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Insurance Ordinance
(Chapter 41)

INSURANCE (AMENDMENT) BILL 2023

INTRODUCTION

At the meeting of the Executive Council on 4 April 2023, the
Council ADVISED and the Chief Executive ORDERED that the
Insurance (Amendment) Bill 2023 (“the Bill”), at Annex, should be
introduced into the Legislative Council (“LegCo”). The Bill will provide
legal framework for the implementation of a Risk-based Capital (“RBC”)
regime for the Hong Kong insurance industry which will strengthen the
financial soundness of insurance companies and provide closer alignment
with international standards.

JUSTIFICATIONS

2. The International Association of Insurance Supervisors (“l1AIS”),
which is the global standard-setter for the insurance industry, issued in
2011 the Insurance Core Principles in relation to capital adequacy, which
prescribed principles for a risk-based framework to fully reflect the risk
profile of individual insurers. Many other jurisdictions including the
Mainland, the European Union, the United Kingdom and Singapore have
already implemented RBC regimes.

3. Currently, insurers of Hong Kong are subject to a rule-based
capital adequacy regime. Considering Hong Kong’s position as an
international financial centre and that of the Insurance Authority (“IA”) as
a member of the IAIS, we need to implement a practicable RBC regime to
align with international regulatory requirements.  Furthermore, the
International Monetary Fund recommended Hong Kong to implement an
RBC regime during its Financial Sector Assessment Programme in
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2013/14. Itnoted inits report issued in June 2021 that the implementation
of the RBC regime in Hong Kong was in its final phase and recommended
Hong Kong to continue to implement the regime as planned.

Advantages of the RBC regime

4, At present, the 10 sets out a rule-based capital adequacy regime
for insurers carrying on business in Hong Kong. This is a volume-based
approach, assessing an insurer’s capital adequacy for long term business?
and general business? on the basis of its solvency margin®, which is linked
to the amount of premium income or level of insurance liabilities. The
prevailing regime does not take into account pertinent factors related to the
business and risk management practices of each individual insurer, such as
potential risks associated with the nature of products offered and with
investments made.

5. The proposed RBC regime takes a modular approach for an
assessment more sensitive to each insurer’s risk profile consisting of
market risk, life and general insurance risks, operational risk, etc., while
maintaining consistency with a standardised methodology across the
insurance industry. Adopting the RBC regime will incentivise insurers to
strengthen their risk management culture, as insurers with solid risk
management measures as well as better asset and liability management will
shoulder lower capital requirements under the proposed regime. Insurers
exposed to high risks, on the other hand, will have to possess more capital
to protect policy holders, thereby instilling market stability. The
proposed regime has taken into consideration the landscape, needs and
competitiveness of our insurance industry, with a view to promoting a
healthy and sustainable development of the industry for the benefits of
insurers, policyholders and Hong Kong as an international risk
management centre.

1 Long term business includes life insurance and annuities. Detailed classification
of long term business is set out at Part 2 of Schedule 1 to the IO.

2 General business includes business in relation to accident and health, damage to
property and general liability. Detailed classification of general business is set out
at Part 3 of Schedule 1 to the 10.

3 Solvency margin refers to the required surplus of the value of the insurer’s assets
over the value of its liability. Generally speaking, the solvency margin for long
term business is calculated by reference to a percentage of the mathematical reserves
and capital at risk, while that for general business is calculated by reference to a
percentage of premium levels and claims outstanding.
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Proposed framework for the RBC regime in Hong Kong

6.

With reference to international standards, the proposed

framework comprises three pillars —

(@) Pillar 1 — Quantitative assessment

(b)

It involves the establishment of two new solvency control levels*
(i.e. the Prescribed Capital Amount and Minimum Capital
Amount) and amendments to the valuation rules for assets and
liabilities, which will render the capital requirements imposed on
Insurers more sensitive to their asset and liability matching, risk
appetite and mix of products. Also, the capital resources of
insurers will be categorised into tiers based on the quality and
the ability of such resources to absorb losses.

In the period between 2017 and 2020, the IA conducted three
rounds of Quantitative Impact Studies in consultation with the
industry, collecting detailed data of individual insurers for
analysis and calibration to cater for the operating environment of
the industry. The IA has reached a consensus with the industry
on the proposed quantitative assessment which may be taken
forward subject to an enabling legislative framework being put
in place.

Pillar 2 — Corporate governance and risk management

It involves the enhancement of enterprise risk management of
insurers, which is the process of identifying, assessing,
measuring, monitoring, controlling and mitigating risks for
solvency purposes.  Insurers have to establish a set of
procedures to conduct self-assessment on the adequacy of its
enterprise risk management framework and the adequacy of the
current and future solvency position.

After consulting the industry, the IA has issued the Guideline on
Enterprise Risk Management (GL21). The relevant
requirements took effect on 1 January 2020.

4 When an insurer’s capital resources are lower than these solvency control levels and
the insurer has not taken appropriate remedial measures, the 1A will take appropriate
intervention and follow-up action.



(c) Pillar 3 — Disclosure

It involves periodic submission of information to the IA and
periodic disclosure of information to the public by the insurers.
The IA consulted the industry on the financial information to be
submitted in 2021 and 2022. The IA will consult the industry
on the requirements in relation to disclosure of information to
the public at a later stage.

Taxation Arrangements

7. As the valuation method for determining an insurer’s liabilities
will change® under the RBC regime, there is expected impact on taxation
of some insurers. Specifically, where the assessable profits of some
insurers are calculated with reference to their liabilities, the timing of
profits tax receipts in relation to certain insurance products would be
different and some insurers are expected to face a one-off increase in
assessable profits arising from the implementation of the RBC regime.
To alleviate cash flow pressure on affected insurers, we will provide for
the one-off increase to be assessed spreading over a period of five years.

LEGISLATIVE PROPOSALS

8. We propose to take forward the legislative work in two phases.
First, we will introduce the Bill to provide the legal basis for implementing
the Pillar 1 and Pillar 3 requirements® under the RBC regime, remove or
update certain obsolete provisions, and empower the 1A to prescribe the
detailed requirements by way of subsidiary legislation. Subject to the
passage of the Bill by the LegCo and further industry consultation
involving relatively complex and technical matters, the 1A will make the
rules on the detailed requirements. Our target is to implement the RBC
regime in 2024.

9. The legislative proposals of the Bill are set out below —

5 Prudent margins currently embedded in the insurance liabilities of some insurers will
be released under the RBC regime.

6 The Pillar 2 requirements have been implemented by way of guidelines. Please
refer to paragraph 8(b) for details.



(a) Valuation and capital requirements

- To establish two solvency control levels” (in lieu of the existing
rule-based capital requirements), with valuation method for
assets and liabilities and tiering of capital resources to be
prescribed by way of subsidiary legislation made by the 1A; and

- To empower the 1A to adjust the capital requirement imposed on
individual insurers.

(b) Funds requirements

- To streamline the classification of funds set up under each class
of insurance business by grouping together classes of insurance
business with risks of similar nature; and

- To enhance the protection for policy holders by requiring
insurers to separate funds of participating business from those of
non-participating business.

(c) Insurers incorporated outside Hong Kong with all or most
business in Hong Kong

- To empower the IA to designate these insurers so that the
valuation, capital and funds requirements, and requirements on
approval of certain personnel® imposed on them would be
aligned with those on insurers incorporated in Hong Kong.

(d) Requirement of maintaining assets in Hong Kong

- To empower the 1A to specify by way of subsidiary legislation
the detailed requirements of maintaining assets in Hong Kong,
including the circumstances under which general business
insurers can be exempted from such requirement (e.g. where an
insurer is subject to the liquidation rules and proceedings in
Hong Kong).

(e) Submission and disclosure of information

- To update the requirements on submission of information by
insurers to the 1A, with details to be specified by way of
subsidiary legislation; and

7 Please refer to paragraph 8(a) for details on the two new solvency control levels.

8 It refers to the directors, chief executives, managing directors, shareholder
controllers, key persons in control functions and appointed actuaries of insurers.
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(f)

@)

(h)

To empower the IA to specify by way of subsidiary legislation
the requirements of disclosing information (e.g. information on
finance, capital and risk) to the public by insurers.

Actuarial matters

To require general business insurers to appoint an actuary,
subject to the approval of the 1A, for carrying out valuation and
submitting actuarial reports on a regular basis (similar
requirement already imposed on long term business insurers).

Requlatory and intervention powers

To allow the IA to require insurers to engage at their own
expense persons with specified skills to submit reports on
specified matters (similar to the prevailing requirement on
insurance groups under the 1A’s supervision);

To require general business insurers to submit actuarial
investigation reports (similar to the prevailing requirement on
long term business insurers); and

To require general business insurers failing to comply with
solvency requirements to submit plans or proposals for the
restoration of a sound financial position (similar to the prevailing
requirement on long term business insurers).

Approval of and objection to shareholder controllers

To require a person to seek further approval of the IA if he/she
intends to acquire 50% or more of the voting power of an
insurance company, regardless of whether he/she has obtained
prior approval (per the prevailing requirement) from the IA for
the acquisition of the 15% or more of the voting power of that
company; and

To allow the IA to object to an approved shareholder controller
iIf it considers that he/she is not, or is no longer, a fit and proper
person for being such a shareholder controller.



(i) Rationalisation of determination of realised profits and losses
that can be distributed by long term insurers (the “determination

method™)

- To rationalise the determination method, via amending the
Companies Ordinance (Cap. 622) (“CO”), with a view to
aligning with the long term nature of long term policies®.

(j) Transitional arrangements

- To allow insurers to comply with the capital and disclosure
requirements on a progressive basis upon implementation of the
RBC regime by way of subsidiary legislation.

(k) Taxation arrangements

- To provide for, via amending the Inland Revenue Ordinance
(Cap. 112) (“IRQO”), a spreading over arrangement whereby the
one-off increase in assessable profits arising from the
implementation of the RBC regime, as described in paragraph 9
above, is to be assessed over a period of five years.

OTHER OPTIONS

10. Amending the 10 and relevant legislation is the only way to
implement the RBC regime for the insurance industry of Hong Kong.
There is no other option.

THE BILL

11. The main provisions of the Bill are the amendments to the 10 as
set out in Part 2 (clauses 3 to 101) and to the IRO as set out in Part 3
(clauses 102 to 108) of the Bill. They are presented in the sequence of
respective sections in the existing ordinance being amended. Legislative
proposals set out in paragraph 11 above are taken forward under various
clauses of the Bill including —

9 The valuation method for determining the liabilities of an insurer will change under
the RBC regime. As the determination method involves the calculation of
liabilities and recognition of future profits at present value, the rationalisation will
ensure insurers not to distribute future profits to shareholders by referring to
generally accepted accounting principles (similar to other industry sectors).

-7-



(a)

(b)

(©)

(d)

(€)

(f)

Clauses 10, 11 and 38 to 46 provide for amendments in the 10
relating to capital requirements of the RBC regime. New
sections 10, 13AA, 21B and 25AA to 25AAE put in place the
main framework for requiring insurers to comply with the capital
requirements and to maintain funds and sub-funds for certain
classes of insurance business, and empower the 1A to prescribe
detailed requirements such as asset levels and valuation method;

Clauses 7, 93 and 94 amend relevant sections of the 10 for the
IA to implement the RBC regime when authorising
insurance business and by making rules and relaxations.
Clauses 61 to 63 provide for application of the RBC capital
requirements in such matters as determining insolvency of an
insurer;

Clauses 4 and 12 to 14 provide for designation of insurers that
are incorporated outside Hong Kong but carrying on the
majority of their insurance business in Hong Kong (by adding
new sections 3B and 3C to the 10), and impose certain
requirements on these insurers in relation to their capital and
controlling personnel in line with insurers incorporated in Hong
Kong under the relevant provisions in the 10;

Clauses 5, 33, 36, 37 and 71 amend various provisions in the 10
to extend the IA’s functions and powers in relation to obtaining,
maintaining and disclosing information provided by insurers;

Clauses 15 to 21 amend provisions in the 10O relating to
restrictions on shareholder controllers of insurers to provide
for, among other things, the categorisation of majority and
minority shareholder controllers, as well as the required approval
from the IA for a person becoming a shareholder controller.
Clauses 74 to 88 similarly adjust the requirements for
shareholder controllers of designated insurance holding companies;

Clauses 23 to 32, 34 and 35 amend provisions in the 10 relating
to the appointment of an actuary to provide for, among other
things, the requirements applicable to an actuary for both long
term and general business insurers by adding new sections
15AAA, 15AAAB, 15AABA, 15AAD, 15AAE and 18A to the
10;



(9)

(h)

()

Clauses 48 to 55 amend provisions in the 10 relating to various
regulatory intervention powers of the IA, including extension
of IA’s powers to request reports from insurers;

Clauses 95 to 101 make corresponding amendments to the
relevant Schedules to the 10, such as repealing forms that will
become obsolete, and provide for savings and transitional
arrangements;

In relation to taxation under the RBC regime, clauses 103 to
107 provide for the new arrangement on ascertainment and
adjustment of assessable profits according to the categories of
life insurance, non-life long-term insurance, general insurance
and general reinsurance business under the relevant provisions
in the IRO, including adding new sections 23AAAB to 23AAAE.
Clause 108 provides for transitional arrangements by adding new
section 23AE to the IRO; and

Other clauses provide for relevant definitions necessary for
interpretation of the 10 and the IRO (see clause 3 on the 10 and
clause 102 on the IRO), as well as miscellaneous amendments to
the 10, the CO and other enactments.

LEGISLATIVE TIMETABLE

12.

The legislative timetable is as follows —
Publication in the Gazette 6 April 2023

First Reading and commencement 19 April 2023
of Second Reading debate

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

IMPLICATIONS OF THE PROPOSALS

13.

The proposal is in conformity with the Basic Law, including the

provisions concerning human rights. The proposal will not affect the
binding effect of the existing provisions of the 10 and other relevant
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legislation. The proposal has no civil service, productivity,
environmental, gender or family implications and no sustainability
implications other than economic implications.

14, On financial implications, it is expected that the timing of profits
tax receipts in relation to certain insurance products would be different due
to the new valuation method for liabilities under the RBC regime and the
five-year spreading over arrangement for the one-off increase in assessable
profits arising from the implementation of the RBC regime as described in
paragraph 9 above. That said, the overall assessable profits for
ascertaining the profits tax liability of insurers should remain unchanged.

15. On economic implications, proposed implementation of the RBC
regime will further enhance financial soundness of insurers and provide
closer alignment with international standards. The proposal would help
enhance Hong Kong’s status as an international financial centre.

PUBLIC CONSULTATION

16. A public consultation on the proposed RBC framework was
conducted in 2014 and received general support. The Government and
the 1A have since maintained close contact with the industry to formulate
the framework and address specific issues of the RBC regime. Further
industry consultation on the legislative proposals was conducted in the
fourth quarter of 2021. In general, the industry appreciates the benefits
of the new regime and looks forward to its early implementation. We also
consulted the LegCo Panel on Financial Affairs on 3 May 2022 and
received support.

PUBLICITY

17, We will issue a press release upon the gazettal of the Bill, and
arrange for a spokesperson to answer media enquiries.

10 The former Office of the Commissioner of Insurance conducted public consultation
on the proposed RBC framework in 2014. The industry and other respondents
generally supported the transition to the RBC regime and the high level principles
of the conceptual framework, including the proposed regime comprising three
pillars.
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ENQUIRIES

18. Enquiries may be directed to Mr Andrew Ngan, Principal
Assistant Secretary for Financial Services and the Treasury (Financial
Services), at 2810 2201.

Financial Services Branch
Financial Services and the Treasury Bureau
4 April 2023
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A BILL
| To

Amend the Insurance Ordinance to enable the implementation of a risk-based

capital regime for authorized insurers; to adjust the requirements and
restrictions in relation to managing directors, chief executives,
directors, key persons in control functions, shareholder controllers
and actuaries of authorized insurers; to adjust the requirements and
restrictions in relation to shareholder controllers of designated
insurance holding companies; to make related amendments to the
Inland Revenue Ordinance to provide for the spreading over of tax
implications and the tax arrangements arising from the
implementation of the risk-based capital regime; to make
miscellaneous amendments to the Ordinances; and to provide for
related matters.

Enacted by the Legislative Council.
Part 1

~ Preliminary

Short title and commencement

(1) This Ordinance may be cited as the Insurance (Amendment)
Ordinance 2023.

(2) Subject to subsection (3), this Ordinance comes into operation

on the day on which it is published in the Gazette.

(3) Parts 2 and 4 come into operation on a day to be appointed by
the Secretary for Financial Services and the Treasury by notice
published in the Gazette.

Part 1
Clause 2
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Enactments amended

The enactments specified in Parts 2, 3 and 4 are amended as set out
in those Patts,
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Amendments to Insurance Ordinance (Cap. 41)

3. Section 2 amended (interpretation)
(1) Section 2(1), definition of prescribed person—
Repeal paragraph (a)
Substitute

@

“(a) anauditor, former auditor, actuary or former actuary of an

authorized insurer or a former insurer—

(i) who is appointed under section 15 or 15AAA or the
rules made under section 129;

(i) who is appointed under section 15 as in force
immediately before the commencement date of
section 23 of the Insurance (Amendment) Ordinance
2023 (  of2023); or

(iii) who audits the forms and statements mentioned in
paragraph 4(1A) of Part 1 of Schedule 3 as in force
immediately before the commencement date of
section 98 of the Insurance (Amendment) Ordinance
2023 ( of 2023);”. ‘

Section 2(1), definition of shareholder controller—
Repeal

“has the meaning given by section 95A(1)”
Substitute

(13

(a) in relation to an authorized insurer—means a
majority shareholder controller or a minority
shareholder controller of the insurer; or

Part 2
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€)

)

(b) in relation to a designated insurance holding
company—has the meaning given by section
95A(1)”.

Section 2(1)}—
(a) definition of gross premium income;

(b) definition of premiums receivable—

Repeal the definitions.

Section 2(1)—

Add in alphabetical order

“applicable company (3 FH/\E]) means—

() acompany that makes an application under section
7 (other than an application for authorization to
carry on special purpose business); or
(b) an authorized insurer (other than a special purpose
insurer);
capital requirement (B 78 )—see section 10(1);
contract of insurance ({4 4J) includes a contract of
reinsurance;

designated insurer (157l A) means a non-HK insurer in
relation to which a designation under section 3B(1) is in
effect;

gross premiums (FARE)—
(a) means premiums—

(i) after deduction of discounts "specified in
policies or refunds of premiums made in
respect of any termination or reduction of
risks; but '
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(ii) before deduction of premiums for reinsurance
ceded and of commission payable by the
authorized insurer; and

(b) includes premiums receivable by the insurer under
contracts of reinsurance accepted by the insurer;

HK insurer (B {7z A) means an authorized insurer that is
incorporated in Hong Kong;

majority shareholder controller (KREERAEREAN)—
(a) in relation to an authorized insurer—

(i) means a person who, alone or with an associate
(as defined by section 9(4)) or through a
nominee, is entitled to exercise, or control the
exercise of, 50% or more of the voting power
at a general meeting of the insurer; but

(i) does not include a Manager; ot

(b) in relation to a designated insurance holding
company—has the meaning given by section
95A(1);

minimum capital amount (K& A %H), in relation to an
authorized insurer, means the minimum capital amount
that is determined for the insurer in accordance with the

rules made under section 129 by virtue of section 10;

minority shareholder controller (/NIEERIZERE N )—
(a)  inrelation to an authorized insurer—

(i) means a person who, alone or with an associate
(as defined by . section 9(4)) or through a
nominee, is entitled to exercise, or control the
exercise of, 15% or more but less than 50%, of
the voting power at a genéral meeting of the
insurer; but

Insurance (Amendment) Bill 2023
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(ii) does not include a Manager; or

(b) in relation to a designated insurance holding
company—has the meaning given by section
95A(1);

non-HK insurer GETR #{rlEA) means an authorized insurer
that is not an HK insurer;

premiums ({RE) includes the consideration for the granting of
an annuity; .

prescribed capital amount (§7HHE& A %H), in relation to an
authorized insurer, means the prescribed capital amount
that is determined for the insurer in accordance with the
rules made under section 129 by virtue of section 10;

reinsurance (FEf#I%) includes retrocession;”,

4, Sections 3B and 3C added
' Part I, after section 3A—
Add

“3B. Designation of non-HK insurer

(1) 1If, in the opinion of the Authority, a non-HK insurer
catries on a majority of its insurance business in or from
Hong Kong, the Authority may, by a written notice served
on the insurer, designate. the insurer as a designated
insurer.

