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LEGISLATIVE COUNCIL BRIEF 

 

Insurance Ordinance 

(Chapter 41) 

 

INSURANCE (DESIGNATION AND ANNUAL FEES FOR 

DESIGNATED INSURANCE HOLDING COMPANIES) 

REGULATION 

 

INSURANCE (PRESCRIBED FEES) (AMENDMENT) 

REGULATION 2020 

 

INSURANCE (AMENDMENT) (NO. 2) ORDINANCE 2020 

(COMMENCEMENT) NOTICE 

 

INSURANCE (GROUP CAPITAL) RULES 

 

 

INTRODUCTION 

 

 This paper briefs Members on four pieces of subsidiary 

legislation that are related to the commencement of the group-wide 

supervision (“GWS”) regime on 29 March 2021 for insurance groups 

where a holding company for the group is incorporated in Hong Kong. 

 

2. At the meeting of the Executive Council on 8 December 2020, 

the Council ADVISED and the Chief Executive ORDERED that – 

 

(a) the Insurance (Designation and Annual Fees for Designated 

Insurance Holding Companies) Regulation (“Designation and 

Annual Fees Regulation”) (at Annex A); and 

 

(b) the Insurance (Prescribed Fees) (Amendment) Regulation 2020 

(“Prescribed Fees (Amendment) Regulation”) (at Annex B) 

 

should be made under section 128(1) of the Insurance Ordinance (Cap. 41) 

(“IO”). 

 

3. On 24 December 2020, the Secretary for Financial Services and 

the Treasury (“SFST”) made the Insurance (Amendment) (No. 2) 

Ordinance 2020 (Commencement) Notice (“Commencement Notice”) (at 

Annex C) under section 1(2) of the Insurance (Amendment) (No. 2) 

Ordinance 2020 (“Amendment Ordinance”). 

  



- 2 - 

4. On 24 December 2020, the Insurance Authority (“IA”) made the 

Insurance (Group Capital) Rules (“Group Capital Rules”) (at Annex D) 

under the new section 95ZI and section 129 of the IO.  

 

 

JUSTIFICATIONS 

 

5. Enacted in July 2020, the Amendment Ordinance aims to amend 

the IO to enhance the regulatory framework for the regulation and 

supervision of insurance groups where a holding company for the group is 

incorporated in Hong Kong.  The Amendment Ordinance introduces a 

GWS framework for the IA to exercise direct regulatory powers over Hong 

Kong-incorporated holding companies of insurance groups (“insurance 

holding companies”).  This would help enhance Hong Kong’s capability 

in exercising GWS of insurance groups using a direct approach and align 

Hong Kong’s regulatory regime with the international standards, practices 

and guidance promulgated by the International Association of Insurance 

Supervisors (“IAIS”)1. 

 

6. Under the Amendment Ordinance passed by the Legislative 

Council (“LegCo”), the IA, as the group supervisor appointed to regulate 

and supervise an insurance group, will be empowered to designate an 

insurance holding company belonging to that insurance group as a 

designated insurance holding company (“DIHC”).  The IA will have the 

following direct regulatory powers over the DIHC – 

 

(a) determination of a supervised group to which the DIHC belongs; 

 

(b) governance on shareholder controllers, chief executives, 

directors and key persons in control functions of the DIHC; 

 

(c) regulatory powers such as requiring the DIHC to submit 

financial information, to comply with requirements related to 

group capital, reporting and disclosure, and to seek regulatory 

approval for major acquisitions; 

 

(d) inspection and investigation powers over the DIHC; and 

 

(e) intervention and disciplinary actions against the DIHC.  

 

 

 

                                                 
1  The IAIS is the international standard setting body for insurance regulators across the world. 

 



- 3 - 

7. Having regard to the progress of its preparatory work and the 

readiness of the affected insurance groups, the IA has decided to implement 

the GWS framework on 29 March 2021.  It is necessary to make four 

pieces of subsidiary legislation to implement the GWS framework on the 

same day. 

 

Proposals 

 

8. The proposals contained in the various pieces of subsidiary 

legislation are set out in the ensuing paragraphs. 

 

(A) Commencement Date 

 

9. In accordance with section 1(2) of the Amendment Ordinance, 

SFST, via the Commencement Notice at Annex C, appoints 

29 March 2021 as the day on which the Amendment Ordinance comes into 

operation such that the GWS framework referred to in paragraph 5 above 

will become effective starting from that date. 

