indictment to a fine of $500,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(6) Every director and every manager of an authorized institution which  
 
contravenes subsection (2A) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
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and, in the case of a continuing offence, to a further fine of $5,000 for every day  
 
during which the offence continues.  
 
 

Certain persons prohibited from acting as employees of authorized  
 

institutions except with consent of Monetary Authority 
 
73.(1) No person who- 
 
 
  (a) is bankrupt or has entered into a composition with his creditors; 
 
 
  (b) has been convicted in any place of an offence involving fraud or  
 
   dishonesty; or 
 
 
  (c) knows, or ought reasonably to know, that, in respect of an  
 
   authorized institution of which he is or was a director or is or  
 
   was concerned in the management thereof- 
 
 
   (i) the institution is being, or has been, wound up or  
 
    otherwise dissolved; or 
 
 
   (ii) its licence or registration, as the case may be, has been  
 
    revoked,  
 
 
shall, without the consent in writing of the Monetary Authority, become an  
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employee of an authorized institution (or, where paragraph (c) is applicable, of  
 
another authorized institution) or, if becoming such an employee without such  
 
consent, act, or continue to act, as such employee.  
 
 
(1A)  No person who on or after becoming an employee of an authorized  
 
institution (and whether or not he became such an employee before, on or after the  
 
relevant day)- 
 
 
  (a) becomes bankrupt, or enters into a composition with his  
 
   creditors, on or after the relevant day; 
 
 
  (b) is convicted, on or after the relevant day, in any place of an  
 
   offence involving fraud or dishonesty; or 
 
 
  (c) knows, or ought reasonably to know, that, in respect of another  
 
   authorized institution of which he is or was a director or is or  
 
   was concerned in the management thereof- 
 
 
   (i) the institution is being, or has been, wound up or  
 
    otherwise dissolved on or after the relevant day; or 
 
 
   (ii) its licence or registration, as the case may be, has been  
 
    revoked on or after the relevant day,  
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shall- 
 
 
  (i) in the case of paragraph (a) or (b), continue to act as such  
 
   employee without the consent in writing of the Monetary  
 
   Authority; 
 
 

(ii)  in the case of paragraph (c), continue to act as such employee  
 

either- 
 
 
   (A) unless he has notified the Monetary Authority of  
 
    that prior employment together with a request that  
 
    the Monetary Authority grant consent to him to  
 
    continue to act as such employee; or 
 
 
   (B) if the Monetary Authority refuses to grant such  
 
    consent.  
 
 
(1B)  Where the Monetary Authority refuses to grant consent under subsection (1)  
 
or (1A) he shall notify the person concerned in writing of his refusal as soon as  
 
practicable.  
 
 
(1C)  A person aggrieved by a refusal to grant consent under subsection (1) or  
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(1A) may appeal to the Governor in Council against the refusal, but such refusal  
 
shall take effect immediately notwithstanding that an appeal has been or may be  
 
made under this subsection.  
 
 
(2) Any person who contravenes subsection (1) or (1A) commits an offense  
 
and is liable-  
 
 
  (a) on conviction upon indictment to a fine of $100,000 and to  
 
   imprisonment for 12 months; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 
(3) In this section, “relevant day” means the day of commencement of the  
 
Banking (Amendment) Ordinance 1993 (94 of 1993).  
 

Appointment of chief executive 
 
74.(1) Subject to sections 53B(1) and 53C(3), every authorized institution shall  
 
appoint a chief executive, and not less than one alternate chief executive, of the  
 
institution, each of whom shall be-  
 
 
  (a) an individual; and 
 
 
  (b) ordinarily resident in Hong Kong, 
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except that, in the case of an authorized institution incorporated outside Hong  
 
Kong, such chief executive and alternate chief executive are only required to be the  
 
chief executive or alternate chief executive, as the case may be, in respect of the  
 
business in Hong Kong of the institution.  
 
 
(1A)  Where the chief executive of an authorized institution is precluded by illness,  
 
absence from Hong Kong or any other cause from carrying out his functions as the  
 
chief executive, an alternate chief executive of the institution shall act as such chief  
 
executive.  
 
 
(2) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) commits an offence and is liable on conviction upon  
 
indictment or on summary conviction to a fine of $50,000 and, in the case of a  
 
continuing offence, to a further fine of $5,000 for every day during which the  
 
offense continues.  
 
 
 

PART XIV 
 
 
75-78.  (Repealed) 
 
 
 

PART XV - Limitations On Loans By And Interests Of Authorized  
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Institutions 
 
 

Interpretation and application 
 
79.(1)  In this Part- 
 
 
 “non-listed company” means a company not listed on the Unified Exchange: 
 
 

Provided that any public statutory corporation designated for the 
 

purposes of this definition by the Financial Secretary by notice in the Gazette  
 
shall be deemed not to be a non-listed company;  
 
 
relative” means- 

 
 
  (a) any immediate ascendant, any spouse or former spouse of any  
 
   such ascendant, and any brother or sister of any such spouse or  
 
   former spouse;  
 
 
  (b) any immediate descendant, and any spouse or former spouse of  
 
   any such descendant;  
 
 
  (c) any brother or sister, aunt or uncle and any nephew or niece and  
 
   any first cousin;  
 
 
  (d) any spouse or former spouse, any immediate ascendant of any  
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   such spouse or former spouse, and any brother or sister of any  
 
   such spouse or former spouse,  
 
 

and, for the purposes of this definition, any step-child shall be deemed to be  
 
the child of both its natural parent and of its step-parent and any adopted child  
 
to be the child of the adopting parent, and a spouse shall include anyone living  
 
as such;  

 
 
 “value” means- 
 
 
  (a) in the case of shares in a company, the total of the current book  
 
   value and the amount for the time being remaining unpaid on  
 
   the shares; and  
 
 
  (b) in any other case, the current book value. 
 
 
(2)  For the purposes of this Part, the capital base of an authorized 
 
institution means the capital base of the institution as determined in accordance  
 
with the Third Schedule except that, for those purposes, any requirement under  
 
section 98(2) referred to in that Schedule shall not apply in determining such capital  
 
base.  
 
 
(3) For the purposes of sections 83 and 85, “unsecured” means granted without  
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security, or, in respect of any advance, loan or credit facility granted or financial  
 
guarantee or other liability incurred with security, any part thereof which at any  
 
time exceeds the market value of assets constituting that security; and “security”  
 
means such security as would, in the opinion of the Monetary Authority, be  
 
acceptable to a prudent banker.  
 
 
(4) In relation to any authorized institution incorporated outside Hong Kong,  
 
sections 80, 82, 85, 86 and, to the extent that it relates to such an institution, section  
 
91 shall apply only to its principal place of business in Hong Kong and its local  
 
branches, and shall do so as if that principal place of 
 
 
business and those branches were collectively a separate authorized institution. 
 
 
(5) The Financial Secretary may, by notice in the Gazette, amend the definition  
 
of “relative”.  
 
 

Monetary Authority may require provisions of this Part to apply to certain  
 

authorized institutions on a consolidated basis 
 
79A.(1) Subject to subsection (2), for the purposes of the application of any  
 
provision of this Part to an authorized institution incorporated in Hong Kong which  
 
has any subsidiary, the Monetary Authority may, by notice in writing to the  
 
institution, require the provision to apply to the institution- 
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  (a) on a consolidated basis instead of on an unconsolidated basis;  
 
   or 
 
 
  (b) on both a consolidated basis and an unconsolidated basis. 
 
 
(2) The Monetary Authority may, in a notice under subsection (1) to an  
 
authorized institution, require the provision of this Part to which the notice relates  
 
to apply to the institution on a consolidated basis only in respect of such  
 
subsidiaries of the institution as are specified in the notice. 
 
 
(3) No duty which a subsidiary of an authorized institution may be subject to  
 
shall be regarded as contravened by reason of the submission of information by the  
 
subsidiary to the institution for the purpose of enabling or assisting the institution  
 
to comply with a notice under subsection (1) to the institution. 
 

 
Advance against security of own shares, etc. 

 
80.(1) An authorized institution shall not grant any advances, loans or credit  
 
facilities (including letters of credit), or give any financial guarantee or incur any  
 
other liability, against the security of its own shares. 
 
 
(2) An authorized institution shall not, except with the approval in writing of the  
 
Monetary Authority, which approval shall be subject to such conditions as the  
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Monetary Authority may think proper to attach thereto, grant any advances, loans  
 
or credit facilities (including letters of credit), or give any financial guarantee or  
 
incur any other liability, against the security of the shares of-  
 
 
  (a) any holding company of the institution; 
 
 
  (b) any subsidiary of the institution; or 
 
 
  (c) any other subsidiary of any holding company of the institution. 
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) or (2) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $100,000 and to  
 
   imprisonment for 12 months; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
 
 

Limitations on advances by authorized institutions 
 
81.(1) Subject to subsections (4), (4A), (5) and (6), the financial exposure of an  
 
authorized institution incorporated in Hong Kong to-  
 
 
  (a) any one person; 
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  (b) two or more companies which- 
 
 
   (i) are subsidiaries of the same holding company; or 
 
 
   (ii) have the same controller (not being a company); 
 
 
  (c) any holding company and one or more of its subsidiaries; or 
 
 
  (d) any one person (not being a company) and one or more  
 
   companies of which that person is a controller, 
 
 
shall not exceed an amount equivalent to 25% of the capital base of the institution. 
 
 
(2) The financial exposure of an authorized institution to any person, company  
 
or combination thereof referred to in subsection (1)(a), (b), (c) or (d) shall, for the  
 
purposes of this section, be taken to be the aggregate of- 
 
 
  (a) all advances, loans and credit facilities (including letters of  
 
   credit) given to; 
 
 
  (b) the value of the institution's holdings of shares and debentures  
 
   (within the meaning of those terms in section 2 of the  
 
   Companies Ordinance (Cap. 32)) and other debt securities  
 
   issued by; and 
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  (c) the principal amount, multiplied by the factor specified by the  
 
   Monetary Authority pursuant to subsection (3) for items  
 
   referred to in Table B of the Third Schedule in relation to the  
 
   institution where, in respect of that institution, the other party is, 
 
    
that person, company or combination thereof, as the case may be. 
 
 
(3) The Monetary Authority may, by notice in the Gazette, specify the factor for  
 
the purposes of subsection (2)(c), and any such notice may specify different factors  
 
for different items referred to in that subsection. 
 
 
(4)  Where- 
 
 
  (a) the person referred to in subsection (1)(a) is a subsidiary or  
 
   holding company of an authorized institution or a subsidiary of  
 
   such holding company; 
 
 
  (b) the holding company referred to in subsection (1)(b)(i) is an  
 
   authorized institution or a holding company of an authorized  
 
   institution; or 
 
 
  (c) the holding company referred to in subsection (1)(c) is a  
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   holding company of an authorized institution, 
 
 
the Monetary Authority may, by notice in writing to the institution, and subject to  
 
such conditions as he may think proper to attach thereto in any particular case,  
 
specify that subsection (1)(a), (b)(i) or (c), as the case may be, shall not apply for  
 
the purpose of determining the financial exposure of that institution and,  
 
accordingly, subsection (1)(a), (b)(i) or (c), as the case may be, shall not apply. 
 
 
(4A)  Where- 
 
 
  (a) the holding company referred to in subsection (1)(b)(i) is The  
 
   Financial Secretary Incorporated established under the Financial  
 
   Secretary Incorporation Ordinance (Cap. 1015); 
 
 
  (b) the controller referred to in subsection (1)(b)(ii) is the  
 
   Government; 
 
 
  (c) the holding company referred to in subsection (1)(c) is The  
 
   Financial Secretary Incorporated; or 
 
 
  (d) the controller referred to in subsection (1)(d) is the  
 
   Government, 
 
 
then subsection (1)(b)(i) or (ii), (c) or (d), as the case may be, shall not apply for  
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the purpose of determining the financial exposure of the authorized institution  
 
concerned and, accordingly, that subsection shall not apply.  
 
 
(5)  Where- 
 
 
  (a) an authorized institution is financially exposed to a trustee in  
 
   respect of 2 or more trusts; and 
 
 
  (b) any person, company or combination thereof referred to in  
 
   subsection (1)(a), (b), (c) or (d) is that trustee, 
 
 
the Monetary Authority may, by notice in writing to the institution, and subject to  
 
such conditions as he may think proper to attach thereto in any particular case,  
 
specify that the financial exposure of that institution to that person, company or  
 
combination thereof, as the case may be, may exceed an amount equivalent to 25%  
 
of the capital base of the institution by an amount not more than the amount  
 
specified in that notice and, accordingly, such financial exposure of that institution  
 
may exceed the first-mentioned amount by an amount not more than the amount  
 
specified in that notice. 
 
 
(6)  For the purposes of this section, the financial exposure of an authorized  
 
institution shall not include- 
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  (a) any financial exposure to other authorized institutions; 
 
 
  (b) any financial exposure to the extent to which it is- 
 
 
   (i) secured by- 
 
 
    (A) a cash deposit; 
 
 
    (B) a guarantee; 
 
 
    (C) another undertaking which, in the opinion of the  
 
     Monetary Authority, is similar to a guarantee; or 
 
 
    (D) securities issued, or guaranteed, by the central  
 
     government or the central bank of any Tier 1  
 
     country within the meaning of the Third Schedule;  
 
     or  
 
 

(ii)  covered by a letter of comfort,  
 
 
where such cash deposit, guarantee, other undertaking, securities  
 
or letter of comfort, as the case may be, is accepted by the  
 
Monetary Authority, and subject to such conditions as he may  

 
   think proper to attach thereto, either generally or in any particular  
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case;  

 
 
  (c) any financial exposure acquired by the purchase of bills of  
 
   exchange or documents of title to goods where the holder of  
 
   such bills or documents is entitled to payment outside Hong  
 
   Kong for goods exported from Hong Kong; 
 
 
  (d) any advances, loans and credit facilities made against any bills  
 
   or documents referred to in paragraph (c); 
 
 
  (e) any financial exposure to the Government; 
 
 
  (f) any financial exposure to any other government, except a  
 
   government which is, in the opinion of the Monetary Authority,  
 
   one that should not be accepted for the purposes of this section; 
 
 
  (g) any financial exposure to a bank incorporated outside Hong  
 
   Kong which is not an authorized institution where any such  
 
   bank is, in the opinion of the Monetary Authority, adequately  
 
   supervised by the relevant banking supervisory authority;  
 
    
  (h) any share capital or debt securities held as security for facilities  
 
   granted by the institution or, subject to subsection (7), acquired  
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   by it in the course of the satisfaction of debts due to it; 
 
 
  (i) any financial exposure acquired under an underwriting or sub  
 
   underwriting contract- 
 
 
   (i) where such financial exposure would, but for this  
 
    subsection, be financial exposure under subsection  
 
    (2)(b); 
 
 
   (ii) for a period not exceeding 7 working days, or such  
 
    further period as the Monetary Authority approves in  
 
    writing, and subject to such conditions as he may think  
 
    proper to attach thereto in any particular case; 
 
 
  (j) any financial exposure acquired under an underwriting or  
 
   subunderwriting contract where such financial exposure would,  
 
   but for this subsection, be financial exposure under subsection  
 
   (2)(c); 
 
 
  (k) any indemnity given by the institution to a person to protect that  
 
   person against any damages which may be incurred by the  
 
   person as a result of the person registering a transfer of shares  
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   where- 
 
 
   (i) the instrument by means of which the transfer has been  
 
    effected, or purports to have been effected, has been  
 
    provided, or purports to have been provided, by a  
 
    subsidiary of the institution; 
 
 
   (ii) the authenticating signature on the instrument has been  
 
    imprinted on it by a machine used by the subsidiary to  
 
    imprint that signature on such instruments; and 
 
 
   (iii) that signature was unlawfully so imprinted on that  
 
    instrument, 
 
 

or any financial guarantee given by the institution to that person  
 
in respect of any like indemnity given by that subsidiary to that  
 
person;  

 
 
  (ka)  any financial exposure to a multilateral development bank;  
 
 
  (kb)  any financial exposure to the Housing Authority, within the  
 

meaning of the Housing Ordinance (Cap. 283), arising from  
 
guarantees it gives for the purposes of the Home Ownership  
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Scheme or Private Sector Participation Scheme;  
 
 

(l)  any financial exposure to the extent to which it has been written  
 

off, or to which specific provision has been made for it, in the  
 
books of the institution.  

 
 
(6A) The Financial Secretary may, by notice in the Gazette, amend subsection(6).  
 
 
(7) All share capital and debt securities acquired by an authorized institution in  
 
the course of the satisfaction of debts due to it shall be disposed of at the earliest  
 
suitable opportunity, and in any event not later than 18 months after the acquisition  
 
thereof, or within such further period as the Monetary Authority approves in  
 
writing, and subject to such conditions as he may think proper to attach thereto, in  
 
any particular case. 
 
 
(8) For the purposes of this section- 
 
 
  (a) the expression “person” includes any partnership, any public  
 
   body and any body of persons, corporate or unincorporate; 
 
 
  (b) the expressions “debt securities” and “multilateral development  
 
   bank” shall mean debt securities and multilateral development  
 
   bank as respectively defined in paragraph 1 of the Third  
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   Schedule;  
 
 
  (c) advances, loans, credit facilities, guarantees or liabilities shall be  
 
   deemed to be granted to and to be outstanding in relation to any  
 
   person liable or contingently liable thereon whether as principal  
 
   debtor, guarantor, or otherwise: 
 
 

Provided that the reference in this paragraph to a guarantor  
 

shall not include a person (not being an authorized institution)  
 
who guarantees the obligations of another under- 

 
 
   (i) a hire purchase agreement, that is to say an agreement for  
 
    the bailment of goods under which the bailee may buy  
 
    the goods, or under which the property in the goods will  
 
    or may pass to the bailee; or 
 
 
   (ii) a conditional sale agreement, that is to say an agreement  
 
    for the sale of goods under which the purchase price or  
 
    part of it is payable by instalments, and the property in  
 
    the goods is to remain in the seller (notwithstanding that  
 
    the buyer is to be in possession of the goods) until such  
 
    conditions as to payment of instalments or otherwise as  
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    may be specified in the agreement are fulfilled; and 
 
 
  (d) a partnership of which an authorized institution is a member  
 
   shall be deemed to be a subsidiary of that institution. 
 
 
(9) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offense, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 

Monetary Authority may publish guidelines on business  
 

practices of authorized institutions 
 

82.(1) Without prejudice to section 7(3) or to the other provisions of this Part, the  
 
Monetary Authority may, after consultation with the Financial Secretary, by notice  
 
in the Gazette from time to time publish for the guidance of authorized institutions,  
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guidelines, not inconsistent with this Ordinance, specifying business practices  
 
which should not be engaged in by authorized institutions because, in his opinion,  
 
such business practices will or may cause the soundness of the financial position of  
 
authorized institutions to be dependent upon the soundness of the financial position  
 
of a single party.  
 
 
(2) For the purposes of subsection (1), guidelines given in a notice under that  
 
subsection- 
 
 
  (a) may be expressed to apply to all authorized institutions or to a  
 
   class of authorized institutions specified in the notice; and 
 
 
  (b) may specify what constitutes a single party for the purposes of  
 
   any such guidelines and, without prejudice to the generality of  
 
   that power, any class or description of persons or business may  
 
   constitute such a single party. 
 
 
(3) Where an authorized institution engages in business practices specified in a  
 
notice under subsection (1), the Monetary Authority, may, where he is of the  
 
opinion that the case is of sufficient importance to justify him so doing, exercise  
 
any of his powers under Part X in respect of the institution.  
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Limitations on advances to directors, etc. of bank 
 
83.(1) Subject to subsection (4A), an authorized institution incorporated in Hong  
 
Kong shall not provide any facility specified in subsection (3) to or on behalf of  
 
any person or body specified in subsection (4) if the aggregate amount of such  
 
facilities for the time being provided by the institution to or on behalf of any one or  
 
more such persons or bodies would thereby exceed 10% of the capital base of the  
 
institution.  
 
 
(2) Subject to subsections (1) and (4A), an authorized institution incorporated in  
 
Hong Kong shall not provide any facility specified in subsection (3) to or on behalf  
 
of any person, being an individual, specified in subsection (4)(a), (b), (c), (d), (e)  
 
or (f) if the aggregate amount of such facilities for the time being provided by the  
 
institution to or on behalf of- 
 
 
  (a) one or more such persons, would thereby exceed 5% of the  
 
   capital base of the institution; 
 
 
  (b) that person, would thereby exceed $1,000,000.  
 
 
(3) Subject to subsection (3A), for the purposes of subsections (1) and (2), the  
 
following facilities are specified-  
 
 
  (a) the granting, or permitting to be outstanding, of unsecured  
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   advances, unsecured loans or unsecured credit facilities  
 
   including unsecured letters of credit;  
 
 
  (b) the giving of unsecured financial guarantees; and 
 
 
  (c)  the incurring of any other unsecured liability. 
 
 
(3A)  Subsection (3) shall not include any facility to the extent to which it has been  
 
written off, or to which specific provision has been made for it, in the books of the  
 
authorized institution concerned.  
 
 
(4) For the purposes of subsections (1) and (2), the following persons and  
 
bodies are specified- 
 
 
  (a) any director of the institution; 
 
 
  (b) any relative of any such director; 
 
 
  (c) any employee of the institution who is responsible, either  
 
   individually or as a member of a committee, for approving loan  
 
   applications;  
 
 
  (d) any relative of any such employee; 
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  (e) any controller or minority shareholder controller of the  
 
   institution (other than an authorized institution, or a bank  
 
   incorporated outside Hong Kong which is not an authorized  
 
   institution but is approved by the Monetary Authority for the  
 
   purposes of this paragraph);  
 
 

(f)  any relative of an individual who is a controller or minority  
 

shareholder controller of the institution; 
  
 
  (g) any firm, partnership or non-listed company (other than a firm,  
 
   partnership or non-listed company which is an authorized  
 
   institution, or a bank incorporated outside Hong Kong which is  
 
   not an authorized institution but is approved by the Monetary  
 
   Authority for the purposes of this paragraph) in which the  
 
   institution or any of its controllers, minority shareholder  
 
   controllers or directors or any relative of any of its controllers,  
 
   minority shareholder controllers or directors is interested as  
 
   director, partner, manager or agent; and  
 
 
  (h) any individual, firm, partnership or non-listed company of  
 
   which any controller, minority shareholder controller or director  
 
   of the institution or any relative of any such controller, minority  
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   shareholder controller or director is a guarantor.  
 
 
(4A)  The Monetary Authority may, by notice in writing to an authorized  
 
institution, and subject to such conditions as he may think proper to attach thereto in  
 
any particular case, permit the institution to grant, without complying with  
 
subsection (1) or (2), any facility specified in subsection (3) (or such of those  
 
facilities as he specifies in the notice) to or on behalf of any person or body specified  
 
in subsection (4) (or such of those persons or bodies as he specifies in the notice);  
 
and where the institution, in pursuance of such notice and in accordance with such  
 
conditions, grants any such facility to or on behalf of any such person or body it  
 
shall not thereby contravene subsection (1) or (2).  
 
 
(5) The provisions of this section shall apply to a facility granted to or on behalf  
 
of a person or body jointly with another person or body as they apply to a facility  
 
granted to or on behalf of a person or body severally. 
 
 
(6) For the purposes of subsections (2) and (4), a facility granted to or on behalf  
 
of any firm, partnership or non-listed company which a person specified in  
 
subsection (4)(a), (b), (c), (d), (e) or (f) is able to control, shall be deemed to be  
 
granted to that person or on his behalf. 
 
 
(7) Every director and every manager of an authorized institution which  
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contravenes subsection (1) or (2) commits an offence and is liable-  
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(8) Where, at any time before the commencement of the Banking (Amendment)  
 
Ordinance 1995, an authorized institution has lawfully provided a  
 
facility specified in subsection (3) to or on behalf of- 
 
 
  (a) a minority shareholder controller of the institution; 
 
 
  (b) any relative of such a controller; 
 
 
  (c) any firm, partnership or non-listed company in which such a  
 
   controller or any relative of his is interested as director, partner,  
 
   manager or agent; or 
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  (d) any individual, firm, partnership or non-listed company of  
 
   which such a controller or any relative of his is a guarantor, 
 
    
then, in so far as that facility is concerned, this section shall operate as if the  
 
references to minority shareholder controller or minority shareholder controllers, as  
 
the case may be, in subsection (4)(e), (f), (g) and (h) were deleted.  
 