(2) If, in the opinion of the Authority, a non-HK insurer
designated under subsection (1) no longer catries on a
majority of its insurance business in or from Hong Kong,
the Authority may, by a written notice served on the
insurer, withdraw the designation. '

(3) A designation under subsection (1)—
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(a) .takes effect on the date spemﬁed in the notice under
that subsection; and

(b) ceases to have effect on the date specified in the
notice under subsection (2).

(4) Ifthe Authority makes a designation under subsection (1)
or withdraws a designation under subsection (2), the
Authority must, as soon as practicable after the
designation or withdrawal, publish in the Gazette a notice
of the designation or withdrawal.

3C. Determination of value of assets and amount of liabilities
For the purposes of this Ordinance—

(a) subject to paragraph (b), in computing the amount
of the liabilities of an applicable company—

(i) all contingent and prospective liabilities must
be taken into account; and

(i) liabilities in respect of the company’s share
capital must not be taken into account;

(b) the value of any assets and the amount of any
liabilities of an applicable company must be
determined in accordance with any applicable rules
made under section 129(1)(a);

(c) if no such rules are applicable to an applicable
company—
(i) in determining the value of its assets—regard
must be had to their market value and the cost
of realizing such assets; and

(i) in determining the amount of its
liabilities—regard must be had to the cost
of the settlement of the liabilities and, if the
amount of the liabilities is assessed or

Insurance (Amendment) Bill 2023
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estimated, to the experience of the company
in carrying on any relevant insurance
business or of other persons carrying on the
same or similar insurance business.”.

5. Section SH amended (register of authorized insurers)
(1) Section SH(1)(e)—
Repeal
“and”
(2) Section SH(1)(f)—
Repeal the full stop
Substitute
“; and”.
(3) After section SH(1)(H)—
Add

“(g) any financial information or other particulars of an
authorized insurer that the Authority considers
appropriate.”. '

6. | Section 7 amended (application for authorization to carry on
insurance business)
Section 7—
Repeal subsection (2)
Substitute
“(2) The application must—
(a) be in the specified form; and

(b) be accompanied by any information specified by the
Authority.”,
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7. Section 8 amended (authorization—long term business and
general business)
(1)  Section 8(3), English text—
Repeal
“shall”
Substitute
“must”.
(2) Section 8(3)—
Repeal paragraphs (a) and (b)
Substitute
“(a) that the company complies with the capital requirements
for the company; and
(b) that, hav1ng regard to the nature and scale of the
_ company’s proposed operation, the company has:
adequate capital to enable its continued compliance with
the capital requirements for the company after
authorization; and”.
(3) Section 8—
Repeal subsections (4) and (5).
8. Section 8C amended (requirements uhder section 17, 20 or 21

may be modified or varied for special purpose insurers)

M

@

Section 8C, heading—

Repeal

“under section 17, 20 or 21”
Substitute

“prescribed by virtue of section 17”.
Section 8C—

Part 2
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M

@

€)

“)

&)

Repeal |

“under section 17, 20 or 21”
Substitute

“prescribed by virtue of section 177,

Section 9 amended (meaning of controller ({24# \))

Section 9(1)—

Repeal

“Except”

Substitute

“In this Ordinance, except”.

Section 9(1)—

Repeal

“13B(1),”.

Section 9(1)(a)(1ii)(B), Chmese text—
Repeal

c‘ﬁ%”

Substitute

“E”.

Section 9(1)(a)(iii)(B), Chinese text—
Repeal

BT

Substitute

Section 9(1)(a)(iii)(B), Chinese text—
Repeal

“ Ao FE”
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(6)

O

Substitute )

“NHMENLT » BHETEE.

Section 9(1)(a)(iii)(B), Chinese text—

Repeal

“ITEESHRRITTEE 15%2 A LISt

Substitute

“EORCEEREPRY 15%E0BA L o BB LL BRI ARV T

EERIRE.

After section 9(1)—
Add

“(1A) In this Ordinance, except as otherwise defined by section

®

©)

(10)

13A(12), 64F or 80(1), controller (#2HE_N), in relation to

" aspecial purpose insurer, means an individual who (alone
or jointly with others) is responsible for the administration
of the whole business of the special purpose insurer.”.

Section 9(3), after “outside Hong Kong”—
Add

“(other than a designated insurer)”.
Section 9(4)—

Repeal

““child””

Substitute

“child (FZ2)”.

Section 9—

Repeal subsection (5).

Section 10 substituted

Section 10—

“10.

Repeal the section
Substitute

Meaning of capital requirement

(1) In relation to an applicable company, a capital
requirement is— '
(a) arequirement prescribed by virtue of subsection (2)
that applies to the company; or '

(b) if the requirement is varied under subsection (3) or
relaxed under section 130(1) for the company-—the
requirement so varied or relaxed.

(2) The Authority may, by rules made under section 129—

(a) prescribe requirements in relation to the capital of an
applicable company, including requirements as to
the following matters—

(i) the amount of capital that the company must at
least maintain, taking into account the risks
associated with the company;

(ii) the types and amounts of capital resources of
the company that are eligible for being counted
towards satisfying the amount of capital,

(b) provide for the determination of the amount of
" capital required to be maintained, including
determination by alternative approaches approved
by the Authority; and
(¢) prescribe, or provide for the determination of, the
prescribed capital amount and the minimum capital
amount for the purposes of this Ordinance.

(3) The Authority may, by a written notice- served on an
applicable company, vary a requirement prescribed by
virtue of subsection (2) that applies to the company if the
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Authority is satisfied, on reasonable grounds, that it is
prudent to make the variation so that the requirement for
the ‘company is commensurate with the risks associated
with the company.”.

11.  Section 13AA added
After section 13—
Add

“13AA. Compliance with capital requirements and related
reporting requirements

(1) An authorized insurer must ensure that the capital
requirements for the insurer are at all times complied
with.

(2) The Authority may, by rules made under section 129(1),

prescribe requirements for an authorized insurer to report
to the Authority any information relevant to the
compliance with the capital requirements for the insurer
(including requirements as to how and when such a report
must be made).

(3) An authorized insurer must comply with a requirement
prescribed by virtue of subsection (2) that applies to the

~ insurer,
(4) An authorized insurer that contravenes subsection (3)

commits an offence and is liable on conviction on
indictment—

(a) to a fine of $200,000; and

(b) inthe case of a continuing offence—to a further fine
of $5,000 for each day during which the offence
continues.”.

Insurance (Amendment) Bill 2023

Part 2
Clause 12 ‘ 14
12, Section 13A amended (approval of certain controllers of

authorized insurers)
(1) Section 13A(2)(a)—
Repeal
. “in the manner specified by the Authority”.
(2) Section 13A—
Repeal subsection (3)
Substitute
“(3) An application made under subsection (2)(a) must—
(a) be in the specified form;

(b) be accompanied by any information specified by the
Authority; and

(c) be served on the Authority.”,

(3) Section 13A(5)—

Repeal

“The”

Substitute

“Aﬂer deciding on the application, the”,
(4) Section 13A(5)—

Repeal

“made under subsection (2)”.
(5) After section 13A(6)—

Add

“(6A) If an individual is a managing director or chief executive
of a non-HK insurer immediately before the insurer is’
designated as a designated insurer under section 3B(1)—
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M

)

(a) theindividual is taken to be appointed as a controller
of the designated insurer on the date of designation;
and

(b) the appointment under paragraph (a) is taken to be
approved under subsection (2) on the date of
designation,

(6B) Ifthe Authority withdraws the designation of a designated
insurer under section 3B(2), and an individual is a
controller of the designated insurer immediately before
the withdrawal takes effect— -

(a) theindividual is taken to be appointed as a controller
of the insurer (being a non-HK insurer other than a
designated insurer) on the date on which the
withdrawal takes effect; and

(b) the appointment under paragraph (a) is taken to be
approved under subsection (2) on the date on which
.the withdrawal takes effect.”.

Section 13A(7), after “the insurer”—
Add

“(given under subsection (2) or taken to be glven by vntue of
subsection (6A) or (6B))”.

Section 13A(7), Chinese text—

Repeal

“RiE

Substitute

“ETH"

Section 13A(12), definition of controller, paragraph (a)(i)—
Repeal

Insurance (Amendment) Bill 2023
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Clause 13 16
“authorized insurer (other than a special purpose insurer) which
is incorporated in Hong Kong”

Substitute
“HK insurer (othel than a spec1al purpose insurer) or a
designated insurer”
(9) Section 13A(12), definition of controller, paragraph (a)(ii}—
Repeal ‘
“an authorized insurer (other than a special purpose insurer)
which is incorporated outside Hong Kong”
Substitute
“a non-HK insurer (other than a special purpose insurer or a
designated insurer)”.
(10)  Section 13A(12), definition of controller, paragraph (a)(iii)—
Repeal
“authorized insurer that is a special purpose insurer (whether
incorporated in Hong Kong or outside Hong Kong)”
Substitute '
“HK insurer or non-HK insurer that is a special purpose
insuret”,
(11)  Section 13A(12), definition of controller, paragraph (a)(iii)}—
Repeal
“the authorized insurer”
Substitute
“the HK insurer or non-HK insurer”.
13. Section 13AC amended (approval of directors of certain

authorized insurers)

(M

Section 13AC, heading—
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Repeal

“certain authorized insurers”

Substitute

“HK insurers or designated insurers”.
(2) Section 13AC(1)—

Repeal

“authorized insurer which is incorporated in Hong Kong”

Substitute

“HK insurer or designated insurer”.
(3) Section 13AC(1), Note—

Repeal

“authorized insurer”

Substitute

“HK insurer or designated insurer”.
(4) Section 13AC(2)—

Repeal

“authorized insurer”

Substitute

“HK insurer or designated insurer”,
(5) Section 13AC(2)(a)—

Repeal

“in the manner specified by the Authority”.
(6) Section 13AC— .

Repeal subsection (3)

Substitute

“(3) An application made under subsection (2)(a) must—
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(a) be in the specified form;

(b) be accompanied by any information specified by the
Authority; and

(c) be served on the Authority.”.

(7) Section 13AC(4)—

Repeal ‘

“authorized insurer”

Substitute

“HK insurer or vdesignated insurer”.
(8) Section 13AC(5)—

Repeal

“The”

Substitute

“After deciding on the application, the”.
(9) Section 13AC(5)—

Repeal

“authorized insurer”

Substitute

“HK insurer or designated insurer”.

(10) Section 13AC(5)—
Repeal
“made under subsection (2)”.
(11) . After section 1'3AC(6)——
Add

“(6A) If a person is a director of a non-HK insurer immediately
before the insurer is designated as a designated insurer
under section 3B(1)—
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14.

(a) the person continues to be the insurer’s director; and

(b) the appointment of the person as such a director is
taken to be approved under subsection (2) on the
date of designation.”.

(12)  Section 13AC(7)—
Iiepeal
“authorized insurer” .
Substitute
“HK insurer or designated insurer”.
(13)  Section 13AC(7), after “the insurer”—
Add R

“(given under subsection (2) or taken to be given by virtue of
subsection (6A))”.

(14)  Section 13AC(7), Chinese text—
Repeal
“FT”

Substitute
“H[FE”.

(15) Section 13AC(8), (9) and (11)—
Repeal |
“authorized insurer”

Substitute
“HK insurer or designated insurer”.

Section 13AE amended (approval of key persons in control

functions of certain authorized insurers)

- (1) Section 13AE(2)(a)—
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Repeal
“in the manner specified by the Authority”.
(2) Section 13AE—
Repeal subsection (3)
Substitute ’
“(3) An application made under subsection (2)(a) must—
(a) be in the specified form;

(b) be accompanied by any information specified by the
Authority; and

(c) Dbe served on the Authority.”,

(3) Section 13AE(S)—

Repeal

“The”

Substitute

“After deciding on the application, the”.
4) Section 13AE(5)—

Repeal

“made under subsection (2)”.
(5) After section 13AE(6)—

Add

“(6A) 1If an individual is a key person in control functions of a
non-HK insurer immediately before the insurer is
designated as a designated insurer under section 3B(1)—

(a) the individual is taken to be appointed as a key
person in control functions of the designated insurer
on the date of designation; and
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(6)

N

®

(b) the appointment under paragraph (a) is taken to be
approved under subsection (2) on the date of
designation.

(6B) Ifthe Authority withdraws the designation of a designated
insurer under section 3B(2), and an individual is a key
person in control functions of the designated insurer
immediately before the withdrawal takes effect—

(a) the individual is taken to be appointed as a key
person in control functions of the insurer (being a
non-HK insurer other than a designated insurer) on
the date on which the withdrawal takes effect; and

(b) the appointment under paragraph (a) is taken to be
approved under subsection (2) on the date on which
the withdrawal takes effect.”.

Section 13AE(7), after “the insurer”—
Add

_ “(given under subsection (2) or taken to be given by virtue of

subsection (6A) or (6B))”.

Section 13AE(7), Chinese text—

Repeal

“HIE

Substitute

“ETHE.

Section 13AE(12), definition of key- person in control
Sfunctions, paragraph (a)—

Repeal

“authorized insurer which is incofporated in Hong Kong”
Substitute

“HK insurer or designated insurer”.

Insurance {(Amendment) Bjll 2023
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(9) Section 13AE(12), definition of key person in control

JSunctions, paragraph (b)—
Repeal
“an authorized insurer which is incorporated outside Hong
Kong”
Substitute _
“a non-HK insurer (other than a designated insurer)”.

15. Section 13AF amended (Authority may impose conditions on

granting approval under sections 13A, 13AC and 13AE)

1)

@

©))

4)

Section 13AF, heading—
Repeal

“Authority may impose conditions on granting approval
under sections 13A, 13AC and 13AE”

Substitute

“Conditions on approval given under sections 13A, 13AC,
13AE and 13B”,

Section 13AF(1)(b)—
Repeal

“o1”,

Section 13AF(1)(c)—
Repeal the full stop
Substitute

“ or”,

After section 13AF(1)(c)}—
Add

“(d) a person as a shareholder controller of an authorized
insurer under section 13B.”.
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(5) After section 13AF(1)}—
Add
“(1A) For subsection (1)(a), it does not matter whether the
approval is—

(a) given on an application made under section
13A(2)(a); or

(b) taken to be given by virtue of section 13A(6A) or
(6B).
(1B) For subsection (1)(b), it does not matter whether the
approval is—
(a) given on an application made under section
13AC(2)(a); or
(b) taken to be given by virtue of section 13AC(6A).
(1C) For subsection (1)(c), it does not matter whether the
“approval is—
(a) given on an application made under section
13AE(2)(a); or
(b) taken to be given by virtue of section 13AE(6A) or
(6B).
(ID) For subsection (1)(d), it does not matter whether the
approval is—

(a) given on an application made under section
13B(2B)(a); or

(b) taken to be given by virtue of—

(i) section 13B(5), 13BB(3), 95ZB(2) or
95ZC(3); or

(ii). Part 1 of Schedule 12.”,
(6) Section 13AF(2), English text—
Repeal
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“granting the apprbval”

Substitute

“the approval is given”.
(7) Section 13AF(3)—

Repeal

everything after “after”

Substitute

“the approval is given or taken to be given.”,

16. Section 13AG amended (procedural requirements for rejecting
application, or imposing or amending conditions)

After section 13AG(3)—
Add
“(3A) The Authority must not—

(a) impose a condition under section 13AF(2) or (3) on
the approval of the appointment of a person as a
shareholder controller-of an authorized insurer; or

(b) amend such a condition under section 13AF(4),

without giving the insurer and the person an opportunity
to make representations as to why the condition should
not be imposed or amended.”.

17, Section 13AH amnended (offence to provide false informatiion in
connection with application for approval)

Section 13AH(1) and (2)—
Repeal
“or 13AE”
Substitute
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“ 13AE or 13B”.

18. Section 13B amended (approval of persons proposing to become

certain controllers of authorized insurer)
(1) Section 13B, heading—
Repeal

@

3

“certain controllers of authorized insurer”
Substitute

“shareholder controllers of certain HK insurers or
designated insurers”.

Section 13B—

Repeal subsection (1A).
Section 13B—

Repeal subsections (1) and (2)
Substitute

“(1)

@)

This section applies to an authorized insurer that—
(a) is an HK insurer or designated insurer; and
(b) is not a special purpose insurer.

A person must not become a minority shareholder
controller of an authorized insurer unless—

(a) the Authority approves under subsection (2B) the
person to be such a minority shareholder controller;
or

(b) the person is a majority shareholder controller of the -

insurer immediately before becoming such a
minority shareholder controller.
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(2A)

(2B)

20

(2D)

' Note—

See also section 95ZB if the authorized insurer is also a designated
insurance holding company or a member of the supervised group of
such a company.

A person must not become a majority shareholder
controller of an authorized insurer unless the Authority
approves under subsection (2B) the person to be such a
majority shareholder controller, regardless of whether the
person is a minority shareholder controller of the insurer
before becoming such a majority shareholder controller.
Note—

See also section 95ZB if the authorized insurer is also a designated
insurance holding company or a member of the supervised group of
such a company.

The Authority may approve a person to be a minority
shareholder controller or a majority shareholder controller
of an authorized insurer—

(2) on an application made by the person or the insurer;
and »

(b) on payment of a prescribed fee.
An application made under subsection (2B)(a) must—
(a) be in the specified form;

(b) be accompanied by any information specified by the
Authority; and

(c) be served on the Authority.

The Authority must reject an application made under
subsection (2B)(a) for the approval of a person to be a
minority shareholder controller or a majority shareholder
controller of an authorized insurer unless it is satisfied that
the person is a fit and proper person to be such a
shareholder controller.
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@

(2E) If the Authority intends to reject the application, the
Authority must serve on the person and the authorized
insurer a written notice stating—

(a) that the Authority is considering rejecting the
application;

(b) the reasons why the Authority is considering doing
so; and '

(c) the effect of subsection (2F).

(2F)  The person or the authorized insurer may, within 1 month
after the date of service of the notice under subsection
(QE)— '

(a) make written representations to the Authority; and

(b) if the person or the insurer so requests, make oral
representations to a person appointed for the
purpose by the Authority.

(2G) If representations are made under subsection (2F), the

Authority must take them into account before rejecting
the application.

(2QH) After deciding on the application, the Authority must give

the person and the authorized insurer a written notice of
the result of the application.

(2D) If the application is rejected, the notice must state the
reasons for the rejection.”.

Section 13B(3)(a)—
Repeal

“controller”

- Substitute

“minority shareholder controller or a majority shareholder
controller”,
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®

(©)

@)

®)

®

Section 13B(3)(a), after “(2)y"—

Add ’

“or (2A)".

Section 13B(3)(b)—

Repeal

“by virtue of which he became such a”
Substitute ,

“as a result of which the person became such a shareholder”,
Section 13B(3)(c)—

Repeal

“he has become such a”

Substitute

“the person has become such a shareholder”.
Section 13B(3)—

Repeal

“he shall serve on the Authority, not later than 14 days after
becoming aware of that fact, a notice in writing stating that he
has become such a controller and containing the information
specified in Schedule 6” ' '

Substitute

“the person must, within 14 days after becoming aware of that
fact, take the actions specified in subsection (4)”.

