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File Ref: C2/2/50C 

 

 

LEGISLATIVE COUNCIL BRIEF 

 

Insurance Companies Ordinance 

(Chapter 41) 

 

INSURANCE COMPANIES (AMENDMENT) BILL 2014 

 

 

INTRODUCTION 

  At the meeting of the Executive Council on 8 April 2014, the 

Council ADVISED and the Chief Executive ORDERED that the 

Insurance Companies (Amendment) Bill 2014 (“the Bill”), at Annex A, 

should be introduced into the Legislative Council (“LegCo”) to provide 

for, among other things, the establishment of the independent Insurance 

Authority (“IIA”) and a statutory licensing regime for insurance 

intermediaries to replace the existing self-regulatory system.   

 

 

JUSTIFICATIONS  

2. The establishment of the IIA is the most important regulatory 

reform in the insurance sector in the past 30 years since the passage of the 

Insurance Companies Ordinance (“ICO”) in 1983.  The policy 

objectives of setting up the IIA are to modernize the insurance industry 

regulatory infrastructure to facilitate the stable development of the 

industry, provide better protection for policyholders, and comply with the 

requirement of the International Association of Insurance Supervisors 

(“IAIS”) that insurance regulators should be financially and operationally 

independent of the government and industry.   

 

3. The two major aspects of the regulatory functions of an 

insurance regulator are (a) prudential regulation of insurers to ensure that 

they are financially sound and (b) conduct regulation of insurers and 

insurance intermediaries to ensure that the sale and after-sale 

administration of insurance policies (e.g. policy renewal or insurance 

claims) are conducted honestly, fairly and professionally.  There is an 

urgency to set up an operationally nimble insurance regulator to cope 

with regulatory challenges on both fronts. 
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4. On prudential regulation, the challenges in the coming years are 

to implement a Risk-based Capital framework for insurers and observe 

the IAIS’s requirements on macro-prudential surveillance, group-wide 

supervision and corporate governance of insurers.  All these initiatives 

require the regulator to have operational flexibility to recruit legal, 

accounting and actuarial talents to enhance its regulatory capacity.  On 

conduct regulation, there has been rising public expectation of robust 

oversight of insurance intermediaries, especially when insurance products 

are getting more sophisticated and diversified (such as the availability of 

various kinds of annuities for retirement planning in light of our ageing 

population).  We need to set up an independent regulatory regime for 

insurance intermediaries to replace the existing self-regulatory system 

administered by the three Self-regulatory Organizations (“SROs”)
1
 to 

strengthen public confidence in the insurance industry.   

 

 

PROPOSED LEGISLATIVE AMENDMENTS 

5. Since launching the first consultation on IIA in 2010, we have 

been actively engaging the industry and other stakeholders.  We have 

refined our original proposals after taking into account market feedback 

as well as international developments.  A table summarizing these 

refinements is at Annex B.  In the process, we have taken into account 

the need of – 

(a) enhancing consumer protection and education to promote public 

confidence in and understanding of insurance; 

(b) promoting professionalism of insurance intermediaries; 

(c) avoiding unnecessary regulatory burden that would hinder 

business growth and innovation; 

(d) minimizing any disruption and uncertainties during the transition 

to the new regulatory regime; 

(e) maintaining fairness, effectiveness and transparency of the 

regulatory process; and 

(f) fulfilling international obligations. 

 

                                                      
1
  The three SROs are the Insurance Agents Registration Board (“IARB”) 

established under the Hong Kong Federation of Insurers (“HKFI”), the Hong 

Kong Confederation of Insurance Brokers, and the Professional Insurance Brokers 

Association.   
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Major aspects of the legislative proposals are set out in paragraphs 6 to 

19. 

  

Functions of the IIA 

6. Insurance has the social value of cushioning the public 

financially against unfortunate events.  We expect the IIA to work with 

the insurance industry to promote healthy and sustainable development of 

the insurance industry.  In addition to promoting best practices among 

insurance practitioners, it is equally significant to educate the public on 

the nature of insurance, features of particular insurance products and 

assessment of insurance needs against various risks.  Based on these 

considerations and industry feedback, we have proposed some new 

functions for the IIA, in addition to the existing functions of the Office of 

the Commissioner of Insurance (“OCI”) – 

(a) facilitating sustainable market development of the insurance 

industry;  

(b) promoting understanding by policyholders and potential 

policyholders of insurance products and the insurance 

industry; and  

(c) conducting studies relevant to the insurance industry with a 

view to sharing the research findings with the industry.   

