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Procurement of third party risks insurance by owners’ corporations

Purpose

The mandatory requirement for owners' corporations ("OC") to procure
third party risks insurance has taken effect since 1 January 2011. This paper
updates members on the latest situation about the procurement of such
insurance by OCs, and summarizes the relevant concerns expressed by members
of the Panel on Home Affairs (" "the Panel") at its meeting on 10 December 2010.
A summary of the relevant concerns of members of the Panel and Legislative
Council ("LegCo") Members on the same subject is contained in LC Paper No.
CB(2)465/10-11(04).

Background

2. The Building Management (Third Party Risks Insurance) Regulation
("the Regulation™) stipulates the mandatory requirement for the third party risks
insurance policy to cover liabilities incurred by an OC in relation to the
common parts of a building and the property of the OC in respect of the bodily
injury to and/or the death of a third party. The minimum insured amount of a
policy shall be $10 million per event. Should an OC fail to procure and keep
in force in relation to the common parts of the building a third party risks
insurance policy, every member of the management committee ("MC") of the
OC shall be guilty of an offence and liable on conviction to a maximum fine of
$50,000. However, it would be a defence for members of MC if they could
demonstrate that they have exercised all due diligence to procure insurance.



Procurement of third party risks insurance

3. According to the Administration, as at October 2010, 15 571 or 95.5%
of the total number of buildings with OCs had already procured third party risks
insurance. About 730 or 4.5% had not procured such insurance. Of these
730 buildings, about 30% had indicated that their buildings were under repair
and they would procure insurance upon completion of the repair work, while
about another 20% were seeking quotations.

4, On 30 December 2010, the Hong Kong Federation of Insurers (HKFI)
issued a media release on its establishment of a task force to handle the matter
relating to the procurement of insurance by OCs. HKFI said that it had been
working closely with the Home Affairs Department ("HAD") to develop
effective measures to ensure the smooth implementation of the mandatory
requirement. HKFI stressed that when taking out a policy, an OC should
request insurance companies to clearly stipulate the relevant arrangements and
details in the policy and to issue a Notice of Insurance to prove that the OC had
taken out the required insurance. HKEFI has issued a set of FAQs (Appendix I)
explaining the coverage, claims, policyholders and premium charges, etc..

Members' concerns

5. At the Panel meeting on 10 December 2010, some members raised
concern about the problems encountered by some OCs when they tried to
procure or renew their third party risks insurance policies, and enquired about
the actions to be taken by the Administration to assist OCs in complying with
the mandatory requirement. Members were worried that prosecution against
members of MC of an OC would be taken out if the OC failed to comply with
the mandatory requirement.

6. The Administration responded that HAD had all along maintained
constant contact with OCs and had been proactively assisting them in procuring
insurance. HAD would liaise with HKFI once it noticed questions raised by
owners and OCs over the services provided by insurance companies. The
Administration also advised that HKSI had issued a circular to its members
stating that when handling cases relating to the procurement of insurance, they
should provide options which met the mandatory requirement without charging
additional premium if there was no increase in risk exposure.



7. The Administration further advised that if an OC was unable to procure
insurance, HAD would refer the case to HKFl. HAD would also provide the
OC with a list of insurance companies authorized by HKFI as insurers of third
party risks insurance for buildings and a list of insurance consultant companies
provided by the Professional Insurance Brokers Association to facilitate the
OC's procurement of insurance. Having regard to the spirit of the legislation
which provided for a defence provision, prosecution against an OC would not
be taken immediately upon the commencement of the mandatory requirement if
the OC concerned had already made its best endeavour to procure insurance.

Latest development

8. The Administration will update the Panel on the latest development on
matters relating to the procurement of third party risks insurance by OCs at its
meeting on 14 January 2011. Representatives of HKFI have also been invited
to join the discussion on the matters.

Relevant papers

9. A list of relevant papers with their hyperlinks at LegCo's website is in
Appendix I1.
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Panel on Home Affairs

Relevant documents on

Appendix 11

Procurement of third party risks insurance by owners' corporations

Committee Date of Minutes/Papers LC Paper No.
meeting
Panel on Home | 12.6.2001 |Administration's  paper on|CB(2)1753/00-01(03)
Affairs Procurement of third party|http:/library.legco.gov.hk:1
liability insurance by owners'|080/record=b1061757
corporations under the Building

Management Ordinance (Cap.

344).