Section 13B—

- Repeal subsection (4)

Substitute

“(4) The actions specified for the purposes of subsection (3)
are—
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(a) toserve on the Authority a written notice stating that
the person has become such a shareholder
controller;
(b) to make an application under subsection (2B)(a) for
an approval to be such a shareholder controller; and
(c) to pay the prescribed fee under subsection (2B)(b).
(5) 1If a person is a minority shareholder controller or a
majority shareholder controller of a non-HK insurer
immediately before the insurer is designated as a
designated insurer under section 3B(1), the person is
taken to be approved under subsection (2B) as such a
shareholder controller on the date of designation.”.
(10) Section 13B—
Repeal subsection (6).
(11) Section 13B(8), English text—
Repeal
“shall be”
Substitute
“is”'
(12) Section 13B(8), after “(2)"—
Add
“or (2A)”.
(13) Section 13B(9), after “(2)"—
Add ‘
“or (2A)”‘
(14) - Section 13B(10), English text—
Repeal

“shall be”

Insurance (Amendment) Bill 2023
Part 2 ,
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Substitute
“is”,
(15) Section 13B(10)—
Repeal
“he did”
Substitute
“the person did”.
(16) Section 13B(10)—
Repeal, '
“by virtue of which he became a controller” .
Substitute

“as a result of which the person became a minority shareholder
controller or a majority shareholder controller (as the case may
be)”.

(17) Section 13B(10), Chinese text—
Repeal :
“ P ABHZEIL A B OVRATET IFRTT » WIRE A"
Substitute
“BAZIIEB OFRFETFRITHIA » 407

19.  Sections 13BA and 13BB added
After section 13B—
Add

© “13BA. Objection to being shareholder controllers

(1) This section applies in relation to a person approved under
section 13B to be a shareholder controller of an authorized
insurer that—
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3

Q)

(5)

(a) 1is an HK insurer or designated insurer; and
(b) is not a special purpose insurer.

For subsection (1), it does not matter whether the approval
is— '

(a) given on an application made under section
13B(2B)(a); or
(b) taken to be given by virtue of—
@) section 13B(5), 13BB(3), 95ZB(2) or
95ZC(3); or
(ii) Part 1 of Schedule 12.

If it appears to the. Authority that a person who is a
minority shareholder controller of an authorized insurer is
not, or is no longer, a fit and proper person to be such a
minority shareholder controller, the Authority may, by a
written notice served on the person, object to the person
being such a minority shareholder controller.

If it appears to the Authority that a person who is a

majority shareholder controller of an authorized insurer is

not, or is no longer, a fit and proper person to be such a

majority shareholder controller, the Authority, by a

written notice served on the person— '

(a) may object to the person being a majority
shareholder controller of the insurer; or

(b) . (if it also appears to the Authority that the person is
not, or is no longer, a fit and proper person to be a
minority shareholder controller of the insurer) may
object to the person being any shareholder controller
of the insurer.

A notice under subsection (3) or (4) (notice of objection)
must state the grounds for the objection.

Part 2

Clause 19

Insurance (Amendment) Bill 2023

32

-13BB.

(6)

@

©)

®

Before serving a notice of objection on a person, the
Authority must serve on the person a written notice
stating—

(a) that the Authority is considering serving the notice
of objection;

(b) the reasons why the Authority is considering doing
s0; and

(c) the effect of subsection (7).

The person may, within the period specified in the notice
under subsection (6)—

(a) make written representations to the Authority; and

(b) if the person so requests, make oral representations
to a person appointed for the purpose by the
Authority.

If representations are made under subsection (7), the
Authority must take them into account before serving the
notice of objection.

The Authority may, by a written notice served on a
person, revoke a notice of objection served on the person
if it appears to the Authority that the grounds for the
objection no longer exist.

Majority shareholder controller becoming minority
shareholder controller

M

If a person, on ceasing to be a majority shareholder
controller of an HK insurer or designated insurer (other
than a special purpose insurer), becomes a minority
shareholder controller of the insurer, the person must,
within 1 month after becoming such a minority
shareholder controller, notify the Authority in the
specified form.
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©

If the person—
(@) fails to comply with subsection (1);

(b) did not know that the acts or circumstances as a
result of which the person became a minority
shareholder controller of the insurer were such as to
have that effect; and

"(c) subsequently becomes aware of the fact that the

person has become a minority shareholder controller
of the insurer,

the person must serve on the Authority, within 1 month
after becoming aware of that fact, a written notice stating
that the person has become such a minority shareholder
controller and containing the information specified by the
Authority. :

A person who complies with subsection (1) or (2) is taken

to be approved to be a minority shareholder controller of
the insurer under section 13B(2B).

A person who fails to comply with subsection (1) commits
an offence and is liable on conviction~—

(a) to a fine at level 4; and

(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues.

If a person is charged with an offence under subsection
(4), it is a defence for the person to establish that the
person took all reasonable precautions and exercised all
due diligence to avoid the commission of the offence.

A person who fails to comply with subsection (2) commits
an offence and is liable on conviction—

(a) to a fine at level 4; and
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M

(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues,

A person is taken to have established a matter that needs
to be established for a defence under subsection (5) if—

(a) there is sufficient evidence to raise an issue with
respect to that matter; and

(b) the contrary is not proved by the prosecution beyond
reasonable doubt.”.

Section 13C amended (restrictions on and sale of shares where
there has been a contravention of section 13B(2))

(1) Section 13C, heading—
Repeal

“where there has been a contravention of section 13B(2)”.
(2) Section 13C—

Repeal subsection (1)

Substitute

“(1)

(1A)

The Authority may exercise a power conferred by this
section in relation to a person if the person—

"(a) has become a minority shareholder controller or a

majority shareholder controller of an HK insurer or
designated insurer (other than a special purpose
insurer); and

(b) is not approved, or taken to be approved, under
section 13B to be such a shareholder controller,

Subject to subsection (1B), the Authority may also
exercise a power conferred by this section in relation to a
minority shareholder controller or a majority shareholder
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controller of an HK insurer or designated insurer (other
than a special purpose insurer) if—

(a) the Authority has served a notice of objection under
section 13BA(3) or (4) (as the case may be) on the
shareholder controller; and

(b) the objection has taken effect under section 116.

(1B) Subsection (1A) does not empower the Authority to make
an application referred to in subsection (5) except if the
application is made in relation to a minority shareholder
controller or a majority shareholder controller of an HK
insurer or designated insurer (other than a special purpose
insurer) who—

(a) is taken to be approved to be such a shareholder .

controller under section 13B(2B) by virtue of
section 2 of Schedule 12; and

(b) is not a person in relation to whom the conditions
' under section 13B(2)(a), (ab) and (b) as in force
 immediately before the commencement date of
section 18 of the Insurance (Amendment) Ordinance

2023 ( 0of 2023) have been satisfied.”.

(3) Section 13C—

Repeal subsection (6)
Substitute

“6) The Authority must, by a written notice served on a
person, revoke a notice served under subsection (2) on the
person if— :

(a) in the case of subsection (1)—the person is
approved, or taken to be approved, under section
13B to be the minority shareholder controller or
majority shareholder controller (as the case may be)
of the insurer; or
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®

(6)

9

(b) inthe case of subsection (1A)—
(i) the notice of objection is revoked under section
13BA(9); or

(ii) the Tribunal has set aside under section 101 the
Authority’s decision to serve the notice of
objection.”.

Section 13C(7)—

Repeal

“The Authority shall”
Substitute

“Subject to subsection (7A), the Authority may”.
Section 13C(7)—

Repeal

“(1)(by”?

Substitute

“1)”.

Section 13C(7), after “(5)"—
Add

“against a person falling within the descriptions in section
13B(3)(a), (b) and (c)”.

Section 13C(7)(b)—
Repeal

“served a notice in writing under section 13B(3) in respect of
the contravention of section 13B(2) to which that first-
mentioned notice relates:”

Substitute
“taken the actions specified in section 13B(4).”.
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(8) Section 13C(7)(b), Chinese text—

Repeal

BB AL TERE

Substitute

“IRHENAN  WRERIRNE.
(9) Section 13C(7)—

Repeal

“Provided that this subsection shall be without prejudice to the
Authority’s power, by virtue of subsection (1)(c), to subsequently
make such an application in respect of those shares.”.

(10)  After section 13C(7)—

Add

“(7A) Subsection (7) does not prevent the Authority from
making, by virtue of subsection (1), an application
referred to in subsection (5) in respect of the shares that
are the subject of a notice under subsection (2) against a

perso

n falling within the descriptions in section

13B(3)(a), (b) and (c) if—

(a)

(b)

the person has, within 14 days after the service of
that notice, taken the actions specified in section
13B(4);

the Authority has rejected the person’s application -

for an approval to be a shareholder controller of the

_ authorized insurer under section 13B(2H); and

©

the rejection has taken effect under section 116.”.

(11)  Section 13C(10)—

Repeal
everything
Substitute

after “applies”
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in relation to a person who has become a minority
shareholder controller of an HK insurer or
designated insurer (other than a special purpose
insurer) in contravention of section 13B(2) or who
has been served with a notice of objection under

section 13BA(3) that objects to the person being

such a shareholder controller—all the shares by
virtue of which the person is, whether alone or with
an associate (as defined by section 9(4)) or through
a nominee, entitled to exercise, or control the
exercise of, the voting power at a general meeting of
the insurer as such a minority shareholder controller
(excluding any such shares held by that person, or
any such associate or nominee, before that person
became such a minority shareholder controller);

in relation to a person who has become a majority
shareholder controller of the insurer in
contravention of section 13B(2A) or who has been
served with a notice of objection under section
13BA(4)(a) that objects to the person being such a
shareholder controller—all the shares by virtue of
which the person is, whether alone or with an
associate (as defined by section 9(4)) or through a
nominee, entitled to exercise, or control the exercise
of, the voting power at a general meeting of the
insurer as such a majority shareholder controller
(excluding any such shares held by that person, or
any such associate or nominee, before that person
became such a majority shareholder controller); or

in relation to a person who has been served with a
notice of objection under section 13BA(4)(b) that
objects to the person being any shareholder
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21,

controller of the insurer—all the shares by virtue of
which the person is, whether alone or with an
associate (as defined by section 9(4)) or through a
nominee, entitled to exercise, or control the exercise
of, the voting power at a general meeting of the
insurer as a shareholder controller of the insurer
(excluding any such shares held by that person, or
any such associate or nominee, before that person
became a shareholder controller of the insurer).”,

Section 14 amended (notification of change in particulars, and
Authority’s objection to appointment)

¢

@

€)

Q)

Section 14(1)—

Repeal ‘

“Without prejudice to subsection (2), but subject”
Substitute

“Subject”,

Section 14(1)—

Repeal

“where”

Substitute

“if”,

Section 14(1), after “that section,”—
Add

“and the particulars fall within a type of particulars set out in
the form specified by the Authority for the purposes of this
subsection,”. :

Section 14(1)—

Repeal
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everything after “the insurer”
Substitute
“must—

(a) within 1 month after the date on which the change
takes place, notify the Authority of the change in the
specified form; and

(b) furnish the Authority with any.information required
by the Authority.”. h
Section 14(2)—
Repeal ‘
“subsec"cion (2A) and”,
Section 14(2)—
Repeal
“where any change takes place in”
Substitute
“if any change takes place in the particulars in respect of”,
Section 14(2)—
Repeal
everything after “insurer,”
Substitute

“and the particulars fall within a type of particulars set out
in the form specified by the Authority for the purposes of
this subsection, the insurer must—

(a) within 1 month after the date on which the change
takes place, notify the Authority of the change in the
specified form; and

(b) furnish the Authority with any information required
by the Authority.”.
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(8) Section 14—
Repeal subsection (2A).
(9) Section 14—
Repeal subsection (3)
Substitute '

“(3) Subject to sections 13BB, 38A(2) and 38B(5), if an event
specified in subsection (3A) occurs in relation to an
authorized insurer on a date, the insurer must—

(a) within 1 month after that date, notify the Authority
of the occurrence of the event in the specified form;.
and i ' .
(b) furnish the Authority with any information required
by the Authority. ‘
(3A) For the purposes of subsection (3), the event is—
(a) in relation to an HK insurer or designated
: insurer—a person becomes, or ceases to be, a
director, controller (other than a shareholder
controller), minority shareholder controller,
majority shareholder controller or key person in
control functions of the insurer; or
(b) in relation to a non-HK insurer other than a
designated insurer—a person becomes, or ceases to
be, a director, controller or key person in control
functions of the insurer.”,
(10) Section 14(4)—
Repeal
“or 13B”
Substitute

“, 13B or 13BA”,
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22.

(11)

(12)

. (13)

Section 14(4), after “not”—

Add

“, or is no longer,”.

Section 14(4), after “writing on”—
Add

“the person and”.

Section 14(4)(b), after “not”™—
Add

“, or-is no longer,”.

Section 14A amended (determination of fit and proper)

(M

@

©)]

“

Section 14A(1)—

Repeal

“14 and 15”

Substitute _
“13BA, 14, 15AAAB and 15AABA”.
Section 14A(1)(H)—

Repeal

“a company”

Substitute

“a body corporate”.

Section 14A(1)()({) and (ii))—
Repeal

“company”

Substitute

“body corporate”.

Section 14A(1)(g)—
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Repeal the full stop
Substitute

“ and”.

After section 14A(1)(g)—
Add

- “(h) ifthe person is a body corporate—its internal controls and

)

2)

corporate governance.”.

| Section 15 amended (appointment of auditor and actuary)

Section 15, heading—-
Repeal
“and actuary”.
Section 15—
Repeal subsections (1) and (2)
Substitute
“ An authorized insurer must appoint as its auditor—

(a) for an HK insurer—a person who is not prohibited
under section 20AAZZR of the Accounting and
Financial Reporting Council Ordinance (Cap. 588)
from holding any appointment as an auditor of a
company and is not disqualified under section 393
of the Companies Ordinance (Cap. 622); or

(b) for a non-HK insurer—a person—
(@) who may lawfully practise as an auditor in the
place of its incorporation; and

(ii) without affecting subparagraph (i), who holds
any qualification that the Authority accepts as
being of a standard comparable to that of a
person referred to in paragraph (a).
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(2) An authorized insurer must make a first appointment
under subsection (1) within 1 month after the date on
which the authorized insurer begins to carty on insurance
business.

(2A) After an appointment under subsection (1) comes to an
end, the authorized insurer must, as soon as practicable,
make a fresh appointment under that subsection.”.

Section 15(3)—

Repeal

“shall within 1 month from”

Substitute '

“must within 1 month after”.

Section 15(3), after “notice”™—

Add

“of the appointment”,

Section 15(3)—

Repeal

“that fact and”. .

Section 15(3), Chinese text, after “gh:$4"—
Add | | |
“BALTE.

Section 15—

Repeal subsections (3A), (3B),.(3C), (3D), 3E), 3F), 3G),
(3H) and (3I).

Section 15(5), after “(2)"—
Add
CG’ (ZA)”.
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(9) Section 15—
Repeal subsection (6).

24, Sections 15AAA and 15AAAB added
After section 15—

Add

“1SAAA. Appointment of actuary

©)

@

Subject to section ISAAAB—

(a) an authorized insurer described in section 21B(1)
must appoint a qualified actuary as its actuary for its
long term business; '

(b) an authorized insurer described in section 21B(4) or
(7) must appoint a qualified actuary as its actuary for
its long term business carried on in or from Hong
Kong;

(c) an authorized insurer described in section 25AA(1),
or an HK insurer that carries on general business
only, must appoint a qualified actuary as its actuary
for its general business; and

(d) an authorized insurer described in section 25AA(3)
or (5) must appoint a qualified actuary as its actuary

for its general business carried on in or from Hong

Kong,.

For the purposes of subsection (1), an actuary is a
qualified actuary if the actuary—

(a) possesses the prescribed qualifications; or
(b) is acceptable to the Authority.
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Subsection (1)(c) and (d) does not apply to an authorized
insurer that is exempted under the rules made under
section 129(1)(cb). '

An authorized insurer must make a first appointment
under subsection (1)(a) within 1 month after the date on
which the authorized insurer begins to carry on long term
business.

An authorized insurer must make a first appointment
undet subsection (1)(b) within 1 month after the date on
which the authorized insurer begins to carry on long term
business in or from Hong Kong,. '

An authorized insurer must make a first appointment
under subsection (1)(c)}—

(a) if the insurer is carrying on general business on the
commencement date of section 44 of the Insurance
(Amendment) Ordinance 2023 ( of 2023)
(commencement date)—before the end of the
insurer’s financial year in which the commencement
date falls; or

(b) if the insurer begins to carry on géneral business on
a day after the commencement date—within 1
month after that day.

An authorized insurer must make a first appointment

under subsection (1){d)— :

(a) if the insurer is carrying on general business in
or from Hong Kong on the commencement
date—before the end of the insurer’s financial
year in which the commencement date falls; or

(b) if the insurer begins to carry oh general business in
or from Hong Kong on a day after the
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(10)

commencement date—within 1 month after that
day. ‘
After an appointment under subsection (1) comes to an
end, the authorized insurer must, as soon as practicable,
make a fresh appointment under that subsection.
An authorized insurer that makes an appointment under
subsection (1) must, within 1 month after making the
appointment, serve on the Authority a written notice of
the appointment.

An authorized insurer that contravenes subsection (1), (4),

(5), (6), (7), (8) or (9) commits an offence and is liable on
conviction—

(a) toafineatlevel 4; and

(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues,

15AAAB. Approval for appointment of actuary

(D

@

©))

An authorized insurer must not appoint a person as its
actuary under section 15AAA(1) unless the Authority has
approved the appointment under subsection (2).

The Authority may approve the appointment of a person
as an actuary of an authorized insurer—

(a) on an application made by the insurer; and

(b) onpayment of a prescribed fee.
An application made under subsection (2)(a) must—
(a) . be in the specified form; and. .

(b) be accompanied by any information specified by the
Authority.
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The Authority must not approve the appointment of a
person as an actuary of the authorized insurer unless it is
satisfied that the person is a fit and proper person to be so
appointed.

After deciding on the application, the Authority must give
the person and the authorized insurer a written notice of
the result of the application.

If the application is rejected, the notice must state the
reasons for the rejection.

An authorized insurer that contravenes subsection (1)
commits an offence and is liable on conviction—

(a) to afine of $200,000; and
(b) inthe case of a continuing offence—to a further fine

of $2,000 for each day during which the offence
continues.”.

Section 15AA amended (Authority may impose conditions on
granting approval under section 15)

Section 15AA, heading—
Repeal

M

@

“Authority may impose conditions on granting approval
under section 15” -

Substitute

“Conditions on approval given under section 15SAAAB(2)”.
Section 15AA(1)—

Repeal

“1 5”

Substitute
“15SAAAB(2)”.
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26.

(3) After section 15AA(1)—

Add

“(1A) For subsection (1), it does not matter whether the approval

@

)

18—

(a) given on an application made under section

15AAAB(2)(a); or ,
(b) taken to be given by virtue of Part 2 of Schedule
12.”.
Section 15AA(2), English text—

Repeal

“granting the approval”

Substitute

“the approval is given”.

Section 15AA(3)—

Repeal

everything after “after”

Substitute

“the approval is given or taken to be given.”.

Section 15AAB amended (procedural requirements for rejecting
application under section 15, or imposing or amending
conditions under section 15AA)

M

@)

Section 15AAB, heading—
Repeal

» “15”

Substitute
“15AAAB(2)(a)”.
Section 1SAAB(1)(a)—

Part2

Clause 27

Insurance (Amendment) Bill 2023

50

Repeal

“15(3BY”

Substitute
“15AAAB(2)(a)”.

27. Section 15AABA added
After section 15AAB—

Add

“ISAABA. Revocation of approval under section 15AAAB(2)

(1) Subject to subsection (4), the Authority may, by a written
notice served on an authorized insurer and the person
appointed as the insuretr’s actuary under section

15AAA(1) (relevant person), revoke the approval under
section 15AAAB(2) if it appears to the Authority that the
relevant person is not, or is no longer, a fit and proper
person to be so appointed,

(2) For subsection (1), it does not matter whether the approval
is—

(a) given on an application made under section
15AAAB(2)(a); or

(b) taken to be given by virtue of Part 2 of Schedule 12.
(3) The insurer must, by the date specified in the notice under
subsection (1), terminate the appointment.

