LEGISLATIVE COUNCIL BRIEF

Insurance Companies Ordinance
(Chapter 41)

INSURANCE COMPANIES (AMENDMENT) BILL 1999

INTRODUCTION

At the meeting of the Executive Council on 30 March 1999,
the Council ADVISED and the Chief Executive ORDERED that the
Insurance Companies (Amendment) Bill 1999, at Annex A, should be
introduced into the Legislative Council.

BACKGROUND AND ARGUMENT

2. We propose to amend the Insurance Companies Ordinance
(Ordinance) to :

(@) strengthen the regulation of Lloyd’s;

(b) accelerate the submission of financial information by
insurers relating to their Hong Kong general business from
six to four months; and

(c) extend the number of development years for the submission
of claims statistics by insurers relating to their Hong Kong
general business from eight to 12 years.

Strengthening the regulation of Lloyd’s

3. Lloyd’s is an association of underwriters established during
the 17th century in London, the United Kingdom. It is not a
conventional insurance company but rather a market place for its
members to conduct insurance business as sole traders in the form of
syndicates. Due to its historical background and unique mode of
operation, Lloyd’s is subject to regulatory requirements different from
those applying to other authorized insurers in Hong Kong.



4, Under the existing provisions of the Ordinance, Lloyd’s is
exempted from the regulatory requirements and interventionary powers
of the Insurance Authority (IA), which are applicable to an authorized
insurer. It is only required under section 50 of the Ordinance to appoint
an authorized representative in Hong Kong; to submit a copy of its
annual returns; and to pay an annual fee to the IA. By comparison, the
regulation of authorised insurers is more comprehensive and stringent.

5. The regulatory requirements on Lloyd’s are considered
inadequate for the effective monitoring of its operation in Hong Kong,
particularly in the light of Lloyd’s financial troubles and major
reorganisation in recent years. They are also considered inconsistent
with our policy of providing a level playing field for all market players.
The preferential treatment enjoyed by Lloyd’s has been the subject of
criticism by many authorised insurers.

6. We propose to amend the Ordinance to strengthen the
regulation of Lloyd’s in Hong Kong. Under the proposal, Lloyd’s will be
subject to the regulatory requirements applicable to other authorised
insurers, including requirements with respect to solvency margin, local
assets, fit and proper management, financial reporting and regulation of
its insurance agents, with suitable modifications in recognition of its
unique mode of operation. Lloyd’s and its members will also be subject
to the interventionary powers of the IA. These regulatory requirements
are in line with those requirements applicable to Lloyd’s in other
comparable jurisdictions, including Singapore and Australia.

Acceleration of Submission of Financial Information

7. Under the Ordinance, an insurer is required to submit to the
IA, inter alia, financial information relating to its Hong Kong general
business in specified formats i.e. the Hong Kong General Business
Return (HKGBR) and the Statement of Assets and Liabilities (SAL)
within six months from the end of its financial year. The HKGBR
contains information on the underwriting performance in Hong Kong
while the SAL shows the assets maintained by an insurer in Hong Kong
to match its Hong Kong liabilities. Such information is important for the
IA to appraise and monitor the local operations and financial strength of
insurers.



8. In the context of a rapidly changing business environment,
the existing time limit of six months for submission of the above
information is considered excessive. It inhibits the 1A from undertaking
appraisals and, if necessary, taking remedial actions in a timely manner
to protect the interests of the Hong Kong policy holders. The delay in
the submission of financial information also causes delay in the issue of
industry statistics, and therefore affects the transparency of the market.

Q. We propose to amend the Ordinance to accelerate the
submission of financial information relating to the Hong Kong general
business from six to four months. It is not feasible to reduce the
submission period further, having regard to the constraints imposed by
the insurers’ accounting practices and the capability of the auditing
profession to cope with such a requirement.

Provision of More Claims Development Statistics

10. Under the Ordinance, an insurer is required to submit to the
IA claims statistics in respect of general business for eight development
years in the HKGBR. The purpose is to provide the 1A with statistical
data for assessing the amount of outstanding claims liabilities of an
insurer, and hence the adequacy of its reserves or provisions in this
regard. The adequacy of reserves or provisions is important as any
shortfall could affect the ability of an insurer in meeting its claims.

