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Insurance Ordinance1 
(Chapter 41) 

 
INSURANCE COMPANIES (AMENDMENT) ORDINANCE 2015 

(COMMENCEMENT) NOTICE 2017 

INSURANCE COMPANIES (ACTUARIES’ QUALIFICATIONS) 
(AMENDMENT) REGULATION 2017 

INSURANCE COMPANIES (REGISTER OF INSURERS) 
(PRESCRIBED FEE) (AMENDMENT) REGULATION 2017 

INSURANCE COMPANIES (AUTHORIZATION AND ANNUAL 
FEES) (AMENDMENT) REGULATION 2017 

INSURANCE ORDINANCE (AMENDMENT OF SCHEDULES) 
NOTICE 2017 

INSURANCE COMPANIES (DETERMINATION OF LONG TERM 
LIABILITIES) REGULATION (AMENDMENT) RULES 2017 

INSURANCE COMPANIES (MARGIN OF SOLVENCY) 
REGULATION (AMENDMENT) RULES 2017 

INSURANCE COMPANIES (GENERAL BUSINESS) (VALUATION) 
REGULATION (AMENDMENT) RULES 2017 

INSURANCE COMPANIES (ACTUARIES’ STANDARDS) 
REGULATION (AMENDMENT) RULES 2017 

 
 

INTRODUCTION 

 This paper briefs Members on the various pieces of subsidiary 
legislation that need to be passed for the planned commencement of the 
new regulatory regime to be administered by the Insurance Authority 
(“IA”) on 26 June 2017 (“D-day”).   
 

                                                 
1  The Insurance Companies Ordinance (Cap. 41) will be renamed as “Insurance Ordinance” when 

section 4 of the Insurance Companies (Amendment) Ordinance 2015 comes into operation. 
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Subsidiary Legislation Made by the Chief Executive in Council 
 
2. At the meeting of the Executive Council on 11 April 2017, the 
Council ADVISED and the Chief Executive ORDERED that – 
 

(i)   Insurance Companies (Actuaries’ Qualifications) (Amendment) 
Regulation 2017 (at Annex A); 

(ii)  Insurance Companies (Register of Insurers) (Prescribed Fee) 
(Amendment) Regulation 2017 (at Annex B); and  

(iii)  Insurance Companies (Authorization and Annual Fees) 
(Amendment) Regulation 2017 (at Annex C) 

 
should be made under section 128(1) of the Insurance Ordinance (Cap. 
41).   
 
Subsidiary Legislation Made by the Secretary for Financial Services and 
the Treasury (“SFST”) and IA 
 
3. SFST has made the Insurance Companies (Amendment) 
Ordinance 2015 (Commencement) Notice 2017 (“the Commencement 
Notice”) (at Annex D) under section 1(2) of the Insurance Companies 
(Amendment) Ordinance 2015 (“Amendment Ordinance”).   
 
4. IA has made the Insurance Ordinance (Amendment of 
Schedules) Notice 2017 (“the Schedules Notice”) (at Annex E) under 
section 138(2) of the Insurance Ordinance (Cap. 41) with the approval of 
the Financial Secretary.  IA has also made the following pieces of 
subsidiary legislation under section 129(1) of the Insurance Ordinance 
(Cap. 41) – 
 

(a) Insurance Companies (Determination of Long Term Liabilities) 
Regulation (Amendment) Rules 2017 (at Annex F); 

(b) Insurance Companies (Margin of Solvency) Regulation 
(Amendment) Rules 2017 (at Annex G); 

(c) Insurance Companies (General Business) (Valuation) 
Regulation (Amendment) Rules 2017 (at Annex H); and 

(d) Insurance Companies (Actuaries’ Standards) Regulation 
(Amendment) Rules 2017 (at Annex I) (“the Rules”). 

 
 
JUSTIFICATIONS 

5. IA is ready to take over the statutory functions of the Office of 
the Commissioner of Insurance (“OCI”) to regulate insurance companies 
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on the D-day.  We therefore propose to make the necessary notices, 
regulations and rules in one go to allow IA to come into operation starting 
from that day.   
 
6. Enacted in July 2015, the Amendment Ordinance provides for, 
among other things, the establishment of IA which will take over the 
statutory functions of OCI, a government department, to regulate 
insurance companies and the supervisory functions of the existing three 
Self-regulatory Organizations (“SROs”) 2  to regulate insurance 
intermediaries. 
 
7. To ensure a smooth transition from OCI to IA, the Amendment 
Ordinance is being commenced in three stages as follows – 
 

Stage 1: IA was established on 7 December 2015 and 
immediately renamed as the Provisional Insurance 
Authority (“PIA”) to undertake essential 
preparatory work; 
 

Stage 2: PIA is to be renamed as IA to take over the 
functions of the existing OCI to regulate insurance 
companies; and 
 

Stage 3: IA is to implement the new statutory licensing 
regime and to take over the regulation of insurance 
intermediaries from the three SROs. 