(4) Before serving the notice under. subsection (1), the
Authority must serve on the authorized insurer and the
relevant person a written notice stating—

" (a) that the Authority is considering the service on the
insurer of a notice under that subsection because it
appears to.the Authority that the relevant person is




Insurance (Amendment) Bill 2023 . ‘ Insurance (Amendment) Bill 2023

Part 2 Part 2
Clause 28 ' 51 Clause 29 . 52
not, or is no longer, a fit and -proper person to be “15”
appointed as the insurer’s actuary; and Substitute
(b) the effect of subsection (5). : “ISAAAB(2)(a)”
(5) The authorized insurer or the relevant person may, within '
1 month after the date of service of the notice under 29. Sections 1SAAD and 15AAFE added
subsection (4)— After section 15SAAC—
(a) make written representations to the Authority; and Add
(b) if the insurer or the person so requests, make oral ,
representaﬁons to a person appointed for the “15AAD. Person who is authorized insurer’s actuary under section
purpose by the Authority. ‘ 15AAA(1)(a) or (b) immediately before certain events
(6) If representations are made under subsection (5), the contlnueg tobeso
Authority must take them into consideration before (1)  This section applies if—
serving a notice under subsection (1). : (a) any of the following events (relevant event) occurs
(7) An authorized insurer that contravenes subsection (3) in relation to an authorized insurer—
commits an offence and is liable on conviction— (i) a designation of the insurer under section 3B
(a) to a fine of $200,000; and takes effect;
(b) inthe case of a continuing offence—to a further fine (if) a designation of the insurer under section 3B
of $2,000 for each day during which the offence : ‘ C ceases to have effect;
continues.”. . (iii) a permission given to the insurer under section
‘ 22A takes effect;
28. Section 15AAC amended (offence to provide false information in . Co . ; .
connection with application for approval under section 15) (iv) a permission given to the insurer under section
] pp . pp T 22A ceases to have effect; and
(1) - Section 15AAC, heading— ‘ ~(b) immediately before the occurrence of the relevant
Repeal event, a person is an actuary appointed by the insurer
“15” : _ under section 15AAA(1)(a) or (b) in compliance
Substitute v ) , with section 1SAAAB(1).
«15AAAB(2)(a)". ‘ (2) On the occurrence of the relevant event, the person

mentioned in subsection (1)(b)—

(2)  Section ISAAC(1) and (2)— (a) continues to be the authorized insurer’s actuary
Repeal , without the need for—
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(i) a fresh appointment under section 15AAA(1);
or
(ii) a fresh approval under section 15SAAAB(2);
' and
(b) is taken to be appointed by the insurer under the
relevant provision, ‘
(3) In subsection (2)—
relevant provision (5 #{&30), in relation to an authorized
insurer, means whichever of the following provisions that

becomes applicable to the insurer on the occurrence of the
relevant event—

(a) section 15AAA(1)(a);
(b) section 15AAA(1)(b).

15AAE. Person who is authorized insurer’s actuary under section
15AAA()(c) or (d) immediately before certain events
continues to be so
(1) This section applies if—
(a) any of the following events (relevant event) occuts
in relation to an authorized insurer—
(i) a designation of the insurer under section 3B
takes effect;
(ii) a designation of the insurer under section 3B
ceases to have effect; ,
(iii) a permission given to the insurer under section
' 25AAC takes effect;
(iv) apermission given to the insurer under section
25AAC ceases to have effect; and

(b) immediately before the occurrence of the relevant
event, a person is an actuary appointed by the insurer
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under section 15SAAA(1)(c) or (d) in compliance
with section 15AAAB(1).
(2) On the occurrence of the relevant event, the person
mentioned in subsection (1)(b)—
(a) continues to be the authorized insurer’s actuary
without the need for—
(i) a fresh appointment under section 15AAA(1);
or
(ii) a fresh approval under section 15AAAB(2);
and
(b) is taken to be appointed by the insurer under the
relevant provision.
(3) In subsection (2)—
relevant provision (%), in relation to an authorized
insurer, means whichever of the following provisions that
becomes applicable to the insurer on the occurrence of the
relevant event—
~ (a) section 15AAA(1)(c);
(b) section 15AAA(1)(d).”.
30. Section 15A amended (notification in respect of auditors

appointed under section 15)
(1) Section 15A(1), English text—
Repeal
“shall”
Substitute
“must”,
(2) Section 15A(1)(c)—
Repeal
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“an authorized insurer incorporated in Hong Kong” (8) Section 15A(2)(b)—
Substitute Repeal
“an HK insurer”. “where he”
(3) Section 15A(1)(c)(i)(A) and (B), English text— Substitufe »
Repeal “for an auditor who”,
“expiration of his” (9) Section 15A(2)(b)—
Substitute Repeal the comma
“expiry of the auditor’s”. Substitute
(4) Section 15A(2)— “—the auditor”.
Repeal (10) Section 15A(2)(c), before “decides”—
everything after “section” and before “by” Add
Substitute ' “the auditor”,
“15(1)". (11)  Section 15A(2)(c)—
(5) Section 15A(2), English text— Repeal
Repeal “his” .
“shall” Substitute
Substitute “the auditor’s”,
, “must”, (12)  Section 15A(2)(c)—
(6) Section 15A(2), English text— Repeal
Repeal “Schedule 3”
“if he” Substitute
Substitute “any requirement prescribed by virtue of section 17”.
it 31. Section ISB amended (notification, and Authority’s objection to
(7)  Section 15A(2)(a), before “resigns”— : appointment, in respect of actuaries appointed under section 15)
Add ‘ (1) Section 15B, heading—

“the auditor”. Repeal



Part 2
Clause 31

Insurance (Amendment) Bill 2023

@)

©))

“4)

)

©

“, and Authority’s objection to appointment,”,

Section 15B, heading—
Repeal '

«157

Substitute
“15AAA(1)”.

Section 15B(1)—
Repeal

“which carries on long term business shall”
Substitute

“must”,

Section 15B(1)(a)—
Repeal

«q5»

Substitute
“1SAAAQ).

Section 15B(1)(b)—
Repeal

«“q5»

Substitute
“15SAAA(L)”.

Section 15B(1)(b), English text—
Repeal

“the actuary”
Substitute

“an actuary”.

Insurance (Amendment) Bill 2023

Part 2
57 Clause 31 58
(7) After section 15B(1)—
Add
“(1A) If, after the appointment of an actuary under section
15AAA(1), there is any change to the particulars in
respect of the actuary and the particulars fall within a type
of particulars set out in the form specified by the
Authority for the purposes of this subsection, the
authorized insurer must, within 1 month after the date on
which the change takes place, notify the Authority of the
change in the specified form.”.
(8) Section 15B(2)—
Repeal
“1 5”
Substitute
“ISAAA(TY".
(9) Section 15B(2), English text—
' Repeal
“shall”
Substitute
_ “must”,
(10) Section 15B(2), English text, after “the Authority”—
Add
“if”.
(11)  Section 15B(2)(a)—
Repeal
“ifhe”
Substitute

“the actuary”.
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(12) Section 15B(2)(b)—

Repeal

“where he”
Substitute
“for an actuary who”.
(13) Section 15B(2)(b)—
Repeal the comma
Substitute
“—the actuary”.
(14) Section 15B(2)(c)—
Repeal everything before subparagraph (ib)
Substitute

“(c) for an actuary appointed under section 15AAA(1)(a) or
(b)—

®

the actuary has advised the insurer that, in the
actuary’s view, a course of action is being, or is
proposed to be, followed by the insurer that is likely
to cause the actuary to add a qualification or adverse
amplification or adverse explanation to the actuary’s

- certificate accompanying the information required
to be submitted under any requirement prescribed by
virtue of section 17; and”.

(15) Section 15B—
Repeal subsections (2A), (2B) and (2C).
(16) Section 15B(3), after “(1)"—

Add

“or (1A)”.
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32. Section 15C amended (standards to be complied with by an
actuary)
Section 15C—
Repeal
“15(1)(b) shall”
Substitute
“15SAAA(1) must”,
33. Section 17 substituted

Section 17—

Repeal the section
Substitute

“17. Submission of statements, report or other information

(1) The Authority may, by rules made under section 129,
prescribe requirements in relation to the submission by an
authorized insurer to the Authority of any statements,
reports or other information relating to the insurer’s
business, including requirements as to the following

matters— '

(a) what statements, reports or information must be
submitted to the Authority;

(b) whether the statements, reports or information must
be audited;

(¢) how and when the statements, reports or information

must be submitted.

(2) The Authoi‘ity may, at the written request of an authorized
insurer, vary a requirement prescribed by virtue of
subsection (1) that applies to the insurer.

(3) An authorized insurer must comply with—
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(a) arequirement prescribed by virtue of subsection (1)
that applies to the insurer; or
(b) if the requirement is varied under subsection
(2)—the requirement so varied.
(4) An authorized insurer that contravenes subsection (3)
commits an offence and is liable on conviction—
(a) to a fine of $200,000; and
(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues.”. '

34.

Section 18 amended (periodic actuarial investigation of

authorized insurer with long term business)

M

@

3)

@

Section 18(1)—

Repeal

“which carries on long term business”.
Section 18(1)(a), English text—
Repeal

“shall”

Substitute

- “must”,

Section 18(1)(a)—
Repeal \
“that”

Substitute

“its long term”.
Section 18(1)(a)—
Repeal

Part 2
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(6)

)

®

“thereof, by the person who for the time being is its actuary
under section 15(1)”

Substitute

“of that business, by its actuary appointed under section
15AAA(1) for that business”. '

Section 18(1)(b)—
Repeal
“its long term”
Substitute
“that”,
Section 18(1)(b)—
Repeal '
everything after “public,”
Substitute

“must—

(i) cause an actuary’s report of the investigation to be
made in the specified form; and

(ii) submit the report to the Authority‘ in accordance
with the rules made under section 129.”. ‘

Section 18(2)— -

Repeal

“an abstract to be made of the report of an actuary on his”
Substitute '

“an actuary’s report to be made on the actuary’s”,

Section 18(2)—

Repeal

everything after “business,”
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Substitute

“the insurer must—

(a) prepare a statement containing the information
specified by the Authority in respect of that business
as at the date to which the accounts of the insurer are
made up for the purpose of the investigation; and

(b) submit such statement to the Authority in
accordance with the rules made under section 129.”.

(9) Section 18—
Repeal subsection (3)
Substitute

“3) In this section, for an authorized insurer described in
section 21B(4) or (7), a reference to the insurer’s long
term business is a reference to the insurer’s long term
business carried on in or from Hong Kong.”.

35. Section 18A added
After section 18—
Add

“18A. Periodic actuarial review of authorized insurer with general
business

(1) An authorized insurer (other than an insurer that is
exempted under the rules made under section 129(1)(cb))
must-—

(a) once in every 12 months or at any shorter interval
that the Authority requires, cause a review of the
valuation of its insurance liabilities (as determined
in accordance with the rules made under section
129) in respect of its general business fo be
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conducted by the actuary appointed under section
15AAA(1) for that business; .
(b) cause the actuary’s report of the review to be made
in the specified form; and
(c) submit the report to the Authority in accordance
with the rules made under section 129.

(2) In subsection (1), for an authorized insurer described in
section 25AA(3) or (5), a reference to the insurer’s
general business is a reference to the insurer’s general
business carried on in or from Hong Kong.”.

36. Sections 20 and 21 repealed
Sections 20 and 21—
Repeal the sections.
37. Section 21A added
At the end of Part III—
Add

“21A. Disclosure to general public

(1) The Authority may, by rules made under section 129,
prescribe requirements in relation to the disclosure by an
authorized insurer to the general public of information
relating to the insurer’s state of affairs, including
requirements as to the following matters—

(a) the information that the insurer must disclose to the
general public; _
(b) how and when the information must be disclosed.
(2) The Authority may, at the written request of an authorized
insurer, vary a requirement prescribed by virtue of
subsection (1) that applies to the insurer.
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(3) An authorized insurer must comply with—
(a) arequirement prescribed by virtue of subsection (1)
that applies to the insurer; or
(b) if the requirement is varied under subsection
(2)—the requirement so varied.
(4) An authorized insurer that contravenes subsection (3)
commits an offence and is liable on conviction—
(a) to a fine of $200,000; and
(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues.”.
38. Section 21B added
Part IV, before section 22—
Add
“21B. Maintenance of separate accounts and funds in respect of

long term business

M

@

Subsections (2) and (3) apply to an authorized insurer that
catries on long term business and that is—

(a) an HK insurer;
(b) adesignated insurer; or

(¢) anon-HK insurer in relation to which a permission
under section 22A(1) is in effect.
The insurer must, in respect of its long term business,

maintain a separate account and a separate fund for each
of the following parts of that business—

(a) the part that is of a nature specified in class C in Part
2 of Schedule 1;

Part 2
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(b) the part that is of a nature specified in class G in Part
2 of Schedule 1;

(c) the part that is of a nature specified in class H in Part
2 of Schedule 1;

(d) the part that is specified business.

Also, the insurer must, within the fund maintained under
subsection (2)(d), maintain at least 1 separate account and
1 separate sub-fund for the part of the specified business
that is participating business.

Subsections (5) and (6) apply to an authorized insurer that

- carries on long term business in or from Hong Kong and

that satisfies all of the following conditions—
(a) the insurer is a non-HK insurer;
(b) the insurer is not a designated insurer;

(c) there is no permission under section 22A(1) that is
in effect in relation to the insurer;

(d) there is no election under section 22B(1) that is in
effect in relation to the insurer.

The insurer must, in respect of its long term business
carried on in or from Hong Kong, maintain a separate
account and a separate fund for each of the following parts
of that business—

(a) the partthat is of a nature specified in class C in Part
2 of Schedule 1 (other than long term reinsurance
business with offshore risk);

(b) the part that is of a nature specified in class G in Part
2 of Schedule 1 (other than long term reinsurance
business with offshore risk);
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(c) the part that is of a nature specified in class H in Part
2 of Schedule 1 (other than long term reinsurance
business with offshore risk);

(d) the part that is specified business (other than long
term reinsurance business with offshore risk);

(e) the part that is long term reinsurance business with
offshore risk.

Also, the insurer must, within the fund maintained under
subsection (5)(d), maintain at least 1 separate account and
1 separate sub-fund for the part of the specified business
(other than long term reinsurance business with offshore
risk) that is participating business.

Subsections (8) and (9) apply to a non-HK insurer in
relation to which an election under section 22B(1) is in
effect.

The insurer must, in respect of its long term business
carried on in or from Hong Kong, maintain a separate
account and a separate fund for each of the following parts
of that business— '

(a) the part that is of a nature specified in class C in Part
2 of Schedule 1;

(b) the part that is of a nature specified in class G in Part
2 of Schedule 1;

(c) the part that is of a nature specified in class H in Part
2 of Schedule 1;

(d) . the part that is specified business.

Also, the insurer must, within the fund maintained under-

subsection (8)(d), maintain at least 1 separate account and
1 separate sub-fund for the part of the specified business
that is participating business.
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(10) An authorized insurer that fails to comply with this
section commits an offence and is liable on conviction-—

(a) to a fine of $1,000,000; and

(b) inthe case of a continuing offence—to a further fine
of $20,000 for each day during which the offence
continues, »

(11) In this section—
long term reinsurance business with offshore risk (B

Iy R B R 75) means any long .term business
that—

(a) is reinsurance business; and
(b) is not long term reinsurance business with onshore
risk; :
long term reinsurance business with onshore risk (B1EERE

kY BRI (RS ZETS) means—

(a) any facultative reinsurance business, being long
term business, under which the risk ceded is
underwritten in Hong Kong, that is to say—

(i) the policy is issued in Hong Kong;

(i) the proposal form, application form or any
other form of a similar nature is signed,
submitted, received or accepted in Hong Kong;
or

(iii)  the risk is accepted in Hong Kong; or

(b) any treaty reinsurance business, being long term
business, in relation to which the risk is underwritten
in Hong Kong, that is to say—

(1) the treaty is signed or accepted in Hong Kong;
or
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(ii) the treaty negotiation is concluded in Hong
Kong,

excluding any treaty reinsurance business under
which less than 25% of the total risk ceded
(determined in terms of the gross premiums) is
underwritten in Hong Kong as described in
paragraph (a);
participating business (47 4L ¥ 75) means any long term
business in relation to which a policy holder has a right to
receive, at the discretion of the insurer, a financial benefit
that is determined based on a profit-sharing mechanism as
a share of the insurer’s profits in respect of the insurer’s
business or a part of the insurer’s business;

specified business (Y5H33£75) means the business of a nature
specified in class A, B, D, E, F or I in Part 2 of Schedule
1.”.

Section 22 amended (separation of assets and liabilities
attributable to long term business)

(M

@

Section 22, heading—
Repeal

“Separation of assets and liabilities attributable to long
term business”

Substitute

“Provisions supplementary to section 21B”.
Section 22—

Repeél subsection (1)

Substitute

“(1)  An authorized insurer must ensure that the receipts of a
part of its business for which a separate account and a

Part 2
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separate fund or sub-fund are required to be maintained
under section 21B— '

(a) are entered in that account; and

(b) are carried to and form that fund or sub-fund with an
appropriate name.”,

Section 22(1A)—
Repeal

“Where an authorized insurer which carries on long term
business is incorporated or formed outside Hong Kong”

Substitute

“For a non-HK insurer that carries on long term business in or
from Hong Kong”.

Section 22(1A)—

Repeal

“authorize”

Substitute

“permit”.

Section 22(1A), after “related to”—

Add

“the”.

Section 22(1A)—

Repeal

“thereof as part of the account maintained under subsection
(1)(@)” '
Substitute

“of it as part of an account maintained under section 21B”.
Section 22(1A), Chinese text—
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Repeal ‘
“TERx AT EEEOREE”
" Substitute

“TEZIRIE ARV HEK”.

(8) Section 22— '
Repeal subsections (2) and (3)
Substitute

“(2)

€)

(BA)

(B)

An authorized insurer must maintain any books of

account and other records that are necessary for

identifying—
(a) the assets representing each fund or sub-fund
maintained by the insurer under section 21B; and

(b) ' the liabilities attributable to the part of its business
for which the fund or sub-fund is maintained.

For each fund or sub-fund maintained by an authorized
insurer under section 21B, the aggregate value of the
assets representing the fund or sub-fund must not be less
than the amount of the liabilities attributable to the part of
its business for which the fund or sub-fund is maintained.

For each fund maintained by an authorized insurer under
section 21B(2)(b) or (c), (5)(b) or (c) or (8)(b) or (c), the
aggregate value of the assets representing the fund must
not be less than the account balance of the fund.

The aggregate value of the assets representing all the
funds maintained by an authorized insurer under section
21B(2) or (8) must not be less than the aggregate of—

(a) the amount of the liabilities attributable to the parts
of its business for which the funds are maintained;
and
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(b) the amount that is fequired to be held in those funds
in accordance with the rules made under section
129(1)(c).

The aggregate value of the assets representing all the

€]9))

funds maintained by an authorized insurer under section

21B(5)(a), (b), (c) and (d) must not be less than the

aggregate of—

(a) the amount of the liabilities attributable to the parts
of its business for which the funds are maintained;
and ‘

(b) the amount that is required to be held in those funds
in accordance with the rules made under section
129(1)(c).”.

Section 22(5)—
Repeal
everything before “commits”
Substitute - 4
“(5) If subsection (1), (2), (3), (3A), (3B) or (3C) is not

complied with in relation to an authorized insurer, the
insurer”.

(10)  After section 22(5)—

Add
N “(6)

In this section—

account balance (I E 458%), in relation to a fund, means the

accumulation of contributions paid into the fund, reduced
by applicable expenses, fees, charges, or actual
investment loss, and increased by actual investment
income or interests credited to the fund.”.
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40. Section 22A amended (foreign insurers may be authorized to

maintain accounts in relation to their Hong Kong business)
(1) Section 22A, heading—
Repeal

“Foreign insurers may be authorized to maintain accounts
in relation to their Hong Kong business”

Substitute

“Non-HK insurer may maintain separate accounts and
funds in accordance with section 21B(2) and (3)”.

