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Guidance Note On Taxi Financing

a. Maximum Finance Amount

Lenders may lend up to $2.125 million against the value of a taxi licence*.  In addition, authorized institutions may lend up to 90% against a new car body or up to 80% against a used car body and the possibility of lending up to 100% (less the value of any grant by the government) against the cost of replacing a diesel vehicle with an LPG vehicle. 

* 
The loan cap per taxi licence will be reviewed on a quarterly basis (see paragraph (g) below).  It will be set at the lower of 85% of the value of a taxi licence and the maximum loan amount affordable by the borrower taking into account the latest average income of a taxi operator.

b. Top-up Loans

Lenders may also grant top-up loans up to $200,000 per taxi licence against additional tangible security at least of equivalent value provided either by the borrower or a third party.  The security must be locked-in with the lending institution until the top-up loan has been completely repaid.   Before releasing such tangible  security, the  lending institution should re-assess whether it is comfortable with the loan-to-value ratio of the loan as supported by the remaining collateral (i.e. the taxi licence and car body).

c. Restructured Loan Account Arrangement

This arrangement is applicable to the provision of a taxi loan by an institution to a customer to finance his purchase of a taxi licence and the car body, if any, from an existing taxi loan borrower, whose taxi loan with the institution is in a work-out situation.  In this case, the institution may lend to the buyer an amount in excess of the maximum finance amount and the top-up loans as mentioned above.  However, the loan amount should not, in any event, exceed the lower of the purchase price or the loan balance and the accrued interest of the existing loan.

d. Maximum Loan Tenor

Maximum loan tenor on new taxi loan will be 20 years except for loans made under the restructured loan account arrangement mentioned above.

e. Effective date

This Guidance Note shall take effect from 1 January 2001 and supersede all previous guidelines on taxi financing.

f. Applicability of Guidance Note

This Guidance Note was formulated after consultation with the Hong Kong Association of Banks, the Deposit-taking Companies Association and the Finance Houses Association.  It is non-statutory and represent best practices which members of the three Associations are expected to follow.

g.
Review of the Guidance Note

To ensure that the recommendations in the Guidance Note reflect the latest repayment ability of taxi operators, the Guidance Note will be reviewed on a quarterly basis.  A panel comprising 10 institutions which are active in taxi financing, and the two taxi associations will be established to provide the HKMA with relevant statistics to facilitate such review.  Based on the data provided, the HKMA will determine whether the Guidance Note should be revised.
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