 

The proposed statutory functions of the IIA are at Annex C. 

 

Governance and Funding Mechanism 

7. The IIA will be a body corporate with perpetual succession 

comprising a chairperson, a chief executive officer and not less than six 

directors all appointed by the Chief Executive (“CE”).  At least two 

directors should be persons with knowledge of or experience in the 

insurance industry.  To ensure that the IIA is financially independent of 

the Government, we propose that the IIA should be financed by fees 

payable by insurers and insurance intermediaries, user fees for providing 

specific services by the IIA
2
, and a levy of 0.1% on insurance premiums 

                                                      
2
   For example, fees charged by the IIA for processing insurers’ application for 

change of class of business.  Licence fees for insurance intermediaries will be 

waived for the first five years.  We estimate that after the first five years, the 

licence fees charged by the IIA would be comparable to the ones charged by the 

SROs now, i.e. $410 for an insurance agent/agency and around $7,000 for an 

insurance broker company. 
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for all insurance policies
3
.   

 

Licensing of Insurance Intermediaries and Transitional Arrangements 

8. Under the new regime, a person requires a licence granted by 

the IIA to carry on “regulated activities”, which are defined to cover 

activities in relation to giving advice on insurance and sale and after-sale 

administration of insurance policies (e.g. policy renewal or insurance 

claims), in the course of their business or employment or for reward, with 

certain exemptions (e.g. lawyers and accountants providing regulated 

advice wholly incidental to their professional practice, and clerical or 

administrative staff of an insurance company).  

 

9. The categorization of licences will mirror the existing five 

categories of registration under the self-regulatory system to ensure a 

smooth transition, as follows –   

 Insurance agent Insurance broker 

Licence to 

business entities 

(1) licensed insurance 

agencies 

(2) licensed insurance 

broker companies 

Licence to 

individuals 

(3) licensed individual 

insurance agents   

(4) licensed technical 

representatives (agent) 

(5) licensed technical 

representatives 

(broker) 

 

10. More than 80,000 insurance intermediaries, including 

individuals and companies, are currently registered with the three SROs.  

For a smooth transition to minimize possible disruption to insurance 

intermediaries’ business and service to existing policyholders, we propose 

that all pre-existing insurance intermediaries validly registered with the 

SROs before the commencement of the statutory licensing regime should 

be deemed as licensees under the new regime for three years.  We have 

established a Working Group with members from the insurance industry 

to work out detailed transitional arrangements.  

 

 

                                                      
3
   The IIA will adopt an incremental approach in achieving the target level of levy in 

the first five years after its establishment, in accordance with the following 

schedule – 

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

Market levy as a % on 

insurance premiums 

0.04% 0.05% 0.06% 0.07% 0.085% 0.1% 

 

 The levy will be subject to a cap of $100 per life insurance policy and $5,000 per 

non-life insurance policy in a year. 



 

5 
 

Conduct Regulation 

11.   Fair and credible regulation of the conduct of insurance 

intermediaries will enhance public confidence in insurance which will in 

turn be conducive to the sustainable development of the insurance 

industry.   In general, conduct regulation aims to ensure that insurance 

intermediaries act professionally, fairly and honestly, and that the 

licensees are fit and proper persons, e.g., they are professionally 

competent, financially sound and have a good track record of legal and 

regulatory compliance. 

 

12. We propose that broad and commonly-adopted principles of 

conduct requirements for insurance intermediaries be set out in the 

primary legislation and details in subsidiary legislation and non-statutory 

codes and guidelines.     

 

13. We also propose that a licensed insurance agency or a licensed 

broker company should be required to appoint at least one responsible 

officer (“RO”) who should ensure that internal control systems and 

procedures are in place to promote compliance with conduct requirements 

within a body corporate.  The appointment of an RO is subject to the 

IIA’s approval based on the fit and proper criteria such as professional 

competence, financial soundness and record of legal and regulatory 

compliance. 