(2) Section 22A(1)—
Repeal
“Where an authorized insurer which”
Substitute
“For a non-HK insurer that”.
(3) Section 22A(1)—
Repeal
“is incorporated or formed outside Hong Kong”.
(4) Section 22A(1)—
Repeal )
everything after “the insurer,”
Substitute '

“permit the insurer to comply with section 21B(2) and (3),
instead of section 21B(5) and (6), for the period specified in the
permission.”. ‘

(5) Section 22A—
Repeal subsections (2), (3) and (4).
(6) Section 22A(5)—
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Repeal

“Where the Authority gives any authorization under subsection
(1) the Authority shall”

Substitute
. “The Authority must”.
(7) Section 22A(5), after “practicable”—
Add
“after giving the permission”.
(8) Section 22A(5)—
Repeal
““such authorization”
Substitute
“the permission”.
(9) Section 22A(5), Chinese text—
Repeal |
“‘a‘ﬁ”
Substitute
“iie”,

41, Section 22B added

After section 22A—
Add

“22B. Non-HK insurer may elect to maintain separate accounts
and funds in accordance with section 21B(8) and (9)

(1) A non-HK insurer (other than a designated insurer and an
insurer in relation to which a permission under section
22A(1) is in effect) may, by a written notice, elect to
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comply with section 21B(8) and (9), instead of section
21B(5) and (6).

The notice under subsection (1) must—

(a) Dbe in the specified form; .

(b) be served on the Authority; and

(c) state the date on which the insurer intends the
election to take effect (intended effective date).

The election under subsection (1) takes effect—

(a) if the notice is served on the Authority at least 14
days before the intended effective date—on th
intended effective date; or :

(b) otherwise—on the expiry of 14 days after the date
on which the notice is served on the Authority.

The insurer may, by a written notice, withdraw the
election under subsection (1).

The notice of withdrawal under subsection (4) must—

- (a) be in the specified form;

(b) Dbe served on the Authority; and

(c) state the date on which the insurer intends the
withdrawal to take effect (intended withdrawal
date).

The withdrawal under subsection (4) takes effect—

(a) ifthe notice of withdrawal is served on the Authority

at least 14 days before the intended withdrawal
date—on the intended withdrawal date; or

(b) otherwise—on the expiry of 14 days after the date
on which the notice of withdrawal is served on the
Authority.”.
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42, Section 23 amended (application of assets of authorized insurer
with long term business)
(1) Section 23(1), after “subsections”—
Add
“(lA)’”.
(2) Section 23(1)—
Repeal
everything after “insurer”
Substitute '
“under section 21B(2), (5) or (8) for a part of its business may
only be applied for that part of the business.”.
(3) After section 23(1)—
Add :

“(1A) . Subject to subsection (3) and section 45(2), the assets
representing a sub-fund maintained by an authorized
insurer under section 21B(3), (6) or (9) for a part of its
participating business (as defined by section 21B(11))
may only be applied for that part of the business or in
accordance with the profit-sharing mechanism to which
the business relates.”.

(4) Section 23—

Repeal subsection (2)
Substitute
“(2) Subject to subsection (1A), if an investigation mentioned
in section 18, or made in accordance with a requirement
under section 32, shows that the following provisions
(relevant provisions) are complied with—

(a) for an authorized insurer described in section 21B(1)
or (7)—section 22(3), (3A) and (3B); or
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(10)

(b)' for an authorized insurer described in section
21B(4)—section 22(3), (3A) and (3C),

subsection (1) only applies to the part of the assets
necessaty to secure the compliance with the relevant
provisions.”.

Section 23(3)—

Repeal

“Nothing in subsection (1) shall”
Substitute _
“Subsections (1) and (1A) do not”.
Section 23(3), after “fund”—

Add

“or sub-fund”.

~ Section 23(3)—

Repeal

“in respect of its long term business”
Substitute

“under section 21B”.

Section 23(3), Chinese text—
Repeal

AL

Section 23(3), Chinese text—
Repeal

' “‘Eﬁg_,ﬂﬂn

Substitute
“BEEZORIE .
Section 23(4), English text—
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(1an

(12)

(13)

(14)

1s5)

Repeal

“shall be”

Substitute

“is”,

Section 23(4), after “(1)"—

Add

“or (1A)”.

Section 23(5)—

Repeal

“For the avoidance of doubt it is hereby declared that”
Substitute

“To avoid doubt,”,

Section 23(5), after “a fund”—

Add ‘

“or sub-fund”.

Section 23(5)—

Repeal »

“in respect of its long term business”
Substitute

“under section 21B”,

Section 23(5)—

Repeal

everything after “used for” and before “any arrangement”
Substitute
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(16)

(17)

(18)

(19)

(20)

“any other paﬁ of the business of the insurer apart from the part
of the business for which the fund or sub-fund is maintained
despite”.

Section 23(5)—

Repeal

“that other business”
Substitute

“that other part of the business”,
Section 23(6)—

Repeal

“No authorized insurer, and no”
Substitute

“An authorized insurer, or a”.
Section 23(6)—

Repeal

“shall”

Substitute

“must not”,

Section 23(6)—

Repeal

everything after “when”
Substitute

“section 22(3), (3A), (3B) or (3C) is not complied with.”.

Section 23(7), after “(1)"—
Add
“, (lA)”.
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43.  Part IVA heading amended (requirement for assets in Hong
Kong)

Part IVA, heading—

Repeal
“Requirement for Assets in Hong Kong”
Substitute

“Maintenance of Funds, and Assets in Hong Kong, in
respect of General Business”.

44, Sections 25AA to 25AAF added
Part IVA, before section 25A—

“25AA.

Add

Maintenance of separate accounts and funds in respect of
general business

(1) Subsection (2) applies to an authorized insurer that carries
on long term business and general business and that is—

(a) an HXK insurer;
(b) adesignated insurer; or

(¢) anon-HK insurer in relation to which a permission
under section 25AAC(1) is in effect.

(2) The insurer must maintain a separate account and a
separate fund for the part of its business that is general
business.

(3) Subsection (4) applies to an authorized insurer that carries
on general business in or from Hong Kong and that
satisfies all of the following conditions—

(a) the insurer is a non-HK insurer;
(b) the insurer is not a designated insurer;
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(c) there is no permission under section 25AAC(1) that
is in effect in relation to the insurer;

(d) there is no election under section 25AAD(1) that is
in effect in relation to the insurer.

The insurer must, in respect of its general business carried

on in or from Hong Kong, maintain a separate account

and a separate fund for each of the following patrts of that
business—

(a) the part that is general reinsurance business with
offshore risk;

(b) the part that is not general reinsurance business with
offshore risk.

Subsection (6) applies to a non-HK insurer in relation to
which an election under section 25AAD(1) is in effect.

The insurer must maintain a separate account and a

separate fund for the part of its business that is general
business carried on in or from Hong Kong.

An authorized insurer that fails to comply with subsection
(2), (4) or (6) commits an offence and is liable on
conviction—

(a) to a fine of $1,000,000; and

(b) inthe case of a continuing offence—to a further fine

of $20,000 for each day during which the offence
continues,

In this sgction——

general reinsurance business with offshore risk (ELHEE Bk

) —AS E (R #7%) means any general business that—
(a) is reinsurance business; and
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b does not fall within paragraph (b) or (c) of the
definition of general business with onshore risk in
section 25A(12).

25AAB. Provisions supplementary to section 25AA

M

@

€)

@

An authorized insurer must ensure that the receipts of a
part of its business for which a separate account and a
separate fund are required to be maintained under section
25AA—

(a) are entered in that account; and

(b) are carried to and form that fund with an appropriate
name.

An authorized insurer must maintain any books of
account and other records that are necessary for
identifying—

" (a) the assets representing each fund maintained by the

insurer under section 25AA; and

(b) the liabilities attributable to the part of its business
for which the fund is maintained.

For each fund maintained by an authorized insurer under
section 25AA (other than under section 25AA(4)(a)), the
aggregate value of the assets representing the fund must
not be less than the aggregate of—

(a) the amount of the liabilities attributable to the part
of its business for which the fund-is maintained; and

(b) the amount that is required to be held in the fund in
accordance with the rules made under section
129(1)(c).

For a fund maintained by an authorized insurer under _
section 25AA(4)(a), the aggregate value of the assets
representing the fund must not be less than the amount of
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25AAC,

25AAD.

®)

“the liabilities attributable to the part of its business for

which the fund is maintained. .

If subsection (1), (2), (3) or (4) is not complied with in
relation to an authorized insurer, the insurer commits an
offence and is liable on conviction—

(a) to afine of $1,000,000; and

(b) in the case of a continuing offence—to a further fine
of $20,000 for each day during which the offence
continues. '

Non-HK insurer may maintain separate accounts and
funds in accordance with section 25AA(2)

)

)

For a non-HK insurer that carries on general business, the
Authority may, at the written request of the insurer, permit
the insurer to comply with section 25AA(2), instead of
section 25AA(4), for the period specified in the
permission.

The Authority must, as soon as practicable after giving the

permission, publish a notice in the Gazette stating the
name of the insurer and the fact that the permission has
been given.

Non-HK insurer may elect to maintain separate accounts
and funds in accordance with section 25AA(6)

(1

@

A non-HK insurer (other than a designated insurer and an
insurer in relation to which a permission under section
25AAC(1) is in effect) may, by a written notice, elect to
comply with section 25AA(6), instead of section
25AA(4).

The notice under subsection (1) must—
(a) be in the specified form;
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(b) be served on the Authority; and

(¢) state the date on which the insurer intends the
election to take effect (intended effective date).

(3) The election under subsection (1) takes effect—

(a) if the notice is served on the Authority at least 14
days before the intended effective date—on the
intended effective date; or

(b) otherwise—on the expiry of 14 days after the date
on which the notice is served on the Authority,

(4) The insurer may, by a written notice, withdraw the

election under subsection (1).

(5) The notice of withdrawal under subsection (4) must—

(a) be in the specified form;

(b) be served on the Authority; and .

(c) state the date on which the insurer intends the
withdrawal to take effect (intended withdrawal
date).

(6) The withdrawal under subsection (4) takes effect—

(a) ifthe notice of withdrawal is served on the Authority
at least 14 days before the intended withdrawal
date—on the intended withdrawal date; or

(b) otherwise—on the expiry of 14 days after the date
on which the notice .of withdrawal is served on the
Authority,

.25AAL. Application of assets of authorized insurer with general
business
(1) Subject to subsections (2) and (3), the assets representing

a fund maintained by an authorized insurer under section
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(6)

M

25AA for a part of its business may only be applied for
that part of the business.

Subsection (1) only applies to the part of the assets
necessary to secure compliance with section 25AAB(3)
and (4).

Subsection (1) does not preclude an authorized insurer
from exchanging, at fair market value, assets representing
a fund maintained by the insurer under section 25AA for
other assets of the insurer.

Any mortgage or charge is void to the extent to which it
contravenes subsection (1).

To avoid doubt, money from a fund maintained by an
authorized insurer under section 25AA may not be used
for any other business of the insurer apart from the part of
its business for which the fund is maintained despite any
arrangement for its subsequent repayment out of the
receipts of that other business.

An authorized insurer, or a body corporate of which an
authorized insurer is a subsidiary, must not declare a
dividend to shareholders at any time when section
25AAB(3) or (4) is not complied with,

An authorized insurer or body corporate that fails to
comply with subsection (1) or (6) commits an offence and
is liable on conviction—

(a) to afine of $1,000,000; and

(b) inthe case of a continuing offence—to a further fine

of $20,000 for each day during which the offence
continues.”.
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45, Section 25A amended (maintenance of assets in Hong Kong-

general business)
(1) Section 25A, heading—
Repeal
“-general”
Substitute
.“in respect of general”.
(2) Section 25A—
Repeal subsection (1).
(3) Section 25A—
Repeal subsections (2) and (3)
Substitute .
“(2) This section—

(a) (subject to paragraph (b)) applies to an authorized
insurer that carries on general business in or from
Hong Kong; and . '

(b) does not apply to an authorized insurer that is
exempted- under the rules made under section
: 129(1)(da). ‘
(3) Subject to subsections (6) and (8)—

(2) an authorized insurer must maintain assets in Hong
Kong in respect of its insurance liabilities (as
referred to in subsection (3A)); and

(b) the value of the assets so maintained must not be less

than the amount prescribed by the rules made under
section 129. '

(3A) For the purposes of subsection (3), the insurance
liabilities are liabilities—
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(@) arising from the authorized insurer’s general
business with onshore risk carried on in or from
Hong Kong (other than the part of that business that

is exempted under the rules made under section
129(1)(da)); and

(b) determined in accordance with the rules made under
section 129.”,

(4) Section 25A—

Repeal subsections (4), (5), (9) and (11).
(5) Atthe end of section 25A—

Add ‘

“(12) In this section—
assets in Hong Kong (TE# & E)—
(a) means—
(i) assets of th¢ type set out in Schedule 8; or

(il) other assets or guarantees, or . other
arrangements in lieu of assets, approved by the
Authority in writing in a particular case; and
(b) doesnot include assets the titles to which are subject
to any encumbrance or charge, other than a floating
charge;

direct business (B 13£75) means the business of effecting and
carrying out contracts of insurance, other than contracts
of reinsurance;

general business with onshore risk (BAF R RIEIT—AER) -

means—

(a) any direct business that satisfies any of the following
conditions—
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(b)

©

(i) the direct business is of a nature specified in
class 1, 2, 4 or 7 in Part 3 of Schedule 1 and—

(A) the policy is issued in Hong Kong;

(B) the proposal form, application form or
any other form of a similar nature is
prepared, signed, submitted, received or
accepted in Hong Kong; or

(C) the risk is accepted in Hong Kong;

(ii) the direct business is of a nature specified in
class 3 or 10 in Part 3 of Schedule 1 and the
vehicle being insured is registered in Hong
Kong;

(iii) the direct business is of a nature specified in
class 8 or 9 in Part 3 of Schedule 1 and the
property being insured is located in Hong
Kong;

(iv) the direct business is of a nature specified in
class 5,6,11, 12,13, 14,15, 16 or 17 in Part 3
of Schedule 1 and the policy holder—

(A) is resident in Hong Kong; or
(B) isa cdmpany;

any facultative reinsurance business under which
the risk ceded arises from any direct business
mentioned in paragraph (a); or

any treaty reinsurance business, being general
business, in relation to which the risk is underwritten
in Hong Kong, that is to say—

(i) the treaty is signed or accepted in Hong Kong;
or o



Part 2

Clause 46

Insurance (Amendment) Bill 2023

89

46.

(ii) the treaty negotiation is concluded in Hong
Kong,

excluding any treaty reinsurance business under
which less than 25% of the total risk ceded

. (determined in terms of the gross premiums) arises
from any direct business mentioned in paragraph
(a).”.

Section 25B amended (direction by Authority to re-determine

liabilities)
(1) Section 25B(1)—
Repeal

@)

©))

)

“insurer’s liabilities”

Substitute

“insurer’s insurance liabilities mentioned in section 25A(3A)”.
Section 25B(1)—

Repeal

“the end of its last preceding financial year”

Substitute

“the date as of which the liabilities are required to be
determined in accordance with the rules made under section
1297,

Section 25B(1)— -

Repeal

“its liabilities as of a”

_ Substitute

“the liabilities as of a”.
Section 25B(1)—
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(10)

Repeal

everything after “case” and before ¢, the insurer”.
Section 25B(1)—

Repeal

“shall re-determine its”

Substitute '

“must re-determine the”.

Section 25B(1)—

Repeal

“as if such date were the end of its financial year”.

Section 25B(2), English text—
Repeal

“shall forthwith”

Substitute

“must forthwith”,

Section 25B(2)—

Repeal

“its liabilities as”

Substitute

“the liabilities as”.

Section 25B(2), English text—
Repeal '

“shall,”

Substitute

“must,”.

Section 25B(2), English text—
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an

(12)

(13)

(14)

(15)

Repeal

“shall continue”

Substitute

“must continue”,

Section 25B(2)—

Repeal

“its liabilities under”
Substitute

“the liabilities under”.

Section 25B(2), Chinese text—
Repeal

“UERHERBRY”

Substitute

“UERFEAE”.

Section 25B(2), Chinese text—
Repeal

“HAAERERY

Substitute

“HEH.

Section 25B(3), English text—
Repeal

“shall”

Substitute

“must”,

Section 25B(3)(b)—

Repeal

Part 2
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47,

(16)

17)

(18)

(19)

Section 25C amended (letter of credit or other commitment from

“form in Part 9 of Schedule 3”
Substitute

“specified form”,

Section 25B(3)(b), English text—
Repeal

“its”

Substitute

“the”,

Section 25B(4)(b), Chinese text—
Repeal

» cc%%ﬂlg”

Substitute
“;‘%”.
Section.25B(4)(ii)(B), Chinese text—
Repeal
LTSI
After section 25B(5)—
Add
“(6) In this section—

assets in Hong Kong (FE3 &) has the meaning given by

section 25A(12).”.

a bank)

M

Section 25C(1)—
Repeal
“this Part”
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&)

Substitute

“section 25A or 25B”.

Section 25C(1), Chinese text—
Repeal

A

Substitute

«%”.

After section 25C(4)—

Add

“(5) Insubsection (1)}—
assets in Hong Kong ({E#$& ) has the meaning given by

section 25A(12).”.

Section 26 amended (grounds on which powers are exercisable)

M

@

€

Section 26(1)—

Repeal '

“sections 27 to 35 shall be”
Substitute

“section 27, 28, 29, 30, 31, 32, 32A, 33, 34 or 35 is”.
Section 26(1)(b)(i) and (c), English text—

Repeal

“thereby”
Substitute

“by this Ordinance”,
Section 26(1)(e)—
Repeal

“BG)(d)”
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Substitute

“(3)(a) or (b)”.
Section 26(1)(f)—
Repeal

“35AA(1) or (2)?
Substitute
“35AA(1) or (3)”.
Section 26(2), Chinese text—
Repeal

“177 3
Substitute

“177 5.

Section 26(3)—
Repeal

“sections 32, 33, 34 and 35(1) shall also be”.

Substitute

“section 32, 32A, 33,34 or 35(1) is also”.

After section 26(3)—
Add

“(3AA) Subject to subsection (3A), any power conferred on the
Authority by section 32, 32A, 33 or 34 is also exercisable
in relation to an authorized insurer on the ground that the
Authority is of the opinion that the exercise of the power
is desirable for mitigating or controlling the risks posed to

®)

or by the business of the insurer.”.
Section 26(3A)—
Repeal
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“shall be” Substitute ‘
Substitute « 28,29, 30, 31, 32, 32A, 33 and”.
“or (3AA) is”, ‘ (14)  Section 26(6), English text—
(9) Section 26(4)— ‘ Repeal
Repeal : , “The Authority shall”
“sections 27 to 32, 34(1) or 35(1) shall also be” Substitute
Substitute “The Authority must”,
" “section 27, 28, 29, 30, 31, 32, 32A, 34(1) or 35(1) is also”. (15)  Section 26(6)—
- (10) Section 26(4)— . Repeal
Repeal ‘ _ ' “sections 27 to”
“and (3)” Substitute
Substitute “section 27, 28, 29, 30, 31, 32, 324, 33, 34 01",
“ (3) and (3AA)”. : (16) Section 26(6), English text—
(11) Section 26(4)— : Repeal
Repeal “shall not”
“shall continue” o Substitute
Substitute “does not™.
“may continue”. (17) Section 26(7)—
(12) Section 26(5), English text— : Repeal
Repeal : “to (e), (2) and (3)”
“shall” ~ Substitute
Substitute %, (@), (d) and (), (2), (3) and (3AA)”.
“must?. | 49, Section 28 amended (requirements about.investments)
(13)  Section 26(5)— (1) Section 28(2), after “fund”—
' Repeal Add

143 3%
to
. “or sub-fund”.
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Q)

Section 28(2)—

Repeal

“in respect of its long term business”
Substitute

“under section 21B or 25AA”.
Section 28(2), Chinese text—
Repeal

“BIN AR AR RIS PR

Substitute

“FFEDLU TS St R B R AR E
Section 28(2), Chinese text—

Repeal

« ) SRR FUBFR A B

Section 29 amended (maintenance of assets in Hong Kong)

1

@

Section 29, heading—

Repeal

“Maintenance of”’

Substitute

“Requirement to maintain”.
Section 29—

Repeal subsections (6) and (7).