 
84.  (Repealed) 
 
 

Limitation on advances to employees 
 
85.(1) An authorized institution shall not provide to any one of its employees any  
 
facility specified in subsection (2) to an aggregate amount of such facilities in  
 
excess of one year's salary for the employee.  
 
 
(2) For the purposes of subsection (1) the following facilities are specified- 
 
 
  (a) the granting, or permitting to be outstanding, of unsecured  
 
   advances, unsecured loans or unsecured credit facilities  
 
   including unsecured letters of credit;  
 
 
  (b) the giving of unsecured financial guarantees; and 
 
 
  (c) the incurring of any other unsecured liability. 
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(3)  Every director and every manager of an authorized institution which 
 
contravenes this section commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $100,000 and to  
 
   imprisonment for 12 months; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months, 
 
 
and, in the case of a continuing offence, to a further fine of $5,000 for every day 
 
during which the offense continues. 
 
 

Powers of Monetary Authority where moneys placed with foreign bank 
 
86.(1) Where the Monetary Authority- 
 
 
  (a) has reason to believe that an authorized institution has granted  
 
   to any foreign bank any advances, loans (whether by way of  
 
   deposit or otherwise) or credit facilities; and 
 
 
  (b) is of the opinion that the extent or manner in which such  
 
   advances, loans or credit facilities have been made is not in the  
 
   interests of the depositors of the authorized institution, 
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he may, by notice in writing to the institution, exercise his powers under this  
 
section. 
 
 
(2) A notice under this section may- 
 
 
  (a) prohibit the authorized institution from granting, after the date  
 
   of the service of the notice, any advances, loans or credit  
 
   facilities to the foreign bank specified in the notice and any  
 
   other foreign bank so specified which the Monetary Authority  
 
   has reason to believe is associated with the first-mentioned  
 
   foreign bank; 
 
 
  (b) where any moneys are held at call, demand or notice by the  
 
   authorized institution with any bank specified by the Monetary  
 
   Authority in pursuance of his powers under paragraph (a),  
 
   direct the institution forthwith to demand repayment of such  
 
   moneys in accordance with the terms upon which they are held; 
 
 
  (c) prohibit the authorized institution from permitting to be  
 
   outstanding with any bank specified by the Monetary Authority  
 
   in pursuance of his powers under paragraph (a)- 
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   (i) any moneys which should have been repaid to the  
 
    institution by virtue of a direction under paragraph (b); 
 
 
   (ii) any advances, loans or credit facilities repayable or  
 
    terminable upon the elapse of any time or the occurrence  
 
    of any event, after the elapse of such time or the  
 
    occurrence of such event. 
 
 
(3) A requirement under subsection (2)(a) shall not prohibit the grant of any  
 
advance or loan after the date of service of the notice in pursuance of any  
 
agreement entered into prior to such date unless the Monetary Authority otherwise  
 
directs; but it shall be the duty of the authorized institution to notify the Monetary  
 
Authority of any relevant agreement within 7 days of the receipt by it of a notice  
 
under this section. 
 
 
(4)  In this section- 
 
 
 “foreign bank” means- 
 
 
  (a) any bank incorporated outside Hong Kong which is not an  
 
   authorized institution;  
 
 
  (b) any undertaking of an authorized institution, including that of  
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   the institution to which notice is given under this section, which  
 
   is situated outside Hong Kong. 
 
 
(5) Every director and every manager of an authorized institution which fails  
 
without reasonable excuse to comply with any requirement of the Monetary  
 
Authority in the exercise of his powers under this section commits an offence and  
 
is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 

Limitation on shareholding by authorized institutions 
 
87.(1) Subject to subsection (2), an authorized institution incorporated in Hong  
 
Kong shall not acquire or hold any part of the share capital of any other company  
 
or companies to an aggregate value in excess of 25 per cent of the capital base of  
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the institution, except such share capital as the institution may hold as security for  
 
facilities granted by it or acquire in the course of the satisfaction of debts due to it:  
 
 

Provided that all share capital acquired in the course of the satisfaction of  
 
debts due to it shall be disposed of at the earliest suitable opportunity, and in any  
 
event not later than 18 months after the acquisition thereof or within such further  
 
period as the Monetary Authority approves in writing in any particular case. 
 
 
(2) Subsection (1) shall not apply- 
 
 
  (a) where an authorized institution acquires or holds any part of the  
 
   share capital of any company or companies under an  
 
   underwriting or subunderwriting contract for a period not  
 
   exceeding 7 working days, or such further period as the  
 
   Monetary Authority approves in writing, and subject to such  
 
   conditions as he may think proper to attach thereto, in any  
 
   particular case;  
 
 
  (b) to any holding, approved in writing by the Monetary Authority,  
 
   of share capital in- 
 
 
   (i) another authorized institution; or 
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   (ii) a company carrying out nominee, executor or trustee  
 
    functions, or other functions related to banking business,  
 
    the business of taking deposits, insurance business,  
 
    investments or other financial services; or  
 
 
  (c) to any holding, approved in writing by the Monetary Authority,  
 
   of share capital which is deducted in determining the capital  
 
   base of the authorized institution.  
 
 
(3)  Every director and every manager of an authorized institution which 
 
contravenes this section commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(4) (Repealed) 
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Limitation on holding of interest in land by authorized institutions 
 
88.(1) An authorized institution incorporated in Hong Kong shall not purchase or  
 
hold any interest or interests in land situated in or outside Hong Kong of a value or  
 
to an aggregate value, as the case may be, in excess of 25 per cent of the capital  
 
base of the institution.  
 
 
(2) An authorized institution may, in addition to the value of any land permitted  
 
to be purchased or held under subsection (1), purchase or hold interests in land  
 
situated in or outside Hong Kong to any value, where the occupation of such land  
 
is, in the opinion of the Monetary Authority, necessary for conducting the business  
 
of the institution or providing housing or amenities for the staff of the institution.  
 
 
(3) For the purposes of subsection (2), but without limiting the generality  
 
thereof, the Monetary Authority may in his discretion regard as necessary for  
 
conducting the business of an authorized institution the whole of any premises in  
 
which an office of the institution is situated.  
 
 
(4) (Repealed) 
 
 
(5) There shall not be taken into account in the assessment of the value 
 
of interests in land for the purposes of this section the value of any interest in land  
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mortgaged to the authorized institution to secure a debt due to the institution nor the  
 
value of any interest in land acquired pursuant to entry into possession of land so  
 
mortgaged, provided that the interest acquired is disposed of at the earliest suitable  
 
opportunity, and in any event not later than 18 months after its acquisition or within  
 
such further period as the Monetary Authority may, in writing, allow in any  
 
particular case.  
 
 
(6) Every director and every manager of an authorized institution which  
 
contravenes this section commits an offense and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $ 1 0,000 for every day during  
 
   which the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
89.  (Repealed) 
 
 

Limitation on aggregate holdings under sections 83, 87 and 88 
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90.(1)  Notwithstanding anything contained in sections 83, 87 and 88, in 
 
respect of an authorized institution, the aggregate total of- 
 
 
  (a) the amount outstanding of all facilities specified in section 83(3)  
 
   provided to or on behalf of persons or bodies specified in  
 
   section 83(4); 
 
 
  (b) the value of all holdings of share capital specified in section 87;  
 
   and 
 
 
  (c) the value of all holdings of interests in land specified in section  
 
   88(1) and (2), 
 
 
shall not at any time exceed 80% of the capital base of the institution. 
 
 
(2) In assessing the aggregate total which is permissible under subsection (1)  
 
there shall not be taken into account any matter which is excluded from the  
 
operation of section 83, 87 or 88 by virtue of any of the provisions thereof unless  
 
the Monetary Authority, by notice in writing to the authorized institution  
 
concerned, otherwise specifies.  
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes this section commits an offence and is liable-  
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  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 

Proof of compliance with section 80, 81, 83, 85, 86, 87, 88 or 90 
 
91.(1) Any authorized institution, if at any time called upon in writing by the  
 
Monetary Authority so to do, shall satisfy him by the production of such evidence  
 
or information as he may require, that the institution is not in contravention of any  
 
of the provisions of section 80, 81, 83, 85, 86, 87, 88 or 90 applicable to that  
 
institution.  
 
 
(2) Any authorized institution, if at any time called upon in writing by the  
 
Monetary Authority so to do, shall satisfy him by the production of such evidence  
 
or information as he may require, whether or not the institution is engaging in any  
 
business practices specified in a notice under section 82.  



http://www.ukincorp.co.uk - UK Company Formation Agent 246 

 
 
(3) Every director and every manager of an authorized institution which fails or  
 
refuses without reasonable excuse to comply with subsection (1) or (2) commits  
 
an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offense, to a further fine of $10,000 for every day during  
 
   which the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
 

PART XVI -  Advertisements, Representations And Use Of 
 

Title “Bank” 
 
 

Offence to issue advertisements and documents relating to deposits 
 
92.(1) Subject to subsection (5), no person shall- 
 
 
  (a) issue, or have in his possession for the purposes of issue, any  
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   advertisement which to his knowledge is or contains an  
 
   invitation to members of the public- 
 
 
   (i) to make any deposit; or 
 
 
   (ii) to enter into, or offer to enter into, any agreement to  
 
    make any deposit; 
 
 
  (b) issue, or have in his possession for the purposes of issue, any  
 
   document which to his knowledge contains such an  
 
   advertisement; or 
 
 
  (c) in any other manner issue or make an invitation to members of  
 
   the public to do any of the acts referred to in paragraph (a). 
 
 
(2) Any person who contravenes subsection (1) commits an offence and is  
 
liable on conviction upon indictment or on summary conviction to a fine of  
 
$10,000. 
 
 
(3) For the purposes of any proceedings under this section, an advertisement or  
 
document in which a person named in the advertisement or document holds  
 
himself out as being prepared to take in Hong Kong any deposit shall, subject to  
 
subsection (4), be presumed, unless such named person proves to the contrary, to  
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have been issued by him. 
 
 
(4) A person shall not be taken to contravene this section by reason only that he  
 
issues, or has in his possession for the purposes of issue, to purchasers copies of  
 
any newspaper, magazine, journal or other periodical publication of general and  
 
regular circulation, which contain an advertisement to which this section applies. 
 
 
(4A)  For the purposes of any proceedings under this section, a person whose  
 
business it is to publish or arrange for the publication of advertisements shall not  
 
be taken to contravene this section if he proves that- 
 
 
  (a) he received the advertisement for publication in the ordinary  
 
   course of his business; 
 
 
  (b) the matters contained in the advertisement were not (wholly or  
 
   in part) devised or selected by him or by any person under his  
 
   direction or control; and 
 
 
  (c) he did not know and had no reason for believing that  
 
   publication of the advertisement would constitute an offence.  
 
 
(5) This section shall not apply to- 
 
 
  (a) any advertisement or invitation, or any document containing  
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   any advertisement or invitation, to make a deposit or to enter  
 
   into, or offer to enter into, any agreement to make a deposit  
 
   with an authorized institution;  
 
 
  (b) any advertisement or invitation, or any document containing  
 
   any advertisement or invitation, to which section 4(1) of the  
 
   Protection of Investors Ordinance (Cap. 335) does not apply by  
 
   virtue of section 4(2)(fb), (fc), (g) or (h) of that Ordinance; or  
 
    
  (c) any prescribed advertisement which complies with the  
 
   requirements specified in the Fifth Schedule applicable to the  
 
   prescribed advertisement.  

 
 
(6) Where any advertisement or invitation, or any document containing any  
 
advertisement or invitation, relates to the taking of any deposit and the taking of  
 
any such deposit is not, by virtue of section 3(1) or (2), a taking to which Part III  
 
applies then, to the extent that such advertisement, invitation or document, as the  
 
case may be, relates to the taking of any such deposit, this section shall not apply to  
 
such advertisement, invitation or document, as the case may be.  

 
 
(7) In this section and the Fifth Schedule, “prescribed advertisement” means any  
 
advertisement or invitation, or any document containing any advertisement or  
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invitation, to make a deposit or to enter into, or offer to enter into, any agreement  
 
to make a deposit outside Hong Kong.  
 
 

Fraudulent inducement to make a deposit 
 
93.(1)  Any person who, by any fraudulent or reckless misrepresentation, induces  
 
another person- 
 
 
  (a) to make a deposit with him or any other person; or 
 
 
  (b) to enter into or to offer to enter into any agreement to make a  
 
   deposit with him or any other person, 
 
 
commits an offence and is liable on conviction upon indictment to a fine of  
 
$1,000,000 and to imprisonment for 7 years. 
 
 
(2)  For the purposes of subsection (1), “fraudulent or reckless misrepresentation”  
 
means- 
 
 
  (a) any statement- 
 
 
   (i) which, to the knowledge of the maker of the statement,  
 
    was false, misleading or deceptive; or 
 
 
   (ii) which was false, misleading or deceptive and was made  
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    recklessly; 
 
 
  (b) any promise- 
 
 
   (i) which the maker of the promise had no intention of  
 
    fulfilling; 
 
 
   (ii) which, to the knowledge of the maker of the promise,  
 
    was not capable of being fulfilled; or 
 
 
   (iii) which was made recklessly; 
 
 
  (c) any forecast- 
 
 
   (i) which, to the knowledge of the maker of the forecast,  
 
    was not justified on the basis of facts known to him at  
 
    the time when he made it; or 
 
 
   (ii) which was not justified on the facts known to the maker  
 
    of the forecast at the time when he made it and was made  
 
    recklessly; or 
 
 
  (d) any statement or forecast from which the maker intentionally or  
 
   recklessly omitted a material fact with the result that the  
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   statement or forecast was thereby rendered false, misleading or  
 
   deceptive. 
 
 

Liability in tort for inducing persons to make a deposit in certain cases 
 
94.(1) Any person who, by any fraudulent, reckless or negligent misrepresentation,  
 
induces another person to make a deposit with him or any other person shall be  
 
liable to pay compensation to the person so induced for any pecuniary loss that  
 
such person has sustained by reason of his reliance on that misrepresentation. 
 
 
(2)  For the purposes of subsection (1), “fraudulent, reckless or negligent  
 
misrepresentation” means- 
 
 
  (a) any statement- 
 
 
   (i) which, to the knowledge of the maker of the statement,  
 
    was false, misleading or deceptive; 
 
 
   (ii) which was false, misleading or deceptive and was made  
 
    recklessly; or 
 
 
   (iii) which was false, misleading or deceptive and was made  
 
    without reasonable care having been taken to ensure its  
 
    accuracy; 
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  (b) any promise- 
 
 
   (i) which the maker of the promise had no intention of  
 
    fulfilling; 
 
 
   (ii) which, to the knowledge of the maker of the promise,  
 
    was not capable of being fulfilled; or 
 
 
   (iii) which was made recklessly or without reasonable care  
 
    having been taken to ensure that it could be fulfilled; 
 
 
  (c) any forecast- 
 
 
   (i) which, to the knowledge of the maker of the forecast,  
 
    was not justified on the basis of facts known to him at  
 
    the time when he made it; or 
 
 
   (ii) which was not justified on the facts known to the maker  
 
    of the forecast at the time when he made it and was made  
 
    recklessly or without reasonable care having been taken  
 
    to ascertain the accuracy of those facts; or 
 
 
  (d)  any statement or forecast from which the maker intentionally, 
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   recklessly or negligently omitted a material fact with the result  
 
   that the statement or forecast was thereby rendered false,  
 
   misleading or deceptive. 
 
 
(3) For the purposes of this section, where any statement, promise or forecast to  
 
which this section relates was made by a company, every person who was a  
 
director or controller of the company at the time when the statement, promise or  
 
forecast was made shall, until the contrary is proved, be deemed to have caused or  
 
permitted it to be made. 
 
 
(4) This section does not affect any liability of any person at common law. 
 
 
(5) An action may be brought under this section notwithstanding that the  
 
evidence on which the action is or will be based, if substantiated, discloses the  
 
commission of an offence and no person has been charged with or convicted of the  
 
offence. 
 
 
(6) For the purposes of this section “company” means, in addition to a company  
 
as defined in section 2, any other body of persons, corporate or unincorporate. 
 
 

False, etc. advertisements by authorized institution 
 
95.(1) Where the Monetary Authority is of the opinion that any advertisement  
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issued in connexion with the business of an authorized institution makes a  
 
statement or any representation that is false, misleading or deceptive, he may, by  
 
notice in writing served on the institution, require the institution to withdraw or, as  
 
the circumstances require, remove, and to cease issuing such advertisements and  
 
an authorized institution served with such a notice shall, accordingly, comply with  
 
that notice.  
 
 
(2) Any authorized institution aggrieved by a notice served under subsection (1)  
 
may appeal to the Financial Secretary against the requirement contained therein, but  
 
the notice shall take effect immediately notwithstanding that an appeal has been or  
 
may be made under this subsection. 
 
 
(3) Every director and every manager of an authorized institution which fails or  
 
refuses to comply with any notice served under this section on it commits an  
 
offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
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   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 

Certain representations prohibited 
 
96.(1) An authorized institution shall not in any communication, whether written or  
 
oral, represent or imply, or permit to be represented or implied, in any manner to  
 
any person that the institution has in any respect been approved by the  
 
Government, the Financial Secretary or the Monetary Authority.  
 
 
(2) Subsection (1) is not contravened by reason only that a statement is made to  
 
the effect that an authorized institution is authorized.  
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) without reasonable excuse commits an offence and is  
 
liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 
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Restrictions on use of name “bank” 
 
97.(1) Subject to this section, any person, other than a bank, or an institution which  
 
is recognized as the central bank of the place in which it is incorporated, who,  
 
without the written consent of the Monetary Authority given generally or in any  
 
particular case or class of case-  

 
 
  (a) uses the word “bank” or any of its derivatives in English, or  
 
   any translation thereof in any language or uses the Chinese  
 
   expression “ngan hong”, or uses the letters “b”, “a” , “n” , “k”  
 
   in that order, in the description or name under which such  
 
   person is carrying on business in Hong Kong; or  

 
 
  (b) makes any representation in any bill head, letter paper, notice,  
 
   advertisement or in any other manner whatsoever that such  
 
   person is a bank or is carrying on banking business in Hong  
 
   Kong, 
 
 
commits an offence and is liable- 
 
 
   (i) on conviction upon indictment to a fine of $200,000 and  
 
    to imprisonment for 12 months; or 
 
 
   (ii) on summary conviction to a fine of $50,000 and to  
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    imprisonment for 6 months. 
 
 
(1A)  Where a bank- 
 
 
  (a)-(b) (Repealed) 
 
 
  (c) uses, in the name under which it carries on business as a bank  
 
   in the place where it is incorporated, any of the terms to which  
 
   subsection (1)(a) applies, 
 
 
nothing in subsection (1)(a) shall prohibit a local representative office of the bank  
 
from using the same name, or any translation thereof in any language, in the name  
 
under which the representative office is carrying on in Hong Kong the functions  
 
and activities of a representative office provided such name- 
 
 
   (i) is used in immediate conjunction with the term  
 
    “representative office” in the same language as such  
 
    name (which term, in the case of Chinese, shall be the  
 
    characters; and 
 
 

(ii)  is not more prominent than such term.  
 
 
(1B) (Repealed) 
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(2) Nothing in this section shall apply to any association of banks formed for  
 
the protection or promotion of their mutual interests or to any association of  
 
employees of banks formed for the protection or promotion of the mutual interests  
 
of such employees. 
 
 
(3) Nothing in subsection (1)(a) shall prohibit a restricted licence bank using a  
 
specified term in the description under which the restricted licence bank is carrying  
 
on in Hong Kong the business of taking deposits.  
 
 
(4) Where a restricted licence bank- 
 
 
  (a) is incorporated outside Hong Kong; 
 
 
  (b) is a bank in the place where it is incorporated; and 
 
 
  (c) uses, in the name under which it carries on business as a bank  
 
   in the place where it is incorporated, any of the terms to which  
 
   subsection (1)(a) applies, 
 
 
nothing in subsection (1)(a) shall prohibit the restricted licence bank from using the  
 
same name, or any translation thereof in any language, in the name under which  
 
the restricted licence bank is carrying on in Hong Kong the business of taking  
 
deposits provided such name- 



http://www.ukincorp.co.uk - UK Company Formation Agent 260 

 
 
   (i) is used in immediate conjunction with the term  
 
    “restricted licence bank” in the same language as such  
 
    name (which term, in the case of Chinese, shall be the  
 
    characters specified in paragraph (a) of the definition of  
 
    “specified term” in subsection (6)); and 
 
 
   (ii)  is not more prominent than such term.  
 
 
(5) Nothing in this Ordinance shall affect the determination of any question  
 
whether a restricted licence bank or a deposit-taking company is a bank for  
 
purposes other than those of this Ordinance, and accordingly nothing in this section  
 
shall prohibit a restricted licence bank or a deposit-taking company from using any  
 
of the terms to which subsection (1)(a) applies with reference to itself in any case  
 
where- 
 
 
  (a) it wishes to comply with or take advantage of any relevant  
 
   provision of law or custom; and 
 
 
  (b) it is necessary for it to use any such term in order to be able to  
 
   assert that it is complying with or entitled to take advantage of  
 
   that provision.  
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(6)  In this section- 
 
 
 “description” includes any statement (whether or not in writing) which uses  
 
 any of the terms to which subsection (1)(a) applies where that statement  
 
 may be construed to mean that a person (howsoever described) is- 
 
 
  (a) a subsidiary; 
 
 
  (b) the holding company; or 
 
 
  (c) a subsidiary of the holding company, 
 
    

of a bank (and whether or not such bank is authorized or exists);  
 
 
 “relevant provision of law or custom” means any enactment, any instrument  
 
 made under an enactment, any international agreement, any rule of law or  
 
 any commercial usage or practice which confers any benefit on, or otherwise  
 
 has effect only in relation to, a person by virtue of such person being a bank; 
 
 
 “specified term” means any of the following terms- 
 
 
  (a) “restricted licence bank”; 
 
 
  (b) “merchant bank”; 
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  (c) “investment bank”; 
 
 
  (d) “wholesale bank”; 
 
 
  (e) a term specified by the Monetary Authority by notice in the  
 
   Gazette to be a specified term for the purposes of this  
 
   definition,  
 
 
and includes any derivatives of those terms in English or Chinese.  
 
 
(7) Where, immediately before the commencement of the Banking  
 
(Amendment) Ordinance 1995, a company was lawfully exercising the privilege  
 
conferred upon it under subsection (1B) as in force immediately before that  
 
commencement, then the company may continue to exercise that privilege as if- 
 
 
  (a) that subsection had not been repealed but the word “name” had  
 
   been substituted for the word “title” in paragraph (a) of that  
 
   subsection; and 
 
 
  (b) the definition of “specified bank” in subsection (6) as in force  
 
   immediately  before that commencement had not been repealed  
 
   but the word “authorized” had been substituted for the words  
 
   “licensed under section 16” in paragraphs (a) and (b)(i) of that  
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   definition.  
 
 

False statements as to authorized status 
 
97A.(1)  No person shall describe himself, or otherwise hold himself out, so as 
 
to indicate, or reasonably be construed to indicate, that he is- 
 
 
  (a) an authorized institution, or carrying on in Hong Kong the  
 
   business of taking deposits, unless he is an authorized  
 
   institution; 
 
 
  (b) a bank, or carrying on in Hong Kong banking business, unless  
 
   he is a bank; 
 
 
  (c) a restricted licence bank unless he is a restricted licence bank; 
 
 
  (d) a deposit-taking company unless he is a deposit-taking  
 
   company; or 
 
 
  (e) a local representative office unless he is a local representative  
 
   office. 
 
 
(2)  Any person who contravenes subsection (1) commits an offence and is 
 
liable- 
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  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years; or 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months. 

 
 
 

PART XVII - Capital  Adequacy Ratio Of Authorized I nstitutions 
 
 

Capital adequacy ratio 
 
98.(1) Subject to this Part and Part X, an authorized institution incorporated in  
 
Hong Kong shall not, at any time, have a capital adequacy ratio of less than 8 per  
 
cent as calculated in accordance with the provisions of the Third Schedule and  
 
subsection (2) except that any requirement under section 79A(1) referred to in that  
 
Schedule shall not apply in calculating such capital adequacy ratio.  
 
 
(2) Subject to subsection (2A), for the purposes of calculating the capital  
 
adequacy ratio of an authorized institution which has any subsidiary, the Monetary  
 
Authority may, by notice in writing to the institution, require the capital adequacy  
 
ratio of the institution to be calculated-  
 
 
  (a) on a consolidated basis instead of on an unconsolidated basis;  
 
   or 
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  (b) on both a consolidated basis and an unconsolidated basis.  
 