 

Regulatory Powers of the IIA 

14. Similar to other financial regulators in Hong Kong, the IIA will 

be vested with appropriate powers of inspection, investigation and 

imposing disciplinary sanctions including reprimand, fines, suspension or 

revocation of licence of insurance intermediaries or authorization of 

insurers; as well as prohibition of licence application of insurance 

intermediaries in relation to a regulated activity or authorization 

application of insurers for any class of insurance business in a specified 

period.  As safeguards, the IIA will be statutorily required to publish 

guidelines on fines
4
 and its disciplinary decisions will be appealable to 

an independent quasi-judicial body, the Insurance Appeals Tribunal 

(“IAT”) (see paragraph 18).  

 

                                                      
4
  We will remind the IIA to ensure that the guidelines will set out all the major 

factors that the IIA must take into account in exercising its fining power, including 

the principle of proportionality, not putting a person into financial jeopardy, etc. 
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15. Under the existing ICO, the appointed actuary, directors and 

controllers of an insurer are already subject to regulatory scrutiny to 

promote good corporate governance.  To comply with the IAIS’s 

requirements, we will update the relevant provisions to vest in the IIA the 

power to approve the appointment of senior executives who carry out 

“control functions” based on fit and proper criteria.  Such “control 

functions” cited by the IAIS include risk management, compliance, 

actuarial matters, and internal audit. 

 

Banks’ insurance intermediary activities 

16. At present, banks also operate insurance agency services 

through their retail networks.  Given the integrated asset and wealth 

management services offered by banks, as well as the Hong Kong 

Monetary Authority (“HKMA”)’s role as the primary and lead regulator 

of banks, we propose that, subject to the approval of the CE in Council, 

the IIA may delegate its powers of inspection and investigation to HKMA 

for the frontline regulation of banks’ insurance intermediary activities.  

After delegation, the IIA may exercise such powers concurrently, say, for 

conducting joint on-site inspections with HKMA to ensure regulatory 

consistency.  The two regulators will have to establish various 

collaborative arrangements including the signing of a Memorandum of 

Understanding on regulatory cooperation, reciprocal staff secondment, 

regular liaison meetings, etc.  The IIA will remain the single authority to 

set regulatory requirements, to grant licences and to impose disciplinary 

sanctions.  We hope to minimise any regulatory overlap and bridge any 

gap through these regulatory arrangements, with a view to ensuring a 

level playing field for banks and non-bank agents and affording 

reasonable protection for policyholders. 

 

Checks and Balances 

17. We attach great importance to the accountability of the IIA.    

At the governance level, the Bill stipulates that the IIA will comprise a 

majority of non-executive directors in order to ensure effective oversight 

of executive decisions.  It prescribes that certain powers of the IIA will 

be non-delegable, e.g. the power to make subsidiary legislation.  The 

IIA’s budget and corporate plan will be subject to approval by the 

Financial Secretary.  The Director of Audit may conduct value for 

money audit on the IIA whereas IIA’s practices and procedures are 

subject to examination by the Independent Commission Against 

Corruption.  
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18. At the regulatory level, the Bill requires the IIA to consult the 

industry before introducing new regulatory requirements via rules which 

are subsidiary legislation.  Its regulatory decisions, including licensing, 

authorization and disciplinary decisions are subject to review by the 

statutory IAT to be chaired by a person qualified to be appointed as a 

High Court judge.  The IAT may confirm, vary or set aside any such 

decisions of the IIA.  In addition, the internal process and procedures of 

the IIA in exercising regulatory powers will be reviewed by an 

independent Process Review Panel to be established by the CE.  A list of 

safeguards are set out at Annex D. 

 

Removal of outdated regulatory requirement 

19. We have taken the opportunity of this legislative amendment 

exercise to review if there is any outdated regulatory requirement.  

Under the existing self-regulatory regime for insurance intermediaries, 

the insurers are laden with certain statutory responsibilities for 

supervising insurance agencies and agents.  Failure to fulfil these 

responsibilities is a criminal offence.  For example, an insurer is 

required to keep a register of insurance agents appointed by it, comply 

with the Code of Practice for the administration of insurance agents 

published by the HKFI, and follow up a complaint referred to it by the 

IARB established under the HKFI (including investigation, reporting 

findings of investigation to the IARB and taking disciplinary action as 

required by the IARB).  With the ascent of a statutory licensing regime 

for insurance intermediaries, such statutory responsibilities imposed on 

insurers will become outdated and should therefore be removed.   