11. Recent experience has shown that claims, particularly those
which take a relatively longer period to settle (e.g. liabilities for third
party bodily injury), normally take 12 years to run their course. A claims
development history of eight years is therefore considered inadequate to
provide a reliable basis for the purpose of assessing the adequacy of the
outstanding claims provisions made by insurers.

12. We propose to amend the Ordinance to extend the claims
development period from eight to 12 years.

THE BILL

13. The major provisions of the Bill are as follows -



(a)

(b)

(©)

(d)

(€)

Clause 2 amends section 20 to shorten the period for the
submission of financial information relating to Hong Kong
general business from six to four months.

Clause 4 introduces new sections 50A to 50F to lay down a
new regulatory framework for Lloyd’s and its members.
New sections 50A to 50E require Lloyd’s to comply with
requirements on solvency margin, fit and proper
management, financial reporting, local assets and regulation
of insurance agents respectively. New section 50F extends
the interventionary powers of the 1A to cover Lloyd’s and its
members.

Clause 6 amends Part 8 of the Third Schedule to introduce
new Forms 6 to 9 for insurers to submit claims statistics
relating to their Hong Kong general business. The new
forms, which extend the claims development period from
eight to 12 years, are contained in the Schedule to the Bill.

Clause 7 amends the Fourth Schedule and Form A thereof,
which is designed for the appointment of controllers by
authorized insurers, to accommodate the appointment of
authorized representative by Lloyd’s.

Clauses 9 and 10 provide for the transitional arrangements
to allow time for Lloyd’s and the insurers to prepare for
compliance with the new requirements.

The existing provisions which are being amended are at Annex B.

PUBLIC CONSULTATION

14.

The Insurance Advisory Committee, the Hong Kong

Federation of Insurers, the Actuarial Society of Hong Kong, the Hong
Kong Society of Accountants as well as Lloyd’s have been consulted on
the proposals and have indicated their support. The Hong Kong Society
of Accountants has also advised that the accelerated submission of
financial information, for which auditing is required, will not present any
difficulty to the auditing profession. The bill has also been discussed by
the Panel on Financial Affairs on 13 April 1999.



BASIC LAW IMPLICATIONS

15. The Department of Justice advises that the Bill is consistent
with the Basic Law.

HUMAN RIGHTS IMPLICATIONS

16. The Department of Justice advises that the Bill has no
human rights implications.

BINDING EFFECT OF THE LEGISLATION

17. The amendments will not affect the current binding effect of
the Ordinance.

FINANCIAL AND STAFFING IMPLICATIONS

18. There are no financial or staffing implications. The
workload generated by the proposals is insignificant and can be absorbed
by existing resources.

ECONOMIC IMPLICATIONS

19. The proposals with regard to the regulation of Lloyd’s will
ensure that all insurers in Hong Kong operate in a level playing field and
enhance the effectiveness of the insurance regulatory system. This will
reinforce Hong Kong’s status as an international insurance centre. The
proposals regarding the shortening of the period within which insurers
are required to submit financial information and the provision of more
claims development statistics will be conducive to the effective carrying
out of the IA’s statutory functions. This in turn will help the healthy
development of the insurance industry. All these proposals will have
minimal impact on the operating cost of the insurers.



LEGISLATIVE TIMETABLE

20. The legislative timetable will be as follows -
Publication in the Gazette 16 April 1999
First Reading and commencement 28 April 1999

of Second Reading debate

Resumption of Second Reading to be notified
debate, committee stage and
Third Reading

PUBLICITY

21. A press release will be issued today. A spokesman will be
available for answering media enquiries.

Financial Services Bureau
14 April 1999
File Reference: C2/2/38C



Annex A

A BILL

To

Amend the Insurance Companies Ordinance.

Enacted by the Legislative Council.

1. Short title

This Ordinance may be cited as the Insurance Companies (Amendment) Ordinance

1999.
2. Deposit of accounts etc. with Insurance Authority
Section 20 of the Insurance Companies Ordinance (Cap. 41) is amended-
@ in subsection (1), by repealing “Any” and substituting “Subject to
subsection (1A), any”;
(b) by adding -
“(1A) Information required to be submitted under
section 17 that is specified in Parts 8 and 9 of the Third
Schedule shall be submitted in accordance with subsection (1),
except that the references in that subsection to 6 months shall be
read as 4 months.”.
3. Maintenance of assets in Hong Kong - general business

Section 25A(9) and (11) is amended by repealing “6” and substituting “4”.
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Sections substituted
Section 50 is repealed and the following substituted -
“50. Requirements to be complied with by Lloyd’s
During any period when a member of Lloyd’s is carrying on insurance business
in Hong Kong, Lloyd’s and its members shall comply with the requirements contained

in this Part.