 
(2A)  The Monetary Authority may, in a notice under subsection (2) to an  
 
authorized institution, require the capital adequacy ratio of the institution to be  
 
calculated on a consolidated basis only in respect of such subsidiaries of the  
 
institution as are specified in the notice.  
 
 
(3) The Financial Secretary may, by notice in the Gazette, vary the percentage  
 
specified in subsection (1). 
 
 

Failure to keep to capital adequacy ratio 
 
99.(1) Where an authorized institution contravenes section 98(1), it shall forthwith  
 
notify the Monetary Authority of that contravention and provide him with such  
 
particulars of that contravention as he may require.  
 
 
(2) Where the Monetary Authority is notified under subsection (1) of a  
 
contravention of section 98(1), he shall forthwith notify the Financial Secretary of  
 
that contravention and provide him with such particulars of that contravention as he  
 
may require.  
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) commits an offense and is liable on conviction upon  
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indictment to a fine of $500,000 and to imprisonment for 5 years and, in the case  
 
of a continuing offence, to a further fine of $10,000 for every day during which the  
 
offence continues. 
 
 

Remedial action 
 
100.(1) Where an authorized institution contravenes section 98(1), the  
 
institution and the Monetary Authority shall enter into discussions for the purposes  
 
of determining what remedial action is required to be taken by the institution for it  
 
to comply with that section, but the Monetary Authority shall not be bound by any  
 
such discussions. 
 
 
(2) The Monetary Authority may, after holding such discussions as he thinks fit  
 
under subsection (1), by notice in writing served on the authorized institution,  
 
require the institution to take such remedial action as is specified in the notice for  
 
the purpose of having the institution comply with section 98(1). 
 
 
(3) Any authorized institution aggrieved by any requirement contained in a  
 
notice under subsection (2) served on it by the Monetary Authority may appeal to  
 
the Governor in Council against the requirement, but that requirement shall take  
 
effect immediately, notwithstanding that an appeal has been or may be made under  
 
this subsection.  
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(4) (Repealed) 
 
 
(5) Every director and every manager of an authorized institution which 
 
contravenes any requirement contained in a notice under subsection (2) commits an  
 
offence and is liable on conviction upon indictment to a fine of $500,000 and to  
 
imprisonment for 5 years and, in the case of a continuing offence, to a further fine  
 
of $10,000 for every day during which the offence continues. 
 
 

Monetary Authority may increase capital adequacy  
 

ratio for particular authorized institutions 
 
101.(1) The Monetary Authority may, after consultation with an authorized  
 
institution, by notice in writing served on it vary the capital adequacy ratio specified  
 
in section 98(1) in relation to that institution by increasing the ratio to-  
 
 
  (a) in the case of an authorized institution which is a bank, not  
 
   more than 12 per cent; and 
 
 
  (b) in the case of an authorized institution which is a deposit-taking  
 
   company or a restricted licence bank, not more than 16 per cent, 
 
    
and, where the ratio is so varied, the other provisions of this Part shall, in relation to  
 
that institution, apply as if the ratio specified in section 98(1) were the ratio as so  
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varied.  
 
 
(2) The Financial Secretary may, by notice in the Gazette, vary any percentage  
 
specified in subsection (1). 
 
 
(3) An authorized institution aggrieved by a variation of the capital adequacy  
 
ratio contained in a notice under subsection (1) served on it by the Monetary  
 
Authority may appeal to the Governor in Council against the variation, but that  
 
variation shall take effect immediately, notwithstanding that the appeal has been or  
 
may be made under this subsection.  
 
 
(4) (Repealed) 
 
 
 

PART XVIII - Liquidity Ratio Of Authorized Institut ions And 
 

Matters Affecting Liquidity Ratio  
 
 

Liquidity ratio 
 
102.(1) Subject to this Part and Part X, every authorized institution shall  
 
maintain a liquidity ratio of not less than 25 per cent in each calendar month as  
 
calculated in accordance with the provisions of the Fourth Schedule and this Part. 
 
 
(2) (Repealed) 
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(3) Subject to subsection (3A), in relation to an authorized institution 
 
that operates in Hong Kong and also elsewhere, this Part shall apply only to its  
 
principal place of business in Hong Kong and its local branches and shall do so as  
 
if that principal place of business and those branches were collectively a separate  
 
authorized institution.  
 
 
(3A)  Subject to subsection (3B), for the purposes of calculating the liquidity ratio  
 
of an authorized institution incorporated in Hong Kong, the Monetary Authority  
 
may, by notice in writing to the institution, require the liquidity ratio of the  
 
institution to be calculated- 
 
 
  (a) on a consolidated basis instead of an unconsolidated basis; or 
 
 
  (b) on both a consolidated basis and an unconsolidated basis.  
 
 
(3B) The Monetary Authority may, in a notice under subsection (3A) to an  
 
authorized institution, require the liquidity ratio of the institution to be calculated on  
 
a consolidated basis only in respect of such subsidiaries and overseas branches of  
 
the institution as are specified in the notice.  
 
 
(3C)  For the avoidance of doubt, it is hereby declared that the calculation of the  
 
liquidity ratio of an authorized institution on an unconsolidated basis means that  
 
any subsidiaries or overseas branches of the institution are excluded for the  
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purposes of that calculation.  
 
 
(4) The Financial Secretary may, by notice in the Gazette, vary the percentage  
 
specified in subsection (1). 
 
 

Failure to keep to liquidity ratio 
 
103.(1) Where an authorized institution contravenes section 102(1), it shall  
 
forthwith notify the Monetary Authority of that contravention and provide him  
 
with such particulars of that contravention as he may require.  
 
 
(2) Where the Monetary Authority is notified under subsection (1) of a  
 
contravention of section 102(1), he shall forthwith notify the Financial Secretary of  
 
that contravention and provide him with such particulars of that contravention as he  
 
may require.  
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) commits an offence and is liable on conviction upon  
 
indictment to a fine of $500,000 and to imprisonment for 5 years and, in the case  
 
of a continuing offence, to a further fine of $10,000 for every day during which the  
 
offence continues. 
 
 

Remedial action 
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104.(1) Where an authorized institution contravenes section 102(1), the  
 
institution and the Monetary Authority shall enter into discussions for the purposes  
 
of determining what remedial action is required to be taken by the institution for it  
 
to comply with that section, but the Monetary Authority shall not be bound by any  
 
such discussions. 
 
 
(2) The Monetary Authority may, after holding such discussions as he thinks fit  
 
under subsection (1), by notice in writing served on the authorized institution,  
 
require the institution to take such remedial action as is specified in the notice for  
 
the purpose of having the institution comply with section 102(1). 
 
 
(3) Any authorized institution aggrieved by any requirement contained in a  
 
notice under subsection (2) served on it by the Monetary Authority may appeal to  
 
the Governor in Council against the requirement, but that requirement shall take  
 
effect immediately, notwithstanding that an appeal has been or may be made under  
 
this subsection.  
 
 
(4) (Repealed) 
 
 
(5) Every director and every manager of an authorized institution which 
 
contravenes any requirement contained in a notice under subsection (2) commits an  
 
offence and is liable on conviction upon indictment to a fine of $500,000 and to  
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imprisonment for 5 years and, in the case of a continuing offence, to a further fine  
 
of $10,000 for every day during which the offence continues. 
 
 

Monetary Authority may vary liquidity ratio for  
 

particular authorized institutions 
 
105.(1) The Monetary Authority may, by notice in writing served on an  
 
authorized institution, vary the liquidity ratio specified in section 102(1) in relation  
 
to that institution by increasing or decreasing the ratio and, where the ratio is so  
 
varied, sections 102, 103 and 104 shall, in relation to that institution, apply as if the  
 
ratio specified in section 102(1) were the ratio as so varied. 
 
 
(2) Where the Monetary Authority varies under subsection (1) the liquidity ratio  
 
of any authorized institution, he shall forthwith provide the Financial Secretary with  
 
particulars of the variation. 
 
 
(3) An authorized institution aggrieved by a variation of the liquidity ratio  
 
contained in a notice under subsection (1) served on it by the Monetary Authority  
 
may appeal to the Governor in Council against the variation, but that variation shall  
 
take effect immediately, notwithstanding that an appeal has been or may be made  
 
under this subsection.  
 
 
(4) (Repealed) 

 



http://www.ukincorp.co.uk - UK Company Formation Agent 273 

 
Authorized institutions not to create certain 

 
charges and to notify Monetary Authority of certain civil proceedings 

 
106.(1) An authorized institution incorporated in Hong Kong shall not, except  
 
with the approval of the Monetary Authority, which approval shall be subject to  
 
such conditions as he may think proper to attach thereto, by whatever means create  
 
any charge over its assets if either- 
 
 
  (a) the aggregate value of all charges existing over its total assets  
 
   (excluding contra items) is 5% or more of the value of those  
 
   total assets; or 
 
 
  (b) creating that charge would cause the aggregate value of all  
 
   charges (including that first-mentioned charge) over its total  
 
   assets (excluding contra items) to be more than 5% of the value  
 
   of those total assets.  
 
 
(2)  The Monetary Authority may, by notice in the Gazette, specify a charge, or a  
 
class of charges, to which subsection (1) shall not apply.  
 
 
(3) Where any civil proceedings have been instituted against any authorized  
 
institution incorporated in Hong Kong, irrespective of whether the proceedings  
 
have been instituted before, on or after the commencement of this Ordinance, the  
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institution shall, if those proceedings materially affect, or could materially affect,  
 
the financial position of the institution, forthwith notify the Monetary Authority of  
 
those proceedings and provide the Monetary Authority with such particulars of  
 
those proceedings as he may require.  
 
 
(4) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) or (3) commits an offense and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $200,000 and to  
 
   imprisonment for 2 years and, in the case of a continuing  
 
   offence, to a further fine of $10,000 for every day during which  
 
   the offence continues; and 
 
 
  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 6 months and, in the case of a continuing  
 
   offence, to a further fine of $5,000 for every day during which  
 
   the offence continues. 
 
 
(5) For the purposes of subsection (l) - 
 
 
 “assets” includes assets outside Hong Kong; 
 
 
 “charge” includes lien, encumbrance, equitable interest and third party right, 
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 but does not include a charge, or a class of charges, specified in a notice  
 
 under subsection (2);  
 
 
 “value” shall have the same meaning assigned to it in section 79(1). 
 
 
 

PART XIX 
 
 
107-116. (Repealed) 
 
 
 

PART XX - Investigations Of Authorized Institutions 
 
 

Investigations on behalf of Financial Secretary 
 
117.(1) If it appears to the Monetary Authority that it is in the interests of  
 
depositors of an authorized institution or a former authorized institution or in the  
 
public interest that an inquiry should be made into the affairs, business or property  
 
of that institution he may make a report to that effect to the Financial Secretary.  
 
 
(2) The Financial Secretary, on receipt of a report under subsection (1), may  
 
appoint a competent person to report to him and the Monetary Authority on the  
 
state and conduct of the affairs, business and property of the authorized institution  
 
or former authorized institution concerned, or any particular aspect thereof  
 
specified by the Financial Secretary.  
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(3) The Financial Secretary may, from time to time after making an  
 
appointment under subsection (2), and before the person so appointed reports to  
 
him, require that person to inquire into any further aspect of the authorized  
 
institution or former authorized institution concerned.  
 
 
(4) The person appointed under subsection (2) shall be paid such remuneration  
 
and allowances and be appointed on such terms as the Financial Secretary shall  
 
from time to time determine. 
 
 
(5) On receipt of the report of the person appointed under subsection (2) the  
 
Financial Secretary may, without limiting the generality of the exercise by him of  
 
any other powers which he may exercise under this Ordinance- 
 
 
  (a) if he is of the opinion that it is in the public interest to do so,  
 
   cause the whole or any part of a report under this section to be  
 
   published in such manner as he thinks fit: 
 
 

Provided that nothing in a report published under this  
 

paragraph shall enable any particular customer of an authorized  
 
institution to be identified or reveal details of the affairs of any  
 
such customer without the consent of that customer; 
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  (b) require the person appointed under subsection (2) to report  
 
   further on any matters arising from the report; 
 
 
  (c) refer the report to the Governor in Council with the  
 
   recommendation that the Governor in Council should exercise  
 
   his power under section 53(1)(iii);  
 
 
  (d) if it appears that an offence may have been committed by any  
 
   person, refer the report to the Attorney General; 
 
 
  (e) (Repealed) 
 
 
  (f) apply to the High Court for a winding-up order under section  
 
   122(5).  
 
 
(6) The Financial Secretary shall not exercise his powers under subsection 
 
(2) in the case of a former authorized institution which ceased to be an authorized  
 
institution 12 months or more before the date of the report under subsection (1). 
 
 
(7) Any person who- 
 
 
  (a) with intent to defeat the purposes of this section or to delay or  
 
   obstruct the carrying out of an investigation under this section- 
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   (i) conceals, destroys, mutilates or alters a document  
 
    relating to a matter which is the subject of an  
 
    investigation by a person appointed under subsection (2);  
 
    or 
 
 
   (ii) sends, or causes to be sent, or conspires with another  
 
    person to send, out of Hong Kong any such document;  
 
    or 
 
 
  (b) knowingly furnishes to a person appointed under subsection (2)  
 
   any information which is false or misleading in a material  
 
   particular, 
 
 
commits an offence and is liable on conviction upon indictment or on summary  
 
conviction to a fine of $20,000 and to imprisonment for 2 years. 
 
 
(8) For the avoidance of doubt, it is hereby declared that the reference in  
 
subsection (6) to “former authorized institution” shall include any person which  
 
was a deposit-taking company within the meaning of this Ordinance as in force at  
 
any time before the commencement of the Banking (Amendment)  Ordinance 1990.  
 
 

Powers of the inspector and offences in connection with the investigation 
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118.(1) Subject to this section, the inspector may determine the manner in  
 
which an inquiry under section 117 is to proceed. 
 
 
(2) If the inspector thinks it necessary for the purposes of his investigation, he  
 
may also investigate the affairs, business and property of any company which is or  
 
has at any relevant time been- 
 
 
  (a) a holding company or subsidiary of the body whose affairs,  
 
   business and property is under investigation; 
 
 
  (b) a subsidiary of a holding company of that body; or 
 
 
  (c) a holding company of a subsidiary of that body. 
 
 
(3) It shall be the duty of every director, manager, employee, or agent of a  
 
company whose affairs, business and property is under investigation (whether by  
 
virtue of section 117(2) or subsection (2)) and any person who has in his  
 
possession books, papers or information relevant to the investigation- 
 
 
  (a) to produce to the inspector all books and papers relating to the  
 
   company concerned which are in his custody or power; 
 
 
  (b) to attend before the inspector when required to do so; and 
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  (c) to answer truthfully and to the best of his ability any questions  
 
   which may be put to him by the inspector and which are  
 
   relevant to the investigation: 
 
 

Provided that an inspector shall not require the disclosure by a solicitor or  
 
counsel of any privileged communication, whether oral or written, made to or by him  
 
in that capacity. 
 
 
(4) Anything said by any person in answer to a question put by the inspector  
 
under subsection (3)(c) shall be inadmissible in any criminal proceedings other  
 
than criminal proceedings brought under this section. 
 
 
(5) Any director, manager, employee or agent of a company and any other  
 
person who- 
 
 
  (a) without reasonable excuse fails to produce any books or papers  
 
   which it is his duty to produce under subsection (3); or 
 
 
  (b) without reasonable excuse fails to attend before the inspector  
 
   when required to do so under this section; or 
 
 
  (c) fails to answer to the best of his ability any question which is  
 
   put to him by an inspector with respect to any affairs, business  
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   and property which are or is under investigation under section  
 
   117 or to the affairs, business and property of any body  
 
   corporate which are or is being investigated by virtue of  
 
   subsection (2), 
 
 
commits an offence and is liable on conviction upon indictment or on summary  
 
conviction to a fine of $20,000 and to imprisonment for 6 months. 
 
 
(6) In this section- 
 
 
  (a) “inspector” means a person appointed under section 117(2); 
 
 
  (b) any reference to a director, manager, employee or agent of a  
 
   company includes a reference to a person who has been but no  
 
   longer is a director, manager, employee or agent of that  
 
   company; 
 
 
  (c) “agent” in relation to a company whose affairs, business and  
 
   property are or is under investigation includes its bankers and  
 
   solicitors and any persons, whether officers of the body or not,  
 
   who are employed as its auditors. 

 
 

 
PART XXI - Miscellaneous 
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Governor in Council to decide whether or not banking business or business  
 

of taking deposits is being conducted 
 

119.(1) In the event of any dispute as to whether a person is carrying on a  
 
banking business or a business of taking deposits, the matter, except in the case of  
 
a prosecution for any offence against this Ordinance, shall be submitted to the  
 
Governor in Council for his determination; and the decision of the Governor in  
 
Council shall be final and conclusive for all purposes of this Ordinance. 
 
 
(2) A submission under subsection (1) may be made by the Financial Secretary  
 
or by any bank, deposit-taking company or restricted licence bank or person which  
 
or who is interested in the determination of the matter.  
 
 

Official secrecy 
 
120.(1) Except as may be necessary for the exercise of any function under this  
 
Ordinance or for carrying into effect the provisions of this Ordinance, every person  
 
to whom this subsection applies-  
 
 
  (a) shall preserve and aid in preserving secrecy with regard to all  
 
   matters relating to the affairs of any person that may come to  
 
   his knowledge in the exercise of any function under this  
 
   Ordinance; 
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  (b) shall not communicate any such matter to any person other than  
 
   the person to whom such matter relates; and 
 
 
  (c) shall not suffer or permit any person to have access to any  
 
   records in the possession, custody or control of any person to  
 
   whom this subsection applies. 
 
 
(2) Subsection (1) shall apply to any person who is or has been- 
 
 
  (a) a public officer; 
 
 
  (b) a person authorized by the Monetary Authority; 
 
 
  (c) the Advisor of an authorized institution;  
 
 
  (d) the Manager of an authorized institution;  
 
 
  (da)  a person appointed under section 53G(5);  
 
 

(e)  a person appointed under section 117(2); and  
 
(f)  a person employed by or assisting a person to whom this  
 

subsection applies by virtue of paragraph (b), (c), (d), or (e), 
 
 
who exercises or has exercised any function under this Ordinance. 
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(3) Subsection (1) shall not apply if the Manager of an authorized institution is  
 
required to comply with a notice to furnish returns and information under section  
 
51 of the Inland Revenue Ordinance (Cap. 112).  
 
 
(4) No person who exercises any function in the course of an examination or  
 
investigation under section 47, 50, 55 or 117 or who receives reports, returns or  
 
information submitted under section 47, 50, 55, 56, 59, 63 or 64 shall be required  
 
to produce in any court any book, account or other document whatsoever or to  
 
divulge or communicate to any court any matter or thing coming under his notice  
 
in the exercise of his functions under this Ordinance, except as may be necessary in  
 
the course of a prosecution for any offence or of a winding-up by the High Court  
 
under section 122.  
 
 
(5) Subsection (1) shall not apply- 
 
 
  (a) to the disclosure of information in the form of a summary of  
 
   similar information provided by a number of authorized  
 
   institutions if the summary is so framed as to prevent  
 
   particulars relating to the business of any particular authorized  
 
   institution being ascertained from it; 
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  (b) to the disclosure of information with a view to the institution of,  
 
   or otherwise for the purposes of, any criminal proceedings,  
 
   whether under this Ordinance or otherwise; 
 
 
  (c) in connection with any other legal proceedings arising out of  
 
   this Ordinance; 
 
 
  (d) to the disclosure of information to the police or the Independent  
 
   Commission Against Corruption, at the request of the Attorney  
 
   General, relevant to the proper investigation of any criminal  
 
   complaint; 
 
 
  (e) to the disclosure of information by the Monetary Authority  
 
   with a view to the institution of, or otherwise for the purposes  
 
   of, any disciplinary proceedings relating to the exercise of his  
 
   professional duties by an auditor or former auditor of an  
 
   authorized institution or former authorized institution, whether  
 
   or not the auditor or former auditor, as the case may be, was  
 
   appointed under section 50, 59 or 63;  

 
 

  (f) to the disclosure of information by the Monetary Authority to  
 
   the Governor, the Financial Secretary, the Secretary for  
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   Financial Services, an inspector appointed by the Financial  
 
   Secretary to investigate the affairs of a company, a person  
 
   holding an authorized statutory office or any public officer  
 
   authorized by the Financial Secretary for the purposes of this  
 
   paragraph where, in the opinion of the Monetary Authority  
 
 
   (i) it is desirable or expedient that information should be so  
 
    disclosed in the interests of depositors or potential  
 
    depositors or the public interest; or 
 
 
   (ii) such disclosure will enable or assist the recipient of the  
 
    information to exercise his functions and it is not  
 
    contrary to the interests of depositors or potential  
 
    depositors or the public interest that the information  
 
    should be so disclosed; 
 
 
  (g) to the disclosure of information by the Monetary Authority to  
 
   an auditor of an authorized institution or former authorized  
 
   institution, or to a former auditor, for the purpose of enabling or  
 
   assisting the Monetary Authority to discharge his functions  
 
   under this Ordinance;  
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  (ga)  to the disclosure of information- 
 
 
   (i)  to any person appointed under section 5A(3) of the  
 
    Exchange Fund Ordinance (Cap. 66); and 
 
 
   (ii) where such disclosure will enable or assist such person  
 
    to assist the Monetary Authority in the performance of  
 
    any of the functions referred to in that section;  
 
 
  (h) subject to subsection (5D), to the disclosure of information by  
 
   the Monetary Authority with the consent of- 
 
 
   (i)  the person from whom the information was obtained or 
 
    received; and 
 
 
   (ii) where the information does not relate to such person, the  
 
    person to whom it relates; or  
 
 
  (i) to the disclosure of information which has been made available  
 
   to the public by virtue of being disclosed in any circumstances  
 
   in which, or for any purpose for which, disclosure is not  
 
   precluded by this section or section 121.  
 
 
(5A)  For the purposes of subsection (5)(f), “authorized statutory office” means- 
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  (a) the Insurance Authority under the Insurance Companies  
 
   Ordinance(Cap.41);or  
 
 

(b)  the Securities and Futures Commission.  
 
(c)-(d) (Repealed) 

 
    

(5B)  The Legislative Council may, by resolution, amend subsection (5A).  
 
 
(5C)  The Monetary Authority may attach a condition to any disclosure of  
 
information made pursuant to subsection (5)(b), (c), (d), (e), (1) or (ga), and shall  
 
attach a condition to any disclosure of information made pursuant to subsection  
 
(5)(g), that neither-  
 
 
  (a) the person to whom the information has been disclosed; nor 
 
 
  (b) any person obtaining or receiving the information (whether  
 
   directly or indirectly) from the person referred to in paragraph  
 
   (a), 
 
 
shall disclose that information to any other person without the consent of the  
 
Monetary Authority.  
 
 
(5D)  Subsection (5)(h) shall not operate to require the Monetary Authority to  
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disclose in or in relation to any civil proceedings any information which he may  
 
disclose, or has disclosed, pursuant to that subsection.  

 
 
(6) Any person who- 
 
 
  (a) contravenes subsection (1); 
 
 
  (b) aids, abets, counsels or procures any person to contravene  
 
   subsection (1); or 
 
 
  (c) knowing that the condition referred to in subsection (5C) has  
 
   been attached to a disclosure of information made pursuant to  
 
   subsection (5), contravenes, or aids, abets, counsels or procures  
 
   any person to contravene, that condition,  
 
 
commits an offence and is liable- 
 
 
   (i) on conviction upon indictment to a fine of $500,000 and  
 
    to imprisonment for 2 years; or 
 
 
   (ii) on summary conviction to a fine of $50,000 and to  
 
    imprisonment for 6 months. 
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Disclosure of information relating to authorized institutions 
 
121.(1) Subject to subsection (3), and notwithstanding section 120, the  
 
Monetary Authority may disclose information to an authority in a place outside  
 
Hong Kong where- 
 
 
  (a) that authority exercises functions in that place corresponding to  
 
   the functions of- 
 
 
   (i) the Monetary Authority; or 
 
 
   (ii) an authorized statutory office within the meaning of  
 
    section 120(5A); and 
 
 
  (b) in the opinion of the Monetary Authority- 
 
 
   (i) that authority is subject to adequate secrecy provisions in  
 
    that place; and 
 
 
   (ii) it is desirable or expedient that information should be so 
 
    disclosed in the interests of depositors or potential  
 
    depositors or the public interest; or 
 
 
   (iii) such disclosure will enable or assist the recipient of the  
 
    information to exercise his functions and it is not  
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    contrary to the interests of depositors or potential  
 
    depositors or the public interest that the information  
 
    should be so disclosed.  
 
