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In our second newsletter this November, we focus on cryptocurrency regulation, corporate rescue and 
proposed amendments to the Money Lenders Ordinance. 
 

 
 
 
 
 

 
 
 
 
 

Hong Kong Government looks to regulate virtual asset 
service providers and precious assets dealers under Anti-
Money Laundering and Counter-Terrorist Financing 
Ordinance  
 
James Tong and Simon Deane  
 
The Hong Kong Government has recently started a consultation with the public on its proposed amendments to the Anti-
Money Laundering and Counter-Terrorist Financing Ordinance (“AMLO”). Amongst other proposed changes, having 
regard to the requirements imposed by the Financial Action Task Force (“FATF”), the Government proposes to introduce 
a licensing regime for virtual asset services providers (“VASPs”) and a two-tier registration regime for precious assets 

dealers.  
 
The proposed VASP licensing regime is based upon the opt-in regulatory regime governing virtual assets trading 
platforms proposed by the Securities and Futures Commission (“SFC”). The regime intends to cover any person seeking 

to engage in the business of operating a virtual assets exchange. In addition to licensing requirements (including the 
customary fit-and-proper test for financial sectors), licensed VASPs will be subject to the anti-money laundering and 
counter-terrorist financing (“AML/CTF”) requirements of the current Schedule 2 to the AMLO. Whilst digital 
representations of fiat currencies will be excluded from the proposed definition of virtual assets (“VA”), stablecoins are 

intended to be covered. 
 
The proposed two-tier registration regime will govern certain activities carried on by dealers in precious metals and stones 
(“DPMSs”), including trading, import, export, manufacturing and refining precious metals, precious stones or precious 

products, dealing with precious-asset-backed instruments and acting as intermediary for the aforesaid activities. DPMSs 
who do not intend to and will not engage in any cash transaction of at least HK$120,000 in total, whether the transaction 
is executed in a single operation or multiple linked operations (“Specified Cash Transactions”), will fall within Category 

A of the registration regime. Category A registration will almost be automatic and its registrants will not be subject to the 
AML/CTF obligations under Schedule 2 to the AMLO. However, DPMSs who intend to or may engage in Specified Cash 
Transactions will fall within Category B and must meet a fit-and-proper test, and registrants will be subject to ongoing 
AML/CTF obligations under the AMLO. Category B registration will also need to be renewed every three years. 
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The above proposed licensing and registration regimes represent a significant development of the AML/CTF regulatory 
regime in Hong Kong in the light of international standards and current market changes, in particular the rapid rise of 
VASPs and increased use of VA in Hong Kong.   
 
 

Companies (Corporate Rescue) Bill 
 
Bonnie Wong and Simon Deane 
 
The Government proposes to consult the Panel of Financial Affairs of the Legislative Council on the introduction of a 
statutory corporate rescue procedure and insolvent trading provisions to the Legislative Council in the first quarter of 
2021.  
 
The Companies (Corporate Rescue) Bill was originally introduced in 2000, but was never enacted and has since lapsed.  
 
The new corporate rescue procedure will be different from the Chapter 11 procedure in the United States, which is a 
debtor-in-possession model and which allows the existing management to continue managing the insolvent company 
(see press release (Chinese only) on the statement made by the Secretary for Financial Services and the Treasury 
Bureau at the meeting of the Panel of Financial Affairs on 2 November 2020). Instead, the new corporate rescue 
procedure will require independent third party professionals who must be either certified public accountants or solicitors 
with a practicing certificate in Hong Kong to take temporary control of the company and prepare proposals for a "voluntary 
arrangement". The new corporate rescue procedures aim to benefit companies who have long term growth potential but 
are facing short term financial difficulties due to market conditions.  
 
The Administration also made reference to the various public consultations over the years and meetings of the Panel of 
Financial Affairs on this topic up until January 2020.  
 
For details of the proposed statutory corporate rescue procedure and insolvent trading provisions, please refer to the 2 
November 2020 FA Panel Background Brief. 
 
 

Regulation of money lenders 
 
Bonnie Wong and Simon Deane 
 
At the meeting of the Panel on Financial Affairs in the Legislative Council on 17 October 2019, Hon Alice MAK suggested 
inviting the Consumer Council to brief the Panel on the findings and recommendations set out in its report entitled "Money 
Lending – Reforming Law and Trade Practices for Consumer Protection" (“ML Report”). It was suggested that the 

Government should update the Panel on its measures to tackle money lending-related malpractices, including whether 
and how the Money Lenders Ordinance should be amended in view of the recommendations made by the Consumer 
Council in the ML Report. 
 