 
8. In the long run, IA will be financially and operationally 
independent of the Government.  IA is empowered under the 
Amendment Ordinance to collect a levy on insurance premiums from 
policy holders and various fees including authorization fees from 
insurance companies, licence fees from insurance intermediaries3 and 
user fees on specific services provided.   The long-term target is that 
about 70% of IA expenditure will be met by income from the levy and the 
remaining 30% by income from various fees.  There will be separate 
subsidiary legislation for the collection of levy on insurance premiums 
which, under our current plan, will commence on 1 January 2018. 

                                                 
2  The three SROs are the Insurance Agents Registration Board established under the Hong Kong 

Federation of Insurers, the Hong Kong Confederation of Insurance Brokers and the Professional 
Insurance Brokers Association. 

3  Licence fees payable by insurance intermediaries will be dealt with in Stage 3, when the statutory 
licensing regime for insurance intermediaries is in place. 
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Proposals 

 
9. Proposals contained in the various pieces of subsidiary 
legislation are set out in the ensuing paragraphs. 
 
(A)  Appointment of D-Day 

10. SFST, via the Commencement Notice (at Annex D), appoints 
26 June 2017 as the day on which the relevant provisions of the 
Amendment Ordinance come into operation to enable IA to take over the 
statutory functions of OCI.  The self-regulatory system for insurance 
intermediaries will continue in the interim. 
 
(B)  Annual Authorization Fees 

11. Currently, an annual authorization fee is payable to OCI by 
insurance companies of general business or long term business at a fixed 
rate of $227,300 (for a captive insurance company4, $22,600; and for a 
composite insurance company, $454,600).  The fees have remained 
unchanged since 1996.   
 
12. The Insurance Companies (Authorization and Annual Fees) 
(Amendment) Regulation 2017 (at Annex C) provides that the annual 
authorization fees to be collected by IA will consist of two elements, 
namely, a fixed fee of $300,000 (for a captive insurance company, 
$30,000; and for a composite insurance company, $600,000) and a 
variable fee of 0.0039% on insurance liabilities.  An incremental 
approach5 will be adopted for introducing the variable fee.   
 
13. Having considered the magnitude of increase as compared to 
the existing authorization fees and the financial impact on IA, we will set 
a cap of $7 million annually on the variable fee.  In other words, the 
maximum annual authorization fee (i.e. the aggregate of fixed and 
variable fees) payable by an insurance company of long term business or 
general business will be $7.3 million.  For a composite insurance 

                                                 
4  A captive insurance company, a risk financing tool of conglomerates, is set up by the mother 

company to insure the risk of its group companies only.  All policy holders of a captive insurance 
company are group companies. 

5  
Payment Due 
Date 

Year 1 Year 2 Year 3 Year 4 Year 5 
Year 6 and 

after 
Variable  
Fee Rate 

0.0001% 0.0005% 0.0013% 0.0026% 0.0031% 0.0039% 
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company, the cap will be applied per long term business or general 
business respectively.  The cap will be reviewed from time to time 
having regard to a number of factors including the overall market 
situation, financial position of IA and affordability of the trade, etc.  
 
(C)  User Fees 

14. At present, OCI charges a fee for inspecting6 or obtaining a 
copy of an entry in the Register of Authorized Insurers.  IA will charge 
service fees to recover the cost of providing specific services.  Based on 
the operational experience of OCI, we propose to set the fees for 11 more 
frequently used service items now.  For the remaining service items, IA 
should conduct its own costing exercise after it has accumulated adequate 
operational experience.   
 
15. The proposed fee levels for these items, as set out in the 
Insurance Companies (Register of Insurers) (Prescribed Fee) 
(Amendment) Regulation 2017 (at Annex B), are set with reference to the 
formula used by Government departments in calculating user fees.  
Except for obtaining a copy of an entry in the Register of Authorized 
Insurers7, all user fees will only be applicable to insurance companies. 
 
(D) Technical Amendments 
 
16. The existing Cap. 41A sets out the qualifications for 
appointment of an actuary by insurance companies of long term business.  
The Insurance Companies (Actuaries’ Qualifications) (Amendment) 
Regulation 2017 (at Annex A) amends Cap. 41A to reflect the merger of 
the Institute of Actuaries of England and the Faculty of Actuaries in 
Scotland into the Institute and Faculty of Actuaries of the United 
Kingdom. 
 