 
(2) Subject to subsection (3) and notwithstanding section 120, the Monetary  
 
Authority may, if he considers that it is in the interests of customers of the  
 
representative office, provide to the appropriate recognized banking supervisory  
 
authority of a place outside Hong Kong which is, in his opinion, subject to  
 
adequate secrecy provisions in that place information on matters relating to the  
 
affairs of a local representative office which is maintained by a bank incorporated  
 
in that place or in respect of which the Monetary Authority is of the opinion that the  
 
authority has primary supervisory responsibility.  
 
 
(2A)  (Replaced) 
 
 
(3) Under no circumstances shall the Monetary Authority provide any  
 
information under this section relating to the affairs of any individual customer of  
 
an authorized institution or a local representative office.  

 
 

Winding-up of authorized institutions 
 
122.(1)  The provisions of the Companies Ordinance (Cap. 32) with regard to  
 
a creditors’ voluntary winding-up shall not apply to authorized institutions. 
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(2) On a petition by the Financial Secretary, acting in accordance with a direction  
 
of the Governor in Council under section 53(1)(iii), the High Court may- 
 
 
  (a) on any ground specified in section 177 of the Companies  
 
   Ordinance (Cap. 32); or 
 
 
  (b) if it is satisfied that it is in the public interest that the authorized 
 
   institution or former authorized institution should be wound up,  
 
 
order the winding-up of an authorized institution or former authorized institution in  
 
accordance with the provisions of the Companies Ordinance (Cap. 32) relating to the  
 
winding-up of companies. 
 
 
(3) Where before the presentation of a petition for the winding up of an  
 
authorized institution by the High Court, and whether or not the petition is  
 
presented by the Financial Secretary, there has in respect of the institution been a  
 
direction given under section 52(1)(C) which has continued in force at all times  
 
until the presentation of the petition, and a winding-up order is made thereon, then,  
 
notwithstanding the provisions of section 184(2) of the Companies Ordinance  
 
(Cap. 32), the winding up of the institution by the High Court shall, for the  
 
purposes of sections 170, 179, 182, 183, 266, 267, 269 and 274, and paragraphs  
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(d), (e), (h), (i), (j), (k), (1) and (o) of section 271(1), of that Ordinance, be deemed  
 
to have commenced at the time the direction was so given.  
 
 
(4) Nothing in section 182 of the Companies Ordinance (Cap. 32) shall  
 
invalidate any disposition of the business or property of an authorized institution  
 
made by the Manager of the institution, or by the institution under the direction of  
 
the Manager, acting in good faith in the course of managing the affairs, business  
 
and property of the institution.  
 
 
(5) Where the Financial Secretary is entitled to petition the High Court by virtue  
 
of section 117(5)(f), the High Court may wind up a deposit-taking company or  
 
restricted licence bank or former deposit-taking company or restricted licence bank  
 
in accordance with the provisions of the Companies Ordinance (Cap. 32) relating  
 
to the winding-up of companies if- 
 
 
  (a) the deposit-taking company or restricted licence bank is unable  
 
   to pay sums due and payable to its depositors or is able to pay  
 
   such sums only by defaulting on its obligations; or 
 
 
  (b) the value of the deposit-taking company's or restricted licence  
 
   bank's assets is less than the amount of its liabilities.  
 
 
(6) Nothing in this section shall authorize the winding-up of a former deposit- 



http://www.ukincorp.co.uk - UK Company Formation Agent 294 

 
taking company or restricted licence bank which does not continue to have any  
 
liability in respect of any deposit for which it had a liability at the time when it was  
 
authorized.  
 
 

Offences by directors, managers, trustees, employees and agents 
 
123. Any director, manager, trustee, employee or agent of any authorized 
 
institution who, with intent to deceive- 
 
 
  (a) wilfully makes, or causes to be made, a false entry in any book  
 
   of record or in any report, slip, document or statement of the  
 
   business, affairs, transactions, condition, assets or accounts of  
 
   the institution; 
 
 
  (b) wilfully omits to make an entry in any book of record or in any  
 
   report, slip, document or statement of the business, affairs,  
 
   transactions, condition, assets or accounts of the institution, or  
 
   wilfully causes any such entry to be omitted; or 
 
 
  (c) wilfully alters, abstracts, conceals or destroys an entry in any  
 
   book of record, or in any report, slip, document or statement of  
 
   the business, affairs, transactions, condition, assets or accounts  
 
   of the institution, or wilfully causes any such entry to be  
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   altered, abstracted, concealed or destroyed, 
 
 
commits an offence and is liable- 
 
 
   (i) on conviction upon indictment to a fine of $500,000 and  
 
    to imprisonment for 5 years; or 
 
 
   (ii) on summary conviction to a fine of $50,000 and to  
 
    imprisonment for 2 years. 
 
 

Prohibition on receipt of commission by staff 
 
124. Any director or employee of an authorized institution, who asks for or 
 
receives, consents or agrees to receive any gift, commission, emolument, service,  
 
gratuity, money, property or thing of value for his own personal benefit or  
 
advantage or for that of any of his relatives, for procuring or endeavouring to  
 
procure for any person any advance, loan, financial guarantee or credit facility from  
 
that institution or the purchase or discount of any draft, note, cheque, bill of  
 
exchange or other obligation by that institution, or for permitting any person to  
 
overdraw any account with that institution, commits an offence and is liable- 
 
 
  (a) on conviction upon indictment to a fine of $100,000 and to  
 
   imprisonment for 5 years; or 
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  (b) on summary conviction to a fine of $50,000 and to  
 
   imprisonment for 2 years. 
 
 

Search warrants and seizures 
 
125.(1) If a magistrate is satisfied by information on oath that there is  
 
reasonable ground for suspecting that an offence under this Ordinance has been  
 
committed, the magistrate may issue a warrant empowering any police officer to  
 
enter and search any premises specified in the warrant. 
 
 
(2) A police officer to whom a warrant is issued under subsection (1) 
 
may- 
 
 
  (a) break open any outer or inner door of or in any premises which  
 
   he is empowered by the warrant to enter and search; 
 
 
  (b) inspect, seize and remove anything which the police officer has  
 
   reasonable grounds for believing to be or to contain evidence of  
 
   an offence under this Ordinance; and 
 
 
  (c) remove by force any person who obstructs any entry, search,  
 
   inspection, seizure or removal which he is empowered by this  
 
   subsection to make. 
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(3) A person from whom any books, accounts or other documents have been  
 
seized and removed under subsection (2) shall, pending any proceedings for an  
 
offence under this Ordinance, be entitled to take copies of or extracts from such  
 
books, accounts or other documents. 
 
 
(4) Any person who obstructs a police officer in the exercise of any power  
 
conferred on him by subsection (2) commits an offence and is liable on conviction  
 
upon indictment or on summary conviction to a fine of $50,000 and to  
 
imprisonment for 6 months. 
 
 

Defence where director or manager, etc. prosecuted 
 
126.(1) Subject to subsection (2), in proceedings for an offence under this  
 
Ordinance it shall be a defence for the person charged to prove that he took all  
 
reasonable precautions and exercised all due diligence to avoid the commission of  
 
such an offence by himself or any person under his control.  
 
 
(2) Subsection (1) shall not apply to an offence under section 46(8), 47(2) or  
 
(3), 50(6), 64(5), 72A(4), 73(2), 97(1), 117(7), 118(5), 120, 123 or 124.  
 
 

Limit of time for complaint or information 
 
126A.(1) In any case of an offence other than an indictable offence the  
 
complaint shall be made to or information laid before a magistrate, or an officer of  
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a magistrate's court who is authorized in writing for that purpose by a magistrate, at  
 
any time within 3 years after the commission of the offence and within 6 months  
 
after evidence sufficient in the opinion of the Attorney General to justify  
 
prosecution comes to his knowledge. 
 
 
(2) For the purposes of subsection (1) a certificate of the Attorney General as to  
 
the date on which such evidence as is mentioned in subsection (1) came to his  
 
knowledge shall be conclusive evidence of that fact. 
 
 

Indemnity 
 
127.(1) No liability shall be incurred by-  
 
 
  (a) any public officer; 
 
 
  (b) any person appointed under section 5A(3) of the Exchange  
 
   Fund Ordinance (Cap. 66) to assist the Monetary Authority;  
 
 
  (c) the Advisor of an authorized institution or any person appointed  
 
   under section 53 G (5) by the Advisor;  
 
 
  (d) the Manager of an authorized institution or any person  
 
   appointed under section 53G(5) by the Manager; or  
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(e)  any person appointed under section 117(2),  
 
 
as a result of anything done or omitted to be done by him bona fide in the exercise or  
 
purported exercise of any functions conferred or imposed by or under this  
 
Ordinance. 
 
 
(2) No liability shall be incurred by any chief executive, director, manager or  
 
employee of an authorized institution as a result of anything done or omitted to be  
 
done by him in good faith in the carrying out or purported carrying out of any  
 
directions given to him by the Manager of the institution.  
 
 
128. (Repealed) 
 
 

Validity of contract in contravention of this Ordin ance or  
 

any Ordinance repealed by this Ordinance 
 
129.(1) Subject to section 70B(4) and (5), the contravention of any  
 
prohibition in this Ordinance or in any Ordinance repealed by this Ordinance on the  
 
entering into of any contract shall not render that contract unenforceable.  
 
 
(2) Subsection (1) shall be deemed to have had effect from 1 April 1976, so,  
 
however, that nothing in that subsection as read with this subsection shall have  
 
effect in relation to any legal proceedings commenced before the commencement  
 
of this Ordinance. 
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(3) Subject to section 70B(4) and (5), for the avoidance of doubt, it is hereby  
 
declared that the contravention of any prohibition in this Ordinance or in any  
 
Ordinance repealed by this Ordinance on the entering into of any contract shall not  
 
render that contract void.  
 
 
(4) In this section, “contract” includes a deed which is not otherwise a contract.  
 
 
(5) This section shall not operate to prejudice the operation of section 53B(5) or  
 
(8), 53C(7) or (8) or 53E(1)(ii).  
 
 
130. (Repealed) 
 
 

Recovery of fees, expenses, etc. 
 
131.(1) There shall be recoverable at the suit of the Attorney General as a civil  
 
debt due to the Crown from the authorized institution concerned 
 
 
  (a) the amount of any fees payable under section 19, 45, 48 or 51;  
 
    
  (b) any remuneration and expenses payable by the authorized  
 
   institution pursuant to a determination under section 53G(7) to- 
 
 
   (i) the Advisor of the institution or any person appointed  
 
    under section 53G(5) by the Advisor; 
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   (ii) the Manager of the institution or any person appointed  
 
    under section 53G(5) by the Manager;  
 
 
  (c) (Repealed) 
 
 
  (d) any expenses ordered by the Financial Secretary to be defrayed  
 
   by the authorized institution under section 55(3).  
 
 
  (e) (Repealed) 
 
 
(2) There shall be recoverable, at the suit of the Attorney General, as a civil debt  
 
due from the applicants, jointly and severally, to the Crown, any expenses ordered  
 
by the Financial Secretary to be defrayed by the applicants under section 55(3). 
 
 
(3) Subject to subsection (5), any sum recoverable under this section at the suit  
 
of the Attorney General shall be a debt due to the Crown within the meaning of  
 
section 265(1)(d) of the Companies Ordinance (Cap. 32) and section 38(1)(d) of  
 
the Bankruptcy Ordinance (Cap. 6).  
 
 
(4) The fees, remuneration, expenses and sums of money recoverable under this  
 
section shall be paid to the Director of Accounting Services.  
 
 
(5) Any remuneration and expenses referred to in subsection (1)(b) payable by  
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an authorized institution shall, in any winding up by the High Court of the  
 
institution, have the same priority as is given under rule 179(1) of the Companies  
 
(Winding-up) Rules (Cap. 32 sub. leg.) to any costs, charges and expenses  
 
incurred by the Official Receiver. 
 
 

Cost related fees to be paid into Exchange Fund 
 
131A.  Any part of monies paid to the Director of Accounting Services under  
 
section 19, 45, 48, 51 or 131(4), which relates to the administrative or other costs  
 
incurred or likely to be incurred by the Exchange Fund in connection with or  
 
otherwise in relation to the performance of any function under this Ordinance, shall  
 
be paid by him into the Exchange Fund. 

 
 

Use of language 
 
132.(1) All entries in books and accounts kept by authorized institutions shall  
 
be recorded in the Chinese or English language and the Arabic system of numerals  
 
shall be employed.  
 
 
(2) All forms and information required to be sent and all returns required to be  
 
made to the Monetary Authority pursuant to any of the provisions of this  
 
Ordinance shall be compiled in the Chinese or English language and the Arabic  
 
system of numerals and, if any such form, information or return is a translation, be  
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certified to the satisfaction of the Monetary Authority as a true and correct  
 
translation .  
 
 
(3) Every director and every manager of an authorized institution which  
 
contravenes subsection (1) or (2) commits an offence and is liable on conviction  
 
upon indictment or on summary conviction to a fine of $50,000 and, in the case of  
 
a continuing offence, to a further fine of $5,000 for every day during which the  
 
offence continues. 
 
 

Power of Monetary Authority to specify forms 
 
133.(1) Subject to subsection (2), the Monetary Authority may specify the  
 
form of any document required under this Ordinance to be in the specified form  
 
and the form of such other documents required for the purposes of this Ordinance  
 
as he thinks fit. 
 
 
(2) The Monetary Authority's power under subsection (1), shall be subject to  
 
any express requirement under this Ordinance for a form, whether specified or  
 
otherwise, to comply with that requirement, but that requirement shall not restrict  
 
the exercise of that power in respect of that form to the extent that, in the opinion of  
 
the Monetary Authority, his exercise of that power in respect of that form does not  
 
contravene that requirement. 
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(3) For the avoidance of doubt, it is hereby declared that the Monetary  
 
Authority's power under subsection (1) may be exercised in such a way as to- 
 
 
  (a) include in the specified form of any document referred to in that  
 
   subsection a statutory declaration- 
 
 
   (i) to be made by the person completing the form; and 
 
 
   (ii) as to whether the particulars contained in the form are  
 
    true and correct to the best of that person's knowledge  
 
    and belief; 
 
 
  (b) specify 2 or more forms of any document referred to in that  
 
   subsection, whether as alternatives, or to provide for particular  
 
   circumstances or particular cases, as the Monetary Authority  
 
   thinks fit. 
 
 
(4) A form specified under this section shall be- 
 
 
  (a) completed in accordance with such directions and instructions  
 
   as are specified in the form; 
 
 
  (b) accompanied by such documents as are specified in the form;  
 
   and 
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  (c) if the completed form is required to be provided to the  
 
   Monetary Authority or any other person, so provided in the  
 
   manner, if any, specified in the form. 
 
 
(5)  In this section, “document” includes any accounts, application, notice and  
 
certificate. 
 
 

Service of notices 
 
134.(1) Subject to subsection (2), a notice (howsoever described) which is  
 
required to be served under this Ordinance, or which may be served under this  
 
Ordinance, on an authorized institution shall, in the absence of evidence to the  
 
contrary, be deemed to be so served if it is- 
 
 
  (a)  left at; 
 
 
  (b) sent by post to; or 
 
 
  (c) sent by telex, facsimile transmission or other similar method to,  
 
    
the institution's principal place of business in Hong Kong. 
 
 
(2)  A variation, notice, resolution or determination referred to in section  
 
52(2)(b)(i) , 53A(2)(b)(i), 53B(7)(b) or (8), 53F(3)(b)(i) or 53G(3)(b) or (8)(b)(iii)  
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which under that section is required to be, or may be, served on an authorized  
 
institution incorporated outside Hong Kong at its principal place of business outside  
 
Hong Kong shall, in the absence of evidence to the contrary, be deemed to be so  
 
served if it is- 
 
 
  (a) given to or served on an officer, within the meaning of section  
 
   2(1) of the Companies Ordinance (Cap. 32), of the institution at  
 
   that place; 
 
 
  (b) sent by post to that place; or 
 
 
  (c) sent by telex, facsimile transmission or other similar method to  
 
   that place. 
 
 
(3) Subsection (1) shall not operate to limit the generality of section 356 of the  
 
Companies Ordinance (Cap. 32). 
 
 
(4) Notwithstanding any other provision of this Ordinance (including any such  
 
provision referred to in subsection (2)), subsection (2) shall not operate to limit the  
 
generality of section 333 of the Companies Ordinance (Cap. 32) and, accordingly,  
 
a variation, notice, resolution or determination referred to in that subsection may be  
 
served on a person resident in Hong Kong who has been authorized as specified in  
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subsection (1)(c) of that section by the authorized institution concerned. 
 
 

Monetary Authority to consult, etc., before attaching  
 

conditions to authorization 
 
134A.(1) Before exercising any power under section 16 to attach to the  
 
authorization of any authorized institution any condition (including attach by way  
 
of amending conditions already attached to the authorization), the Monetary  
 
Authority shall, where he proposes to attach that condition to the authorization of- 
 
 
  (a) each authorized institution, consult with the following persons- 
 
 
   (i) the Banking Advisory Committee; 
 
 
   (ii) the Deposit-taking Companies Advisory Committee; 
 
 
   (iii) The Hong Kong Association of Banks incorporated by  
 
    section 3 of The Hong Kong Association of Banks  
 
    Ordinance (Cap. 364); and 
 
 
   (iv) The DTC Association (The Hong Kong Association of  
 
    Restricted Licence Banks and Deposit-Taking  
 
    Companies) incorporated under the Companies  
 
    Ordinance (Cap. 32) (including any successor thereof); 
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  (b) each authorized institution which is a bank, or which belongs to  
 
   a class of banks, consult with the persons referred to in  
 
   paragraph (a)(i) and (iii) or with each such institution; 
 
 
  (c) each authorized institution which is a deposit-taking company  
 
   or restricted licence bank, or which belongs to a class of  
 
   deposit-taking companies or restricted licence banks, consult  
 
   with the persons referred to in paragraph (a)(ii) and (iv) or with  
 
   each such institution; 
 
 
  (d) a particular authorized institution, give that institution an  
 
   opportunity, within such period as the Monetary Authority may  
 
   specify in writing, being a period reasonable in all the  
 
   circumstances, of being heard. 
 
 
(2) For the avoidance of doubt, it is hereby declared that any requirement under  
 
subsection (1) for the Monetary Authority to consult with persons referred to in  
 
that subsection in respect of any matter referred to in that subsection shall not  
 
operate to prevent the Monetary Authority from consulting with such other persons  
 
as he thinks fit in respect of that matter. 
 
 

Power to amend Schedules 
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135.(1) The Governor in Council may, by notice in the Gazette, amend the  
 
First, Seventh or Eighth Schedule. 
 
 
(2) The Legislative Council may, by resolution, amend the Second Schedule. 
 
 
(3) The Financial Secretary may, by notice in the Gazette, amend the Third,  
 
Fourth, Fifth, Ninth or Tenth Schedule.  
 
(4) (Repealed) 
 
 

Consent of Attorney General 
 
136. No prosecution in respect of any offence under this Ordinance shall be 
 
instituted without the consent in writing of the Attorney General. 
 
 
137.  (Amendments Incorporated) 
 
 

Exclusion of provisions of Gambling Ordinance 
 
137A.(1) Subject to subsection (2), the Gambling Ordinance (Cap. 148) shall  
 
not apply to any transaction proposed to be entered into, or entered into, by an  
 
authorized institution. 
 
 
(2) Subsection (1) shall not apply to a transaction, or a transaction belonging to a  
 
class of transactions, specified by the Monetary Authority by notice in the Gazette  
 
as being a transaction, or a class of transactions, as the case may be, to which that  
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subsection shall not apply.  
 
 

Prescribed instruments 
 
137B.(1)  In this Ordinance- 
 
 
 “prescribed instrument”- 
 
 
  (a) means an instrument- 
 
 
   (i) specified in the Sixth Schedule; and 
 
 
   (ii) in respect of which the Monetary Authority, or a person  
 
    approved under subsection (3)(a) for the purposes of this  
 
    definition, is the bearer for the purposes of facilitating  
 
    services for the clearing and settlement of transactions in  
 
    that instrument; and 
 
 
  (b) includes any right or interest- 
 
 
   (i) arising, whether directly or indirectly, under, or in respect  
 
    of, an instrument referred to in paragraph (a), and  
 
    irrespective of whether the right or interest may be  
 
    enforced, claimed or otherwise maintained- 
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    (A) by a person against the issuer of the instrument; or 
 
 
    (B) by another person against the person referred to in  
 
     sub-subparagraph (A); and 
 
 
   (ii) which may be evidenced by- 
 
 
    (A) a written document; 
 
 
    (B) information recorded in the form of any entry in a  
 
     book of account; 
 
 
    (C) information recorded (whether by means of a  
 
     computer or otherwise) in a non-legible form but  
 
     which is capable of being reproduced in a legible  
 
     form; or 
 
 
    (D) any combination of sub-subparagraphs (A), (B)  
 
     and (C). 
 
 
(2) Where, but for this subsection, a prescribed instrument would be a security  
 
within the meaning of the Securities Ordinance (Cap. 333), then, notwithstanding  
 
the provisions of that Ordinance, the prescribed instrument shall be deemed not to  
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be such a security if, and only if, the instrument concerned specified in the Sixth  
 
Schedule is not such a security. 
 
 
(3) The Monetary Authority may, by notice in the Gazette- 
 
 
  (a) approve a person for the purposes of the definition of  
 
   “prescribed instrument”; 
 
 
  (b) amend the Sixth Schedule. 
 
 
(4) For the avoidance of doubt, it is hereby declared that a notice under  
 
subsection (3)(a) is not subsidiary legislation. 

 
 
 

PART XXII - Transitional, Savings And Repeal 
 
 

Interpretation 
 
138. In this Part, unless the context otherwise requires- 
 
 
 “former bank” means a bank which, immediately before the commencement  
 
 of this Ordinance, held a former banking licence; 
 
 
 “former Banking Advisory Committee” means the Banking Advisory  
 
 Committee established by section 3 of the former Banking Ordinance and as  
 
 constituted immediately before the commencement of this Ordinance; 
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 “former banking licence” means a licence granted under section 7 or 42 of  
 
 the former Banking Ordinance and in force immediately before the  
 
 commencement of this Ordinance; 
 
 
 “former Banking Ordinance (Cap. 155, 1983 Ed.)” means the Banking 
 
 Ordinance 1964 repealed by this Ordinance; 
 
 
 “former Commissioner” means the person who was, immediately before  
 
 the commencement of this Ordinance, the Commissioner of Banking under  
 
 section 4 of the former Banking Ordinance and, for the purposes of this  
 
 Part, any reference in the former Deposit-taking Companies Ordinance to  
 
 the Commissioner of Deposit-taking Companies shall be deemed to be a  
 
 reference to such Commissioner of Banking; 
 
 
 “former Deposit-taking Companies Advisory Committee” means the  
 
 Deposit-taking Companies Advisory Committee established by section 4 of  
 
 the former Deposit-taking Companies Ordinance and as constituted  
 
 immediately before the commencement of this Ordinance; 
 
 
 “former Deposit-taking Companies Ordinance (Cap. 328, 1983 Ed.)” means  
 
 the Deposit-taking Companies Ordinance 1976 repealed by this Ordinance; 
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 “former deposit-taking licence” means a licence granted under section 16B  
 
 of the former Deposit-taking Companies Ordinance and in force  
 
 immediately before the commencement of this Ordinance; 
 
 
 “former registration” means registration under section 10 of the former  
 
 Deposit-taking Companies Ordinance which was in force immediately  
 
 before the commencement of this Ordinance. 
 
 

Appointed members of former committees to continue in office 
 
139.(1) Any member of the former Banking Advisory Committee who was  
 
such a member by virtue of an appointment under section 3(2) of the former  
 
Banking Ordinance shall, on and from the commencement of this Ordinance, be  
 
deemed to be a member of the Banking Advisory Committee as if, on that  
 
commencement, he had been appointed under section 4(2) to be a member of the  
 
Banking Advisory Committee for the period he had left to serve, immediately  
 
before that commencement, as a member of the former Banking Advisory  
 
Committee and, for that purpose and for that period, the terms on which he was so  
 
appointed as a member of the former Banking Advisory Committee shall be the  
 
terms on which he shall be a member of the Banking Advisory Committee. 
 
