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The Chief Executive
All Scheme Members

Dear Sir/Madam,

Implications of Stored Value Facilities on the Reporting of Relevant Deposits and
Compliance with Representation Requirements

The regulatory regime for stored value facilities (SVF) and retail payment systems under
the Payment Systems and Stored Value Facilities Ordinance (the Ordinance) commenced
operation on 13 November 2015. This letter draws your attention to the implication of
SVF on the reporting of relevant deposits and compliance with the Deposit Protection
Scheme (Representation on Scheme Membership and Protection of Financial Products
under Scheme) Rules (the Representation Rules).

Pursuant to Section 1 of Schedule 1 to the Deposit Protection Scheme Ordinance as
amended by the Clearing and Settlement Systems (Amendment) Ordinance 2015, any
SVF deposit' or float® (collectively referred to as “SVF monies™) held by a depositor
with a member of the Deposit Protection Scheme (Scheme member) is not protected by
the Deposit Protection Scheme (DPS). In this connection, some guidance on the
treatment of SVF is provided below to facilitate Scheme members’ preparation for
completing the Return of Relevant Deposits (the Return) and compliance with the
Representation Rules:

(i) The Return
Since SVF monies are not protected by the DPS, they are not to be included as “relevant

deposits” in the Return. This applies to SVF monies of facilities issued or distributed
by Scheme members.

' Under the Ordinance, “SVF deposit”, in relation to a stored value facility issued, or the issue of which is
facilitated, under a licence, means a deposit placed with the licensee. or another person on behalf of the licensee,

for enabling the facility to be used.

Under the Ordinance, “float”, in relation to a stored value facility issued, or the issue of which is facilitated,
under a licence, means the stored value remaining on the facility; but does not include any SVF deposit.
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