Section 32 amended (actuarial investigations)

M

Section 32, heading—
Repeal
“Actuarial investigations”
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(6)

Substitute

“Requirement to make actuarial investigations or reviews”.
Section 32(1)—

Repeal

“which carries on long term business”.

Section 32(1)(a)—

Repeal ‘

“the person who for the time being is its actuary under section 15”
Substitute

“its actuary appointed under section 1SAAA(1) for its long
term business”,

Section 32(1)(b)—

Repeal ‘

“an abstract of that person’s report of the investigation to be made”
Substitute ’

“the actuary’s report of the investigation to be made in the
specified form”.

Section 32(1)(c)—

Repeal

“its long term business or of that part thereof as at that date”
Substitute '

“that business or of that part of that business as at that date in
the specified form”.

- After section 32(1)—

Add
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“(1A) The Authority may require an authorized insurer (other

than an insurer that is exempted under the rules made
under section 129(1)(cb))—

(a) tocause its actuary appointed under section 15AAA(1)
for its general business to conduct a review of the
valuation of its insurance liabilities (as determined in
accordance with the rules made under section 129) in

respect of that business, or any specified part of that

business, as at a specified date; and

(b) to cause the actuary’s repott of the review to be made
in the specified form.,”.

@) | Section 32—
Repeal subsections (2) and (3).
(8) Section 32—
Repeal subsection (4)
Substitute

“(4)

&)

Any report or statement required to be made or prepared
under subsection (1) or (1A) must be—

(a) submitted by the insurer to the Authority on or
before the date specified by the Authority; and

(b) signed by the actuary who makes the investigation

or conducts the review..
In this section—

(a) foran authorized insurer described in section 21B(4)
or (7)—a reference to the insurer’s long term
business is a reference to the insurer’s long term
business carried on in or from Hong Kong; and

(b) for an authorized insurer described in section
25AA(3) or (5)—a reference to the insurer’s general
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business is a reference to the insurer’s general
business catried on in or from Hong Kong.”,

52. Section 32A added
After section 32—

“32A.

Add

Requirement to provide reports

M

@

©)

4)

The Authority may—

(a) by a written notice served on an authorized insurer,
require the insurer to, within the time specified in
the notice, provide the Authority with a report in
respect of any matter that relates to the insurer; or

(b) appoint a person to provide the Authority with a report in
respect of any matter that relates to an authorized insurer.

The Authority may, in a notice under subsection (1)(a),

specify—

(a) the form in which the report is to be prepared (including
any verification or certification that may be required);

(b) the way by which the report is to be provided; and

(c) the skills that are to be possessed by the person who
prepares the report.

The Authority may appoint under subsection (1)(b) any person
who appears to the Authority to possess the skills necessary for
providing a report in respect of the matter concerned.

If a person is appointed under subsection (1)(b), the Authority—

(a) must, by a written notice served on the authorized
insurer, notify the insurer of the appointment; and

(b) may, in the notice, require the insurer to provide the person
with any assistance as reasonably required by the person.
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53.

(5) An authorized insurer must—

(a) pay to a person appointed under subsection (1)(b)
any fees reasonably charged by the person for
providing the report; and

(b) reimburse the Authority for—

(i) any such fees paid by the Authority; and
(ii) any incidental expenses incurred by the Authority
in procuring the provision of the report.
(6) Any fees and expenses required to be paid or reimbursed
under subsection (5) are recoverable as a civil debt.”.

Section 33 amended (acceleration of information required by
accounting provisions)

M

@

Section 33, heading—

Repeal

“information required by accounting provisions”
Substitute

“submission of information”,

Section 33—

Repeal subsection (1)

Substitute

“(1) Subjectto subsection (1A), if an authorized insurer is required
to submit to the Authority any statement, report or information
on or before a date (original date) under a requirement
prescribed by virtue of section 17, the Authority may require
the statement, report or information to be submitted on or
before a specified date before the original date.

(1A) The specified date under subsection (1)}—
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(a) must be within 3 months before the original date;
and
(b) must not be eatlier than 1 month after the date on
which the Authority imposes the requirement under
subsection (1).”.
(3) Section 33(2), Chinese text—
Repeal
“_‘ﬂﬁ”-
54, Section 35 amended (residual power to impose requirements,

efc.)
€)) Section 35(7)—
Repeal
“For the avoidance of doubt, it is hereby declared that”
Substitute
“To avoid doubt,”.
(2) Section 35(7), English text—
Repeal -
“shall be”
Substitute
“is”.
(3) Section 35(7)—
Repeal
“27 to”
Substitute
“27, 28,29, 30, 31, 32, 32A, 33 and”.
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55. Section 35A A substituted

Section 35AA—
Repeal the section
Substitute
“35AA. Restoration plan or financial scheme

M

)

Subsection (2) applies if the Authority is of the opinion
that the amount of capital of an authorized insurer, as
determined in accordance with the rules made under
section 129—

(a) is less than the prescribed capital amount for the
insurer; or

(b) is at risk of becoming less than the prescribed capital
amount for the insurer.,

The Authority may, by a written notice served on the
insurer, require the insurer—

(a) to submit, by a date specified by the Authority, to
the Authority a plan for restoring the insurer to a
sound financial position and—

(i) for subsection (1)(a)—enabling the amount of
capital of the insurer to be not less than the
prescribed capital amount for the insurer; or

(i) for subsection (1)(b)—preventing the amount
of capital of the insurer from becoming less
than the prescribed capital amount for the
insurer;

(b) if the insurer has submitted a plan under paragraph
(a), to propose modifications to the plan to the
satisfaction of the Authority if the Authority
considers it inadequate; and
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(c) to give effect to any such plan accepted by the
Authority as adequate.

(3) Subsection (4) applies if the Authority is of the opinion
that the amount of capital of an authorized insurer, as
determined in accordance with the rules made under
section 129—

(a) is less than the minimum capital amount for the
insurer; or

(b) is atrisk of becoming less than the minimum capital
amount for the insurer.

(4) The Authority may, by a written notice served on the
insurer, require the insurer—

(a) to submit, by a date specified by the Authority, to
the Authority a short term financial scheme that—
(i) for subsection (3)(a)—enables the amount of
capital of the insurer to be not less than the
minimum capital amount for the insurer; or
(ii) for subsection (3)(b)—prevents the amount of
capital of the insurer from becoming less than
the minimum capital amount for the insurer;
(b) if the insurer has submitted a scheme under
paragraph (a), to propose modifications to the
scheme to the satisfaction of the Authority if the
Authority considers it inadequate; and
(c) to give effect to any such scheme accepted by the
Authority as adequate.”,
56. Section 37 amended (notice of proposed exercise of powers on

ground of unfitness)
(1) Section37(1)—
Repeal
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2

€)

™

)

(6)

“to 35”
Substitute

« 28,29, 30, 31,32, 32A, 33, 34 and 35”.

Section 37(1), English text—
Repeal

“him”

Substitute

“the person”,

Section 37(1), English text—
Repeal

“shall”

Substitute

“must”.

Section 37(1)(a), Chinese text— |
Repeal

“BE 2T B35S fR”

Substitute

“BR R

Section 37(6)—

Repeal

“shall”

Substitute

“does”.

Section 37(6)—

Repeal

“sections 27 to”
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.57,

58.

Substitute
“section 27, 28, 29, 30, 31, 32, 32A, 33, 34 or”.

Section 38 amended (rescission, variation and publication of
requirements) ‘

Section 38(1)—

Repeal

. “sections 27 to”

Substitute
“section 27, 28, 29, 30, 31, 32, 32A, 33, 34 or”.

Section 38A amended (effect of direction given under section

352)(b))

m

@

€)

Section 38A(1)(a)—

Repeal

“an authorized insurer incorporated in Hong Kong”
Substitute

“an HK insurer”.

Section 38A(1)(b)—

Repeal

“an authorized insurer incorporated outside Hong Kong”
Substitute

“a non-HK insurer”,

Section 38A(1), English text—

Repeal
“shall be” .
Substitute

“is”.
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59,

60.

(4) Section 38A(1), English text—
Repeal
“shall not”
Substitute

“must not”.

Section 38B amended (powers of Manager)
(1) Section 38B(3)(a)(i)—
Repeal
“incorporated in Hong Kong,”
Substitute
“an HK insurer—",
(2) Section 38B(3)(a)(iD)—
Repeal
“incorporated outside Hong Kong,”
Substitute
“a non-HK insurer—”,

Section 41 amended (offences under Part V)
(1) Section 41(1)(a), after “32,”—

Add

“32A,7.

(2) Section 41—

Repeal subsection (1A)
Substitute
“(1A) A person commits an offence if the person, in purported

compliance with a requirement imposed under section -

34—

Part 2
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(a) furnishes any information, or produces any
document, that the person knows to be false or
misleading in a material particular; or
(b) recklessly furnishes any information, or produces
any document, that is false or misleading in a
material particular. ‘
(1B) A person who commits an offence under subsection (1A)
is liable—
(@ on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 2 years; or
(b) on summary conviction—to a fine at level 6 and to
imprisonment for 6 months.”.
61. Section 42 amended (circumstances in which authorized insurer

deemed to be insolvent)

M

&)

&)

Section 42(1)—
Repeal
“Subject to subsection (1A), an”
Substitute
“An”,
Section 42(1), English text—
Repeal
““shall be”
Substitute
“is”,
Section 42(1)—
Repeal
everything after “time”
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62.

63.

4)

)

Substitute

“the amount of capital of the insurer, as determined in
accordance with the rules made under section 129, is less than
the minimum capital amount for the insurer.”,

Section 42—

Repeal subsection (1A).

Section 42(2)—

Repeal

“Nothing in this section shall be taken as affecting”
Substitute f
“This section does not affect”.

Section 44 amended (winding up on petition of Authority)

M

@

Section 44(2)(a)—

Repeal

“deposited under section 20”
Substitute

“submitted under a requirement prescribed by virtue of section
177

Section 44(2), English text—
Repeal

“shall be”

Substitute

“iSS5‘

Section 45 amended (winding up of authorized insurer)

(D

Section 45(2)—
Repeal

Part 2
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Clause 63

@

€)

©)

®)

©)

“23(1) shall”
Substitute

“23(1) and (1A) does”.

Section 45(2)—

Repeal

“to which section 22(1) applies™.
Section 45(2)(a)—

Repeal

everything after “a” and before “available”
Substitute

“separate fund of the insurer are”,
Section 45(2)(a)—

Repeal ' :
everything after “attributable to”
Substitute

“the part of its business for which the separate fund is
maintained;”.

Section 45(2)(b), English text—
Repeal

“shall be”

Substitute

“are”.

Section 45(4A)—

Repeal

everything after “a” and before *, then”
Substitute
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@

®

€)

(10)

“separate fund of an authorized insurer, the value of the assets
representing the separate fund exceeds the amount of the
liabilities attributable to the part of its business for which the
separate fund is maintained”.

Section 45(4A), English text—
Repeal

“shall be”

Substitute

“are to be”. :

Section 45(4A)(a)—

Repeal

“fund maintained by the insurer in respect of its long term
business the amount of the liabilities mentioned in that
paragraph exceeds the value of the assets mentioned in that
paragraph” '

Substitute

“separate fund of the insurer, the amount of the liabilities
attributable to the part of its business for which that other
separate fund is maintained exceeds the value of the assets of
that other separate fund®.

Section 45(4A)(a)(i}—
Repeal

“fund,”

Substitute

“separate fund—".
Section 45(4A)(a)(I)}—
Repeal

“fund to”

Part 2
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(1)

(12)

(13)

(14)

(15)

(16)

Substitute

“separate fund to”.
Section 45(4A)(a)(i)—
Repeal

“fund;”

Substitute

“separate fund;”.
Section 45(4A)(a)(ii)—
Repeal

“funds,”

‘ Substitute

“separate funds—",

Section 45(4A)(a)(ii), English text—
Repeal ‘ ,

“those other funds” (wherever appearing)
Substitute

“those other separate funds”.

Section 45(4A)(a)(ii), Chinese text—
Repeal ,

“ B EEE H A (RERRVERE © RIELA
Substitute

“IRFELBIRLL .

Section 45(4A)(b), English text—
Repeal the comma

Substitute a dash.

Section 45(4A)(b), English text—
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a7

(18)

(19)

(20)

@1

Repeal

“its other”

Substitute

“other parts of its”.

Section 45(4A)(b), Chinese text—

Repeal

everything after “3% %1% » ” and before “HY&&E” |
Substitute

“%ﬁﬂ%mﬁ@ﬁﬁ—*%%%ﬁﬁmuﬁﬁT%A
Frla AHTECAER > 57,

Section 45(4B)—

Repeal

“For the avoidance of doubt, it is hereby declared that”
Substitute

“To avoid doubt”.

Section 45(4B)—

Repeal

“paragraph (a) of subsection (2)”

Substitute

“subsection (2)(a)”.

Section 45(4B)—

Repeal

everything after “no” and before “be”
Substitute

“separate fund of an authorized insurer may"’.
Section 45(4B)—

Part 2
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(2)

(23)

24

@5

(26)

Repeal
“fund maintained by the insurer in respect of that business”
Substitute

“separate fund of the insurer”.

Section 45(5)—
Repeal

“fund or funds maintained by the insurer in respect of its long
term business”

Substitute
“separate fund or separate funds of the insurer”.
Section 45(5), English text—

~ Repeal

“shall include”

Substitute

“must include”.

Section 45(5), English text—
Repeal

“shall be”

Substitute

“is”,

Section 45(5)—

Repeal

“fund or those funds”
Substitute

“separate fund or those separate funds”.
Section 45(5)—




Part 2
Clause 64

Insurance (Amendment) Bill 2023

115

@7

Repeal

“shall have”
Substitute

“has”.

After section 45(5)—
Add

“(6) In this section—

separate fund (FG1IE:E), in relation to an authorized insurer,
means a fund maintained separately by the insurer

under—

(a) if the insurer is one described in
21B(1)—section 21B(2);

(b) if the insurer is one described in
21B(4)—section 21B(5); or

(¢) if the insurer is one described in
21B(7)—section 21B(8).”.

64. Section 50A substituted
Section 50A—

“SO0A.

Repeal the section
Substitute

Capital requirements

section
section

section

Sections 10 and 13AA apply to Lloyd’s as if a reference to an
applicable company or authorized insurer in those sections

were a reference to Lloyd’s.”.

65. Section S0BA added
After section 50B—
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66.

Add

“S0BA. Appointment of actuary

(1) If Lloyd’s carries on long term business in or from Hong
Kong, sections 15AAA, 15AAAB, 15AA, 15AAB,
15AABA, 15AAC, 15B, 15C and 18 apply to Lloyd’s as
if Lloyd’s were a non-HK insurer described in section
21B(7).

(2) If Lloyd’s carries on general business in or from Hong
Kong, sections 15AAA, 15AAAB, 15AA, 15AAB,
15AABA, 15AAC, 15B, 15C and 18A apply to Lloyd’s
as if Lloyd’s were a non-HK insurer described in section
25AA(5).”.

Section S0C amended (reporting requirements)
(1) Section 50C, heading— |

Repeal

“Reporting requirements”

Substitute -

“Submission requirements”.
(2) Section 50C—

Repeal subsection (1)

" Substitute

“D ‘Section 17 applies to Lloyd’s as if a reference to an
authorized insurer in that section were a reference to
Lloyd’s.”.

(3) Section 50C—
Repeal subsections (2), (3), (4), (5), (6), (7) and (8).
4) Section 50C(9)—
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Repeal - 68. Section 50D amended (local assets)
“the documents required under subsection (1)(a) and (b), o ' (1) Section S0D—
_ Lloyd’s shall” : Repeal
- Substitute ‘ “Part IVA and section 129(1)(a)”
“to the Authority an annual report published by Lloyd’s on its Substitute
global results under a requirement prescribed by virtue of ' e as -~
section 17, Lloyd’s must”. : Sections 25A, 25B and 25C”,
(5) Section 50C— . - (@ Section S0D—
Repeal subsection (10) . Repeal
Substitute | _ .‘ everything after “apply to Lloyd’s”
“(10) Ifit appears to the Authority that Lloyd’s does not intend .~ Substitute
to effect any contract of insurance in or from Hong Kong “as if a reference to an authorized insurer in those sections were
after the date on which Lloyd’s submits the annual report a reference to Lloyd’s.”.
mentioned in subsection (9), the Authority may waive the
payment of the fee payable in respect of the financial year 69. Section S0F amended (powers of intervention)
to which the report relates and any subsequent financial : (1) Section 50F(1)—
year. Repeal

(11) The Authority may revoke the waiver under subsection
‘ (10) by a written notice to Lloyd’s, and the revocation )
takes effect from the date of the notice.”. -~ - Substitute

“is”.
(2) Section 50F—
Repeal subsection (2).

“shall be deemed for this purpose to be”-

67.  Section 50CA added
After section 50C—

Add

70. Section 51 amended (exempted persons)

“50CA.  Disclosure requirements (1) Section 51(a)(i), English text, proviso—

Section 21A applies to Lloyd’s as if a reference to an authorized

. . . Repeal
insurer in that section were a reference to Lloyd’s.”. P

“shall”
Substitute
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71.

“is”,
(2) Section 51(a)(i), English text, proviso—
Repeal
“be deemed”
Substitute
“deemed”,
(3) Section 51(a)(i), proviso—
Repeal
“(within the meaning of section 10(4)(c))”.

Section S3A amended (secrecy)
(1) Section 53A(1AA)(e), Chinese text—
Repeal
“REY R
Substitute
TR AR
(2) Section 53A(2)—
Repeal
“17, 18, 19, 20, 32”
Substitute
“15AAA, 15AAAB, 18, 18A, 19,32, 32A”.
(3) Section 53A(2), after “53E,”— ’
Add
“53F,”.

(4) Section 53A(2)—

Repeal
“shall”

Part 2
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)

(6)

(N

@®

®

(10)

Substitute

“or a requirement prescribed by virtue of section 17 may”.

Section 53A(2)—

Repeal

“his notice in the performance of his functions”
Substitute

“the person’s notice in the performance of the person’s
functions”.

Section 53A(2)(c), after “VI"—
Add

“ X,

Section 53A(3), English text—
Repeal

“shall”

Substitute

“does”.

Section S3A(3)(D), English text—
Repeal

“his duties”

Substitute

“the duties of the auditor or actuary”.
Section 53A3)(h)—

Repeal

“ or”

Substitute a semicolon.

Section 53A(3)—
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Repeal paragraph (i)
Substitute
“(i) by the Authority if—

. () the information is in the statements and reports
submitted by a designated insurance holding
company to the Authority under section 95ZH(1);
and ' ,

(ii) in the opinion of the Authority, it is desirable that
the information should be so disclosed in the
interests of existing or potential policy holders or in
the public interest; or

() by the Authority if—

(i) the information is submitted to the Authority under
a requirement prescribed by virtue of sectionl7; and

(i) the disclosure is made for statistical purpose for the
general understanding of the performance of
‘insurance industry.”.

Section 53E amended (prescribed person to send report directly

72,

to Authority in certain cases relating to authorized insurers)
(1) Section S3E(2)— '

Repeal

“his duties”

Substitute

“the person’s duties”.
(2) Section S3E(2)—

Repeal

“he became aware when he”

Substitute

Part 2
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G)

Q)

®

(6)

Q)

“the persbn became aware when the person”.
Section 53E(2)—

Repeal

“his opinion”

Substitute

“the person’s opinion”.

Section 53E(2)(a)—

Repeal

“fund maintained by the insurer in respect of its long term
y , P g
business”

Substitute

“fund or sub-fund maintained by the insurer under section
21B”' .

Section 53E(2)(a)—
Repeal

“that fund”

Substitute

“that fund or sub-fund”.
Section 53E(2)—
Repeal

“prescribed person shall”
Substitute

~ “person must”,

Section 5S3E(2)}—
Repeal
“thereafter”
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®

®

(10)

an

(12)

(13)

Substitute

“after becoming so aware”,

Section S3E(3)—

Repeal

“his”

Substitute

“the person’s”.