 
(2) Any member of the former Deposit-taking Companies Advisory  
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Committee who was such a member by virtue of an appointment under section  
 
5(1)(c) of the former Deposit-taking Companies Ordinance shall, on and from the  
 
commencement of this Ordinance, be deemed to be a member of the Deposit- 
 
taking Companies Advisory Committee as if, on that commencement, he had been  
 
appointed under section 5(2) to be a member of the Deposit-taking Companies  
 
Advisory Committee for the period he had left to serve, immediately before that  
 
commencement, as a member of the former Deposit-taking Companies Advisory  
 
Committee and, for that purpose and for that period, the terms on which he was so  
 
appointed as a member of the former Deposit-taking Companies Advisory  
 
Committee shall be the terms on which he shall be a member of the Deposit-taking  
 
Companies Advisory Committee. 
 
 
140. (Repealed) 
 
 

Authorized and employed persons to continue to be  
 

authorized and employed 
 
141. Any person who was, immediately before the commencement of this  
 
Ordinance, authorized or employed under section 4A of the former Banking  
 
Ordinance to assist the former Commissioner in the exercise of his functions and  
 
duties under the former Banking Ordinance, either generally or in any particular  
 
case, shall, on and from the commencement of this Ordinance, be deemed, in the  
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like capacity, to be authorized or employed to assist the Commissioner in the  
 
exercise of his functions under this Ordinance as if, on that commencement, he had  
 
been, in the like capacity, authorized or employed under section 8 to assist the  
 
Commissioner in the exercise of his functions under this Ordinance for the period  
 
he had left, immediately before that commencement, to be so authorized or  
 
employed under the former Banking Ordinance. 
 
 

Former applications for licenses, etc. deemed to be applications  
 

under this Ordinance 
 
142. Where, immediately before the commencement of this Ordinance, there 
 
was in existence- 
 
 
  (a) an application for a former banking licence under section 6 of  
 
   the former Banking Ordinance in relation to which the  
 
   Governor in Council had not granted or refused a former  
 
   banking licence under section 7 of the former Banking  
 
   Ordinance; 
 
 
  (b) an application for former registration under section 9 of the  
 
   former Deposit-taking Companies Ordinance in relation to  
 
   which there has not been any registration or refusal of  
 
   registration by the Commissioner under section 10 of the  
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   former Deposit-taking Companies Ordinance; or 
 
 
  (c) an application for a former deposit-taking licence under section  
 
   16A of the former Deposit-taking Companies Ordinance in  
 
   relation to which the Financial Secretary had not granted or  
 
   refused a former deposit-taking licence under section 16B of  
 
   the former Deposit-taking Companies Ordinance, 
 
 
then- 
 
 
   (i) in the case of an application referred to in paragraph (a),  
 
    the application shall be deemed to be an application under  
 
    section 15 for a banking licence; 
 
 
   (ii) in the case of an application referred to in paragraph (b),  
 
    the application shall be deemed to be an application under  
 
    section 20 for registration; and 
 
 
   (iii) in the case of an application referred to in paragraph (c),  
 
    the application shall be deemed to be an application under  
 
    section 24 for a deposit-taking license, 
 
 
and the provisions of this Ordinance shall apply accordingly. 
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Former licences, etc. deemed to be licences, etc. under this Ordinance 
 
 
143.(1) Any former banking licence shall, on and from the commencement of  
 
this Ordinance, be deemed to be- 
 
 
  (a) in the case of a former banking licence granted under section 7  
 
   of the former Banking Ordinance, a banking licence granted  
 
   under section 16;  
 
 
  (b) (Repealed) 
 
 
and the provisions of this Ordinance shall apply accordingly. 
 
 
(2) Any former registration shall, on and from the commencement of this  
 
Ordinance, be deemed to be registration under section 21, and the provisions of  
 
this Ordinance shall apply accordingly. 
 
 
(3) Any former deposit-taking licence shall, on and from the commencement of  
 
this Ordinance, be deemed to be a deposit-taking licence granted under section 25,  
 
and the provisions of this Ordinance shall apply accordingly. 
 
 
(4) Notwithstanding Part VII of the former Deposit-taking Companies  
 
Ordinance, any former registration or former deposit-taking licence which was,  
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immediately before the commencement of this Ordinance, suspended under that  
 
Part shall, on and from that commencement, but subject to section 146, be deemed,  
 
for the purposes of subsections (2) and (3) and the definitions of “former  
 
registration” and “former deposit-taking licence” in section 138, to be in force  
 
immediately before that commencement. 
 
 

Date of payment of certain fees 
 
144. Where, under this Ordinance, a bank, registered deposit-taking company 
 
or licensed deposit-taking company is required to pay any fee specified in the  
 
Second Schedule, irrespective of whether the words “authorized institution” are  
 
used to create any such requirement, by reference to the anniversary of the date on  
 
which the bank, registered deposit-taking company or licensed deposit-taking  
 
company was licensed or registered, as the case may be, or words to that effect,  
 
and the banking licence, registration or deposit-taking licence, as the case may be,  
 
held by that bank, registered deposit-taking company or licensed deposit-taking  
 
company is deemed by virtue of section 143 to be a banking licence, registration or  
 
deposit-taking licence, as the case may be, then, for the purposes of paying any  
 
such fee, and notwithstanding any other provision of this Ordinance, such  
 
reference to the anniversary of the date on which the bank, registered deposit-taking  
 
company or licensed deposit-taking company was incensed or registered shall be  
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the anniversary of the date on which the bank, registered deposit-taking company  
 
or licensed deposit-taking company was licensed or registered, as the case may be,  
 
under the former Banking Ordinance or former Deposit-taking Companies  
 
Ordinance, as the case may be. 
 
 

Conditions attached to former licences, etc. deemed to be  
 

conditions under this Ordinance 
 
145.(1) Where, immediately before the commencement of this Ordinance,  
 
there was in force any condition attached to a former banking licence under section  
 
7(1)(b) or 7A of the former Banking Ordinance and, on and from that  
 
commencement, the former banking licence is deemed by virtue of section 143 to  
 
be a banking licence, then, on and from that commencement, any such condition  
 
shall be deemed to be a condition attached to the banking licence as if, on that  
 
commencement, the Governor in Council had attached such condition under  
 
section 17 to the banking licence, and the provisions of this Ordinance shall apply  
 
accordingly. 
 
 
(2) Where, immediately before the commencement of this Ordinance, there was  
 
in force any condition attached to a former deposit-taking licence under section  
 
16B(1)(a) or (3) of the former Deposit-taking Companies Ordinance and, on and  
 
from that commencement, the former deposit-taking licence is deemed by virtue of  
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section 143 to be a deposit-taking licence, then, on and from that commencement,  
 
any such condition shall be deemed to be a condition attached to the deposit-taking  
 
licence as if, on that commencement, the Financial Secretary had attached such  
 
condition under section 25(3) to the deposit-taking licence, and the provisions of  
 
this Ordinance shall apply accordingly. 
 
 
(3) Where any local branch to which section 44(3) applies had in force,  
 
immediately before the commencement of this Ordinance, an approval under  
 
section 12A(1) or (3) of the former Banking Ordinance or section 16H(1) or (3) of  
 
the former Deposit-taking Companies Ordinance to which was attached any  
 
condition under section 12A(4) of the former Banking Ordinance or section  
 
16H(4) of the former Deposit-taking Companies Ordinance and which condition  
 
was in force immediately before that commencement, then, on and from that  
 
commencement, any such condition shall be deemed to be attached to the approval  
 
under section 44 of the local branch as if, on that commencement, the  
 
Commissioner had attached such condition under section 44(4) to the approval,  
 
and the provisions of this Ordinance shall apply accordingly. 
 
 
(4) Where any local representative office to which section 46(2) applies had in  
 
force, immediately before the commencement of this Ordinance, an approval under  
 
section 12C(1) or (2) of the former Banking Ordinance to which was attached any  
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condition under section 12C(4) of the former Banking Ordinance and which  
 
condition was in force immediately before that commencement, then, on and from  
 
that commencement, any such condition shall be deemed to be attached to the  
 
approval under section 46 of the local representative office as if, on that  
 
commencement, the Commissioner had attached such condition under section  
 
46(4) to the approval, and the provisions of this Ordinance shall apply accordingly. 
 
 
(5) Where any overseas branch or overseas representative office to which  
 
section 49(3) applies had in force, immediately before the commencement of this  
 
Ordinance, an approval under section 12 F(1) or (3) of the former Banking  
 
Ordinance or section 16J(1) or (3) of the former Deposit-taking Companies  
 
Ordinance to which was attached any condition under section 12F(4) of the former  
 
Banking Ordinance or section 16J(4) of the former Deposit-taking Companies  
 
Ordinance and which condition was in force immediately before that  
 
commencement, then, on and from that commencement, any such condition shall  
 
be deemed to be attached to the approval under section 49 of the overseas branch or  
 
overseas representative office, as the case may be, as if, on that commencement,  
 
the Commissioner had attached such condition under section 49(4) to the approval,  
 
and the provisions of this Ordinance shall apply accordingly. 
 
 

Suspension of former registration, etc. deemed to be suspension  
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under this Ordinance 
 

146. Where any former registration or former deposit-taking licence which is, on  
 
and from the commencement of this Ordinance, deemed by virtue of section 143  
 
to be registration or a deposit-taking licence, was, immediately before that  
 
commencement, suspended under Part VII of the former Deposit-taking  
 
Companies Ordinance, then, on and from that commencement, that registration or  
 
that deposit-taking licence, as the case may be, shall, in the like manner, be deemed  
 
to be suspended under Part VI for the period concerned of such suspension left to  
 
serve immediately before that commencement as if, on that commencement and  
 
for that period, the designated authority under Part VI had suspended that  
 
registration or deposit-taking licence, as the case may be, and the provisions of this  
 
Ordinance shall apply accordingly. 
 
 

Actions, etc. under Part IV of former Banking Ordinance deemed to be  
 

actions under Part X of this Ordinance 
 
147. Where an act, matter or thing has been done under Part IV of the former  
 
Banking Ordinance by the Commissioner, the Financial Secretary or the Governor  
 
in Council to or in relation to a former bank and, on and from the commencement  
 
of this Ordinance, the former banking licence held by the former bank is deemed  
 
by virtue of section 143 to be a banking licence, then, on and from that  
 
commencement, to the extent that but for the enactment of this Ordinance that act,  
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matter or thing would on or after that commencement have had any force or effect  
 
or been in operation, that act, matter or thing shall, in the like manner, be deemed to  
 
have been done under Part X by the Commissioner, the Financial Secretary or the  
 
Governor in Council, as the case may be, to or in relation to the bank which holds  
 
that banking licence as if, on that commencement, that act, matter or thing were, to  
 
that extent, done under Part X by the Commissioner, the Financial Secretary or the  
 
Governor in Council, as the case may be, to or in relation to the bank, and the  
 
provisions of this Ordinance shall apply accordingly. 
 
 

Transitional provision in relation to certain letters of comfort 
 
148. A letter of comfort which was, immediately before the day of commencement  
 
of the Banking (Amendment) (No. 2) Ordinance 1991, deemed by section 148 at all  
 
times to have been accepted under paragraph (c) of the proviso to section 81(2) shall,  
 
on and from that date, be deemed at all times to have been accepted under section  
 
81(6)(b), and the provisions of this Ordinance shall apply accordingly. 
 
 

Transitional provisions in relation to section 87 
 
148A.(1) Where, immediately before 1 September 1986, any period allowed  
 
under the proviso to section 27(1) of the former Banking Ordinance, or under  
 
section 23B(3) of the former Deposit-taking Companies Ordinance, had not  
 
expired then, on and from that date, the unexpired portion of that period shall be  
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deemed to be a further period approved under, and for the purposes of, the proviso  
 
to section 87(1) as if, on that date, the Commissioner had given such approval  
 
under the proviso to section 87(1), and the provisions of this Ordinance shall apply  
 
accordingly. 
 
 
(2) Where, immediately before 1 September 1986, any period allowed under  
 
section 23B(2) of the former Deposit-taking Companies Ordinance had not expired  
 
then, on and from that date, the unexpired portion of that period shall be deemed to  
 
be a further period approved under, and for the purposes of, section 87(2)(a) as if,  
 
on that date, the Commissioner had given such approval under section 87(2)(a),  
 
and the provisions of this Ordinance shall apply accordingly. 
 
 
(3) Where, immediately before 1 September 1986, there was in force any  
 
approval under section 27(2) of the former Banking Ordinance then, on and from  
 
that date, any such approval shall be deemed to be an approval under, and for the  
 
purposes of, section 87(2)(b) as if, on that date, the Commissioner had given such  
 
approval under section 87(2)(b). 
 
 

Transitional provisions in relation to amendments made by Banking  
 

(Amendment) Ordinance 1990 
 
149.(1)  In this section- 
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 “deposit-taking licence” means a deposit-taking licence- 
 
 
 (a) granted, or deemed to be granted, under section 25 as in force at any  
 
  time before the relevant day; and 
 
 
 (b) in force immediately before the relevant day; 
 
 
 “licensed deposit-taking company” means a company which, immediately 
 
 before the relevant day, held a deposit-taking licence; 
 
 
 “relevant day” means the day of commencement of the relevant Ordinance;  
 
 
 “relevant Ordinance” means the Banking (Amendment) Ordinance 1990. 
 
 
(2) Where, immediately before the relevant day, there was an application for a  
 
deposit-taking licence under section 24 in relation to which the Financial Secretary  
 
had not granted or refused a deposit-taking licence under section 25 then, on and  
 
from the relevant day, that application shall be deemed to be an application under  
 
section 24 for a restricted banking licence, and the provisions of this Ordinance  
 
shall apply accordingly. 
 
 
(3) Any deposit-taking licence shall, on and from the relevant day, be deemed to  
 
be a restricted banking licence granted under section 25, and the provisions of this  
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Ordinance shall apply accordingly. 
 
 
(4) Notwithstanding Part VI as in force immediately before the relevant day,  
 
any deposit-taking licence which was, immediately before the relevant day,  
 
suspended under that Part shall, on and from the relevant day, be deemed, for the  
 
purposes of subsection (3) and the definition of “deposit-taking licence” in  
 
subsection (1), to have been in force immediately before the relevant day. 
 
 
(5) Where, immediately before the relevant day, there was in force any  
 
condition attached or deemed to be attached to a deposit-taking licence under  
 
section 25 and, on and from the relevant day, the deposit-taking licence is deemed  
 
by virtue of subsection (3) to be a restricted banking licence, then, on and from the  
 
relevant day, any such condition shall be deemed to be a condition attached to the  
 
restricted banking licence as if, on the relevant day, the Financial Secretary had  
 
attached such condition under section 25 to the restricted banking licence, and the  
 
provisions of this Ordinance shall apply accordingly.  
 
 
(6) Where any deposit-taking licence which is, on and from the relevant day,  
 
deemed by virtue of subsection (3) to be a restricted banking licence, was,  
 
immediately before the relevant day, suspended under Part VI, then, on and from  
 
the relevant day, that restricted banking licence shall, in the like manner, be deemed  
 
to be suspended under Part VI for the period concerned of such suspension left to  
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serve immediately before the relevant day as if, on the relevant day and for that  
 
period, the designated authority under Part VI had suspended that restricted  
 
banking licence, and the provisions of this Ordinance shall apply accordingly. 
 
 
(7) Where an act, matter or thing has been done or deemed to be done under  
 
Part X as in force at any time before the relevant day by the Commissioner, the  
 
Financial Secretary or the Governor in Council to or in relation to a licensed  
 
deposit-taking company and, on and from the relevant day, the deposit-taking  
 
licence held by that company is deemed by virtue of subsection (3) to be a  
 
restricted banking licence, then, on and from the relevant day, to the extent that but  
 
for the enactment of the relevant Ordinance that act, matter or thing would on or  
 
after the relevant day have had any force or effect or been in operation, that act,  
 
matter or thing shall, in the like manner, be deemed to have been done under Part  
 
X by the Commissioner, the Financial Secretary or the Governor in Council, as the  
 
case may be, to or in relation to the restricted licence bank which holds that  
 
restricted banking licence as if, on the relevant day, that act, matter or thing were, to  
 
that extent, done under Part X by the Commissioner, the Financial Secretary or the  
 
Governor in Council, as the case may be, to or in relation to the restricted licence  
 
bank, and the provisions of this Ordinance shall apply accordingly. 
 
 
(8) To the extent that any of the other provisions of this Part have any force or  
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effect or are in operation on or after the relevant day, any reference in those  
 
provisions to- 
 
 
  (a) a deposit-taking licence shall be deemed to be a reference to a  
 
   restricted banking licence; and 
 
 
  (b) a licensed deposit-taking company shall be deemed to be a  
 
   reference to a restricted licence bank, 
 
 
and the provisions of this Ordinance shall apply accordingly. 
 

 
(9)-(13) (Repealed) 

 
 

Transitional provisions in relation to amendments made by Banking  
 

(Amendment)(No. 2) Ordinance 1991 
 
150.(1)  In this section- 
 
 
 “relevant day” means the day of commencement of the relevant Ordinance;  
 
  
 “relevant Ordinance” means the Banking (Amendment) (No. 2) Ordinance  
 
 1991. 
 
 
(2) Section 70 shall not apply to a person becoming a controller of an authorized  
 
institution on or from the relevant day where the acts or circumstances by virtue of  
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which he became such a controller substantially occurred before the relevant day. 
 
 
(3) The definition of “controller” in section 2(1), and sections 70, 72, 72A 
 
and 126, as in force immediately before the relevant day, shall, on and from the 
 
relevant day, apply to a person referred to in subsection (2) as they would have 
 
applied to that person if the relevant Ordinance had never been enacted. 
 
 
(4) Where, immediately before the relevant day, there was in existence an  
 
application for an approval under section 70 or 72 in relation to which the  
 
Commissioner had not granted, or refused to grant, such approval, then, at any  
 
time on and from the relevant day, the Commissioner may grant, or refuse to  
 
grant, such approval as if the relevant Ordinance had never been enacted, and any  
 
such grant of, or refusal to grant, such approval made on or after the relevant day  
 
shall have such force or effect or operation as such grant of, or refusal to grant,  
 
such approval would have had if the relevant Ordinance had never been enacted. 
 
 
(5) Where any person to whom section 70 or 72, as in force immediately before  
 
the relevant day, applied to had not, before the relevant day, made an application  
 
under that section for an approval in respect of the matter by virtue of which that  
 
section applies to him, then, on and from the relevant day, that section shall apply  
 
to him in respect of such matter as if the relevant Ordinance had never been  
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enacted. 
 
 
(6) Where, immediately before the relevant day, there was in existence an  
 
approval (including any conditions to which such approval is subject), or refusal to  
 
grant an approval, under section 70 or 72, then, on and from the relevant day, any  
 
such approval (including any conditions to which such approval is subject) or  
 
refusal shall have such force or effect or operation as such approval or refusal  
 
would have continued to have had if the relevant Ordinance had never been  
 
enacted. 
 
 
(7) For the avoidance of doubt, it is hereby declared that where subsection (3),  
 
(4), (5) or (6) applies in relation to any person at any time on and from the relevant  
 
day, such application shall be without prejudice to the application of the provisions  
 
of Part XIII in relation to such person at any time on and from the relevant day. 
 
 
(8) Where an authorized institution contravenes section 74(1)- 
 
 
  (a) by failing to appoint not less than one alternate chief executive  
 
   of the institution; and 
 
 
  (b) at any time before the expiration of the period of 6 months  
 
   immediately following the relevant day, or such further period  
 
   as the Monetary Authority approves for the purposes of the  
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   application of section 71 to any person the institution proposes  
 
   to appoint as an alternate chief executive,  
 
 
section 74(2) shall not apply in relation to that contravention (including at any time  
 
on or after the expiration of that period or further period, as the case may be). 
 
 
(9) The financial exposure of an authorized institution under section 81(2) shall  
 
not include financial exposure for any item referred to in paragraph (c) of that  
 
section until a notice under section 81(3) in respect of that item is published in the  
 
Gazette. 
 
 
(10)  Where an authorized institution contravenes section 81(1), 83(1) or 
 
(2)(a), 87(1), 88(1) or 90(1) at any time before the expiration of the period of 
 
one year immediately following the relevant day, or such further period as the 
 
Monetary Authority approves in writing in any particular case-  

 
 
  (a) section 81(9), 83(7), 87(3), 88(6) or 90(3), as the case may be,  
 
   shall not, subject to paragraph (b), apply in relation to that  
 
   contravention (including at any time on or after the expiration of  
 
   that period or further period, as the case may be); and 
 
 
  (b) the institution shall, for so long as that contravention of that  
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   section continues, comply with that section as if the words  
 
   “paid-up capital and reserves” were substituted for the words  
 
   “capital base” appearing in that section and, accordingly, section  
 
   81(9), 83(7), 87(3), 88(6) or 90(3), as the case may be, shall  
 
   apply in relation to any contravention of that section by that  
 
   institution as that section applies to that institution with those  
 
   substituted words. 
 
 

Savings in relation to Exchange Fund (Amendment) Ordinance 1992 
 
151.(1) Notwithstanding the repeal of section 8 of this Ordinance by section  
 
16 of the relevant Ordinance, where immediately before the commencement of the  
 
relevant Ordinance, a person was authorized or employed as a result of an exercise  
 
of a power under that repealed section, the exercise of such power shall continue to  
 
have effect and be regarded as having been exercised by the Monetary Authority. 
 
 
(2) The repeal referred to in subsection (1) shall not be construed as affecting  
 
any authorization or employment to which section 141 applied immediately before  
 
the commencement of the relevant Ordinance. 
 
 
(3) Where immediately before the commencement of the relevant Ordinance- 
 
 
  (a) there was in existence an application to which section 142 then  
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   applied; 
 
 

(b)  there was in force any condition to which section 145(3), (4) or  
 

(5) then applied; 
 
 
  (c) an act, matter or thing to which section 147 then applied had  
 
   any force or effect or was in operation; 
 
 
  (d) there was in existence an approval to which section 148A then  
 
   applied; 
 
 
  (e) an act, matter or thing to which section 149(7) then applied had  
 
   any force or effect or was in operation; or 
 
 

(f)  there was in existence an application to which section 150(4)  
 

then applied, 
 
 
then, on and from the commencement of the relevant Ordinance, the section of this  
 
Ordinance which, having regard to paragraph (a), (b), (c), (d), (e) or (f) is the  
 
relevant section, shall, in relation to such application, condition, act, matter or thing  
 
or approval as may be appropriate, be construed and have effect as if any reference  
 
therein to the “Commissioner” were substituted for by a reference to the “Monetary  
 
Authority”. 
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(4) Notwithstanding the amendment of section 150(8) and (10) by section 
 
25(2) of the relevant Ordinance, any further period granted under section 150(8) 
 
or (10) and which on the commencement of the relevant Ordinance had not 
 
expired, shall continue to run as if that section had not been so amended. 
 
 
(5)  Where- 
 
 
  (a) any act, matter or thing which the Monetary Authority is  
 
   required, empowered or authorized to do under or pursuant to  
 
   any enactment, on or after the commencement of the relevant  
 
   Ordinance, was done by any person other than the Monetary  
 
   Authority before such commencement; and 
 
 
  (b) the act, matter or thing was in force or existence immediately  
 
   before such commencement, 
 
 
that act, matter or thing shall continue in force, or where appropriate, to exist, on  
 
and from such commencement, as if it had been done by the Monetary Authority. 
 
 
(6)  In this section “relevant Ordinance” means the Exchange Fund (Amendment)  
 
Ordinance 1992. 

 
 

Transitional provisions in relation to Banking (Amendment) Ordinance 1995 
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152.(1)  In this section- 
 
 
 “former banking licence” means a banking licence- 
 
 
  (a) granted, or deemed to be granted, under section 16 as in force at  
 
   any time before the relevant day; and 
 
 
  (b) in force immediately before the relevant day; 
 
 
 “former registration” means registration- 
 
 
  (a) given, or deemed to be given, under section 21 as in force at  
 
   any time before the relevant day; and 
 
 
  (b) in force immediately before the relevant day; 
 
 
 “former restricted banking licence” means a restricted banking licence- 
 
 
  (a) granted, or deemed to be granted, under section 25 as in force at  
 
   any time before the relevant day; and 
 
 
  (b) in force immediately before the relevant day; 
 
 
 “relevant day” means the day of commencement of the relevant Ordinance;  
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 “relevant Ordinance” means the Banking (Amendment) Ordinance 1995. 
 