 

 

THE BILL 

20. The main provisions of the Bill are set out as follows – 

(a) Clauses 9 to 15 of the Bill add a new Part IA to the ICO which 

provides for the establishment and functions of, and accounting 

and financial arrangements for, the IIA; 

(b) Clauses 16 to 30 of the Bill amend the existing Part II of the 

ICO. In particular, new provisions are added to require an 

authorized insurer to obtain the IIA’s prior approval on the 

appointment of a controller, director or key person in control 

functions of the insurer.  The IIA is empowered to revoke the 

approval of the appointment if the IIA is satisfied that the 

officer is no longer a fit and proper person; 

 _D_  
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(c) Clauses 31 to 54 of the Bill amend the existing Parts III, IV and 

V of the ICO to further provide for better corporate governance 

of an authorized insurer, for example, to shorten the period 

within which an authorized insurer must deposit its account 

with the IIA and to require an authorized insurer to maintain 

separate accounts for each part of its long term business; 

(d) Clause 55 of the Bill adds a new Part VA to the ICO. The new 

Part gives the IIA powers to conduct investigations in respect of 

authorized insurers’ contraventions of the provisions of the ICO. 

It also enables the IIA to take disciplinary actions against an 

authorized insurer, including revoking or suspending the 

authorization of an authorized insurer; 

(e) Clauses 64 to 69 of the Bill amend the existing Part VIIIA of 

the ICO. Members and employees of the IIA must preserve 

secrecy with regard to matters that come to their knowledge in 

the performance of functions under the ICO. The IIA may 

disclose to overseas regulatory authorities information on 

matters relating the affairs of licensed insurance intermediaries; 

(f) Clauses 71 to 83 of the Bill amend the existing Part X of the 

ICO.  New Division 2 of Part X sets out certain restrictions. In 

particular, new section 64G of the ICO provides that it is an 

offence for a person who is not a licensed insurance 

intermediary to carry on any regulated activity or to hold out as 

a licensed insurance intermediary.  New Division 3 of Part X 

provides for granting licences to an insurance agency, individual 

insurance agent, technical representative (agent), insurance 

broker company and technical representative (broker) and 

granting approval to a responsible officer of a licensed 

insurance agency and licensed insurance broker company.  

New Division 4 of Part X gives the IIA powers to conduct 

investigations in respect of licensed insurance intermediaries’ 

contravention of the provisions of the ICO; 

(g) Clause 84 of the Bill adds new Parts XI to XIV to the ICO; 

(h) The new Part XI enables the IIA to take disciplinary actions 

against a licensed insurance intermediary and responsible 

officer. It also sets out the conduct requirements; 

(i) The new Part XII provides for the IAT which has jurisdictions 

to review certain decisions made by the IIA. An affected person 

may apply for leave to appeal against the IAT’s determination to 
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the Court of Appeal; 

(j) The new Part XIII provides for miscellaneous provisions, 

including provisions on immunity. The new section 126 

provides that the CE in Council may by regulations provide for 

the payment of fees for an application under the ICO. The new 

sections 127 and 131 empower the IIA to make rules and 

publish codes and guidelines; 

(k) The new Part XIV of, and new Schedule 11 to, the ICO 

provide for the necessary savings, transitional and supplemental 

provisions; 

(l) Clause 86 adds new Schedules 1A, 1B, 1C and 1D to the ICO. 

New Schedule 1A sets out the acts that are regarded as regulated 

activities and the matters that are regarded as material decisions 

and regulated advice. New Schedule 1B sets out the constitution 

and proceedings of the IIA. New Schedule 1C sets out the 

constitution and proceedings of an industry advisory committee. 

New Schedule 1D sets out the functions of the IIA that are 

non-delegable; 

(m) Part 3 of the Bill contains related and consequential 

amendments to several Ordinances. 