 

(B) Fees Regulations 

 

10. DIHCs would be required to pay fees to the IA for recovering the 

additional costs involved in acting as the group supervisor under the new 

GWS framework by the IA, which is financially and operationally 

independent of the Government.  The IA will recover the associated 

expenses and expenditure from the DIHCs it supervises on a cost recovery 

basis through the collection of designation, annual and prescribed fees. 

 

11. Section 128(1) of the IO stipulates, among other things, that    

the Chief Executive in Council may, after consulting the IA, by regulations, 

provide for the payment to the IA of, and prescribe, fees for anything done 

by the IA in performing a function under the IO.  The fee proposals for 

implementing the new GWS framework, with inputs from the IA 

incorporated, are set out in paragraphs 12 to 16 below. 

 

Designation and Annual Fees 

 

12. Under the new section 95F(1) of the IO, a DIHC must pay a 

designation fee payable on designation and fees payable at prescribed 

intervals (“annual fees”) no later than the payment due dates to be 

prescribed for such fees.  The IA proposes to use the total insurance 

liabilities of the supervised group of a DIHC as at the end of certain 

financial year of the DIHC (“group insurance liabilities”) as the basis for 

calculating the designation fee and an annual fee payable by each DIHC.  
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This is because the size of the group insurance liabilities of a DIHC 

generally reflects the size and scale of the risk exposure of the supervised 

group of the DIHC and correlates with the level of supervision that the IA 

needs to carry out in respect of that supervised group.     

 

13. The proposed structure for designation and annual fees is simple 

and easy to administer.  It also aligns with the current calculation method 

for calculating fees payable by authorized insurers for supervision by the 

IA.  The IA proposes to set the designation fee and an annual fee payable 

by a DIHC at a flat rate of 0.0026% of the group insurance liabilities of the 

DIHC, with a fee payable subject to a floor of HK$10 million and a ceiling 

of HK$60 million.  Pro-rata calculation of the amount of the designation 

fee where the date of designation of the DIHC is not 1 April is also 

provided 2 .  This proposal has taken into account the total insurance 

liabilities of those insurance groups to be subject to GWS 3  and the 

estimated costs incurred for conducting GWS. 

 

14. The designation and annual fees are specified in the Designation 

and Annual Fees Regulation at Annex A.   

 

Prescribed Fees 

 

15. Similar to the existing prescribed fees for authorized insurers 

under the Insurance (Prescribed Fees) Regulation (Cap. 41B), the IA 

proposes to charge eight items of prescribed fees under the GWS regime to 

recover the costs of providing specific services, covering fees for various 

applications in relation to a DIHC.  In determining the proposed fee levels, 

the same computation methodology as that for the existing prescribed fees 

relating to authorized insurers is used, and such methodology is largely in 

line with the approach used by the Government.   

 

16. The prescribed fees are specified in the Prescribed Fees 

(Amendment) Regulation at Annex B. 

 

 

 

 

 

 

                                                 
2  To facilitate administration and on-going review, the coverage period of the designation and annual fee 

payments will tie in with the financial year of the IA, which begins on 1 April each year. 
 

3  Currently, there are three insurance groups subject to GWS by the IA.  They will be subject to the 

GWS framework upon designation under the IO after commencement of the Amendment Ordinance.  
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(C) Group Capital Rules 

 

17. Pursuant to the new section 95ZI of the IO, the IA may, by rules 

made under the amended section 129, prescribe requirements in relation to 

the capital of the supervised group of a DIHC, requirements for a DIHC to 

report to the IA and requirements for a DIHC to disclose information 

relating to group capital adequacy to the public. 

 

18. The Group Capital Rules are principle-based and outcome-

focused to allow the IA to have effective and robust group capital regime 

for insurance groups.  The new regime aims to maintain Hong Kong’s 

competitiveness vis-à-vis those of other jurisdictions, and would reinforce 

Hong Kong’s status as a preferred domicile in Asia-Pacific for international 

insurance groups.  The Group Capital Rules (at Annex D) set out the 

following requirements – 

 

(a) Group capital adequacy requirements 

 

A DIHC must ensure that its insurance group would meet the 

group capital adequacy requirements at all times, which will 

consist of two levels, i.e. Group Minimum Capital Requirement 

(“GMCR”) and Group Prescribed Capital Requirement 

(“GPCR”).  The GMCR and GPCR will respectively be 

calculated as the sum of the regulatory minimum capital 

requirements and prescribed capital requirements which apply to 

legal entities in the insurance group in the jurisdictions in which 

they carry on business.  The IA has the power to apply a 

supervisory variation to the GMCR or GPCR as appropriate.  