Section 53E(3)—

Repeal

“he became aware when he”

Substitute

“the person became aware when the person”.
Section 53E(3)(c)—

Repeal

“any of the provisions of section 22, 22A or 23”

~ Substitute
“section 21B, 22, 23, 25AA, 25AAB or 25AAE”,

Section 53E(3)(d), after “32,”—
Add

“32A,7.

Section S3E(3)—

Repeal

“prescribed person shall”
Substitute

“person must”,

Section S3E(3)}—
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Repeal

“thereafter”

Substitute

“after becoming so aware”, .

73. Section 64F amended (interpretation of Part X)

M

@)

Section 64F, Chinese text, definition of Z¥## A, paragraph
(b)(i— :

Repeal

“TEZEBIERINA DN 15% 8oL ERVIEE
FERVAT [

Substitute

“GABII R PR DR 15% » B LRI SR
HTER RGN .

Section 64F, Chinese text, definition of A¥A¥ A, paragraph
(o(i)—

Repeal

“TERZ A BN B R E_ RV EERERTR DR 15% » B3
% LB SRR T

Substitute

BB ARE EIVREERE AR /DY 15% » BUE%
LI SRR T T E A 1R RE . ‘

74. Section 95A amended (interpretation of Part XIA)

(D

Section 95A(1)—
Repeal the definition of skareholder controller
Substitute
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“shareholder controller ({5t B HE A\) means a majority
shareholder controller or a minority -shareholder
controller;”.
(2) Section 95A(1)—

Add in alphabetical order

“majority shareholder controller (KHEEFEMREA), in relation
to a designated insurance holding company— :

(a) means a person who, alone or with an associate or
through a nominee, is entitled to exercise, or control
the exercise of, 50% or more of the voting power at
a general meeting of the company; but

(b) does not include a supetvisory manager of the
company;

minority shareholder controller (/NEEEEFEREAN), in relation
to a designated insurance holding company—

(a) means a person who, alone or with an associate or
through a nominee, is entitled to exercise, or control
the exercise of, 15% or more but less than 50%, of
the voting power at a general meeting of the
company; but

(b) does not 1nclude a supe1v1301y manager of the
company;”.

75. Section 951 amended (prohibition against becoming shareholder
controller without approval)

(M

Section 951(1)—

Repeal

everything after “become”
Substitute
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“a minority shareholder controller of a designated
_insurance holding company unless—

(a) the Authority approves under section 95M the
person to be such a minority shareholder controller;
or

(b) the person is a majority shareholder controller of the
company immediately before becoming such a
minority shareholder controller.”.

(2) After section 951(1)—
Add
“(1A) A person must not become a majority shareholder
controller of a designated insurance holding company
unless the Authority. approves under section 95M the
person to be such a majority shareholder controller,
regardless of whether the person is a minority shareholder

controller of the company before becoming such a

majority shareholder controller.”.

(3) Section 951(2)—
Repeal
“become a shareholder controller”
Substitute .
“become a niinority shareholder controller or a majority
shareholder controller”.

(4) Section 951(2)—
Repeal :
“be a shareholder controller of the company”
Substitute
“be such a shareholder controllet”,

(5) Section 951(3)(d)(ii)—
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76,

©®

Repeal

“shareholder controller”

Substitute

“minbrity shareholder controller or a majority shareholder

“controller (as the case may be)”.

Section 951(6)—
Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.

Section 95J amended (person becoming shareholder controller
with approval)

(D

@

€)

Section 95J(1)—

Repeal

“This”

Substitute

“Subject to section 9504, this”.
Section 95J(1)—

Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller”.

Section 95J(1), after “95M”—
Add
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71.

@

&)

“to be such a shareholder controllet”,
Section 95J(2)—

Repeal

“shareholder controller”

Substitute

“minority shareholder controller or a majority shareholder
controller”.

Section 95J(3)(d)(ii)—
Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.

Section 95K amended (person becoming ‘unapproved
shareholder controller without notice)

M

@)

€)

Section 95K(1)(a)—
Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller”.

Section 95K (1)(a), after “951(1)"—
Add

“or (1A)”.

Section 95K(2)—

Repeal
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78.

“become a shareholder controller”
Substitute

“become a minority shareholder controller or a majority
shareholder controller (as the case may be)”.

(4) Section 95K(2)—
Repeal
“be a shareholder controller of the company”
Substitute
“be such a shareholder controller”.
(5) Section 95K(3)(d)(ii)—
Repeal
“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.

Section 95L amended (pre-existing shareholder controllér)
(1) Section 95L(2)—
Repeal
everything after “designation to”
Substitute
“be—

(a) if it is a minority shareholder controller of the
designated insurance holding company as at the
beginning of the date of designation—a minority
shareholder controller of the company; or

(b) if it is a majority shareholder controller of the
designated insurance holding company as at the
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)

©)

@

beginning of the date of designation—a majority
shareholder controller of the company.”.

Section 95L(3)—
Repeal paragraph (a)
Substitute

“(a) given a notice under section 13B(2H) rejecting the
application of the pre-existing shareholder controller for
an approval to be a shareholder controller of an authorized
insurer;

(ab) served a notice of objection under section 13BA(3)
objecting to the pre-existing shareholder controller being
a minority shareholder controller of an authorized insurer;

(ac) served a notice of objection under section 13BA(4)
objecting to the pre-existing shareholder controller—

(i) being a majority shareholder controller of an
authorized insurer; or

(i) being any shareholder controller of the insurer; or”.
Section 95L(5)—
Repeal
“designation of the”
Substitute
“designation in respect of the designated insurance holding”.
Section 95L(5)—
Repeal
' “a shareholder controller”
Substitute

“a minority shareholder controller or a majority shareholder
controller (as the case may be)”.
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-79.

80.

®)

Section 95L(6)(d)(ii)—
Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.

Section 9SM amended (approval of shareholder controller)

&)

@)

Section 95M(1)—

Repeal

“applicant to be a shareholder controller”
Substitute

“applicant to be a minority shareholder controller or a majouty
shareholder controller”.

Section 9SM(1)(b)—

Repeal ,

“a shareholder controller of the.company”
Substitute

“such a shareholder controller”.

Section 95N amended (objection to being shareholder controller)

(D

@

Section 95N, Chinese text, heading—
Repeal

“%”

Substitute

“1,5”'

Section 95N(1), Chinese text—
Repeal
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13 E,”
Substitute
“fE.

(3) Section 95N(2)(b), after “95L(2)"—
Add :
“or 950A(3), or Part 3 of Schedule 12

(4) Section 95N(3), after “a person”—
Add | .
“who is a minority shareholder controller of a designated
insurance holding company”.

(5) Section 95N(3)—
Repeal
“a shareholder controller of a designéted insurance holding
company”
Substitute
“such a minority shareholder controller”.

(6)" Section 95N(3)(@)—
Repeal A
“a shareholder controller of the company”
Substitute '
“such a minority shareholder controller”.

(7) Section 95N(3)(b), Chinese text—
Repeal
“HEAZ.

(8) After section 95N(3)—
Add
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"‘(3A) Subsection (3B) applies if it appears to the Authority

that—

(a) aperson who is a majority shareholder controller of
a designated insurance holding company is not, or is
no longer, a fit and proper person to be such a
majority shareholder controller; or

(b) the person has contravened a condition imposed
under section 95Z on the approval.

. (3B) The Authority, by a written notice served on the person—

(a) may object to the person being a majority
shareholder controller of the company; or

(b) (if it also appears to the Authority that the person is
not, or is no longer, a fit and proper person to be a
minority shareholder controller of the company)
may object to the person being any shareholder
controller of the company.”.

(9) Section 95N(4), after “(3)"—

Add
“or (3B)”.

81. Section 950 amended (persbn ceasing to be shareholder
controller)

M

@

Section 950, Chinese text, heading—
Repeal

“E,%”
Substitute

“%”.
Section 950(1)—
Repeal
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G)

©)

®

©®

Q)

“to be a shareholder controller”

~ Substitute

“to be a minority shareholder controller or a majority
shareholder controller”. '

Section 950(1)(a), Chinese text—
Repeal

“ E’”-

Section 950(1)(b), Chinese text—
Repeal

13 E, %”

Substitute

“}_EE”'

Section 950(2)(d)(ii)—

Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.

Section 950(4)—
Repeal

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.

After section 950(4)—
Add
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“(5) This section does not apply to a person who, on ceasing

to be a majority shareholder controller of a designated
insurance holding company, becomes a minority
shareholder controller of the company.”.

82, Section 950A added
. After section 950—

“9S0A.

Add

Majority shareholder controller becoming minority
shareholder controller

)

@

If a person, on ceasing to be a majority shareholder
controller of a designated insurance holding company,
becomes a minority shareholder controller of the
company, the person must, within 14 days after becoming
such a minority shareholder controller, notlfy the
Authority in the specified form,

If the person—
(a) fails to comply with subsection (1);

(b) did not know that the acts or circumstances as a
result of which the person became a minority
shareholder controller of the designated insurance
holding company were such as to have that effect;
and

(c) subsequently becomes aware of the fact that the
person has become a minority shareholder controller
of the company,

the person must serve on the Authority, within 14 days
after becoming aware of that fact, a written notice stating
that the person has become such a minority shareholder

controller and containing the information specified by the

Authority.
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®3)

“4)

©®)

(6)

0

A person who complies with subsection (1) or (2) is taken
to be approved to be a minority shareholder controller of
the company under section 95M.

A person who fails to comply with subsection (1) commits
an offence and is liable on conviction—

(a) toafine at level 4; and

(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues.

If a person is charged with an offence under subsection
(4), it is a defence for the person to establish that the
person took all reasonable precautions and exercised all
due diligence to avoid the commission of the offence.

A person who fails to comply with subsection (2) commits
an offence and is liable on conviction—

(a) toafine at level 4; and

(b) inthe case of a continuing offence—to a further fine
of $1,000 for each day during which the offence
continues.

A person is taken to have established a matter that needs
to be established for a defence under subsection (5) if—

(a) there is sufficient evidence to raise an issue with
respect to that matter; and

(b) the contrary is not proved by the prosecution beyond
reasonable doubt.”.

83. Section 95P amended (restrictions on shares‘ if shareholder
controller unapproved or objected to)

(1) Section 95P(2)(a)—
Repeal
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@)

€

Q)

®

“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller”, . ‘

Section 95P(2)(b)—
Repeal

everything after “approved”
Substitute |

“ or taken to be approved, under section 95M to be such a
shareholder controller.”.

Section 95P(3)(b), after “95N(3)"—

Add

“or (3B)”.

Section 95P(7)(a)—

Repeal

“under section 95M to be a shareholder controller”
Substitute

« or taken to be approved, under section 95M to be a minority
shareholder controller or a majority shareholder controller (as
the case may be)”.

Section 95P(9), definition of specified shares, paragraph (b)—

Repeal

everything after “not”

Substitute
“include—

@i if the person is an unapproved shareholder
controller—any such shares held by the petson, or
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. 84.

any such associate or nominee, before the person
became an unapproved shareholder controller of the
company;

(i) if the person is a shareholder controller objected to
and the notice of objection is served under section
95N(3)—any such shares held by the person, or any
such associate or nominee, before the person
became a minority shareholder controller of the
company;

(iii)  if the person is a shareholder controller objected to
and the notice of objection is served under section
95N(3B)(a)—any such shares held by the person, or
any such associate or nominee, before the person
became a majority shareholder controller of the
company; or

(iv) if the person is a shareholder controller objected to
and the notice of objection is served under section

' 95N(3B)(b)—any such shares held by the person, or
any such associate or nominee, before the person -
became any shareholder controller of the
company.”. '

Section 95Q amended (sale of shares if shareholder controller

unapproved)
Section 95Q(2)(a)—

Repeal
“shareholder controller”
Substitute

“minority shareholder controller or a majority shareholder
controller (as the case may be)”.
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85. Section 95Y amended (determination of fit and proper) “(h) ifthe person is a body corporate-—its internal controls and
(1) Section 95Y(1)(H)— corporate governance.”.
Repeal a - 86. Section 95Z amended (conditions on approval)
“is a company” (1) Section 95Z, heading, after “approval”—
Substitute Add ' »
“is a body corporate”. “given under sections 95M and 95U,
(2) Section 95Y(1)(H)(D— "~ (2) Section 95Z(1)(a), Chinese text—
Repeal ' Repeal
“company” -2
Substitute (3) Section 95Z(2)(b), after “95L(2)"—
“body corporate”. Add
(3) Section 95Y(1)(f)(ii)— “or 950A(3), or Part 3 of Schedule 12”.
Repeal ‘ (4) Section 95Z(4)(b), English text, after “after”—
“company” , Add
Substitute “the”,
“body corporate”. 95T i
. s 87. Section 95ZB amended (effect of application under section 951 in
(4)  Section 95Y(1)(H()— relation to section 13B)( o
Repeal (1) * Section 95ZB(1)—
. and. ) Repeal
(5) Section 95Y(1)(g}— “This section applies”
Repeal the full stop Substitute
Substitute “Subsections (1B), (2) and (3) apply”.
; and”. | (2) Section 95ZB(1)(a)(i)—
(6) After section 95Y(1)(g)— Repeal
Add

“shareholder controller”
Substitute
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“minority shareholder controller”.
(3) Section 95ZB(1)(a)(ii), Chinese text—
Repeal
“g,
(4) Section 95ZB(1)(b)(i)—
Repeal
“controller (as defined by section 13B(1))”
Substitute
“minority shareholder controller”.
(5) Section 95ZB(1)(b)(ii)—
Repeal
everything after “13B(2)”
Substitute

“from becoming such a shareholder controller unless the person
is approved under section 13B(2B) to be such a shareholder
controller.”. .

(6) After section 95ZB(1)—
Add
“(1A) Subsections (1B), (2) and (3) apply if—
(a) on the one hand—

(i) a person will, as a result of certain acts or
circumstances, become a majority shareholder
controller of a designated insurance holding
company; and

(i) the person has made an application under
section 951(2) for an approval under section
95M for the person to be such a shareholder
controller; and
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(b) on the other hand—

(i) the person will also, as a result of the same acts
or circumstances, become a majority
shareholder controller of an authorized insurer
that is either the company itself or another
member of its supervised group; and

(ii) the person is prohibited under section 13B(2A)
from becoming such a shareholder controller

unless the person is approved under section
13B(2B) to be such a shareholder controller.

(1B) When the person makes the application mentioned in
subsection (1)(a)(ii) or (1A)(a)(ii), the person is taken to
have made an application under section 13B(2B)(a) for an
approval for the person to be—

(a) in the case of subsection (1)—a minority
shareholder controller of the authorized insurer; or

(b) in the case of subsection (1A)—a majority
shareholder controller of the authorized insurer.”.

(7) Section 95ZB(2)-—

Repeal

everything after “951(2)”

Substitute
“for an approval under section 95M for the person to be a
minority shareholder controller (in the case of subsection
(1)) or a majority shareholder controller (in the case of
subsection (1A)) of the designated insurance holding

company is approved, the person is taken to be approved
under section 13B(2B) to be—

(@) in the case of subsection (1)—a minority
shareholder controller of the authorized insurer; or
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88.

(b) in the case of subsection (1A)—a majority
shareholder controller of t1_1e authorized insurer.”,

(8) Section 95ZB(3)—
» Répeal
everything after “951(2)”
Substitute

“for an approval under section 95M for the person to be a
minority shareholder controller (in the case of subsection
(1)) or a majority shareholder controller (in the case of
subsection (1A)) of the designated insurance holding
company is rejected (rejection), the application under
section 13B(2B)(a) for an approval for the person to be—

(@) in the case of subsection (1)—a minority
shareholder controller of the authorized insurer; or

(b) in the case of subsection (1A)—a majority
shareholder controller of the authorized insurer,

is taken to be rejected under section 13B(2H) when the
notice of the rejection is given to the person under section
95M(4).”.

Section 95ZC amended (effect of application under section 95K
in relation to section 13B)
(1) Section 95ZC(1)—
Repeal
“This section applies”
Substitute
“Subsections (2), (3) and (4) apply”.
(2) Section 95ZC(1)(a)(i)—
Repeal
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“shareholder controller”
Substitute
“minority shareholder controller”.

(3) Section 95ZC(1)(b)(i)—
Repeal
“controller (as defined by section 13B(1))”
Substitute
“minority shareholder controller”.

(4) . Section 95ZC(1)(b)(ii), English text, after “so that”—
Add
“the”.

(5) After section 95ZC(1)—
Add

“(1A) Subsections (2), (3) and (4) apply if—
(a) onthe one hand—

(i) a person has, as a result of certain acts or
circumstances, become a majority shareholder
controller of a designated insurance holding
company in contravention of section 951(1A);
and

(ii) the person falls within section 95K(1) so that
the person is required to comply with section
95K(2); and

(b) onthe other hand—

(i) the person has also, as a result of the same acts

or circumstances, become a majority

shareholder controller of an authorized insurer
that- is either the company itself or another
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(6) Section 95ZC(3)—

@)

member of its supervised group in
contravention of section 13B(2A); and
(ii) the person falls within section 13B(3) so that

the person is required to comply with that
section.”.

Repeal

everything after “95K(2)”

Substitute
“for an approval under section 95M for the person to be a
minority shareholder controller (in the case of subsection
(1)) or a majority shareholder controller (in the case of
subsection (1A)) of the designated insurance holding

company is approved, the person is taken to be approved
under section 13B(2B) to be—

(8 in the case of subsection (1)—a minority
shareho_lder controller of the authorized insurer; or

(b) in the case of subsection (1A)—a majority
shareholder controller of the authorized insurer.”.

Section 95ZC(4)—
Repeal
everything after “95K(2)”

Substitute

“for an approval under section 95M for the person to be a
minority shareholder controller (in the case of subsection
(1)) or a majority shareholder controller (in the case of
subsection (1A)) of the designated insurance holding
company is rejected (rejection), the application under
section 13B(2B)(a) for an approval for the person to be—
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89.

90.

91.

(a) in the case of subsection (1)—a minority
shareholder controller of the authorized insurer; or

(b) in the case of subsection (1A)—a ‘majority
shareholder controller of the authorized insurer,

is taken to be rejected under section 13B(2H) when the
notice of the rejection is given to the person under section

95M(4).”.

Section 95ZP amended (power to require report) ‘
Section 95ZP(5)(a), Chinese text, before “Z{E"—
Add

ccz’%&‘”.

Section 95ZZ amended (defences in relation to offences under

section 95ZY)
Section 95Z2Z(2)(b)(i), Chinese text—
Repeal

cc,{ ”
7N

Substitute

IR
S

Section 95ZZE amended (power to conduct inspection)
Section 95ZZE(1)(b), Chinese text—

Repeal

“BHE T

Substitute

“ BARIB AR
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92. Section 122 amended (notification of cessation of place of
business in Hong Kong)
Section 122(1)—
Repeal
“an authorized insurer incorporated or formed outside Hong
Kong”
Substitute
“a non-HK insurer”.
93. Section 129 amended (Authority may make rules—general

provisions)

M

2)

€

Section 129(1)(c)—
Repeal

everything after “in any”
Substitute

“fund or sub-fund maintained by an authorized insurer under
this Ordinance;”.

After section 129(1)(c)—
Add

“(ca) provide for the manner in which the assets of any fund or

sub-fund maintained by an authorized insurer under this
Ordinance are to be held;

(cb) provide for the exemption of authorized insurers from the
application of section 15AAA(1)(c) or (d);”.

Section 129(1)(d)—
Repeal

111 1 5(1)”

Substitute
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94,

4

“15AAA(L)”.
After section 129(1)(d)}—
Add

“(da) provide for the exemption of authorized insurers or

insurance business from the application of section 25A;”.

Section 130 amended (relaxation of rules under section

129(1)(a))

(1) Section 130, heading—
Repeal
“rules under section 129(1)(a)”
Substitute

@

€)

©)

“certain rules”.
Section 130(1), after “129(1)(a)"—
Add

“, (b), (¢) or (ca), or any of the requirementsiprescribed by
virtue of section 10(2),”.