 

 

LEGISLATIVE TIMETABLE 

21. The legislative timetable will be as follows – 

 

Publication in the Gazette 

 

25 April 2014 

First Reading and commencement 

of Second Reading debate 

 

30 April 2014 

Resumption of Second Reading 

debate, committee stage and Third 

Reading 

to be notified 

 

 

IMPLICATIONS OF THE PROPOSAL 

 

22. The Bill is in conformity with the Basic Law, including the 

provisions concerning human rights.  The proposal has economic, 

financial and civil service implications as set out in Annex E.   _E _ 
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Specifically, we propose to abolish the Insurance Officer grade and 

transfer the functions of the OCI to the IIA on establishment of the IIA; 

and to make a lump sum provision of $500 million to the IIA to facilitate 

its initial operations.  The proposal has no productivity, environmental, 

family or sustainability implications.  The amendments proposed in the 

Bill will not affect the current binding effect of the ICO. 

 

 

PUBLIC CONSULTATION 

23. Following the public consultation on the framework of 

establishing the IIA in 2010, we published the consultation conclusions 

and detailed proposals in 2011 for further industry engagement.  We 

consulted the public on key legislative proposals for the establishment of 

the IIA from October 2012 to January 2013.  We announced the 

consultation conclusions in June 2013 and briefed the LegCo Panel on 

Financial Affairs on 5 July 2013.  We have also consulted the Insurance 

Advisory Committee eight times between 2009 and 2013.   

 

 

PUBLICITY 

24. We will issue a press release and organize a press briefing on 

16 April 2014.  We will arrange a spokesperson to answer media 

enquiries.     

 

 

ENQUIRIES 

25. Enquiries relating to the brief can be directed to Mr Paul Wong, 

Principal Assistant Secretary for Financial Services and the Treasury 

(Financial Services) at 2810 2201. 

 

 

 

Financial Services and the Treasury Bureau 

16 April 2014 
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Annex B 

Insurance Companies (Amendment) Bill 2014 (“the Bill”) 

Major Changes in Response to Consultation Feedback 

 

 

Issue Original Proposals
1
 The Bill 

Functions of the 

independent 

Insurance 

Authority (“IIA”) 

“Promoting the 

development of the 

insurance industry” was not 

specified as a function of 

the IIA. 

“Promoting competitiveness 

of the insurance industry in 

the global insurance market” 

is made one of the statutory 

functions of the IIA. 

Governance 

structure 

The IIA should have at least 

one but not more than two 

non-executive directors 

with knowledge of and 

experience in the insurance 

industry. 

The IIA should have at least 

two non-executive directors 

with knowledge of and 

experience in the insurance 

industry.   

The statutory Industry 

Advisory Committees should 

also comprise members with 

knowledge of and experience 

in the insurance industry and 

the conduct of regulated 

activities. 

Responsible 

officer (“RO”) of 

insurers 

The chief executive officer 

of an insurer would be 

deemed to be an RO to 

ensure compliance with 

conduct requirements by 

licensed insurance agents 

appointed by the insurer. 

An insurer is required to 

appoint a key person for 

performing the function of 

intermediary management.  

The appointment is subject to 

the IIA’s approval. 

ROs of insurance 

intermediaries 

Each licensed insurance 

agency and licensed 

insurance broker company 

would be required to have 

only one RO. 

Subject to the IIA’s approval, a 

licensee which is a business 

entity can appoint more than 

one RO. 

                                                      
1 These proposals were made during different stages of the consultation process. 
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Issue Original Proposals
1
 The Bill 

Specified 

suspension power 

As a stop gap measure, the 

IIA may exercise a 

“specified suspension 

power” to suspend a 

licensee from carrying on 

regulated activities for a 

specified period pending a 

disciplinary decision if it is 

in the public interest to do 

so. 

Discarded. 

Principle of 

acting in the best 

interest of 

policyholders 

All licensed insurance 

intermediaries would be 

required to act “in the best 

interest of policyholders”. 

To allay insurance agents’ 

concern on a possible conflict 

of loyalty to the insurer and 

the client, it is specified that 

any term in an agreement 

between the insurer and its 

agent which contravenes the 

statutory “best interest” duty 

will be unenforceable. 

Prior consultation 

with industry 

before imposing 

new regulatory 

requirement 

Nil. Specified in the legislation 

that the IIA must publish a 

draft for consultation before 

making any statutory rules. 

Insurance 

intermediary 

activities of 

banks 

The Hong Kong Monetary 

Authority (“HKMA”) 

would be vested with 

regulatory powers similar of 

the IIA, and HKMA might 

impose additional 

requirements on bank 

employees. 