 

The eligible group capital resources of a DIHC will be calculated 

as the sum of the eligible capital resources of each legal entity in 

the insurance group (such eligibility to be based on whether the 

legal entity can count the capital resource towards meeting its 

minimum or prescribed capital requirement in the jurisdiction 

where it carries on business).  The Group Capital Rules also set 

out the tiering of eligible group capital resources and enable the 

IA to apply a supervisory variation to the eligible group capital 

resources as appropriate. 

 

For transitional arrangements, a DIHC may apply to the IA for 

pre-existing financial instruments to be counted as eligible 

capital resources.  The IA can determine if certain capital 

resources and financial instruments can be considered eligible 

group capital resources, having regard to criteria that are 
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consistent with the Insurance Core Principles (“ICPs”) issued by 

the IAIS. 

 

(b) Supervisory reporting to IA in relation to group capital adequacy 

 

A DIHC in relation to its supervised group must submit a report 

to the IA each year containing, among other things, the GMCR 

and GPCR, the eligible group capital resources, the tier 1 and 

tier 2 group capital, as well as a breakdown of the above 

information.   

 

(c) Public disclosure in relation to group capital adequacy 

 

A DIHC must, within five months after its financial year end, 

publish certain information on its website in relation to its 

supervised group.  Such information would include, among 

other things, the profile of the supervised group, a description of 

the corporate governance framework, a description of how the 

DIHC ensures that the assets of its supervised group are managed 

so that such assets are sufficient to meet the liabilities of the 

group as they fall due, as well as the adequacy of the eligible 

group capital resources of the supervised group in meeting the 

regulatory capital requirements applicable to the supervised 

group. 

   

19. In preparing the Group Capital Rules, the IA has taken into 

account prevailing international standards, including the relevant ICPs, the 

Common Framework for the Supervision of Internationally Active 

Supervised Groups (“ComFrame”) promulgated by the IAIS, as well as the 

Insurance Capital Standard being developed as part of the ComFrame.   

 

 

LEGISLATIVE TIMETABLE 

 

20. The legislative timetable for the four pieces of subsidiary 

legislation is as follows – 

 

Publication in the Gazette 31 December 2020 

 

Tabling before LegCo 

 

6 January 2021 

Commencement 29 March 2021 
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IMPLICATIONS OF THE PROPOSALS 

 

21. The subsidiary legislation referred to in paragraphs 2 to 4 above 

is in conformity with the Basic Law, including the provisions concerning 

human rights.  The subsidiary legislation does not affect the current 

binding effect of the IO.  The subsidiary legislation has no financial or 

civil service implications to the Government, and no environmental, 

productivity, family and gender implications.  The subsidiary legislation 

has no sustainability implications other than economic implications set out 

in paragraph 22 below. 

 

22. On economic implications, the fees and group capital 

requirements as proposed in the subsidiary legislation would impose 

additional costs and compliance burden on DIHCs.  Nonetheless, the 

additional costs from the fees should be relatively small as compared to 

their gross premium income.   

 

 

PUBLIC CONSULTATION  

 

23. The IA has consulted the Hong Kong Federation of Insurers and 

the affected insurance groups on the proposed designation, annual and 

prescribed fees.  The IA also conducted a six-week public consultation on 

the proposed Group Capital Rules.  The stakeholders concerned generally 

find the proposals acceptable.  The Group Capital Rules have been 

refined to take into account suggestions and to clarify technical details 

regarding the group capital requirement. 

 

 

PUBLICITY 

 

24. We will issue a press release upon the gazettal of the subsidiary 

legislation, and arrange for a spokesman to answer media enquiries.   

 

 

ENQUIRIES 

 

25. Enquiries may be directed to Ms Noel Tsang, Principal Assistant 

Secretary for Financial Services and the Treasury (Financial Services), at 

2810 2201. 

 

Financial Services and the Treasury Bureau 

Insurance Authority 

29 December 2020 
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