50A. Requirement on solvency margin
(1) The members of Lloyd’s taken together shall, at all times, maintain
assets of a value not less than the aggregate of the relevant amount, within the meaning
of section 10(1), having regard only to the general business, and the greater of the
following -
@) the aggregate of -
Q) the amount of their liabilities; and
(i) if any part of the long term business carried on is of a
nature other than that specified in class G or H in Part 2
of the First Schedule, $2,000,000 or its equivalent; or
(b)  the aggregate of the amount of their liabilities and such amount
as may be prescribed by or determined in accordance with
regulations made under section 59(1)(aa).
2 For the purposes of subsection (1), references to a company or an
insurer in section 10 or in regulations made under section 59(1)(aa) shall be read as

references to the members of Lloyd’s taken together.
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50B. Fitand proper management

1) Lloyd’s shall appoint a person (not being a body corporate) as its
authorized representative who shall reside in Hong Kong and be responsible for its
overall operation in Hong Kong.

(2)  Without limiting the generality of subsection (1), the authorized
representative shall be responsible for -

@) accepting service of notices on behalf of Lloyd’s and its
members;

(b)  servicing Lloyd’s policy holders in Hong Kong with a view to
protecting their interests; and

(©) ensuring compliance by Lloyd’s and its members with the
provisions of this Ordinance.

(3)  Section 13A applies to all appointments of an authorized representative
and a reference in that section to an authorized insurer and a controller shall be read as
a reference to Lloyd’s and the authorized representative respectively.

(4)  Where a person has been appointed as the authorized representative and
the Insurance Authority believes that he is no longer a fit and proper person to be so,
the procedures in section 13A(5) to (8) apply to his removal as though it were a
proposed appointment.

(5)  Where, subsequent to the appointment of an authorized representative,
there is any change in the representative’s particulars as submitted to the Insurance
Authority under this section, Lloyd’s shall, within one month of such change occurring,

notify in writing the Insurance Authority.
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(6)  Where Lloyd’s contravenes subsection (5), it commits an offence and is
liable, on conviction, to a fine of $200,000 together with a fine of $2,000 for each day

on which the offence continues.

50C. Reporting requirements
1) Lloyd’s shall submit annually to the Insurance Authority the following
accounts, statements and information -

@ a copy of any accounts and statements (as required by the law
applicable to Lloyd’s in the United Kingdom) summarizing the
extent and character of the insurance business done by the
members of Lloyd’s;

(b) a copy of any report published by Lloyd’s on its global results;

(©) accounts and information in respect of the Hong Kong insurance
business of Lloyd’s as required by Part 8 of the Third Schedule;

(d)  the Statement of Assets and Liabilities as required by Part 9 of
the Third Schedule; and

(e) a list showing the identities of Lloyd’s syndicates who carried on
insurance business in Hong Kong in the relevant financial year
and their particulars as specified by the Insurance Authority.

(2 The accounts, statements and information submitted under subsection (1)
shall comply with section 8(4) and a reference to an insurer in section 8(4) or in

regulations made
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under section 59(1)(a) shall be deemed for this purpose to be a reference to Lloyd’s.

3) Notwithstanding subsection (2), section 60 applies to Lloyd’s and a
reference to an insurer in that section shall be deemed for this purpose to be a reference
to Lloyd’s.

4) Lloyd’s shall submit-

@) one copy each of the documents referred to in subsection (1)(a)
and (b) within 6 months after the close of the financial year to
which the documents relate; and

(b)  one copy each of the documents referred to in subsection (1)(c),
(d) and (e) within 4 months after the close of the financial year
to which the documents relate,

but the Insurance Authority may, on application, extend the period for submission of a
document by not more than 3 months.

(5) Lloyd’s shall submit to the Insurance Authority, on a quarterly basis, a
list showing the names of all persons in Hong Kong who have been given binding
authority by Lloyd’s members to underwrite insurance business on their behalf, and the
types of business carried on by each of them, and such list shall be submitted within 1
month after the close of the quarter to which it relates.