17. The existing Schedules 2 to 6 to Cap. 41 prescribe the 
information and the manner of which to be furnished for the purpose of 
authorization and regulation of insurance companies.  To reflect new 
requirements under the Amendment Ordinance, the Schedules Notice (at 
Annex E) adds new prescribed forms for submitting applications or 

                                                 
6  Currently, $10 is charged for inspecting the register of insurers or any part thereof.  Under the new 

section 5H(2) of the amended Cap. 41, which will come into operation on the D-day, this service 
will become free of charge. 

7  The fee level for this service item is proposed to remain unchanged, i.e. $6 per page or $100 for a 
certified copy (see items 1 and 2 under the new Schedule proposed to be added to Cap. 41B at 
Annex B). 
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notifications to IA and introduces textual amendments to Schedules 2 to 
6. 

 
18. The existing Cap. 41E to Cap. 41H provide for the detailed 
regulatory requirements for insurance companies.   Specifically, Cap. 
41E and Cap. 41F set out the determination of liabilities and margins of 
solvency of an insurance company in respect of its long term business.  
Cap. 41G sets out determination of the value of assets and liabilities of an 
insurance company in respect of its general business while Cap. 41H sets 
out the standards to be complied with by an appointed actuary.  While 
the requirements will remain unchanged, to tie in with the amendments 
introduced by the Amendment Ordinance, updates will be made to the 
cross-references and terms (e.g. replacing “保險業監督” by “保監局” 
and “regulation” by “rule”) via the Rules (at Annexes F to I). 
 
 
LEGISLATIVE TIMETABLE 

19. The legislative timetable is as follows – 
 

Publication in the Gazette 21 April 2017 
 

Tabling before Legislative Council 
(“LegCo”) 
 

26 April 2017 

 
IMPLICATIONS OF THE PROPOSALS 

20. The proposals are in conformity with the Basic Law, including 
the provisions concerning human rights.  The proposals will not affect 
the current binding effect of Cap. 41.  There are no civil service, 
environmental, productivity, family, gender and sustainability 
implications.  The financial and economic implications are set out in 
Annex J. 
 
 
MAINLAND RELATIONS AND RELATED PUBLIC RELATIONS 
MEASURES 

21. The proposals have no implication for Mainland relations.  No 
related public relations measure is considered necessary. 
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PUBLIC CONSULTATION  

22. The Government launched a three-month public consultation 
from October 2012 to January 2013 on the key legislative proposals for 
the establishment of IA, including the proposals on the funding 
mechanism.  General support was received.   In order to iron out the 
collection mechanism and other implementation details in respect of the 
new authorization fees and user fees, we have been engaging the 
insurance industry through the Hong Kong Federation of Insurers since 
February 2016.  The Panel on Financial Affairs of LegCo was consulted 
on, among other things, the proposals on new authorization fees and user 
fees on15 November 2016.  Panel Members did not raise any objections.   
 
 
PUBLICITY 

23. A press release will be issued.  A government spokesperson 
will be available to answer enquiries. 
 
 
ENQUIRIES 

24. Enquiries relating to this brief can be addressed to Ms Joan 
Hung, Principal Assistant Secretary for Financial Services and the 
Treasury (Financial Services), at 2810 2201. 
 
 
 
Financial Services and the Treasury Bureau 
Provisional Insurance Authority 
19 April 2017   
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Annex J 
 

Financial and Economic Implications 
   

According to the findings of the consultancy study1 
commissioned by the Government, IIA will face a shortfall of about 
$650 million in the first four years of operation.  With the approval of 
the Legislative Council, the Government has provided $450 million to 
IIA in 2016-17.  We will seek the approval of the Legislative Council 
for providing the remaining $200 million to IIA in 2018-19, subject to a 
review of the progress of IIA’s transitional work.   
 
2. The consultant’s projection is that IIA would be able to fully 
recover its operating cost via income from the market and be financially 
independent of the Government in the fifth year.  Major sources of 
income are levy on premiums paid by policy holders (accounting for 70% 
of IIA’s income), authorization fees paid by insurance companies, licence 
fees paid by insurance intermediaries, and user fees (altogether 
accounting for 30% of IIA’s income).  Having critically considered 
OCI’s operational experience and existing caseload, the estimated income 
from user fees will be around $5 million in the first year with the 11 
proposed fee items in place.  Under the proposed incremental approach, 
the estimated income from authorization fee will be around $50 million in 
the first year and will gradually increase to around $125 million in the 
sixth year. 
 
3. On economic implications, the proposed increase in annual 
authorization fees would impose additional costs on authorized insurance 
companies but the additional costs should be relatively small in 
comparison with their gross premium income.   

                                                 
1  The consultancy study was carried out by the PricewaterhouseCoopers and first concluded in 

2010.  The projection on the estimated cashflow of IIA was updated in November 2015 having 
regard to the additional regulatory functions undertaken by OCI since 2010 and the latest market 
conditions.  The Government consulted the Legislative Council Panel on Financial Affairs on the 
funding proposal in December 2015. 
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