The Hong Kong Deposit Protection Board (“the Board”) is a statutory
body established under the Deposit Protection Scheme Ordinance to
oversee operation of the Deposit Protection Scheme (“the Scheme”). The
purposes of the Scheme are to protect depositors and help to maintain
stability of the banking system in Hong Kong.

How does the Scheme work?
Should a member bank fail, the Scheme would compensate affected
depositors the amount of their deposits up to a maximum of HK$100,000.

Who are members of the Scheme?

Unless exempted by the Board, all licensed banks in Hong Kong are
members of the Scheme. Scheme members must display the below
sign prominently at their relevant places of business. Exempted
banks must inform their depositors that deposits taken by them are
not protected by the Scheme. Restricted licence banks and deposit-
taking companies are not members of the Scheme.
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What does the Scheme cover?
Deposits in any currency held in Scheme members.

What are NOT covered by the Scheme?

Financial products not covered include:

e Financial products other than deposits (such as bonds, stocks,
warrants, mutual funds, unit trusts and insurance policies)

* Time deposits with a maturity longer than 5 years

e Structured deposits (such as foreign currency linked and equity
linked deposits)

e Secured deposits

e Bearer instruments (such as bearer certificates of deposit)

e Offshore deposits

You can find out from your bank whether your deposits are covered.

A full list of deposits not covered by the Scheme can also be found

on the Board’s website.

How is the compensation amount calculated?
The compensation amount is the sum of eligible deposits less any
money you owe the bank, and up to a maximum of
HK$100,000. Both the principal amount of the deposits and
interests earned as well as liabilities are included in the
calculation, and money owed to the bank includes loans
(such as credit card balances and mortgage loans) and
unpaid fees and charges.
For joint deposits, holders of the account are normally
deemed to have an equal share in the deposit.

Examples (All amounts include principal and interest)
Example 1: Single depositor accounts

Depositor Details Amount (HK$)

Eligible deposits
Mr Chan Savings Account 50,000
Mr Chan Current Account 100,000

Liabilities to the bank
Mr Chan Overdraft

Mr Chan
Net eligible deposits (50,000+100,000) - 40,000 110,000
Compensation amount 100,000

Example 2: Joint accounts

Depositor Details Amount (HK$)

Eligible deposits
Mr Lee and Mrs Lee

(a joint account)
Mrs Lee Savings Account 50,000
(a single depositor account)

Time Deposit 160,000

Liabilities to the bank
Nil

Mr Lee
Net eligible deposits 160,000/2 80,000
Compensation amount 80,000

Mrs Lee
Net eligible deposits (160,000/2) + 50,000 130,000
Compensation amount 100,000

When will compensation be paid?

Compensation will be paid when:

e The Court issues a winding-up order to a Scheme member; or

e The Monetary Authority, after consultation with the Financial
Secretary, instructs the Board to pay compensation to the
depositors of a Scheme member.

The Board will notify affected depositors when compensation

becomes payable.

If your bank fails, what should you do?

Depositors do not need to file claim with the Board. The Board will
examine the records of the Scheme member to identify eligible
depositors and calculate the compensation amounts.

Eligible depositors will be compensated as soon as possible and the
Board may decide to make interim payments, if it is deemed necessary.

How is the Scheme funded?

The Scheme is funded by contributions paid by Scheme members.
The Board has secured a standby credit facility from the Exchange
Fund for paying compensation to depositors.
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