(6) Lloyd’s shall ensure that the documents required to be submitted -

@) under subsection (1) are signed by the Chairman of Lloyd’s and

the authorized representative of Lloyd’s in Hong Kong; and
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(b) under subsection (5) are signed by the authorized representative
of Lloyd’s in Hong Kong.

(7)  Where, on receiving a document under subsection (1) or (5), the
Insurance Authority considers such document to be inaccurate or incomplete in any
respect, he may require Lloyd’s to supply additional information to remedy such
inaccuracy or deficiency and Lloyd’s shall forthwith comply with such requirement.

(8)  On submitting the documents required under subsection (1)(a) and (b),
Lloyd’s shall submit copies of reports on its affairs submitted to its policy holders, if
any, in respect of the same financial year.

(90  On submitting the documents required under subsection (1)(a) and (b),
Lloyd’s shall pay to the Insurance Authority a fee equal to the fee paid annually by an
authorized insurer under section 13(1).

(10) If Lloyd’s fails to comply with subsection (1), (4), (5), (6), (7) or (8), it
commits an offence and is liable to a fine of $200,000 together with a fine of $1,000

for each day on which the offence continues.

50D. Local assets
Part IVA and section 59(1)(a) apply to Lloyd’s and a reference to an insurer in
those provisions or in subsidiary legislation made under one of those provisions shall

be deemed to be a reference to Lloyd’s.
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50E. Insurance intermediaries
Part X applies to Lloyd’s and a reference in that Part -

@) to an insurer shall be deemed for this purpose to be a reference
to Lloyd’s members;

(b)  to an insurance agent shall be deemed for this purpose to be a
reference to an insurance agent of Lloyd’s members; and

(©) to an appointed insurance agent shall be deemed for this purpose
to be a reference to an insurance agent appointed by Lloyd’s

members.

50F. Powers of intervention

Q) Part V, except section 40, applies to Lloyd’s or its members carrying on
insurance business in Hong Kong and a reference in those provisions to an insurer
shall be deemed for this purpose to be a reference to Lloyd’s or such members.

2 For the purposes of subsection (1), the reference in section 33(1) to

section 20 shall be read as a reference to section 50C.”.

Service of notices

Section 55(c) is amended by repealing “50” and substituting “50B”.

Accounts and Statements
The Third Schedule is amended -
€)) in Part 8, by repealing Forms 6, 7, 8 and 9 respectively and substituting
the forms in the Schedule;

(b) in Part 9, within the square brackets, by repealing
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“ss. 25A & 25B” and substituting “ss. 20(1A), 25A, 25B & 50C”.

Proposed Appointment of Controller within the Meaning of Section 13A(1) or
Authorized Representative under Section 50B

The Fourth Schedule, except Form B thereof, is repealed and the following substituted -

“FOURTH SCHEDULE [ss. 13A(2)(a)

& 50B]

PROPOSED APPOINTMENT OF CONTROLLER WITHIN THE
MEANING OF SECTION 13A(1) OR AUTHORIZED

REPRESENTATIVE UNDER SECTION 50B

1. Application of Fourth Schedule
This Schedule sets out -

@ the information to be furnished by an insurer to the Insurance
Authority under section 13A(2)(a) of this Ordinance in respect
of the proposed appointment of a person as a controller (within
the meaning of section 13A(1) of this Ordinance) of the insurer;
and

(b)  the information to be furnished by Lloyd’s to the Insurance
Authority under section 50B(3) of this Ordinance in respect of
the proposed appointment of a person as an authorized

representative of Lloyd’s.
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2. Particulars of proposed controller or proposed authorized representative

(@)

(b)

Any particulars furnished by an insurer to the Insurance
Authority pursuant to section 13A(2)(a) of this Ordinance in
respect of a person proposed to be appointed as a controller
(within the meaning of section 13A(1) of this Ordinance) shall
contain -

(i) in the case of an individual, the particulars specified in

Form A in this Schedule;

(i) in the case of a body corporate, the particulars specified
in Form B in this Schedule; and
(iii)  in the case of a partnership -

(A)  the particulars specified in Form A in this
Schedule in respect of each partner who is an
individual;

(B) the particulars specified in Form B in this
Schedule in respect of each partner which is a
body corporate.

