Annex C

Deposits Excluded From Protection



The following types of deposits would not be covered by the Deposit Protection Scheme:-

(i) a term deposit where the current term agreed to by the depositor at the most recent time it was negotiated exceeds 5 years;

(ii) a deposit the repayment of which is secured either in whole or in part on the assets of the bank;

(iii) a bearer instrument;

(iv) a deposit taken by an office of the bank outside Hong Kong;

(v) a deposit held for the account of the Exchange Fund;

(vi) a deposit held by an excluded person in his own right (in the case where the deposit is held by an excluded person and a non-excluded person in their own  right (except where those persons carry on business in partnership), the portion of the deposit attributable to the excluded person’s share in the deposit would be excluded);

(vii) a deposit held by a person as trustee on an active trust for the benefit of an excluded person only
; and

(viii) a deposit held by a person as a bare trustee on a bare trust or as an agent on an agency, or in a client account, for an excluded person (in the case where the deposit is so held for an excluded person and a non-excluded person (except where those persons carry on business in partnership), the portion of the deposit attributable to the excluded person’s share in the deposit would be excluded)1.

2. For the purposes of paragraph (vi) – (viii) above, “excluded person” means:-

(i) a holding company of the bank, a subsidiary of the bank or a subsidiary of the holding company;

(ii) a director, controller, chief executive or manager of the bank, a subsidiary of the bank, a holding company of the bank or a subsidiary of the holding company;

(iii) a multilateral development bank as defined in paragraph 1 of the Third Schedule to the Banking Ordinance (e.g. the International Bank for Reconstruction and Development, the Asian Development Bank, etc);

(iv) an authorized institution; and

(v) an overseas bank which is not an authorized institution in Hong Kong.

3.

The above exclusions are largely based on the exclusions under the priority claim provisions in the Companies Ordinance.

� 	The exclusions under (vii) and (viii) do not apply in relation to assessment of contributions payable by individual banks.  This arrangement will obviate the need for banks to look beyond the trustee, agent or client accountholder to ascertain whether the underlying beneficiary, principal or client is an excluded person.  The ultimate objective is to minimise the reporting burden on banks during normal times.