 
(2) Where, immediately before the relevant day, there was in existence- 
 
 
  (a) an application for a banking licence under section 15 in relation  
 
   to which the Governor in Council has not granted or refused a  
 
   banking licence under section 16; 
 
 
  (b) an application for registration as a deposit-taking company  
 
   under section 20 in relation to which there has not been any  
 
   registration or refusal of registration by the Monetary Authority  
 
   under section 21; or 
 
 
  (c) an application for a restricted banking licence under section 24  
 
   in relation to which the Financial Secretary has not granted or  
 
   refused a restricted banking licence under section 25, 
 
 
then, on and from the relevant day, the application shall be deemed to be an  
 
application under section 15 for authorization to carry on- 
 
 
   (i) in the case of paragraph (a), banking business; 
 
 
   (ii) in the case of paragraph (b), a business of taking deposits  
 
    as a deposit-taking company; 
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   (iii) in the case of paragraph (c), a business of taking deposits  
 
    as a restricted licence bank, 
 
 
and the provisions of this Ordinance shall apply accordingly. 
 
 
(3) Any former banking licence, former registration or former restricted  
 
banking licence shall, on and from the relevant day, be deemed to be- 
 
 
  (a) in the case of a former banking licence, a banking licence  
 
   granted under section 16; 
 
 
  (b) in the case of former registration, registration under that section; 
 
 
  (c) in the case of a former restricted banking licence, a restricted  
 
   banking licence granted under that section, 
 
 
and the provisions of this Ordinance shall apply accordingly. 
 
 
(4) Notwithstanding Part VI as in force immediately before the relevant day,  
 
any former registration or former restricted banking licence which was,  
 
immediately before the relevant day, suspended under that Part shall, on and from  
 
the relevant day, be deemed to have been in force immediately before the relevant  
 
day for the purposes of- 
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  (a) in the case of former registration, subsection (3) and the  
 
   definition of “former registration” in subsection (1); 
 
 
  (b) in the case of a former restricted banking licence, subsection (3)  
 
   and the definition of “former restricted banking licence” in  
 
   subsection (1). 
 
 
(5)  Where- 
 
 
  (a) immediately before the relevant day, there was in force any  
 
   condition attached or deemed to be attached to - 
 
 
   (i) a former banking licence under section 16 or 17; 
 
 
   (ii) former registration under section 21 or 22; or 
 
 
   (iii) a former restricted banking licence under section 25; and  
 
 
  (b) on and from the relevant day, that former banking licence,  
 
   former registration or former restricted banking licence is  
 
   deemed by virtue of subsection (3) to be a banking licence,  
 
   registration or restricted banking licence, as the case may be, 
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then, on and from the relevant day, any such condition shall be deemed to be a  
 
condition attached to that banking licence, registration or restricted banking licence,  
 
as the case may be, as if, on the relevant day, the Monetary Authority had attached  
 
such condition under section 16 to that banking licence, registration or restricted  
 
banking licence, as the case may be, and notwithstanding that the term  
 
“authorization” is used in section 16(1)(a) and (5), and the provisions of this  
 
Ordinance shall apply accordingly. 
 
 
(6) Where any former registration or former restricted banking licence which is,  
 
on and from the relevant day, deemed by virtue of subsection (3) to be registration  
 
or a restricted banking licence, as the case may be, was, immediately before the  
 
relevant day, suspended under Part VI, then, on and from the relevant day, that  
 
registration or restricted banking licence, as the case may be, shall, in the like  
 
manner, be deemed to be suspended under that Part for the period concerned of  
 
such suspension left to serve immediately before the relevant day as if, on the  
 
relevant day and for that period, the Monetary Authority had under that Part  
 
suspended that registration or restricted banking licence, as the case may be, and  
 
notwithstanding that the term “authorization” is used in that Part, and the  
 
provisions of this Ordinance shall apply accordingly. 
 
 
(7)  Where- 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 341 

 
  (a) immediately before the relevant day, there was in existence an  
 
   application under Part VII for the transfer of any former  
 
   banking licence, former registration or former restricted  
 
   banking licence from an authorized institution to another person  
 
   in relation to which the designated authority within the meaning  
 
   of that Part had not granted or refused such transfer; and 
 
 
  (b) on and from the relevant day, that former banking licence,  
 
   former registration or former restricted banking licence is  
 
   deemed by virtue of subsection (3) to be a banking licence,  
 
   registration or restricted banking licence, as the case may be, 
 
 
then, on and from the relevant day, that application shall be deemed to be an  
 
application under Part VII to the Monetary Authority for such transfer, and  
 
notwithstanding that the term “authorization” is used in Part VII, and the  
 
provisions of this Ordinance shall apply accordingly. 
 
 
(8)  Where- 
 
 
  (a) an act, matter or thing has been done or deemed to be done  
 
   under Part X as in force at any time before the relevant day by  
 
   the Monetary Authority, the Financial Secretary or the  
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   Governor in Council to or in relation to an authorized  
 
   institution; and 
 
 
  (b) on and from the relevant day, the former banking licence,  
 
   former registration or former restricted banking licence held by  
 
   that institution is deemed by virtue of subsection (3) to be a  
 
   banking licence, registration or restricted banking licence, as the  
 
   case may be, 
 
 
then, on and from the relevant day, to the extent that but for the enactment of the  
 
relevant Ordinance that act, matter or thing would on or after the relevant day have  
 
had any force or effect or been in operation, that act, matter or thing shall, in the  
 
like manner, and subject to such modifications as may be necessary, be deemed to  
 
have been done under Part X by the Monetary Authority, the Financial Secretary or  
 
the Governor in Council, as the case may be, to or in relation to the bank, deposit- 
 
taking company or restricted licence bank, as the case may be, which holds that  
 
banking licence, registration or restricted banking licence, as the case may be, as if,  
 
on the relevant day, that act, matter or thing were, to that extent, done under Part X  
 
by the Monetary Authority, the Financial Secretary or the Governor in Council, as  
 
the case may be, to or in relation to that bank, deposit-taking company or restricted  
 
licence bank, as the case may be, and the provisions of this Ordinance shall apply  
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accordingly. 
 
 
(9) To the extent that any of the other provisions of this Part have any force or  
 
effect or are in operation on or after the relevant day, they shall be read, and have  
 
such force or effect or operation, as the case may be, subject to such modifications  
 
as are necessary to take into account the provisions of this section. 
 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 344 

 
FIRST SCHEDULE 

 
 

[ss. 2(1), 12(3), 14(1) & 135(1)] 
 
 

Specified Period And Specified Sums 
 
1. 3 months. 
 
 
2. The sum for the purposes of section 14(1)(a) is $100,000 or an equivalent  
 
amount in any other currency. 
 
 
3. Sum for the purposes of section 14(1)(b) is $500,000 or an equivalent  
 
amount in any other currency.  
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SECOND SCHEDULE 

 
 

[ss. 19, 23, 26, 27, 45, 48, 51, 109, 135(2) & 144] 
 
 

Fees 
 
            $ 
 
 
1. Banking licence fee (section 19(1)) ................................................474,340 
 
 
1A. Renewal of banking licence fee (section 19(2)) ..............................474,340 
 
 
2. Registration fee (section 19(1))  .....................................................113,020 
 
 
3. Renewal of registration fee (section 19(2)) ....................................113,020 
 
 
4. Restricted banking licence fee (section 19(1)) ...............................384,270 
 
 
5. Renewal of restricted banking licence fee (section 19(2)) .............384,270 
 
 
6. Inspection fee (section 20(5)) .................................................................10 
 
 
7. Fee for a copy or extract, per page (section 20(5)) ....................................5 
 
 
8.  Fee for the establishment of a local branch of a bank, other  

than a restricted licence bank (section 45(1)) ..................................22,400 
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9.  Annual fee for maintaining a local branch of a bank, other  
than a restricted licence bank (section 45(1) and (2)) ......................22,400 

 
 
10.  Fee for the establishment of a local branch of a restricted  

licence bank or deposit-taking company (section 45(1)) ..................19,110 
 
 
11.  Annual fee for maintaining a local branch of a restricted  

licence bank or deposit-taking company (section 45(1) and (2)) ......19,110 
 
 
12. Fee for the establishment of a local representative office  
 (section 48(1)) .................................................................................22,400 
 
 
13.  Annual fee for maintaining a local representative office  

(section 48(1), (2) and (3)) ...............................................................22,400 
 
 
14.  Fee for the establishment of an overseas branch of a bank,  

other than a restricted licence bank (section 51(1)) ..........................44,800 
 
 
15.  Annual fee for maintaining an overseas branch of a bank,  

other than a restricted licence bank (section 51(1) and (2)) ..............44,800 
 
 
16.  Fee for the establishment of an overseas branch of a restricted  

licence bank or deposit-taking company (section 51(1)) .................. 38,400 
 
 
17.  Annual fee for maintaining an overseas branch of a restricted  

licence bank or deposit-taking company (section 51 (1) and (2)) .....38,400 
 
 
18.  Fee for the establishment of an overseas representative office  

of a bank, other than a restricted licence bank (section 51(1)) .........11,200 
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19.  Annual fee for maintaining an overseas representative office  
of a bank, other than a restricted licence bank (section 51(1) and (2))11,200  

 
20.  Fee for the establishment of an overseas representative office  

of a restricted licence bank or deposit-taking company  
(section 51(1)) ……………………………………….......................19,110 

 
 
21. Annual fee for maintaining an overseas representative office  
 of a restricted licence bank or deposit-taking company  

(section 51(1) and (2) ) ..................................................................19,110 
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THIRD SCHEDULE 
 

[ss. 98 & 135(3)] 
 
 

Capital Adequacy Ratio 
 
 
1.  In this Schedule- 
 
 “bank” means- 
 

(a) any authorized institution (other than any authorized institution  
 

the authorization of which is for the time being suspended  
 
   under section 24 or 25 of this Ordinance); and 
 
 
  (b) any bank incorporated outside Hong Kong which is not an  
 
   authorized institution, except such a bank- 
 
 
   (i)  which, in the opinion of the Monetary Authority, is not  
 
    adequately supervised by the relevant banking  
 
    supervisory authority; or 
 
 
   (ii) the licence or other authorization of which to carry on  
 
    banking business is for the time being suspended;  
 
 

“book value” in relation to any thing means its current book value after  
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 deducting the amount of any specific provision made in the books against a  
 
 reduction in its value; 
 
 
 “capital base” means the capital base of an authorized institution determined  
 
 in accordance with paragraph 3; 
 
 
 “Claims on or claims guaranteed by, authorized institutions in Hong Kong”  
 
 do not include any claim on or guarantee by an authorized institution the  
 
 authorization of which is for the time being suspended under this Ordinance;  
 
 
 “Core Capital” means the sum, calculated in Hong Kong dollars, of the book  
 
 values of the capital items listed in paragraph 3(a) to (f); 
 
 
 “debt securities” means securities other than shares or stocks; 
 
 
 “external sovereign debt” means cross-border debt contracted by, or  
 
 guaranteed by, a central government including any cross-border debt  
 
 contracted by, or guaranteed by, commercial or other non-central  
 
 government entities where there are factors indicative of a general inability  
 
 for such entities to comply with their debt terms due to the unavailability of  
 
 foreign currency, central government restrictions or regulations, or any other  
 
 factor indicative of severe transfer risk problems;  
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 “gold bullion held on an allocated basis” means gold bullion held by a  
 
 person other than the authorized institution, to the order of the authorized  
 
 institution, and which is separately ascertainable; 
 
 
 “guarantee” includes indemnity; 
 
 
 “multilateral development bank” means the International Bank for  
 
 Reconstruction and Development, the Inter-American Development Bank,  
 
 the Asian Development Bank, the African Development Bank, the European  
 
 Investment Bank, the Nordic Investment Bank, the Caribbean Development  
 
 Bank, the European Bank for Reconstruction and Development or the  
 
 International Finance Corporation;  
 
 
  “public sector entity in Hong Kong” means the Mass Transit Railway  
 
 Corporation, the Kowloon-Canton Railway Corporation, the Hong Kong  
 
 Housing Authority and any body specified by the Monetary Authority in a  
 
 notice published in the Gazette;  
 
 
 “public sector entity of any other Tier 1 country” means an entity which is  
 
 regarded as a public sector entity by a recognized banking supervisory  
 
 authority in the place in which it is incorporated; 
 
 
 “residential mortgage” means a mortgage under which- 
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  (a) the borrower is an individual person; 
 
 
  (b) the principal sum does not exceed 90% of the purchase price or  
 
   the market value of the property, whichever amount is the  
 
   lower; 
 
 
  (c) the debt is secured by a first legal charge on the property; 
 
 
  (d) the property secured by the charge is used as the borrower's  
 
   residence or as a residence by a tenant of the borrower; 
 
 
 “risk weighted exposure” means the risk weighted exposure of an  
 
 authorized institution determined in accordance with paragraph 4; 
 
 
 “Supplementary Capital” means the sum, calculated in Hong Kong dollars,  
 
 of the book values of the capital items listed in paragraph 3(g) to (o)  
 
 calculated in accordance with that paragraph; 
 
 
 “Tier 1 country” means a country which is a member of the Organization for  
 
 Economic Co-operation and Development or a country which has concluded  
 
 a special lending arrangement with the International Monetary Fund  
 
 associated with the Fund's General Arrangements to Borrow, and also  
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 includes Hong Kong but excludes any country which has rescheduled its  
 
 external sovereign debt, whether to central government or non-central  
 
 government creditors, within the previous 5 years;  
 
 
 “Tier 2 country” means any country which is not a Tier 1 country; 
 
 
 “valid bilateral netting agreement” means a bilateral netting agreement in  
 
 respect of which the following conditions are satisfied- 
 
 
  (a) the bilateral netting agreement is in writing; 
 
 
  (b) the bilateral netting agreement creates a single legal obligation  
 
   for all individual contracts covered by the agreement, and  
 
   provides, in effect, that the authorized institution would have a  
 
   single claim or obligation either to receive or pay only the net  
 
   amount of the sum of the positive and negative mark-to-market  
 
   values of the individual contracts covered by the agreement in  
 
   the event that a counterparty to the agreement, or a counterparty  
 
   to whom the agreement has been validly assigned, fails to  
 
   comply with any obligation under that agreement due to default,  
 
   insolvency, bankruptcy, or similar circumstance; 
 
 
  (c) the authorized institution has been given legal advice to the  



http://www.ukincorp.co.uk - UK Company Formation Agent 353 

 
   effect that in the event of a challenge in a court of law, including  
 
   a challenge resulting from default, insolvency, bankruptcy, or  
 
   similar circumstance, the relevant court or administrative  
 
   authority would find the authorized institution's exposure to be  
 
   the net amount under- 
 
 
   (i)  the law of Hong Kong or, in the case of a subsidiary of  
 
    the authorized institution which is incorporated outside  
 
    Hong Kong and which is included in the calculation of  
 
    the capital adequacy ratio of the institution on a  
 
    consolidated basis, the law of the jurisdiction in which  
 
    the subsidiary is incorporated; 
 
 
   (ii) the law of the jurisdiction in which the counterparty is  
 
    incorporated or the equivalent location in the case of non- 
 
    corporate entities, and if a branch of the counterparty is  
 
    involved, then also under the law of the jurisdiction in  
 
    which the branch is located; 
 
 
   (iii) the law that governs the individual contracts covered by  
 
    the bilateral netting agreement; and 
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   (iv) the law that governs the bilateral netting agreement; 
 
 
  (d) the authorized institution establishes and maintains procedures  
 
   to monitor developments in any law relevant to the bilateral  
 
   netting agreement and to ensure that the bilateral netting  
 
   agreement continues to satisfy the conditions applicable to this  
 
   definition; 
 
 
  (e) the authorized institution manages the transactions covered by  
 
   the bilateral netting agreement on a net basis; 
 
 
  (f) the authorized institution maintains in its files documentation  
 
   adequate to support the netting of the contracts covered by the  
 
   bilateral netting agreement; and 
 
 
   (g) the bilateral netting agreement is not subject to a provision that  
 
   permits the non-defaulting counterparty to make only limited  
 
   payment, or no payment at all, to the defaulter or the estate of  
 
   the defaulter, regardless of whether or not the defaulter is a net  
 
   creditor under the agreement.  
 
 
2. The capital adequacy ratio of an authorized institution shall be calculated as  
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the ratio, expressed as a percentage, of its capital base, determined in accordance  
 
with paragraph 3, to its risk weighted exposure determined in accordance with  
 
paragraph 4. 
 
 
3.  The capital base of an authorized institution shall be determined by taking the  
 
sum, calculated in Hong Kong dollars, of the book values (except in relation to  
 
subparagraph (i), where the difference between the market value and the book  
 
value is to be taken) of-  
 
 
Category I - Core Capital 
 
 
  (a) its paid-up ordinary share capital; 
 
 
  (b) its paid-up, irredeemable, non-cumulative preference shares,  
 
   that is to say, shares that are irredeemable or that may be  
 
   redeemed only with the prior consent of the  Monetary  
 
   Authority;  
 
 
  (c) its share premium account; 
 
 
  (d) its reserves other than those referred to in subparagraphs (e),  
 
   (g), (h) and (i); 
 
 
  (e) its profit and loss account including its current year's profit or  
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   loss;  
 
 

(f) where the Monetary Authority requires under section  
 
   79A (1) a provision of Part XV to apply to the authorized  
 
   institution on a consolidated basis, or requires under section  
 
   98(2) the capital adequacy ratio of the authorized institution to  
 
   be calculated on a consolidated basis, minority interests arising  
 
   on such consolidation in the equity of its subsidiaries:  
 
 

Provided that the amount to be included as Core Capital shall be determined  
 
by deducting therefrom the book value calculated in Hong Kong dollars of the  
 
goodwill of the institution; 
 
 
Category II-Supplementary Capital 
 
 
  (g) its inner reserves; 
 
 
  (h) its reserves on revaluation of its real property, but not exceeding  
 
   70% of any surplus on revaluation; 
 
 

(i)  its latent reserves (i.e. the difference between the market value  
 

and the book value) determined upon revaluation, of long-term  
 
holding of equity securities listed on the Unified Exchange or on  
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any exchange referred to in the Schedule to the *Securities  
 
(Specification of Approved Assets, Liquid Assets and Ranking  
 
Liabilities) Notice 1990 (Cap. 333 sub. leg.):  

 
Provided that- 

 
 
    (i) the amount of any increase in value to be included shall  
 
    be limited to 45% of such increase; 
 
 
   (ii) the amount of any diminution in value is deducted; 
 
 
  (j) its general provisions against doubtful debts but not including  
 
   any provisions against specified or identified losses and against  
 
   the diminution in the value of particular assets: 
 
 

Provided that the amount included under this subparagraph  
 

may not exceed 1.25% of the figure derived by the calculation  
 
specified in subparagraph (a) of paragraph 4 carried out in  
 
relation to the authorized institution;  

 
 
  (k) its  perpetual subordinated debt where the Monetary Authority  
 
   is satisfied that under the terms of the debt instrument the  
 
   following conditions are met- 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 358 

 
   (i) the claims of the lender against the authorized institution  
 
    are fully subordinated to those of all unsubordinated  
 
    creditors; 
 
 
   (ii) the debt is not secured against any assets of the  
 
    authorized institution; 
 
 
   (iii) the money advanced to the authorized institution is  
 
    permanently available to it; 
 
 
   (iv) the debt is not repayable without the prior consent of the  
 
    Monetary Authority; 
 
 
   (v) the money advanced to the authorized institution is  
 
    available to meet losses without the institution being  
 
    obliged to cease trading; 
 
 
   (vi) the authorized institution is entitled to defer the payment  
 
    of interest where its profitability will not support such  
 
    payment; 
 
 
  (l) its paid-up irredeemable cumulative preference shares, that is to  
 
   say, shares that are irredeemable or that may be redeemed only  
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   with the prior consent of the Monetary Authority; 
 
 
  (m) its term subordinated debt, where the Monetary Authority is  
 
   satisfied that under the terms of the debt instrument the  
 
   following conditions are met- 
 
 
   (i) the claims of the lender against the authorized institution  
 
    are fully subordinated to those of all unsubordinated  
 
    creditors; 
 
 
   (ii) the debt is not secured against any assets of the  
 
    authorized institution; 
 
 
   (iii) the debt has a minimum initial period to maturity of  
 
    more than 5 years (and notwithstanding that that period  
 
    may be reduced with the prior consent of the  
 
    Monetary Authority);  
 
 
   (iv) where the debt is repaid prior to maturity, the debt is not  
 
    repayable without the prior consent of the Monetary  
 
    Authority:  
 
 

Provided that- 
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    (A) amounts included under this subparagraph shall be  
 
     discounted by 20% each year during the 4 years  
 
     immediately preceding maturity; and 
 
 
    (B) the total amount included under this subparagraph  
 
     and subparagraph (n) shall not exceed in total,  
 
     50% of the total of the Core Capital; 
 
 
  (n) its paid-up term preference shares, where the Monetary  
 
   Authority is satisfied that the shares have been issued and  
 
   remain subject to the following conditions- 
 
 
   (i) the shares have a minimum initial period to maturity of  
 
    more than 5 years; 
 
 
   (ii) the shares are not redeemable without the prior consent  
 
    of the Monetary Authority: 
 
 

Provided that- 
 
 
    (A) amounts included under this subparagraph shall be  
 
     discounted by 20% of the original amount each  
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     year during the 4 years immediately preceding  
 
     maturity; and 
 
 
    (B) the total amount included under this subparagraph  
 
     and subparagraph (m) shall not exceed in total,  
 
     50% of the total of the Core Capital; and 
 
 
  (o) where the Monetary Authority requires under section 79A(1) a  
 
   provision of Part XV to apply to the authorized institution on a  
 
   consolidated basis, or requires under section 98(2) the capital  
 
   adequacy ratio of the authorized institution to be calculated on a  
 
   consolidated basis, any minority interests arising on such  
 
   consolidation in the paid-up irredeemable cumulative preference  
 
   shares and paid-up term preference shares of its subsidiaries:  
 
 

Provided that the amount to be included as Supplementary  
 

Capital shall not exceed the total of the amount determined as  
 
Core Capital,  

 
and by deducting therefrom the sum calculated in Hong Kong dollars of the book  
 
value of- 
 
 

(A)  its shareholding in any company which is a subsidiary or holding  
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company of the authorized institution, other than- 
 
 
   (i) any shareholding that falls to be deducted under  
 
    subparagraph (B), (C) or (D); and 
 
 
   (ii) where the Monetary Authority requires under section  
 
    79A(1) a provision of Part XV to apply to the authorized  
 
    institution on a consolidated basis, or requires under  
 
    section 98(2) the capital adequacy ratio of the authorized  
 
    institution to be calculated on a consolidated basis, its  
 
    shareholding in any subsidiary the subject of such  
 
    consolidation;  
 
 

(B)  its loans to, shares and debentures issued by, and its guarantees  
 

of the liabilities of, connected companies of the authorized  
 
institution (other than shares that fall to be deducted under  
 
subparagraph (D)), where in the opinion of the Monetary  

 
   Authority the institution has made the loans, is holding the shares  
 

or debentures or, as the case may be, has given the guarantees,  
 
other than in the ordinary course of business; and for the  
 
purposes of this subparagraph “shares” and “debentures” mean  
 
shares and debentures within the meaning of section 2(1) of the  
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Companies Ordinance (Cap.32), and a company shall be treated  
 
as a connected company of the institution if it is a subsidiary or  

 
   the holding company of the institution, or is otherwise of a  
 

description falling within section 64(1)(b), (c), (d) or (e); 
 
 

(C)  its shareholding in any company in which the authorized  
 

institution is entitled to exercise, or control the exercise of, more  
 
than 20% of the voting power at general meetings of the  
 
company; and 

 
 

(D) its holding of shares, stocks or debt securities issued by any bank  
 

unless the Monetary Authority is satisfied that the holding is not  
 
the subject of an arrangement in which 2 or more persons agree  
 
to hold each other's capital or is not otherwise a strategic  
 
investment. 