Any particulars furnished by Lloyd’s to the Insurance Authority
pursuant to section 50B(3) of this Ordinance in respect of a
person proposed to be appointed as an authorized representative
of Lloyd’s shall contain the particulars specified in Form A in

this Schedule.
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FORM A [para. 2, 4th Sch.]

PARTICULARS REQUIRED IN RESPECT OF INDIVIDUALS WHO ARE
PROPOSED TO BE APPOINTED AS CONTROLLERS WITHIN THE
MEANING OF SECTION 13A(1) OR AUTHORIZED
REPRESENTATIVE UNDER SECTION 50B

N F LT o) B 1] 10 =] PSSR

The following are particulars of -

F(B)F e ettt ettt e e te e e e aeaneenres
D) F+ oo , Of Which+.....oi e,
.......................................................... is a partner.
1. Family name Other names

2. Private address.
3. Date of birth.

Place of birth (including town or city).

4. Nationality, including a statement as to whether it was acquired by birth or
naturalization.

5. Qualifications and experience, including those relating to insurance and allied
matters.

6. Present occupation or employment and occupations and employment during the

last 10 years, including the name of the employer, the nature of the business,
the position held and relevant dates.

7. Has he at any time been convicted of any criminal offence (other than an
offence committed when he was of or under the age of 16 years unless the same
was committed within the last 10 years) by any court, including a military

tribunal, in



10.

11.

12.
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Hong Kong or elsewhere? If so, give full particulars of the court by which he
was convicted, the offence and the penalty imposed and the date of the
conviction.

Has he in the last 10 years, in Hong Kong or elsewhere, been censured,
disciplined or publicly criticized by any professional body to which he belongs
or belonged or been dismissed from any office or employment or refused entry
to any profession or occupation? If so, give full particulars.

Has he at any time been adjudicated bankrupt by a court in Hong Kong or
elsewhere? If so, give full particulars.

Has he at any time in the last 10 years failed to satisfy any debt adjudged due
and payable by him as a judgment-debtor under an order of a court in Hong
Kong or elsewhere? If so, give full particulars.

Has he, in connection with the formation or management of any body corporate
or insurer, been adjudged by a court in Hong Kong or elsewhere civilly liable
for any fraud, misfeasance or other misconduct by him towards such a body or
insurer or towards any members thereof? If so, give full particulars.

Has any body corporate or insurer with which he was associated as director or
controller (within the meaning of section 9 of this Ordinance) in the last 10
years, in Hong Kong or elsewhere, been compulsorily wound up or made any
compromise or arrangement with its creditors or ceased trading in
circumstances where its creditors did not receive or have not yet received full
settlement of their claims, either whilst he was associated with it or within one

year
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after he ceased to be associated with it? If so, give full particulars.

(Note: In relation to a body corporate which is not an insurer, “controller” (4
f# ~) is to be construed as a reference to a person who would, if he

were a company, be a holding company of that body in accordance with
section 2(7) of the Companies Ordinance (Cap. 32)).
13.  Of what bodies corporate or insurers -
@) is he now a director or controller (within the meaning of section
9 of this Ordinance)?
(b) has he been a director or controller (within the meaning of
section 9 of this Ordinance)?
14.  Has he any other occupation other than that disclosed at items 6 and 13 above.
If so, give full details.
15. In carrying out his duties, will he be acting on the directions or instructions of
any other person? If so, give full particulars.
| certify that the above information is complete and correct to the best of my

knowledge and belief.

(individual named in paragraph 1 above.)
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I CErtiTY thatt ... ..o

has supplied the above information and that in respect

#(@) proposed to be appointed as a controller within the meaning of
section 13A(1) of this Ordinance;

H(D) @ PAMNEr N 4 oo
which is proposed to be appointed as a controller within the
meaning of section 13A(1) of this Ordinance;

#(c) proposed to be appointed as an authorized representative of

Lloyd’s under section 50B of this Ordinance.

Date.....oooie
ST T 1 PSSR
(Director/Secretary# of the Insurer) /
(Chairman of Lloyd’s) #
* Insert name of Insurer or Lloyd’s.
+ Insert name of individual to whom particulars relate.

++ Insert name of partnership.

