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[Description and
findings re £c2

-
[The 80 i the primary piece of legislation regulating banking business and providing
forthe supesion of i by th barking supenvisory authriy (. MA) i HESAR. An
s dehned =8 bk s et mnse bk r a depost aking compary. O
deposits. The purpose of the BO is sat out n is lon

I'To regulate banking business and the business of taking deposis e provision
lor i pinbiool Al o & vk’ emmrsof rotecion o denos\m/s. to

jeneral stability and effective working of the banking system; to make

n of money brokers: and to provide for matters incidental
St

[The nonbanking financial activites of Als, or example in securites, insurance and
s ol under e puri of e elean reqitry sty 3. e SEC ne
Gl the commissioner of nsrance (0C hesce by the A he WPTA
in sponsle o th rotine superlon of i nthek
n n cm-bankmg inancial activits has established MoUs with the
requltors.
[The primary objective of banking supervision is to promote the safety and soundnes:
o i it s Sy e i s st Ol
[esponibiis,these are uborinte o th prmayabjscive and do ot cofictwih

e TR Hong Kong's central banking institution and s the government authority
in Hong Kong s o maintaining monetary and banking stabilty.

[The HKMA has four main functions:

aintaining currency stabiity within the framework of the Linked Exchange
e System (EFO sections 3(1) and 58)

international financial centre,
ong ong s financial

ity of the monetary and financial systems of Hong Kong.") €FO sections

fnancis e, use the Fund s h thinks it mairain th bty and the
integity
3(14) and 58)

0 provides the legal framework for banking regulation and supervision in HKSAR,
s o the ool e v o el 180 seon 3,
Jwhere the MAspnnuw lnclon s prounc e e sl and dch
[working of the banking system” (80 section 7(1).
[The EFO establishes the Exchange Fund under the control of the FS. While, according
2 the 50, the Ectunge i sha b e rimatyfor st heschange e
¢ hok also as noted above (section 3(14)), be
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et s stabify s intg iy of e o eary i s I san.
to maintaining Hong Kong as
appo Soted under th €50 1 st he FS pevlmmmg N ancdons undier e 50
o perto suchater functonsa re ssgned by oterOrinances or by he s
Powus e dl gyt S e A i th 0 Gclor 58454 o
e the FS from exercising the px
rder to provide greater transparency and clarity in relation to the delegation of
e i 200 o e ex:hangad et Setting out
the division of functions and responsibilties in monetary and financial affairs between
e Tome e e s ol eommarctons i 11 2003 PP
Jand are publicly available on the e. (Please see also CP2, £C1)
[The letters clariy, inter ali, that responsibilit for policies with respect to the stability
Jand integrity of the financial system e with the FS and that in support of these.
lpoicies, the MA shall be responsible forissues including:
(@) providing a measure of protection to depositors and promoting the general
bty s et oo e anking sy vough egultonof
g business and the business of taking deposits, and the supervision of
(b)de(elmmmg on his own prudential policies, 3nd standards and quidelines
relating to the regulation of banking business and the business of taking
deposit;
(©) considering and proposing reforms of th
banking business and the business ufcakmg ﬂe it
(@co-operating ith ather reevant authoties i th supériion of business
conducted by Alsather than banking business o the business of taking
deposits),

to the regulation of

aintenance of Hong Kong as an international financial
e e uamy it the M when dscharing i responsilites for
Imaintaining the stabilty and integriy of the monetary and financial systems of Hong
[Kong shall, in cooperation with other relevant organizations, seek to promote

. the devlopment of payment setiementandcesting s o
safe and effective conduct of interational ant
inHK:

confidence in the monetary and financial system:
sl i st ki s st

spproprte market developmentfitves st e srenthen the
interational competitiveness of HK's financial services.
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ibilitie e e S b
has cl zr vespo e anda ject e hority invol the
nd banking grou eitatle e legal framevwork for ban kng

nis in pli(e P s e sy i ity
e o e n Feirron e S SRl
faws and undertake imely corective actons o address safety and sou

sibilties and objectves of each of the authorities invoived in ban

xupemsvon e ooty e et iy dscnce Whee e
one suthorty i responsile o supenin e banking syt  reditle nd pubicly
Javaiable framework is in place to avoid regulatory and supervisory gaps.

pecion 3. he MA s the sl et snd sopevor of barkig s s0d deposaty
findings re EC1 [activties o e g esponsilefr the uthoriztion of Al in
o o e B MAE Ko o HKMA, and the MA s the Chief Executive
e HKMA. Legally, the MA i an individual appointed by the FS under 7O section

" the 80 are

f the MA are set outin the 80 (section 7). The powers under
et o e g B 0 B b i s principal function s to
[penictsthe gl bl s et ieing of me hmkmg sy 80

7(1). Further, the MA has the following fund t0 8O section 7(2)):
0] apenies planc it h proviions ofhe 80 ection 721a
(i) taking all easonable steps to ensure Als are operated in a responsible, honest
nd buinese. ke mannar Gection 70N
i ing proper andards of onduct and sound and prudent business

At
() suppressing illegal or improper business practices among Als (section 7(2)(e)):
(1) assisting home and overseas supervisors (section 7(2)(e);
4 preposingrefoms tosuperisonlegiaton le\ahng obakiia busmess i
deposit-taking business (section 7(2(9) (‘B
enand o o Sneand
40 i o oot seps o e ik bl i s
oftaling deposits,o any cthe businessof Al s caaed on with i
prudence and
il
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