 
 
4. The risk weighted exposure of an authorized institution shall be that figure  
 
derived by- 
 
 
  (a) adding together all the products achieved by- 
 
 
   (i) taking the book value, calculated in Hong Kong dollars,  
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    of each of the items referred to in Table A in relation to  
 
    the authorized institution; and, in relation to each item  
 
    multiplying that value by the risk weight specified in  
 
    Table A in relation to that item; and 
 
 
   (ii) multiplying the credit equivalent amount of each of the  
 
    items referred to in Table B by the appropriate risk  
 
    weight specified in Table A as if the items to which they  
 
    relate were on-balance sheet (Table A) items provided  
 
    that in relation to items 12 and 13 referred to in Table B,  
 
    the risk weight shall not exceed 50%.  The credit  
 
    equivalent amount may be obtained- 
 
 
    (A) in relation to items 12 and 13 referred to in Table  
 
     B where the current exposure method of valuation  
 
     is used, by adding-  
 
 
     (I)  the current exposure, which, in the case of  
 
      exchange rate and interest rate contracts not  
 
      covered by a valid bilateral netting  
 
      agreement is the sum of the positive mark- 
 
      to-market values, calculated in Hong Kong  
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      dollars, of the contracts; and in the case of  
 
      exchange rate and interest rate contracts  
 
      covered by a valid bilateral netting  
 
      agreement is the net amount, if positive, of  
 
      the sum of the positive and negative mark- 
 
      to-market values, calculated in Hong Kong  
 
      dollars, of each contract covered by the  
 
      agreement; and 
 
 
     (II)   the potential future credit exposure of  
 
      exchange rate contracts and interest rate  
 
      contracts derived by multiplying the  
 
      principal amount of each contract by the  
 
      credit conversion factor specified in items  
 
      12(b) and 13(h) of Table B; 
 
 
    (B) in any case apart from those mentioned in sub- 
 
     sub-subparagraph (A), including in relation to  
 
     items 12 and 13 referred to in Table B where the  
 
     original exposure method of valuation is used, by  
 
     taking the principal amount, calculated in Hong  
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     Kong dollars, of each of the items referred to in  
 
     Table B in relation to the authorized institution and  
 
     multiplying the principal amount by the credit  
 
     conversion factor specified in Table B in relation  
 
     to that item; and 
 
 
  (b) subtracting from the sum calculated under subparagraph (a) the  
 
   value of general provisions not included in the capital base of  
 
   the authorized institution.  
 
 

TABLE  A - ON-BALANCE SHEET ITEMS 
 
 
Category I - Cash items 
 
Item    Nature of item     Risk weight 
 
 
1. Notes and coins.         0% 
 
2. Hong Kong Government certificates of indebtedness.   0% 
 
3. Gold bullion in the possession of an authorized institution  

 
or held on an allocated basis, to the extent backed by  

 
 gold liabilities.         0% 
 
4. Gold held which is not backed by gold liabilities.    100% 
 
5. Claims to the extent that they are collateralized by cash   
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 deposits held by the authorized institution.     0% 
 
6. Cash items in the course of collection.      20% 
 
6A. Amounts due from the sale of securities, where the authorized  
 
 institution has executed the transaction on behalf of a customer  
 
 or for its own account, up to and including the fifth working day  
 
 after the due settlement date in respect of the transaction.   0% 
 
6B. Amounts due from the purchase of securities, where the  
 
 authorized institution has executed the transaction on behalf  
 
 of a customer, up to and including the fifth working day  
 
 after the due settlement date in respect of the transaction.   0% 
 

 
Category II - Claims on central governments and central banks 
 
 
Item    Nature of item     Risk weight 
 
 
7. Loans to, or loans to the extent that they are guaranteed  
 
 by, the Exchange Fund.        0% 
 
 
8. Loans to, or loans to the extent that they are guaranteed  
 
 by, the central government or the central bank of any  
 
 Tier 1 country.         0% 
 
9. Holdings of fixed interest securities with a residual maturity  
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 of under 1 year or floating rate securities of any maturity  
 
 issued by or guaranteed by the central government or by  
 
 the central bank of a Tier 1 country, or by the Exchange Fund,  
 
 or claims to the extent that they are collateralized by such  
 
 securities.          10% 
 
 
10. Holdings of fixed interest securities with a residual maturity  
 
 of 1 year and over issued by or guaranteed by the central  
 
 government or by the central bank of a Tier 1 country, or by  
 
 the Exchange Fund, or claims to the extent that they are  
 
 collateralized by such securities.      20% 
 
 
11. Loans denominated in the currency of a Tier 2 country and  
 
 funded in that currency, to, or to the extent that they are guaranteed  
 
 by, the central government or the central bank of that country.  0% 
 
 
12. Holdings of fixed interest securities with a residual maturity  
 
 of under 1 year or floating rate securities of any maturity  
 
 issued by or guaranteed by the central government or by the  
 
 central bank of a Tier 2 country, where denominated and funded  
 
 in the currency of that country.       10% 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 369 

 
13. Holdings of fixed interest securities with a residual maturity  
 
 of 1 year and over issued by or guaranteed by the central  
 
 government or by the central bank of a Tier 2 country, where  
 
 denominated and funded in the currency of that country.   20% 
 
 
14. Other claims on the central government or on the central  
 
 bank of a Tier 2 country.                100% 
 
 
Category III - Claims on Public Sector Entities 

 
 
Item    Nature of item     Risk weight 
 
 
15.  Claims on or to the extent that they are guaranteed  
 
 by, public sector entities in Hong Kong.     20% 
 
 
16. Claims on or to the extent that they are guaranteed by,  
 
 public sector entities of any other Tier 1 country.    20% 
 
 
17. Claims on public sector entities of a Tier 2 country.   100% 
 
 
Category IV- Claims on banks 
 
 
Item    Nature of item     Risk weight 
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18. Claims on or to the extent that they are guaranteed by,  
 
 authorized institutions or banks incorporated in Tier 1 countries. 20% 
 
19. Claims on or to the extent that they are guaranteed or  
 
 collateralized by securities issued by, a multilateral development  
 
 bank.           20% 
 
20. Claims on or to the extent that they are guaranteed by, any  
 
 bank other than a bank referred to in item 18 or 19, with a  
 
 residual maturity of under 1 year.      20% 
 
 
21. Claims on or to the extent that they are guaranteed by, any  
 
 bank other than a bank referred to in item 18 or 19, with a  
 
 residual maturity of 1 year or more.              100% 
 
 
Category V- Residential Mortgages 
 
 
Item    Nature of item     Risk weight 
 
 
22. Loans fully secured by a residential mortgage.    50% 
 
23. Securities backed by residential mortgages and participations  
 
 in residential mortgages.        50% 
 
 
Category VI - Other assets 
 
Item    Nature of item     Risk weight 
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24. Claims on non-bank private sector persons.             100% 
 
25. Investments in the equity or other capital instruments of  
 
 other banks, other than where deducted from the capital base.          100% 
 
26. Premises, plant and equipment and other fixed assets for  
 
 the authorized institution's own use.              100% 
 
 
27. Other interests in real property.               100% 
 
 
28. All assets not elsewhere specified.              100% 
 
 
 

TABLE B - OFF-BALANCE SHEET ITEMS 
 
Item    Nature of item   Credit conversion factor 
 
 
1. Direct credit substitutes 
 
 Irrevocable off-balance sheet obligations which carry the  
 
 same credit risk as a direct extension of credit.  This includes  
 
 guarantees, the confirming of letters of credit, standby letters  
 
 of credit serving as financial guarantees for loans, securities  
 
 and acceptances (including endorsements with the character of  
 
 acceptances) other than acceptances included in item 3.           100% 
 
 
2. Transaction-related contingencies 
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 Contingent liabilities which involve an irrevocable obligation  
 
 of the authorized institution to pay a beneficiary when a customer  
 
 fails to perform some contractual, non-financial obligation.   
 
 This includes performance bonds, bid bonds, warranties and  
 
 standby letters of credit related to a particular transaction.   50% 
 
 
3. Trade-related contingencies 
 

Contingent liabilities which relate to trade related obligations.   
 
 This includes letters of credit, acceptances on trade bills, shipping  
 
 guarantees and any other trade related contingencies.   20% 
 
 
4. Sale and repurchase agreements (see Note 1) 
 
 Arrangements whereby the authorized institution sells a  
 
 loan, security or other asset to another person with a commitment  
 
 to repurchase the asset at an agreed price on an agreed future date.        100% 
 
 
5. Assets sales or other transactions with recourse (see Note 1) 
 
 Assets sales where the holder of the asset is entitled to put the  
 
 asset back to the authorized institution within an agreed period or  
 
 should the value or credit quality of the asset deteriorate.           100% 
 
 
6. Forward asset purchases (see Note 1) 
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 Commitment to purchase a loan, security or other asset,  
 
 including under a put option granted by the authorized  
 
 institution to another party, at specified future date on pre-arranged  
 
 terms.                   100% 
 
 
7. Partly paid-up shares and securities (held by the authorized institution) 
 
 The unpaid portion of shares or securities which the issuer of  
 
 such shares or securities may call for at a future date.           100% 
 
 
8. Forward forward deposits placed  
 
 Any agreement between the authorized institution and another party  
 
 whereby the institution will place a deposit at an agreed rate of  
 
 interest with that party at some predetermined future date.   100% 
 
 
9. Note issuance and revolving underwriting facilities 
 
 Arrangements whereby a borrower may draw down funds  
 
 up to a prescribed limit over a predefined period by making  
 
 repeated note issues to the market, and where, should the issue  
 
 prove unable to be placed in the market, the unplaced amount is  
 
 to be taken up or funds made available by the underwriter of the  
 
 facility.          50% 
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10. Other commitments with an original maturity of under 1 year  
 
 or which may be cancelled at any time unconditionally by the  
 
 authorized institution.        0% 
 
 
11. Other commitments with an original maturity of 1 year or over.  50% 
 
 
12. Exchange rate contracts (see Note 2) (Calculated in accordance  
 
 with either the original exposure method or the current exposure  
 
 method) 
 
 
  (a) credit conversion factors to be used in calculating in  
 
   accordance with original exposure method (see Note 3)-  
 
    

contracts with an original maturity of- 
 
 
   (i) under 1 year;      2% 
 
 
   (ii) 1 year and less than 2 years;    5% 
 
 
   (iii) 2 years or more, the factor for 1 year and less  
 
    than 2 years plus for each additional year;  3% 
 
 

(b)  credit conversion factors to be used to determine  
 

the potential future credit exposure in accordance  
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with the current exposure method- 

 
 
   contracts with a residual maturity of- 
 
 
   (i) under 1 year;      1% 
 
 
   (ii) 1 year and over.      5% 
 
 
13. Interest rate contracts (see Note 2) (Calculated in accordance  
 
 with either the original exposure method or the current exposure  
 
 method) 
 
 
  (a) credit conversion factors to be used in calculating  
 
   in accordance with the original exposure method  
 
   (see Note 3) -   
 
 
   contracts with an original maturity of- 
 
 
   (i) under 1 year;               0.5% 
 
 
   (ii) 1 year and under 2 years;     1% 
 
 
   (iii) 2 years or more, the factor for 1 year and  
 
    under 2 years plus for each additional year;  1% 
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  (b) credit conversion factors to be used to determine  
 
   the potential future credit exposure in accordance  
 
   with the current exposure method- 
 
 
   contracts with a residual maturity of- 
 
 
   (i) under 1 year;      0% 
 
 
   (ii) 1 year and over.               0.5% 
 
 
Note 
 
 
1.  The appropriate risk weight to be used in relation to transactions to which  
 
items 4, 5 and 6 apply, shall be determined on the basis of the nature of the asset and  
 
not the nature of the counterparty with whom the transaction has been entered into.   
 
Reverse repos (i.e. purchase and resale agreements where the authorized institution  
 
is the recipient of the asset) are to be regarded as collateralized loans. 
 
 
2. In relation to exchange rate contracts and interest rate contracts an authorized  
 
institution shall, in determining the credit equivalent amount use either the current  
 
exposure method of valuation or, with the agreement of the Monetary Authority,  
 
the original exposure method of valuation. 
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3. If an authorized institution nets its obligation with a counterparty under a  
 
valid bilateral netting agreement, it may use the following credit conversion factor-  
 
 

Nature of item    Credit conversion factor 
 
 
1. Exchange rate contracts 
 
 
 Credit conversion factors to be used in calculating  
 
 contracts with an original maturity of- 
 
 
  (a) under 1 year                 1.5% 
 
 
  (b) 1 year and under 2 years             3.75% 
 
 
  (c) 2 years of more, the factor for 1 year and under  
 
   2 years plus for each additional year           2.25% 
 
 
2. Interest rate contracts 
 
 
 Credit conversion factors to be used in calculating  
 
 contracts with an original maturity of -  
 
 
  (a)  under 1 year               0.35% 
 
 
  (b)  1 year and under 2 years             0.75% 
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  (c) 2 years of more, the factor for 1 year and  
 
   under 2 years plus for each additional year          0.75% 
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FOURTH SCHEDULE 

 
[ss. 102 & 135(3)] 

 
 

Liquidity Ratio 
 
1.  In this Schedule- 
 
 
 “debt securities” means any securities other than shares, stocks, import or  
 
 export trade bills;  
 
 

“eligible loan repayment” means a repayment to an authorized institution by a  
 
customer other than a relevant bank in respect of a loan- 

 
 
  (a) which the authorized institution is not committed to continue,  
 
   by renewal or otherwise; and 
 
 
  (b) which is fully performing, 
 
 
being a repayment- 
 
 
   (i) the date of which is fixed; 
 
 
   (ii) which will fall due within 1 month; and 
 
 
   (iii) in respect of which the authorized institution has no  
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    reason to expect a default, 
 
 
and where the loan is secured by a deposit referred to in paragraph 7- 
 
 

(A)  in the case where the loan will be fully repaid after receiving the  
 

repayment, only that part of the repayment that exceeds the  
 
aggregate of the deposit and interest payable on the deposit shall  
 
be taken to be eligible loan repayment; 

 
 

(B)  in the case where the loan will not be so fully repaid, the  
 

repayment so far as it is not made by a corresponding reduction of  
 
the amount of the deposit or interest payable on the deposit or  
 
both shall be taken to be eligible loan repayment; 

 
 
 “marketable debt securities” means debt securities which have an established  
 
 secondary market in Hong Kong or elsewhere in which they can be sold  
 
 readily;  
 
 

“multilateral development bank” has the meaning assigned to it in the  
 
 Third Schedule;  
 
 

“one-month liability”, in relation to any authorized institution or relevant  
 
bank, means- 
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  (a) any liability, other than a contingent liability, the effect of which  
 
   will or could be to reduce within 1 month the liquefiable assets  
 
   of that authorized institution or relevant bank; and 
 
 
  (b) any contingent liability that in the opinion of the Monetary  
 
   Authority may result in a reduction within 1 month of the  
 
   liquefiable assets of that authorized institution or relevant bank; 
 
 
 “principal amount”- 
 
 
  (a) in relation to gold or a marketable debt security or prescribed  
 
   instrument, means the lower of the market value and the book  
 
   value of the asset; 
 
 
  (b) in relation to any other liquefiable asset set out in Table A or a  
 
   liability set out in Table B, means the book value of the asset or  
 
   liability, and for this purpose, book value shall include interest  
 
   receivable or payable by an authorized institution on the asset or  
 
   liability, where applicable,  
 
 

at the close of business on a working day; 
 
 
 “public sector entity in Hong Kong” has the meaning assigned to it in the  
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 Third Schedule; 
 
 
 “qualifying credit rating” means either- 
 
 
  (a) a credit rating appraised by a credit rating agency set out in  
 
   column 1 of the following Table and which is not lower than- 
 
 
   (i) in the case of long-term rating, the rating specified in  
 
    column 2 in relation to that credit rating agency; and 
 
 
   (ii) in the case of short-term rating, the rating specified in  
 
    column 3 in relation to that credit rating agency: 
 
 

TABLE 
 
 
Column 1     Column 2    Column 3 
 
 
Credit rating agency   Long-term rating  Short-term rating 
 
Moody's Investors Service, Inc.   A3    Prime-1 
 
Standard and Poor's Corporation  A-    A- 1; 
 
 

or 
 
 
  (b) a rating appraised by a credit rating agency approved by the  
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   Monetary Authority and considered by him as a rating  
 
   equivalent to a rating in that Table; 
 
 
 “relevant bank” means- 
 
 
  (a) any authorized institution other than an institution the  
 
   authorization of which is for the time being suspended  
 
   under section 24 or 25 of this Ordinance; or  
 
 
  (b) any bank incorporated outside Hong Kong which is not an  
 
   authorized institution, except such a bank- 
 
 
   (i) which, in the opinion of the Monetary Authority, is not  
 
    adequately supervised by the relevant banking  
 
    supervisory authority; or 
 
 
   (ii) the licence or other authorization of which to carry on  
 
    banking business is for the time being suspended,  
 
     

and includes the Exchange Fund established by the Exchange Fund  
 
Ordinance (Cap. 66). 

 
 
2. The liquidity ratio of an authorized institution shall be calculated- 
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  (a) as the ratio, expressed as a percentage, of the net weighted  
 
   amount of its liquefiable assets determined in accordance with  
 
   paragraph 4, to its qualifying liabilities, as determined in  
 
   accordance with paragraph 6; and 
 
 
  (b) for each calendar month, on the basis of the sum of the net  
 
   weighted amount of the liquefiable assets and the sum of the  
 
   qualifying liabilities for each working day of that month. 
 
 
3. Notwithstanding paragraph 2(b), the Monetary Authority may, as he thinks  
 
fit, by notice in writing served on an authorized institution, permit the authorized  
 
institution to calculate its liquidity ratio by reference to such days during the month  
 
as the Monetary Authority may specify in the notice (and, if any such specified day  
 
is a public holiday, the immediately preceding working day shall be taken for the  
 
purpose of such calculation). 
 
 
4. Subject to paragraph 9, the net weighted amount of the liquefiable assets of  
 
an authorized institution shall be the difference between the total of the weighted  
 
amounts calculated in accordance with paragraph 5 of each item specified in Table  
 
A held by the authorized institution that meets the requirements of paragraph 8 and  
 
the weighted amount calculated in accordance with paragraph 5 of the item  
 
specified in Table B. 
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5. The weighted amount of an item in Table A or B shall be calculated, in  
 
Hong Kong dollars, by multiplying the principal amount of that item by the  
 
liquidity conversion factor specified in column 3 in Table A or B in relation to that  
 
item. 
 
 
6. The qualifying liabilities of an authorized institution shall be the sum,  
 
calculated in Hong Kong dollars and at book value, of- 
 
 
  (a) the amount, if any, by which the total one-month liabilities of  
 
   relevant banks to the authorized institution are exceeded by its  
 
   total one-month liabilities to relevant banks; and 
 
 

(b)  the total of its other one-month liabilities,  
 
 
at the close of business on a working day and for this purpose, interest payable by the  
 
authorized institution and the relevant banks shall be included in the calculation of  
 
the liabilities. 
 
 
7. A deposit which has been pledged with an authorized institution for securing  
 
a loan granted to a customer other than a relevant bank and the deposit would  
 
otherwise be included in the calculation of qualifying liabilities under paragraph 6  
 
shall be excluded in the calculation to the extent of the outstanding balance of the  
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loan. 
 
 
8. The requirements for a liquefiable asset referred to in paragraph 4 are- 
 
 
  (a) except in the case described in paragraph 11(a), it must not be  
 
   overdue; 
 
 
  (b) it must be free from encumbrances; 
 
 
  (c) it must be freely remittable and payable to the authorized  
 
   institution concerned; 
 
 
  (d) it must be denominated in Hong Kong dollars or in a currency  
 
   freely convertible into Hong Kong dollars. 
 
 
9. The Monetary Authority may, for the purpose of calculating the liquidity  
 
ratio of an authorized institution, exclude- 
 
 
  (a) as a liquefiable asset, any asset or class of assets which is, in  
 
   his opinion, not capable of generating cash or cash equivalent  
 
   within 1 month; and 
 
 
  (b) from Table B, any debt security or prescribed instrument,  
 
   subject to the Monetary Authority being satisfied with the  
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   treatment of the security or instrument for the purpose of the  
 
   calculation of qualifying liabilities. 
 
 
10. For the purpose of the definition of “eligible loan repayment”, a loan shall be  
 
regarded as fully performing if- 
 
 
  (a) there are no arrears of principal or interest payment in respect of  
 
   the loan; and 
 
 
  (b) the loan is not a loan- 
 
 
   (i) that has been raised to repay another loan granted to the  
 
    same customer by the authorized institution; or 
 
 
   (ii) the repayment date or dates of which have been  
 
    postponed. 
 
 
11. Notwithstanding paragraph 10- 
 
 
  (a) the requirement of paragraph 10(a) may be regarded as met in  
 
   the case where the loan is repayable by periodic instalments at  
 
   intervals of not more than 1 month and there is no instalment  
 
   which is in arrears for more than 1 month on the working day  
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   concerned; and 
 
 
  (b) a loan of the type described in paragraph 10(b)(i) or (ii) may be  
 
   regarded as fully performing if- 
 
 
   (i) the raising of the loan or the postponement of the  
 
    repayment date or dates was not caused by a  
 
    deterioration in the financial position of the customer or  
 
    by his inability to repay on the original repayment date or  
 
    dates; 
 
 
   (ii) the new or revised repayment terms are not unfavourable  
 
    to the authorized institution as compared to the terms of  
 
    other loans of similar nature granted by the authorized  
 
    institution to other customers and negotiated at arm's  
 
    length, and 
 
 
   (iii) the loan meets the requirement of paragraph 10(a). 
 
 
 

TABLE A 
 
 
                  Liquidity 
                conversion 
Item   Liquefiable assets      factor 
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1 . Currency notes and coins                100% 
 
2. Gold                   100% 
 
3. The amount, if any, by which the total one-month liabilities 
 
 of the authorized institution to relevant banks are exceeded  
 
 by the total one-month liabilities of relevant banks to it           100% 
 
4. Export bills- 
 
  (a) payable within 1 month and which are either  
 
   drawn under letters of credit issued by relevant  
 
   banks or accepted and payable by relevant banks; or 100% 
 
 
  (b) covered by irrevocable re-discounting facilities  
 
   approved by the Monetary Authority            100% 
 
 
5. Marketable debt securities or prescribed instruments- 
 
 
  (a) issued or guaranteed by- 
 
 
   (i) the Hong Kong Government,  
 
    the Exchange Fund, a public sector  
 
    entity in Hong Kong or multilateral  
 
    development bank with a remaining  
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    term to maturity of- 
 
 
    (A) not more than 1 year                                      100% 
 
 
    (B)  more than 1 year                                              95% 
 
 
   (ii) an authorized institution incorporated  
 
    in Hong Kong or the Hong Kong branch  
 
    of an authorized institution incorporated  
 
    overseas with a remaining term to maturity of- 
 
 
    (A) not more than 1 month                                  100% 
 
 
    (B) more than 1 month but not  
 
     more than 1 year     95% 
 
 
    (C) more than 1 year     90% 
 
 
  (b) with a qualifying credit rating, issued or  
 
   guaranteed by- 
 
 
   (i) the central bank or central government  
 
    of any country with a remaining term to  
 
    maturity of- 
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    (A) not more than 1 year            100% 
 
 
    (B) more than 1 year      95%  
 
     (See Note 1) 
 
 
  (ii) a relevant bank, other than one referred  
 
   to in paragraph (a)(ii), with a remaining  
 
   term to maturity of- 
 
 
   (A) not more than 1 month             100% 
 
 
   (B) more than 1 month but not more than 1 year  95% 
 
 
   (C) more than 1 year      90% 
 
 
  (iii)  a regional government of any country or  
 
   other institution with a remaining term to maturity of- 
 
 
   (A) not more than 1 year     90% 
 
 
   (B) more than 1 year but not more than 5 years  85% 
 
 
   (C) more than 5 years      80% 
 
 
  (c) without a qualifying credit rating, issued  
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   or guaranteed by a relevant bank, other than  
 
   one referred to in paragraph (a)(ii), with 
 
   a remaining term to maturity of not more  
 
   than 1 month               100% 
 
 
  (d) approved for inclusion by the Monetary  
 
   Authority        80% 
 
 
  (e) not included elsewhere in this item with a  
 
   remaining term to maturity of not more  
 
   than 1 month       80% 
 
 
6. Eligible loan repayments        80% 
 
 
Note 1 
 
Item 5(b)(i) includes a marketable debt security or prescribed instrument which  
 
does not have a credit rating but which is issued or guaranteed by the central bank  
 
or central government of a country that has a qualifying credit rating. 
 