IIA will be the primary and 

lead regulator for all insurance 

intermediaries, including 

banks and their employees, 

and the sole regulator to set 

conduct standards and 

requirements.  Only 

inspection and investigation 

powers in relation to regulated 

activities of banks may be 

delegated to the HKMA. 
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Issue Original Proposals
1
 The Bill 

Levy A levy of 0.1 % of 

insurance premiums of all 

policies would be charged. 

A levy cap of $100 per life 

insurance policy and $5,000 

per non-life insurance policy 

will be imposed.  Levy on 

premiums of reinsurance 

contracts will also be waived 

to avoid double-charging. 

 

Other 

requirements 

Licensed insurance 

intermediaries are required 

to file notifications (e.g. 

change of personal 

particulars) in 7 days, and 

the licence of a technical 

representative is deemed to 

be revoked if he is not 

engaged by a licensed 

insurance agency or 

licensed insurance broker 

company for 90 days.  

The proposed statutory 

time-limits are extended to 15 

days and 180 days 

respectively. 

 



Annex C 

 

Statutory Functions of the Independent Insurance Authority (“IIA”) 

 

(1)  The principal function of the IIA shall be to regulate and supervise the 

insurance industry for the promotion of the general stability of the insurance 

industry and for the protection of existing and potential policyholders. 

 

(2)  Specifically, the IIA shall also – 

(a) be responsible for supervising an authorized insurer's and a licensed 

insurance intermediary's compliance with the provisions of the 

Ordinance; 

(b) consider and propose reforms of the law relating to insurance business; 

(c) promote and encourage proper standards of conduct, and sound and 

prudent business practices, applicable to authorized insurers; 

(d) promote and encourage proper standards of conduct of licensed 

insurance intermediaries; 

(e) review and, if necessary, propose reforms of the systems for regulating 

authorized insurers and licensed insurance intermediaries; 

(f) regulate the conduct of insurance intermediaries through a licensing 

regime; 

(g) promote understanding by policyholders and potential policyholders of 

insurance products and the insurance industry; 

(h) formulate effective regulatory strategies and facilitate sustainable 

market development of the insurance industry, and promote the 

competitiveness of the insurance industry in the global insurance 

market; 

(i) conduct studies into matters affecting the insurance industry; 

(j) assist the Financial Secretary in maintaining the financial stability of 

Hong Kong by taking appropriate steps in relation to the insurance 

industry; and 

(k) co-operate with and assist financial services supervisory authorities of 

Hong Kong or of any place outside Hong Kong, whenever appropriate, 

to the extent permitted by the Ordinance. 



Annex D 

Checks and Balances to Enhance 

the Accountability of the Independent Insurance Authority (“IIA”) 

   

(a) the IIA will have a majority of non-executive directors to oversee the 

performance of the executives; 

(b) regulatory decisions made by the IIA will be subject to appeal to the 

Insurance Appeals Tribunal; 

(c) the IIA shall table its annual report before the Legislative Council; 

(d) the annual budget and corporate plan of the IIA will be subject to the 

approval of Financial Secretary; 

(e) certain critical functions of the IIA shall be non-delegable (i.e. such 

functions must be performed by the IIA only and cannot be delegated 

to its committees or employees), e.g. the power to make subsidiary 

legislation and authorize a company to carry on any class of 

insurance business; 

(f) after the IIA has exercised its power to impose disciplinary sanctions 

against an authorized insurer or a licensed insurance intermediary, it 

will disclose to the public details of the relevant decision including 

the reasons and any material facts relating to the case; 

(g) an independent Process Review Panel will be established by the 

Chief Executive to review the internal process and procedures 

governing the exercise of regulatory powers by the IIA (and the Hong 

Kong Monetary Authority (“HKMA”) in respect of its supervision of 

insurance intermediary activities of banks);  

(h) complaints against maladministration of the IIA (and the HKMA in 

respect of its supervision of insurance intermediary activities of banks) 

may be lodged with the Office of the Ombudsman; 

(i) the Director of Audit may conduct value for money audit on the IIA; 

(j) the IIA would be included into Schedule 1 to the Prevention of 

Bribery Ordinance (Cap. 201) as one of the public bodies and the 

Independent Commission Against Corruption would be able to 

examine the practices and procedures of the IIA to facilitate the 

discovery of corrupt practices; and 

(k) the use of personal data by the IIA would be in compliance with the 

Personal Data (Privacy) Ordinance (Cap. 486). 