Minutes of meeting CB(2)555/01-02
http://www.legco.gov.hk/yr
00-01/chinese/panels/ha/mi
nutes/ha010612.pdf

House 5.10.2007 |Legal Service Division Report|LS121/06-07
Committee on subsidiary legislation tabled | http://www.legco.gov.hk/yr
in the Legislative Council on 11 |06-07/english/hc/papers/hcl

July 2007 005Is-121-e.pdf

Subcommittee | 12.10.2007 |Legislative Council Brief on|HAD/HQ/CR/20/3/1(C)

on Building
Management
(Third Party
Risks

Insurance)
Regulation

Building Management (Third
Party Risks Insurance)
Regulation issued by the Home
Affairs Department on 5 July
2007

http://www.legco.qgov.hk/yr
06-07/english/sublea/brief/1

46_Dbrf.pdf

Background brief prepared by
the Legislative Council
Secretariat

CB(2)26/07-08(02)

http://www.legco.gov.hk/yr
06-07/english/hc/sub_leg/sc
61/papers/sc611012ch2-26-

2-e.pdf




Committee Date of Minutes/Papers LC Paper No.
meeting
Subcommittee | 12.10.2007 | Minutes of meeting CB(2)269/07-08
on Building http://www.legco.gov.hk/yr
Management 06-07/english/hc/sub_leg/sc
(Third Party 61/minutes/sc611012.pdf
Risks
Insurance) 16.10.2007 | Minutes of meeting CB(2)298/07-08
Regulation http://www.legco.gov.hk/yr
06-07/english/hc/sub_leg/sc
61/minutes/sc611016.pdf
Administration's response to|CB(2)127/07-08(01)
Issues raised at the | http://www.legco.gov.hk/yr
Subcommittee's meeting on|06-07/english/hc/sub_leg/sc
16 October 2007 61/papers/sc611023ch2-127
-1-e.pdf
23.10.2007 | Minutes of meeting CB(2)364/07-08
http://www.legco.gov.hk/yr
06-07/english/hc/sub_leg/sc
61/minutes/sc611023.pdf
29.10.2007 | Minutes of meeting CB(2)572/07-08
http://www.legco.gov.hk/yr
06-07/english/hc/sub_leg/sc
61/minutes/sc611029.pdf
Administration's response to|CB(2)240/07-08(01)
Issues raised by the | http://www.legco.gov.hk/yr
Subcommittee at its meeting on |06-07/english/hc/sub_leg/sc
29 October 2007 61/papers/sc611029cb2-240
-1-e.pdf
House 2.11.2007 |Report of the Subcommittee on|CB(2)207/07-08
Committee Building Management (Third |http://www.legco.gov.hk/yr

Party Risks
Regulation  to
Committee

Insurance)
the  House

07-08/english/hc/papers/hcl
102cb2-207-e.pdf




Committee

Date of
meeting

Minutes/Papers

LC Paper No.

Panel on Home
Affairs

12.12.2008

Administration's  paper  on
procurement of third party risks
insurance by owners'
corporations and issues related
to building management

CB(2)427/08-09(01)
http://www.legco.gov.hk/yr
08-09/english/panels/ha/pap
ers/hal212ch2-427-1-e.pdf

Background brief prepared by
the Legislative Council
Secretariat

CB(2)427/08-09(02)
http://www.legco.gov.hk/yr
08-09/english/panels/ha/pap
ers/hal212ch2-427-2-e.pdf

Administration's  paper  on
procurement of third party risks
insurance by owners'
corporations and issues related
to building management
(supplementary information)

CB(2)640/08-09(01)
http://www.legco.gov.hk/yr
08-09/english/panels/ha/pap
ers/hal212cb2-640-1-e.pdf

Minutes of meeting

CB(2)817/08-09
http://www.legco.gov.hk/yr
08-09/english/panels/ha/min
utes/ha20081212.pdf

17.3.2010

Administration's  paper  on
support to building owners and
owners' corporations to
facilitate building management
and maintenance

CB(2)1082/09-10(03)
http://www.legco.gov.hk/yr
09-10/english/panels/ha/pap
ers/ha0317ch2-1082-3-e.pdf

Background brief prepared by
the Legislative Council
Secretariat

CB(2)1082/09-10(04)
http://www.legco.qgov.hk/yr

09-10/english/panels/ha/pap

ers/ha0317cb2-1082-4-e.pdf

Minutes of meeting

CB(2)1498/09-10
http://www.legco.gov.hk/yr

09-10/english/panels/ha/min

utes/ha20100317.pdf




Affairs

Procurement of Third Party
Risks Insurance by Owners'
Corporations

Committee Date of Minutes/Papers LC Paper No.
meeting
Panel on Home | 10.12.2010 |Administration's  paper  on|CB(2)465/10-11(02)

http://www.legco.gov.hk/yr
10-11/english/panels/ha/pap
ers/hal210ch2-465-2-e.pdf

Background brief prepared by
the Legislative Council
Secretariat

CB(2)465/10-11(04)
http://www.legco.gov.hk/yr
10-11/english/panels/ha/pap
ers/hal210cb2-465-4-e.pdf
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