# Delete as necessary.”.

8. Assets which qualify as assets in Hong Kong

The Eighth Schedule is amended, in paragraph 1(c), by adding “and kept in Hong
Kong” after “deposited”.
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9. Transitional provisions

(1)  The amendments to sections 20 and 25A of the principal Ordinance contained
in sections 2 and 3 of this Ordinance shall take effect for each insurer, in relation to the
submission of any document required under the Third Schedule, in respect of any financial
year of the insurer that ends on or after the first anniversary of the day on which sections 2 and
3 of this Ordinance come into operation.

2 Notwithstanding the repeal of section 50 of the principal Ordinance by section
4 of this Ordinance, section 50(2) and (3) as they existed immediately before this Ordinance
came into operation shall continue to apply to Lloyd’s for a period of one year after their
repeal.

(3)  The person who is, on the day section 4 of this Ordinance comes into operation,
lawfully acting as the authorized representative of Lloyd’s shall be deemed to have been
appointed in accordance with section 50B of the principal Ordinance as enacted by section 4
of this Ordinance.

(4)  The submission of documents required under section 50C of the principal
Ordinance as enacted by section 4 of this Ordinance shall take effect in respect of any period
to which a document relates, which period ends on or after the first anniversary of the day on
which section 4 of this Ordinance comes into operation.

(5) Section 50E of the principal Ordinance as enacted by section 4 of this
Ordinance shall take effect on the first anniversary of the day on which section 4 of this
Ordinance comes into operation.

(6) Notwithstanding the repeal and replacement of Forms 6, 7, 8 and 9 in Part 8 of
the Third Schedule of the principal Ordinance by section 6 and the Schedule of this Ordinance,

an insurer need only supply the additional information required by the replacement forms
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for one additional year each year for 4 years, by the end of which the insurer shall supply the

required information for all 12 years specified in such forms.

10.  Further transitional provisions

1) In this section, “financial year end” ([1[>= & 5%5% ) means the end of the
financial year established by Lloyd’s for its accounting purposes.

2 Section 50D of the principal Ordinance as enacted by section 4 of this
Ordinance shall take effect 4 months after the first financial year end that occurs on or after

the first anniversary of the day on which section 4 of this Ordinance comes into operation.

SCHEDULE [s. 6(a)]
FORM 6
HONG KONG INSURANCE BUSINESS - CLAIMS PAID STATISTICS (GROSS)
OF e (Name of insurer)
for the period commencing on ..........cccceeveeveenenn. and ending on ...................

in respect of Accounting Class of General
BUSINESS: ...cvevveviieieveciecieeee (All in $7000)

Accident/

. Claims Paid in each year of development
Underwriting

Year® |(Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year)

Prior years

(Year)

(Year) —

(Year) — | —

(Year) — | = | =

ey | — | — | — | —

(ea) | — | — | — | — | —

ey | — | — | = | = | —| —
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(Yea) | — | — [ — [ — T — T —1T1—

(Yea) | — | — [ — [ — | — [ — [ — [ —

(Year) — — — — — — — _ _

(Year) — — — — — — — — _ _

vea) | — | — | — [ — [ — | —T [T —[—T—1T=

TOTAL

We certify that the above information is true and correct.

( ) ( ) ( )

Director Director *Chief Executive/Secretary

Notes: (a) Amounts must be expressed in Hong Kong dollars.

(b) A separate form must be submitted in respect of each of the classes of direct
business set out in Form 1 (with a separate form for employees’ compensation
insurance business) and each of the classes of reinsurance business set out in
Form 2.

(©) This form must be completed on a gross basis (i.e. before deduction of any
reinsurance).

(d) In compiling claims statistics -

(i)  direct insurers must use accident year basis for direct and facultative
business and the underwriting year basis for treaty business;

(i) insurers transacting only reinsurance business must use the underwriting
year basis for both facultative and treaty business.

* Delete as necessary.

FORM 7
HONG KONG INSURANCE BUSINESS - OUTSTANDING CLAIMS PROVISION
STATISTICS (GROSS) OF ....oooveiiiieie e (Name of insurer)

Accounting Class of General BUSINESS: .........ccovevveverenerieseseseene (All'in $°000)

Accident/ Outstanding Claims Provision at the end
Underwriting of each year of development

Year* (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year)

Prior years

(Year)

(Year) —

(Year) — —

(Year) — — —

(Year) — — — —

(Year) — — — — —

vea) | — | — | — [ — [ — | —
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(Year) — | - -] - =] -1

(Year) - -l -] -] =] =1

(Year) -l -l - - -] -1 =] =1

ea) | — | — | — | — | — | — ] — | — | — | —

ear) | — | — | — | — | — | — | — ] — | — ] — | —

TOTAL

We certify that the above information is true and correct.
( ) ( ) ( )
Director Director *Chief Executive/Secretary

Notes: (a) Amounts must be expressed in Hong Kong dollars.

