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Background
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& Task Force formed by the Hong Kong Federation of
Insurers (HKFI) in April 2008

5 4 UK T (LY 20085 P45yt (i

& Close collaborations between HKFI and the Office of
the Commissioner of Insurance
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€ Briefing for the Members in July 2008
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Major Benefits
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@ Instil public confidence and maintain insurance
market stability

PRI 2 S AR ] R

@ Provide a safety net for policyholders
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€ Uphold the status of Hong Kong as an international
financial centre
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Guiding Principles
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Reasonable balance between the level of levies and
level of protection (i.e. affordability)
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Enhance market stability while minimizing moral
hazard risks (i.e. reliability
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Certainty of compensation and associated
arra gements for levy collection (i.e. sustainability)
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Key parameters
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€ Benchmarking with similar compensation schemes
operating in Canada, Japan, Singapore and the
United Kingdom
o (1= b N (1 A = B =T
T |

€ Two separate sub-schemes catering for long term
and general insurance policies
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Key parameters (cont’d)
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€ Coverage
Fro B

» Exclude compulsory businesses covered by the Motor
Insurers’ Bureau of Hong Kong and the Employees
Compensation Insurer Insolvency Bureau
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» Extend to all individual policyholders but in-depth
discussions required on corporate policyholders
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Key parameters (cont’d)
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€ Compensation limit
(G
»100% for the first tranche of $100,000 plus 80%

for the remaining balance
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» Maximum compensation of $1 million per policy
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Key parameters (cont’d)
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€ Mode of Funding
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»Pre-funding
i

» Post-funding
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» Progressive funding
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Key parameters (cont’d)
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&®Levy
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» Base levy rate of 0.5% to 1%
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» Stepped-up levy rate of 2% to 3% upon
occurrence of an insolvency
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Key parameters (cont’d)
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@ Legislative backing
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» 1o collect levy from in-force policies
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» to ensure high transparency
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» to enhance accountability
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Way Forward
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& Actuarial consultancy study to determine target fund
size and optimal levy rate
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€ Proceed in parallel with ground work for law drafting
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& Present final package of proposals within the next
Legislative Council session.
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