 

TABLE B  
 
 
            Liquidity 
            conversion 
Item    Liquefiable assets          factor 
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1. Debt securities or prescribed instruments with a  
 
 remaining term to maturity of not more than 1 month  
 
 issued by the authorized institution              100% 
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FIFTH SCHEDULE  
 

[ss. 92(5)(c) &(7) & 135(3)] 
 
 

REQUIREMENTS APPLICABLE TO PRESCRIBED  
 

ADVERTISEMENTS 
 
 

Interpretation 
 
1.(1)  In this Schedule- 
 
 “deposit-taker”, in relation to a prescribed advertisement, means the person  
 
 with whom the deposits which are invited by the advertisement are to be  
 
 made; 
 
 
 “full name”, in relation to a person, means the name under which that person  
 
 carries on business and, if different and if that person is a body corporate, its  
 
 corporate name; 
 
 
 “liabilities” includes provisions where such provisions have not been  
 
 deducted from the value of assets. 
 
 
(2) A reference in this Schedule to the payment of interest in respect of a deposit  
 
includes a reference to the payment of any premium in respect of the deposit, and  
 
to the crediting of interest to the deposit so as to constitute an accretion to the  
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principal. 
 
 
(3) For the purposes of this Schedule, a prescribed advertisement which  
 
contains information which is intended or might reasonably be presumed to be  
 
intended to lead directly or indirectly to the making of a deposit shall be treated as if  
 
it contained an invitation to make a deposit, and references to an invitation to make  
 
a deposit shall be construed accordingly. 
 
 

Warning  
 
2. Every prescribed advertisement shall contain a prominent warning to the  
 
effect that the deposit-taker is not an authorized institution within the meaning of  
 
this Ordinance and is therefore not subject to the supervision of the Monetary  
 
Authority. 
 
 

General requirements for prescribed advertisements  
 
3. Every prescribed advertisement shall state- 
 
 
  (a) the full name of the deposit-taker; 
 
 
  (b) the country or territory in which the deposit-taker's principal  
 
   place of business is situated, described as such; and 
 
 
  (c) if the deposit-taker is a body corporate, the country or territory  
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   in which it is incorporated, described as such, unless this is the  
 
   same as the country or territory referred to in subparagraph (b). 
 
 

Assets and liabilities 
 
4.(1) Every prescribed advertisement shall state the amount of the paid-up capital  
 
and reserves, described as such, of the deposit-taker (if a body corporate) or the  
 
amount of the total assets less liabilities, described as such, of the deposit-taker (if a  
 
person other than a body corporate). 
 
 
(2) Where a prescribed advertisement contains any reference to the amount of  
 
the assets of the deposit-taker, it shall state the total amount of the deposit-taker's  
 
liabilities, described as such, which statement shall be not less prominent than such  
 
reference. 
 
 
(3) Subparagraphs (1) and (2) shall be treated as complied with if the  
 
prescribed advertisement states that the amount of any assets or paid-up capital and  
 
reserves required to be stated exceeds an amount specified in the advertisement or  
 
that the amount of any liabilities required to be stated does not exceed an amount so  
 
specified. 
 
 
(4) A prescribed advertisement shall not contain any reference to the assets or  
 
liabilities of any person other than the deposit-taker. 
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Deposit protection arrangements 
 
5. A prescribed advertisement shall not state or imply that the deposits which  
 
are invited or their repayment, or interest or the payment of interest in respect of  
 
them, will be guaranteed, secured, insured , or the subject of any other form of  
 
protection, unless it states- 
 
 
  (a)  the form of the protection; 
 
 
  (b)  the extent of the protection; and 
 
 
  (c) the full name of the person who will be liable to meet any claim  
 
   by the depositor by virtue of the arrangements conferring the  
 
   protection. 
 
 

Interest 
 
6.(1) This paragraph applies to a prescribed advertisement which specifies the rate  
 
at which interest will be payable in respect of the deposits which are invited. 
 
 
(2) Every prescribed advertisement to which this paragraph applies shall state- 
 
 
  (a) the minimum amount, if any, which must be deposited to earn  
 
   that rate of interest; 
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  (b) the period of time, if any, during which no interest will be  
 
   payable; 
 
 
  (c) the minimum period of time, if any, during which a deposit  
 
   must be retained by the deposit-taker in order to earn that rate of  
 
   interest; 
 
 
  (d) the minimum period of notice, if any, which must be given  
 
   before repayment may be required of a deposit earning that rate  
 
   of interest; and 
 
 
  (e) the intervals at which the interest will be paid. 
 
 
(3) If the rate of interest which is specified is not an annual rate of simple  
 
interest, the prescribed advertisement shall state the basis on which the rate will be  
 
calculated. 
 
 
(4) If the rate of interest which is specified may be varied during the period for  
 
which the deposit will be held this shall be stated in the prescribed advertisement. 
 
 
(5) If interest will or may not he paid in full at the rate which is specified, this  
 
shall be stated in the prescribed advertisement, and the advertisement shall state the  
 
nature and the amount of or rate of any deductions which will or may be made  
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from the interest before payment. 
 
 
(6) If the rate of interest which is specified is or may not be the rate at which  
 
interest will be payable in respect of the deposits on the date on which the  
 
prescribed advertisement is issued, this shall be stated in the advertisement, and the  
 
advertisement shall state the date on which interest was payable at the rate which is  
 
specified, such date being as close as is reasonably practicable to the date on which  
 
the advertisement is issued. 
 
 
(7) If the prescribed advertisement specifies more than one rate of interest  
 
payable in respect of deposits of a particular amount, the advertisement shall  
 
contain the information required by any of subparagraphs (2) to (6) in relation to  
 
each such rate. 
 
 
(8) Where different rates of interest apply to deposits of different amounts, the  
 
prescribed advertisement shall contain the information required by any of  
 
subparagraphs (2) to (6) in relation to each such rate. 
 
 

Currency  
 
7. Every prescribed advertisement shall state the currency in which the deposits  
 
are to be made. 
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Supplementary provisions 
 
8.(1) Subject to subparagraph (2), the matters required by this Schedule to be  
 
included in a prescribed advertisement shall be shown clearly and legibly or, in the  
 
case of an advertisement by way of sound broadcasting, spoken clearly. 
 
 
(2) In the case of a prescribed advertisement by way of television or exhibition  
 
or cinematographic film, the matters required by this Schedule to be included shall  
 
be shown clearly and legibly or spoken clearly. 
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SIXTH SCHEDULE  

 
[s. 137B] 

 
 

SPECIFIED INSTRUMENTS  
 
 
1. Any certificate of deposit, being a document-  
 
 
  (a) relating to money, in any currency, which has been deposited  
 
   with the issuer or some other person; 
 
 
  (b) which recognizes an obligation to pay a stated amount to bearer,  
 
   with or without interest; and 
 
 
  (c) by the delivery of which, with or without endorsement, the  
 
   right to receive that stated amount, with or without interest, is  
 
   transferable. 
 
 
2. Any instrument, other than a bill of exchange within the meaning of section  
 
3 of the Bills of Exchange Ordinance (Cap. 19) or a promissory note within the  
 
meaning of section 89 of the Bills of Exchange Ordinance (Cap. 19), being a  
 
document evidencing an obligation to pay a stated or determinable amount to  
 
bearer or to order, with or without interest, being an instrument by the delivery of  
 
which, with or without endorsement, the right to receive that stated or determinable  
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amount, with or without interest, is transferable.  
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SEVENTH SCHEDULE 
 

[ss. 16(2) & (10), 17, 29(2) & 135(1) & 8th Sch.] 
 
 

MINIMUM CRITERIA FOR AUTHORIZATION 
 
 
1. (1)  In this Schedule- 
 
 
 “adequate”, in relation to systems of control, includes operating effectively; 
 
 
 “controller” includes a minority shareholder controller; 
 
 
 “net debit balance”, in relation to a company, means the aggregate of the  
 
 excess of accumulated losses over accumulated profits disclosed in the profit  
 
 and loss account, and other reserves separately disclosed in the balance  
 
 sheet, of the most recent audited accounts of the company;  
 
 

“systems of control” includes procedures. 
 
 
(2) For the purposes of the calculation of the paid-up share capital of a company  
 
required by this Schedule, there shall be deducted from such share capital any net  
 
debit balance. 
 
 
(3) For the avoidance of doubt, it is hereby declared that where pursuant to the  
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provisions of this Schedule the Monetary Authority holds an opinion, or is  
 
satisfied, in relation to any matter, his holding that opinion or being so satisfied, as  
 
the case may be, shall not of itself bind the Monetary Authority- 
 
 
  (a) to continue to hold that opinion or to be so satisfied, as the case  
 
   may be, whether before, on or after the authorization, if any, of  
 
   the company to which the matter directly or indirectly relates  
 
   (including any case where that company is seeking a different  
 
   authorization); or 
 
 
  (b) to hold any similar opinion or to be similarly satisfied, as the  
 
   case may be, in respect of any similar matter which directly or  
 
   indirectly relates to any other company seeking or having the  
 
   same or a different authorization from that first-mentioned  
 
   company. 
 
 
(4) Without prejudice to the generality of subparagraph (3), the Monetary  
 
Authority may regard himself as being satisfied in relation to any matter in respect  
 
of which he may be satisfied pursuant to the provisions of this Schedule where- 
 
 
  (a) the matter directly or indirectly relates to a company  
 
   incorporated outside Hong Kong; 
 



http://www.ukincorp.co.uk - UK Company Formation Agent 405 

 
  (b) the relevant banking supervisory authority informs the  
 
   Monetary Authority that it is satisfied in relation to that matter;  
 
   and 
 
 
  (c) the Monetary Authority is satisfied as to the scope and nature of  
 
   the supervision exercised by that authority. 
 
 
(5)  For the avoidance of doubt, it is hereby declared that subparagraph (4) shall  
 
operate before, on and after the authorization, if any, of the company to which any  
 
matter referred to in that subparagraph directly or indirectly relates. 
 
 
(6) For the purposes of paragraph 13(b)(ii)(A)(VI) and (VII), a company is an  
 
associated company of any other company where that second-mentioned company  
 
may- 
 
 
  (a) by means of the holding of shares or the possession of voting  
 
   power in or in relation to that first-mentioned company or any  
 
   other body corporate; or 
 
 
  (b) by virtue of any powers conferred by the memorandum or  
 
   articles of association or other document regulating that first- 
 
   mentioned company or any other body corporate,  
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significantly influence the conduct of the affairs of that first-mentioned company. 
 
 
2. If the company is incorporated outside Hong Kong, it is a bank- 
 
 
  (a) as defined in section 46(9); and 
 
 
  (b) in respect of which the Monetary Authority is satisfied that it is  
 
   adequately supervised by the relevant banking supervisory  
 
   authority. 
 
 
3. The Monetary Authority is satisfied that he knows the identity of each  
 
controller of the company. 
 
 
4. If the company is incorporated in Hong Kong, the Monetary Authority is  
 
satisfied that each person who is, or is to be, a director, controller or chief executive  
 
of the company is a fit and proper person to hold the particular position which he  
 
holds or is to hold. 
 
 
5. If the company is incorporated outside Hong Kong, the Monetary Authority  
 
is satisfied that each person who is, or is to be- 
 
 
  (a) a chief executive of the business in Hong Kong of the  
 
   company; 
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  (b) a director, controller or chief executive of the business of the  
 
   company in the place where it is incorporated, 
 
 
is a fit and proper person to hold the particular position which he holds or is to  
 
hold. 
 
 
6. The Monetary Authority is satisfied that the company presently has, and will  
 
if it is authorized continue to have, adequate financial resources (whether actual or  
 
contingent) for the nature and scale of its operations and, without prejudice to the  
 
generality of the foregoing- 
 
 
  (a) in the case of a company incorporated in Hong Kong seeking  
 
   authorization to carry on banking business in Hong Kong, its  
 
   paid-up share capital is not less than $150,000,000 or an  
 
   equivalent amount in any other approved currency; 
 
 
  (b) in the case of a company seeking authorization to carry on a  
 
   deposit-taking business as a deposit-taking company, its paid- 
 
   up share capital is not less than $25,000,000 or an equivalent  
 
   amount in any other approved currency; 
 
 
  (c) in the case of a company seeking authorization to carry on a  
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   deposit-taking business as a restricted licence bank, its paid-up  
 
   share capital is not less than $100,000,000 or an equivalent  
 
   amount in any other approved currency; 
 
 
  (d) in the case of a company incorporated in Hong Kong, the  
 
   company, if it is authorized, will on and after authorization have  
 
   and maintain a capital adequacy ratio which complies with the  
 
   provisions of Part XVII applicable to it. 
 
 
7. The Monetary Authority is satisfied that the company- 
 
 
  (a) presently maintains, and will if it is authorized continue to  
 
   maintain, adequate liquidity to meet its obligations as they will  
 
   or may fall due; and 
 
 
  (b) without prejudice to the generality of subparagraph (a), if it is  
 
   authorized, will on and after authorization have and maintain a  
 
   liquidity ratio which complies with the provisions of Part  
 
   XVIII applicable to it. 
 
 
8. The Monetary Authority is satisfied that the company, if it is authorized, will  
 
on and after authorization comply with the provisions of Part XV applicable to it. 
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9. The Monetary Authority is satisfied that the company presently maintains,  
 
and will if it is authorized continue to maintain, adequate provision for depreciation  
 
or diminution in the value of its assets (including provision for bad and doubtful  
 
debts), for liabilities which will or may fall to be discharged by it and for losses  
 
which will or may occur. 
 
 
10. The Monetary Authority is satisfied that the company presently has, and will  
 
if it is authorized continue to have, adequate accounting systems and adequate  
 
systems of control. 
 
 
11.  If the company is incorporated in Hong Kong, the Monetary Authority is  
 
satisfied that it presently discloses, and will if it is authorized continue to disclose,  
 
adequate information- 
 
 
  (a) in relation to the state of its affairs and its profit and loss; and 
 
 
  (b)  in- 
 
 
   (i)  its audited annual accounts within the meaning of section  
 
    60(11); 
 
 
   (ii)  any supplementary information to those audited annual  
 
    accounts; 
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   (iii) the report of the directors under section 129D(1) of the  
 
    Companies Ordinance (Cap. 32); and 
 
 
   (iv) the institution's cash flow statement, together with any  
 
    notes thereon, where the statement does not already form  
 
    part of those audited annual accounts. 
 
 
12. The Monetary Authority is satisfied that the business of the company is  
 
presently, and will if it is authorized continue to be, carried on- 
 
 
  (a) with integrity, prudence and the appropriate degree of  
 
   professional competence; and 
 
 
  (b) in a manner which is not detrimental, or likely to be  
 
   detrimental, to the interests of depositors or potential  
 
   depositors. 
 
 
13. Where the company is seeking authorization to carry on banking business in  
 
Hong Kong- 
 
 
  (a) in the case of a company incorporated outside Hong Kong- 
 
 
   (i) either- 
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    (A) the total assets (less contra items) of the whole  
 
     banking group of which the company is a part are  
 
     more than US$16,000,000,000 or an equivalent  
 
     amount in any other approved currency; or 
 
 
    (B) that, in the opinion of the Monetary Authority,  
 
     authorizing the company to carry on banking  
 
     business in Hong Kong would help to promote  
 
     the interests of Hong Kong as an international  
 
     financial centre; and 
 
 
   (ii) there is, in the opinion of the Monetary Authority, an  
 
    acceptable degree of reciprocity in respect of banks  
 
    incorporated in Hong Kong seeking to carry on banking  
 
    business in the place where that company is  
 
    incorporated; 
 
 
  (b) in the case of a company incorporated in Hong Kong- 
 
 
   (i) it is, in the opinion of the Monetary Authority, closely  
 
    associated and identified with Hong Kong; 
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   (ii)  it has- 
 
 
    (A) total deposits from the public of not less than  
 
     $3,000,000,000, or an equivalent amount in any  
 
     other approved currency, excluding any deposits  
 
     by- 
 
 
     (I) any authorized institution; 
 
 
     (II) any bank incorporated outside Hong Kong  
 
      which is not an authorized institution; 
 
 
     (III)  any controller or director of the company; 
 
 
     (IV) any relative, within the meaning of section  
 
      79, of any such controller or director; 
 
 
     (V) any firm, partnership or body corporate in  
 
      which the company, any controller or  
 
      director of the company or any relative,  
 
      within the meaning of section 79, of any  
 
      such controller or director, is interested as  
 
      director, partner, manager or agent; 
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     (VI) any holding company, subsidiary or  
 
      associated company of the company; 
 
 
     (VII)  any subsidiary or associated company of  
 
      any such holding company; and 
 
 
    (B)  total assets (less contra items) of not less than  
 
     $4,000,000,000 or an equivalent amount in any  
 
     other approved currency; and 
 
 
   (iii) it has been a deposit-taking company or a restricted  
 
    licence bank (or any combination thereof) for not less  
 
    than 10 continuous years. 
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EIGHTH SCHEDULE 
 

[ss. 22(1) & 135(1)] 
 
 

GROUNDS FOR REVOCATION OF AUTHORIZATION 
 
 
1. In this Schedule, “controller” includes a minority shareholder controller. 
 
 
2. The Monetary Authority is satisfied that, if the authorized institution were  
 
not authorized and were to make an application under section 15 for authorization  
 
in respect of the business referred to in that section presently being carried on by it,  
 
section 16(2) would prohibit him from so authorizing it (but excluding the criteria  
 
specified in paragraphs 2(b) and 13 of the Seventh Schedule). 
 
 
3. The Monetary Authority is satisfied that the authorized institution proposes  
 
to make, or has made, any composition or arrangement with its creditors or is  
 
insolvent or is being or has been wound up or is otherwise dissolved. 
 
 
4. The authorized institution has made a report to the Monetary Authority  
 
under section 67 that it is likely to become unable to meet its obligations or is about  
 
to suspend payment or the Monetary Authority is satisfied that the institution is so  
 
unable or has suspended payment. 
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5. The Monetary Authority is satisfied that the authorized institution has not  
 
provided him, whether before or after being authorized, with such information of a  
 
material nature relating to it, and to any circumstances likely to affect its method of  
 
business, as is required under this Ordinance. 
 
 
6. The Monetary Authority is satisfied that the authorized institution has  
 
provided him, whether before or after being authorized, with information which is,  
 
to a material extent, false, misleading or inaccurate, and whether or not such  
 
information was so provided pursuant to a requirement under this Ordinance. 
 
 
7. The Monetary Authority is satisfied that the authorized institution has  
 
contravened any condition attached under section 16 of this Ordinance to its  
 
authorization. 
 
 
8. The Monetary Authority is satisfied that the authorized institution has- 
 
 
  (a) in the case of a bank, ceased to carry on banking business; 
 
 
  (b) in any other case, ceased to carry on a business of taking  
 
   deposits. 
 
 
9. The objects of the authorized institution as stated in its memorandum and  
 
articles of association or other document constituting the company no longer  
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include the object of- 
 
 
  (a) in the case of a bank, carrying on banking business; 
 
 
  (b) in any other case, carrying on a business of taking deposits. 
 
 
10. The authorized institution has failed to pay any fee required by section 19 to  
 
be paid by it after being advised in writing by the Monetary Authority that it is  
 
contravening that section. 
 
 
11.  The authorized institution has failed to comply with any requirement under  
 
section 60 applicable to it after being advised in writing by the Monetary Authority  
 
that it is contravening that section. 
 
 
12. In the case of an authorized institution which is a deposit-taking company or  
 
restricted licence bank, the institution has contravened section 14(1) or (3). 
 
 
13. A person has become a controller of the authorized institution after having  
 
been served with a notice of objection, within the meaning of section 70, objecting  
 
to his becoming such a controller. 
 
 
14. A person continues to be a controller of the authorized institution after  
 
having been served with a notice of objection, within the meaning of section 70 or  
 
70A, objecting to his being such a controller. 
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15. A person has become or continues to be a chief executive or director of the  
 
authorized institution in contravention of section 71. 
 
 
16. The authorized institution is in contravention of section 74. 
 
 
17. The authorized institution engages in business practices specified in a notice  
 
under section 82(1). 
 
 
18. The Monetary Authority is satisfied that the interests of depositors or  
 
potential depositors of the authorized institution are in any other manner threatened  
 
by the institution continuing to be authorized. 
 
 
19. The authorized institution requests in writing the Monetary Authority to  
 
revoke its authorization and the Monetary Authority is satisfied that the interests of  
 
depositors of the institution are or will be adequately safeguarded if he complies  
 
with that request. 
 
 
20. The Monetary Authority is satisfied that the authorized institution engages in  
 
business practices which would be likely to prejudice the interests of Hong Kong  
 
as an international financial centre. 
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NINTH SCHEDULE 

 
[ss. 53C(I)(b) & 135(3)] 

 
 

POWERS OF MANAGER OF AUTHORIZED INSTITUTION  
 
 
1. Power to take possession of, collect and get in the property of the institution  
 
and, for that purpose, to take such proceedings as may seem to him expedient. 
 
 
2. Power to purchase property for the institution. 
 
 
3. Power to sell or otherwise dispose of the business or property of the  
 
institution by public auction or private contract. 
 
 
4. Power to raise or borrow money and grant security therefor over the  
 
business or property of the institution. 
 
 
5. Power to appoint a solicitor or accountant or other professionally qualified  
 
person to act for the institution. 
 
 
6. Power to exercise any voting rights in respect of any shares which- 
 
 
  (a) in the case of an institution incorporated in Hong Kong, are  
 
   owned by the institution; 
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  (b) in the case of an institution incorporated outside Hong Kong,  
 
   are an asset of the institution's principal place of business in  
 
   Hong Kong or of any local branch. 
 
 
7. Power to bring or defend any action or other legal proceedings in the name  
 
and on behalf of the institution. 
 
 
8. Power to give guarantees in the name and on behalf of the institution. 
 
 
9. Power to refer to arbitration any question affecting the institution. 
 
 
10. Power to effect and maintain insurances in respect of the business or  
 
property of the institution. 
 
 
11.  Power to use the institution's seal. 
 
12. Power to do all acts and to execute in the name and on behalf of the  
 
institution any deed, receipt or other document, including power to enter into, carry  
 
out, assign or accept the assignment of, vary or rescind, any contract, agreement or  
 
other obligation. 
 
 
13. Power to draw, accept, make and endorse any bill of exchange or  
 
promissory note in the name and on behalf of the institution. 
 
 
14. Power to appoint any agent to do any business which he is unable to do  
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himself or which can more conveniently be done by an agent and power to  
 
employ, direct and dismiss employees. 
 
 
15. Power to do all such things (including the carrying out of works) as may be  
 
necessary for the realisation of the property of the institution. 
 
 
16. Power to make any payment which is necessary or incidental to the  
 
performance of his duties and the exercise of his powers. 
 
 
17. Power to carry on the business of the institution. 
 
 
18. Power to grant or accept a surrender of a lease or tenancy of any of the  
 
property of the institution, and to take a lease or tenancy of any property required or  
 
convenient for the business of the institution. 
 
 
19. Power to make any arrangement or compromise on behalf of the institution. 
 
 
20. Power to call up any uncalled capital of the institution. 
 
 
21. Power to rank and claim in the bankruptcy, insolvency, sequestration or  
 
liquidation of any person indebted to the institution and to receive dividends, and to  
 
accede to trust deeds for the creditors of any such person. 
 
 
22. Power to change the situation of the institution's business office. 
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23. Power to do all other things incidental to the exercise of the powers specified  
 
in this Schedule. 
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TENTH SCHEDULE 

 
[ss. 60(1) & (11) & 135(3)] 

 
 

NOTICE RELATING TO AUTHORIZED INSTITUTION'S 
 

AUDITED ANNUAL ACCOUNTS 
 
 

PART I - Publication Of Notice 
 
 
The notice shall be published in one English language newspaper (and in the  
 
English language unless otherwise approved by the Monetary Authority) and one  
 
Chinese language newspaper (and in the Chinese language unless otherwise  
 
approved by the Monetary Authority), each of which shall be a newspaper  
 
circulating in Hong Kong. 
 
 

PART 2 - Matters To Be Contained In Notice 
 
 
The notice shall contain- 
 
 
  (a) a copy of the institution's audited annual accounts for the  
 
   financial year to which the notice relates; 
 
 
  (b) a copy of the report of the auditors pursuant to section 141 of  
 
   the Companies Ordinance (Cap. 32); 
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  (c) the full and correct names of all persons who are directors or  
 
   managers for the time being of the institution; and 
 
 
  (d) the names of all subsidiaries, for the time being, of the  
 
   institution. 
 
 
 
 
 