  Annex E 
 

1 

 

 

Civil Service, Financial and Economic Implications of the Proposal 

 

 

Civil Service implications 

  At present, there are 150 staff members in the Office of the 

Commissioner of Insurance (“OCI”), including the Commissioner of 

Insurance
1
, 48 Insurance Officers (“IOs”), 22 officers of the general 

grades and 79 non-civil service contract (“NCSC”) staff.   For the IIA to 

achieve the desired institutional independence and operational flexibility, 

we propose that the IIA should recruit its own staff, and that the 48 IOs 

who are pensionable civil servants be retired on the Abolition of Office 

(“AOO”) terms after the establishment of the IIA.  Officers of the 

general grades will then be redeployed to other Government 

bureaux/departments in accordance with the normal posting arrangements 

by the Director of General Grades.  As for the NCSC staff, their 

contracts will be mutually resolved or terminated as appropriate. 

 

2. The proposed exit package for the IOs includes the following 

two elements –  

 

(a)  statutory entitlement based on AOO terms provided under the 

Pension Benefits Ordinance (Cap. 99), including enhanced 

lump sum pension gratuity totalling about $167 million and 

enhanced monthly pension totalling about $12 million per 

annum; and 

 

(b)  subject to the approval of the Finance Committee of the 

Legislative Council (“LegCo”), a non-statutory payment 

totalling $31 million comprising an ex-gratia payment of six 

months’ last substantive monthly salary amounting to about $23 

million
2
; and a special lump sum payment of about $8 million

3
.  

 

 

                                                      
1  At present, the post of Commissioner of Insurance is being held against a supernumerary post of 

Administrative Officer Staff Grade B1.  After the establishment of the independent Insurance 

Authority (“IIA”), the officer will be redeployed to other Government bureaux/departments in 

accordance with the normal posting arrangements. 

 
2
  The ex-gratia payment has been granted to the affected officers in precedent AOO exercises since 

the 1990s. 

 
3
  The special lump sum payment is calculated on a pro-rata basis of one month’s last substantive 

monthly salary for every five years before an officer reaches his normal retirement age of 60. 



  2 

 

3. The non-statutory payment at (b) seeks to compensate for the 

loss of non-job related benefits for the affected IOs; and to recognise their 

unwavering dedication and commitment during the time when the plan of 

establishing the IIA was being contemplated while the workload for the 

OCI was mounting up during and after the global financial crisis of 2008, 

and their role in ensuring a smooth transition to the IIA. 

 

Financial implications 

4.   The establishment of the IIA would mean savings to the 

public coffer of $110 million per annum, being the recurrent funding for 

the OCI.  As we will adopt an incremental approach for the introduction 

of a levy on insurance premiums and the variable fee to be paid by 

insurers, we have earmarked a lump sum provision of $500 million to the 

IIA, partly to meet its expenses in the initial five years before the target 

levels of licence fees and levy are set in, and partly as contingency 

reserve.   

 

5.   Subject to enactment of the Bill, we will seek the approval of 

the Finance Committee of LegCo for the funding requirement of the 

non-statutory payment referred to at paragraph 2(b) above as well as the 

creation of a new commitment of $500 million for setting up the IIA.   

 

Economic implications 

6.   In 2012, the insurance sector contributed $59,300 million in 

value added to the Hong Kong economy (a share of 2.9% to the gross 

domestic product).  As an integrated part of the financial services sector, 

the systemic stability and sustainable growth of the insurance sector are 

important to the economy of Hong Kong.  

 

7.   The establishment of the IIA would strengthen the regulatory 

infrastructure and help provide better protection to policyholders.  It 

would help promote the stability and growth of the insurance sector and 

reinforce Hong Kong’s status as an international financial centre.  The 

operating costs of the IIA would be borne together by the insurers, 

insurance intermediaries and the policyholders.  This is consistent with 

the policy that financial market regulators should operate independently 

on a cost-recovery basis and user-paid principle. 
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