(b) A separate form must be submitted in respect of each of the classes of direct
business set out in Form 1 (with a separate form for employees’ compensation
insurance business) and each of the classes of reinsurance business set out in
Form 2.

(©) This form must be completed on a gross basis (i.e. before deduction of any
reinsurance).

(d) In compiling claims statistics -

(i)  direct insurers must use accident year basis for direct and facultative
business and the underwriting year basis for treaty business;

(i) insurers transacting only reinsurance business must use the underwriting
year basis for both facultative and treaty business.

(e) References to outstanding claims provision shall include outstanding claims

and claims incurred but not reported.

* Delete as necessary.

FORM 8
HONG KONG INSURANCE BUSINESS - CLAIMS PAID STATISTICS (NET)
OF e (Name of insurer)
for the period commencing on .........ccccceevenenee. and ending oNn ..........ccoeeveennene.
in respect of Accounting Class of General
BUSINESS: ...oveveieeceee e (All'in $°000)
Accident/ Claims Paid in each year of development
Underwriting

Year* (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year)
Prior years

(Year)

(Year) —

(Year) — | =

(Year)
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We certify that the above information is true and correct.

( ) ( ) ( )

Director Director *Chief Executive/Secretary

Notes: (a) Amounts must be expressed in Hong Kong dollars.

(b) A separate form must be submitted in respect of each of the classes of direct
business set out in Form 1 (with a separate form for employees’ compensation
insurance business) and each of the classes of reinsurance business set out in
Form 2.

(©) This form must be completed on a net basis (i.e. net of reinsurances).

(d) In compiling claims statistics -

(i)  direct insurers must use accident year basis for direct and facultative
business and the underwriting year basis for treaty business;

(i) insurers transacting only reinsurance business must use the underwriting
year basis for both facultative and treaty business.

* Delete as necessary.

FORM 9

HONG KONG INSURANCE BUSINESS-OUTSTANDING CLAIMS PROVISION

STATISTICS (NET) OF ..o (Name of insurer)
AS AT o
Accounting Class of General BUSINESS: .........cccovrveereerieiierennnnn, (All'in $°000)
Accident/ Outstanding Claims Provision at the end
Underwriting of each year of development
Year* (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year) | (Year)
Prior years

(Year)

(Year) —

(Year) — | =

(Year) — | = | =
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We certify that the above information is true and correct.

( ) ( ) ( )

Director Director *Chief Executive/Secretary

Notes: (a) Amounts must be expressed in Hong Kong dollars.

(b) A separate form must be submitted in respect of each of the classes of direct
business set out in Form 1 (with a separate form for employees’ compensation
insurance business) and each of the classes of reinsurance business set out in
Form 2.

(©) This form must be completed on a net basis (i.e. net of reinsurances).

(d) In compiling claims statistics -

(i)  direct insurers must use accident year basis for direct and facultative
business and the underwriting year basis for treaty business;

(i) insurers transacting only reinsurance business must use the underwriting
year basis for both facultative and treaty business.

(e) References to outstanding claims provision shall include outstanding claims
and claims incurred but not reported.

* Delete as necessary.

Explanatory Memorandum
The purpose of this Bill is to amend the Insurance Companies Ordinance (Cap. 41).
2. The Bill -
@) changes the period within which certain information must be filed by an
insurer with the Insurance Authority (clauses 2 and 3);
(b) provides for greater regulation of the operations of Lloyd’s within Hong
Kong (clause 4);

(©) makes consequential amendments (clauses 5 and 7);




(d)

()

()
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increases the amount of information that must be filed by an insurer
with the Insurance Authority under Part 8 of the Third Schedule to the
Insurance Companies Ordinance (Cap. 41) (clause 6);

clarifies that money must be deposited in Hong Kong to qualify as a
Hong Kong asset of an insurer (clause 8);

provides for transitional arrangements for implementation of the new

requirements (clauses 9 and 10).