The Consumer Council set out its four major recommendations in the ML Report as follows: 
 
1. Strengthen consumer education and the provision of advisory services on debt management and 

alternatives for credit provision to consumers 

 
2. Amendments to Existing Legislation  

(i) The regulatory function of the three separate bodies governing money lenders (the Licensing Court, the 
Registrar of Money Lenders, the Commissioner of Police) should be consolidated into an industry-specific 
regulator (“Sector Specific Regulator”) 

(ii) To ensure responsible lending, money lenders should be obliged to conduct prudent credit assessments 
following guidelines by the Sector Specific Regulator on how various obligations should be discharged 
before granting a loan 

(iii) Adjust the Interest Cap to a maximum of 48% 

a. A 2 tiered interest cap has remained at 60% and 48% since 1980.  A universal cap is adopted in 
other jurisdictions with no differentiation between secured and unsecured loans 

b. Maximum rate of 48% seems more appropriate 

https://www.info.gov.hk/gia/general/202011/02/P2020110200486.htm
https://www.legco.gov.hk/yr20-21/english/panels/fa/papers/fa20201102cb1-48-4-e.pdf
https://www.legco.gov.hk/yr20-21/english/panels/fa/papers/fa20201102cb1-48-4-e.pdf
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(iv) Additional requirements on advertising practices 
 

3. Empower the Sector Specific Regulator to: strengthen the vetting process of licence applications and introduce 

a fit and proper criteria; laydown guidelines for prudent credit assessment; enhance enforcement with tools such 
as public reprimand, enforcement notices, pecuniary penalty, ban from engaging in money lending business, 
remediation orders, disciplinary actions etc.; set up a department to handle complaints. 

 
4. Improve market transparency: the Sector Specific Regulator should be empowered to collect loan profiles and 

statistics from money lenders on a systematic and regular basis, such as total amount of new loans, outstanding 
loans, average tenor, general demographics of borrowers, arrears and default rate; and to publish these statistics 
regularly.  

 

For more details on the Consumer Council’s recommendations, please refer to Consumer Council’s Report. 
 
 

Financial Stability Board Provides Global Stablecoin 
Regulatory Recommendations and Timeline in Final Report 
 
James Tong and Simon Deane 
 

The Financial Stability Board (“FSB”), the organisation that coordinates the development of effective regulatory, 

supervisory and other financial sector policies at an international level, published its final report on the regulation, 
supervision and oversight of global stablecoin (“GSC”) arrangements (“Final Report”) in October 2020. A stablecoin, 

according to the FSB’s definition, is “a crypto-asset that aims to maintain a stable value relative to a specified asset, or 
a pool or basket of assets”, whereas a GSC is “a stablecoin with a potential reach and adoption across multiple 
jurisdictions and the potential to achieve substantial volume”.  
 
The Final Report gave ten high-level recommendations to address, mainly, the financial stability risks posed by GSC, 
which by extension are also relevant to other stablecoin arrangements and crypto-assets with similar risks to those posed 
by GSCs. The recommendations are largely unchanged from those in its draft report issued for consultation in April 2020. 
In addition to financial stability risks, it recommended that other important issues related to GSCs, including money 
laundering, terrorist financing, data privacy, consumer and investor protection, competition and market integrity should 
also be effectively addressed in a supervisory and regulatory framework for GSC arrangements, despite not being the 
focus of the Final Report. In particular, the Final Report included a summary of findings in the report to the G20 on so-
called stablecoins published by the FATF, of which Hong Kong is one of more than 200 member jurisdictions, in July 
2020. Please refer to our previous newsletter for the highlights of the FATF’s report. 
 
The Final Report proposed an indicative timeline for follow-up actions and review as regards international standard-
setting work and updates of its high-level recommendations. Specifically, it provided four milestone dates:- 
 

Follow-Up Work Milestone Date 

Complete the setting of international standards and 
principles on GSCs 

By December 2021 

Establish cooperation, coordination and information-
sharing arrangements amongst national authorities 
consistent with the FSB report and international 
standards 

By December 2021 
(and as needed based on the development of cross-

border GSC arrangements) 

Establish regulatory, supervisory and oversight 
frameworks in national jurisdictions that are consistent 
with the FSB recommendations and international 
standards  

By July 2022  
(and as needed based on the development of cross-

border GSC arrangements) 

Review and assessment of the need to refine 
international standards and FSB’s recommendations  

By July 2023 

 
  

https://www.consumer.org.hk/ws_en/competition_issues/reports/moneylending.html
https://www.fsb.org/wp-content/uploads/P131020-3.pdf
https://www.deacons.com/news-and-insights/publications/the-financial-action-task-force-(fatf)%E2%80%99s-reports-on-risks-of-virtual-assets.html
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Hong Kong regulator gives in-principle approval to license 
crypto exchange firm 
 
Randy Lam and Simon Deane 
 

A cryptocurrency firm, OSL Digital Securities (“OSL”), said in an exchange filing on 21 August 2020 that the SFC had 

agreed in principle to issue a digital asset licence to OSL. Final approval is subject to certain conditions.  
 
OSL said in November 2019 that it had become the first firm to apply for a digital asset licence from the SFC under new 
rules allowing crypto exchanges to opt into regulation.  
 
Financial regulators worldwide have been debating whether and how they should regulate the cryptocurrency, or VA, 
industry. The Hong Kong Government has recently started a consultation with the public on its proposed amendments 
to the AMLO which includes introducing a licensing regime for VASPs and a two-tier registration regime for precious 
assets dealers – see also item 1 of this newsletter. Other Asian regulators are also looking to regulate cryptocurrency 
firms. Singapore is in the process of bringing in licensing for digital asset firms while Japan's Financial Services Agency 
already licenses some cryptocurrency exchanges.  
 
The relevant news article is accessible here: link. 
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