Section 130(2)—

Repeal |

“the reference in section 8(4) to rules made for this purpose”
Substitute

“a reference in this Ordinance to rules made under this
Ordinance”,

Section 130(3)—

Repeal

“made under section 129(1)(a)”
Substitute
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“or requirements”.
(5) Section 130(3)(b)}—
Repeal
“the rule has”
Substitute
“they have”.
95. Section 138 amended (amendment. of Schedules)
Section 138(2)—
Repeal paragraphs (b), (¢), (d), (e) and ().
96,  Section 140 added
After section 139—
Add

“140. Savings and transitional arrangements for Insurance

97.

(Amendment) Ordinance 2023

Schedule 12 provides for the savings and transitional
arrangements that relate to the Insurance (Amendment)
Ordinance 2023 (  0f2023).”,

Schedule 1 amended (classes of insurance business)
(1) Schedule 1—

Repeal :

“[ss. 2,3, 8, 10, 22,23, 50A”

Substitute

“[ss. 2, 3, 8,21B, 22, 25A”.
(2) Schedule 1—

Repeal

Insurance (Amendment) Bill 2023
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“138 & Sch. 37”7
Substitute
114 1 3 8]”"

98. Schedules 2 to 6 repealed
Schedules 2, 3, 4, 5 and 6—
Repeal the Schedules.

99. Schedule 8 amended (assets which qualify as assets in Hong
Kong)

(1) Schedule 8, Chinese text, heading—
Repeal
E
Substitute
cc%».

(2) Schedule 8, Chinese text, paragraph 1—
Repeal ' '
Substitute
AEEE"

100,  Schedule 9 amended (specified decisions)

(1) Schedule 9, Part 1, after item 3—

Adad '

“/ 3A. | Variation ofa Section 10(3)
requirement prescribed :
by virtue of section 10(2) .

(2) Schedule 9, Part 1, items 6 and 7—
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©))

Q)

&)

©)

@)

Repeal

“aﬁthorized insurer”

Substitute

“HK insurer or designated insurer”,

Schedule 9, Part 1, item 10—

Repeal

“or key”

Substitute

“, key”.

Schedule 9, Part 1, item 10, after “functions”—
Add

“or shareholder controller”.

Schedule 9, Part 1, item 11—

Repeal

“Objection toa person being proposed to become a”
Substitute '

“Refusal to approve a person to be a minority shareholder

controller or a majority shareholder”.
Schedule 9, Part 1, item 11—
Repeal

“13B(4)”

Substitute

“13B(2H)".

Schedule 9, Part 1, after item 11—
Add
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®)

€)

(10)

(1D

being a minority
shareholder controller of
an authorized insurer

Objection to a person Section’ 13BA(3)

11B.

being a majority
shareholder controller of
an authorized insurer

Objection to a person Section 13BA(4)(a)

11C.

being any shareholder
controller of an
authorized insurer

Objection to a person Section 13BA(4)(b)

Schedule 9, Part 1, item 13—

Repeal
“1 5(3D)”

Substitute
“I5AAAB®4Y”.
Schedule 9, Part 1, item 14—

Repeal
“1 5(3F)3!

Substitute

“15AABAQY)”.

Schedule 9, Part 1—

Repeal item 16.

Schedule 9, Part 1, item 24—

Repeal

“sections 27 to”
Substitute

kb
.
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“section 27, 28, 29, 30, 31, 32, 324, 33, 34 or”.
(12) Schedule 9, Chinese text, Part 3, item 2—
Repeal
“E,”'
(13) Schedule 9, Part 3, item 3, after “being a”—
Add
“minority”.
(14) Schedule 9, Part 3, after item 3—
Add

“3A. Objection to a person Section 95N(3B)(a)
being a majority
shareholder controller of
a designated insurance
holding company

3B. Objection to a person Section 95N(3B)(b)”.
being any shareholder
controller of a
designated insurance
holding company

(15) Schedule 9, Chinese text, Part 3, item 6—
Repeal
“E,”'
101.  Schedule 12 added

After Schedule 11—
Add

“Schedule 12

[ss. 13AF, 13BA, 13C,
15AA, 1SAABA, 95N,
957 & 140]

Savings and Transitional Arrangements for
Insurance (Amendment) Ordinance 2023

Part 1

Shareholder Controllers of Authorized Insurers

1. Imterpretation (Part 1 of Schedule 12)
In this Part—

Amendment Ordinance ( {{Z5T{&f5) ) means the Insurance
(Amendment) Ordinance 2023 (0 2023);

commencement date (‘B it H H) means the date on which
section 18 of the Amendment Ordinance comes into
operation;

Sormer (J5i75), when it appears in conjunction with a reference
fo a section, means that section of the pre-amended
Ordinance;

pre-amended Ordinance ( ( [& B {& | ) ) means this
Ordinance as in force immediately before the
commencement date.

2. Pre-existing shareholder controller of HK insurer

(1) Subsection (2) applies to a person if, immediately before
the commencement date—
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©)

Q)

®)

(a) the person has, alone or with an associate (as defined
by section 9(4)) or through a nominee, been entitled
to exercise, or control the exercise of, 15% or more
but less than 50%, of the voting power at a general
meeting of an HK insurer (other than a special
purpose insurer); and

(b) the conditions speciﬁed in subsection (5) have been
satisfied in relation to the person.

On the commencement date, the person is taken to be
approved under section 13B(2B) to be a minority
shareholder controller of the insurer,

Subsection (4) applies to a person if, immediately before
the commencement date—

(a) the person has, alone or with an associate (as defined
by section 9(4)) or through a nominee, been entitled

to exercise, or control the exercise of, 50% or more:

of the voting power at a general meeting of an HK
insurer (other than a special purpose insurer); and

(b) the conditions specified in subsection (5) have been
satisfied in relation to the person.

On the commencement date, the person is taken to be
approved under section 13B(2B) to be a ma301 ity
shareholder controller of the insurer.

For the purposes of subsections (1) and (3), the cond1t10ns
are that—

(a) a written notice under the former section 14(2) has
been delivered to the Authority in relation to the
person becoming a controller (as defined by the
former section 13B(1)) of the HK insurer;
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(b) . there is no objection under the former section
13B(4) to the person being such a controller in effect
under section 116; and

(c) the shares by virtue of which the person has become
such a controller are not subject to any restrictions
under section 13C(2).

3. Potential shareholder controller of HK insurer

(M

@

This section applies to a person if, immediately before the
commencement date—

(a) the person is not a controller (as defined by the
former section 13B(1)) of an HK insurer (other than
a special purpose insurer); but

(b) the conditions under the former section 13B(2)(a),
(ab) and (b) have been satisfied in relation to the
person.

On the first occasion, on or after the commencement date,
on which the person becomes any shareholder controller
of the HK insurer, the person is taken to be approved
under section 13B(2B) to be—

(a)  if the person becomes a minority shareholder
controller of the insurer on that occasion—a
minority shareholder controller of the insurer; or

(b) if the person becomes a majority shareholder
controller of the insurer on that occasion—a
majority shareholder controller of the insurer.

4. Pre-existing notice under former section 13B(2)(a)

(M

This section applies if, immediately before .the
commencement date—
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(a)., aperson has served a notice on the Authority under
the former section 13B(2)(a) in respect of an HK
insurer (other than a special purpose insurer);

(b) a prescribed fee has been paid under the former
section 13B(2)(ab); and

(c) the condition under the former section 13B(2)(b) has
not been satisfied in relation to the person.

Subject to subsection (3), if the Authority has served a
preliminary notice of objection under the former section
13B(4) on the person immediately before the
commencement date, the Authority is to continue to deal
with the objection in accordance with the pre-amended
Ordinance as if the Amendment Ordinance had not been
enacted. ’

If, on or after the commencement date, the objection
mentioned in subsection (2) takes effect under section
116, the objection is taken to be a refusal under section
13B(2H) to approve the person to be—

(a) if the person intends to become a controller (as
defined by the former section 13B(1)) that is
equivalent to a minority shareholder controller of
the HK insurer—a minority shareholder controller
of the insurer; or

(b) if the person intends to become a controller (as
defined by the former section 13B(1)) that is
equivalent to a majority shareholder controller of the
HK insurer—a majority shareholder controller of
the insurer. ‘

Subject to subsections (5), (6) and (7), if the Authority has
not served a notice of objection under the former section
13B(4) on the person (relevant person) immediately
before the commencement date, the Authority is to
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continue to deal with the notice mentioned in subsection
(1)(a) in accordance with the pre-amended Ordinance as
if the Amendment Ordinance had not been enacted,

Subsection (6) applies if the condition under the former
section 13B(2)(b) becomes satisfied in relation to the
relevant person at any time on or after the commencement
date.

On the first occasion, after the time mentioned in
subsection (5), on which the relevant person becomes any
shareholder controller of the HK insurer, the person is
taken to be approved under section 13B(2B) to be—

(a) if the person becomes a minority shareholder
controller of the insurer on that occasion—a
minority shareholder controller of the insurer; or

- (b) if the person becomes a majority shareholder

controller of the insurer on that occasion—a
majority shareholder controller of the insurer,

If the condition under the former section 13B(2)(b) cannot
be satisfied in relation to the relevant person because of a
notice of objection served on the relevant person under
the former section 13B(4) on or after the commencement
date by virtue of subsection (4), the notice of objection is
taken to be a notice under section 13B(2H) to refuse to
approve the person to be—

(a) if the person intends to become a controller that is .
equivalent to a minority shareholder controller of
the HK insurer—a minority shareholder controller
of the insurer; or

(b) if the person intends to become a controiler that is
equivalent to a majority shareholder controller of the
HK insurer—a majority shareholder controller of
the insurer,
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S. Pre-existing objection to shareholder controller of HK 6. Pre-existing restrictions and outstanding applications

insurer
(1) This section applies if—
(a) immediately before the commencement date—

(i) the Authority has served on a person a
preliminary notice of objection under the
former section 13B(4) to object to the person
being a controller (as defined by the former
section 13B(1)) of an HK insurer; and

(ii) the objection under the former section 13B(4)
has not taken effect under section 116; and

(b) the preliminary notice of objection is not a notice in
relation to which section 4(2) of this Schedule
applies.

(2) Subjectto subsection (3), on and after the commencement
date, the Authority is to continue to deal with the
objection in accordance with the pre-amended Ordinance
as if the Amendment Ordinance had not been enacted.

(3) Ifthe objection takes effect under section 116 on or after
- the commencement date, the objection is taken to be—

(a) if the person is a minority shareholder controller of
an HK insurer—a refusal to approve the person to
be a minority shareholder controller of the insurer
under section 13B(2H); or

(b) if the person is a majority shareholdelj controller of
an HK insurer—a refusal to approve the person to
be a majority shareholder controller of the insurer
under section 13B(2H).

under former section 13C

(1) If, immediately before the commencement date, the
Authority has served a notice under section 13C(2) on a
person to direct any shares to be subject to any restrictions
mentioned in that section, the former section 13C
continues to apply in relation to the restrictions as if the
Amendment Ordinance had not been enacted.

(2) If, immediately before the commencement date, the
Authority has applied for an order under section 13C(5)
or (8) in relation to any shares, the former section 13C
continues to apply in relation to the application and any .
order made under section 13C(5) or (8) as if the
Amendment Ordinance had not been enacted.

Part2

Actuaries of Authorized Insurers

Interpretation (Part 2 of Schedule 12)
In this Part— '

Amendment Ordinance ( {{B5T{%&f) ) means the Insurance
(Amendment) Ordinance 2023 ( 0£2023);

commencement date (‘Fjiti H HH) means the date on which
section 24 of the Amendment Ordinance comes into
operation; ,

Sformer (), when it appears in conjunction with a reference
to a section, means that section of the pre-amended
Ordinance;
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pre-amended Ordinance ( { J& B & # ) ) means this
Ordinance as in force immediately before the
commencement date,

8. Pre-existing actuary of authorized insurer carrying on long
term business
(1) This section applies if, immediately before the
commencement date, a person is an actuary appointed by
an authorized insurer under the former section 15(1)(b) in
compliance with the former section 15(3A).

(2) On and after the commencement date, the person
mentioned in subsection (1)—
(a) continues to be the authorized insurer’s actuary
without the need for—
(i) ‘afresh appointment under section 1SAAA(1);
or v "
(i) a fresh approval under section 1SAAAB(2);
and

(b) is taken to be appointed by the insurer under the
relevant provision.

(3) Insubsection (2)—

relevant provision (B FE{%30), in relation to an authorized
insurer, means—
(@ if the insurer is one described in section
21B(1)—section 15AAA(1)(a); or

(b) if the insurer is one described in section 21B(4) or
(7)—section 15AAA(1)(b).
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9.

10.

Approval of appointment of person as actuary of
authorized insurer

(1) This section applies in relation to a person if, immediately
before the commencement date— :

(a) an‘approval of the person’s appointment as an
actuary of an authorized insurer under the former
section 15(3B) is in effect; but

(b) the person is not appointed as an actuary by the
insurer under the former section 15(1)(b).

(2) On the commencement date, the approval under the
former section 15(3B) is taken to be an approval under
section ISAAAB(2).

Outstanding application for approval of appointment of
actuary of authorized insurer ‘

(1) If, immediately before the commencement date—

(a) an authorized insurer has made an application under
the former section 15(3B)(a) for an approval of a
person’s appointment as an actuary of the authorized
insurer; and

(b) the application has not been determined,

subject to subsections (2) and (3), on and after that date,
the Authority is to determine the application in
accordance with the pre-amended Ordinance as if the
Amendment Ordinance had not been enacted.

(2) If the Authority approves the application in accordance
with the pre-amended Ordinance under subsection (1), the
appointment is taken to be approved under section
15AAAB(Q2). ‘

(3) Ifthe Authority rejects the application in accordance with
the pre-amended Ordinance under subsection (1), the
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rejection is taken to be a refusal to approve the person’s
appointment as an actuary of the authorized insurer under
section 15AAAB(4).

11. Pre-existing refusﬁl of approval of actuary of authorized

12.

insurer

(1) This section applies if, immediately before the
commencement date—

(a) the Authority has given a notice of refusal to
approve a person’s appointment as an actuary of an
authorized insurer under the former section 15(3D);
and

(b) the refusal under that section has not taken effect
under section 116.

(2) Subjectto subsection (3), on and after the commencement
date, the Authority is to continue to deal with the refusal
in accordance with the pre-amended Ordinance as if the
Amendment Ordinance had not been enacted.

(3) Ifthe refusal takes effect under section 116 on or after the
commencement date, the refusal is taken to be a refusal to
approve the person’s appointment as an actuary of the
authorized insurer under section ISAAAB(4).

Pre-existing revocation of approval of appointment of
actuary of authorized insurer

(1) This section applies if, immediately before the
commencement date— :

(a) the Authority has served a notice of revocation of
the approval of a person’s appointment as an actuary
of an authorized insurer on the insurer and the
person under the former section 15(3F); and
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13.

(b) ‘the revocation under that section has not taken effect
under section 116.

(2) Subject to subsection (3), on and after the commencement
date, the Authority is to continue to deal with the
revocation in accordance with the pre-amended
Ordinance as if the Amendment Ordinance had not been
enacted.

(3) Ifthe revocation takes effect under section 116 on or after
the commencement date, the revocation is taken to be a
tevocation of the approval of the person’s appointment as
an actuary of the authorized insurer under section
15AABA(1).

Pre-existing objection to appointment of actuary of
authorized insurer

"(1) This section applies if, immediately before the

commencement date—

(a) the Authority has served a notice of objection to a
person’s appointment as an actuary of an authorized
insurer on the insurer and the person under the
former section 15B(2A); and

(b) the objection under that section has not taken effect
under section 116. - "

(2) Subject to subsection (3), on and after the commencement
date, the Authority is to continue to deal with the
objection in accordance with the pre-amended Ordinance
as if the Amendment Ordinance had not been enacted.

(3) Ifthe objection takes effect under section 116 on or after
the commencement date, the objection is taken to be a
revocation of the approval of the person’s appointment as
an actuary of the authorized insurer under section
15AABA(1).
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Part3

Shareholder Controllers of Designated Insurance

14.

15.

Holding Company

Interpretation (Part 3 of Schedule 12)
In this Part—

Amendment Ordinance ( {{SE]1&f) ) means the Insurance
(Amendment) Ordinance 2023 ( 0f2023);

commencement date (B it H #f) means the date on which
section 79 of the Amendment Ordinance comes into
operation;

Sformer (J&7), when it appears in conjunction with a reference
to a section, means that section of the pre-amended
Ordinance;

pre-amended Ordinance ( ( J& H % #] ) ) means this
Ordinance as in force immediately before the
commencement date.

Approval for shareholder controller of designated
insurance holding company

(1) Subsection (2) applies to a person who, immediately
before the commencement date—

(a) alone or with an associate (as defined by the former
section 95A(1)) or through a nominee, has been
entitled to exercise, or control the exercise of, 15%
or more but less than 50%, of the voting power at a
general meeting of a designated insurance holding
company; and

(b) has been approved, or taken to be approved, under
the former section 95M to be a shareholder
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controller (as defined by the former section 95A(1))
of the company.

(2) On the commencement date, the person is taken to be
approved under section 95M to be a minority shareholder
controller of the company.

(3) Subsection (4) applies to a person who, immediately
before the commencement date—

(a) alone or with an associate (as defined by the former
section 95A(1)) or through a nominee, has been
entitled to exercise, or control the exercise of, 50%
or more of the voting power at a general meeting of
a designated insurance holding company; and

(b) has been approved, or taken to be approved, under
the former section 95M to be a shareholder
controller (as defined by the former section 95A(1))
of the company.

(4) On the commencement date, the person is taken to be
approved under section 95M to be a majority shareholder
controller of the company.

(5) However, subsection (2) or (4) does not apply to a person
if, immediately before the commencement date—

(a) the Authority has served a notice under the former
section 95N(3) on the person objecting to the person
being a shareholder controller (as defined by the
former section 95A(1)) of the designated insurance
holding company concerned; and

(b) the objection has taken effect under section 116.
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16. Potential shareholder controller of designated insurance
holding company

(0

@

This section applies to a person if, immediately before the
commencement date, the person—

(@) is not a shareholder controller (as defined by the
former section 95A(1)) of a designated insurance
holding company; but

(b) has been approved, or taken to be approved, under
the former section 95M to be a shareholder
controller (as defined by the former section 95A(1))
of the company.

On the first occasion, on or after the commencement date,
on which the person becomes any shareholder contro]ler
of the designated insurance holding company, the person
is taken to be approved under section 95M to be—

 (a) if the person becomes a minority shareholder -

controller of the company on that occasion—a
minority shareholder controller of the company; or

(b) if the person becomes a majority shareholder
controller of the company on that occasion—a
majority shareholder controller of the company.

17. Outstanding application for approval of shareholder
controller of designated insurance holding company

ey

If, immediately before the commencement date—

(a) a person has made an application under the former
section 951(2), 95K(2) or 95L(5) for an approval
under the former section 95M to be a shareholder
controller (as defined by the former section 95A(1))
of a designated insurance holding company; and

(b) the application has not been determined,
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@

€)

subject to subsections (2) and (3), on and after that date,

~the Authority is to determine the application in

accordance with the pre-amended Ordinance as if the
Amendment Ordinance had not been enacted.

If the Authority approves the application in accordance
with the pre-amended Ordinance under subsection (1), the
approval is taken to be an approval under section 95M(1)
for the person to be— '

(a) if the person is or intends to become a shareholder
controller (as defined by the former section 95A(1))
that is equivalent to a minority shareholder
controller of the designated  insurance holding
company—a minority shareholder controller of the
company; or '

(b) if the person is or intends to become a shareholder
controller (as defined by the former section 95A(1))
that is equivalent to a majority shareholder
controller of the designated insurance holding
company—a majority shareholder controller of the
company.

If the Authority rejects the application in accordance with

_the pre-amended Ordinance under subsection (1), the

rejection is taken to be a refusal under section 95M(4) to
approve the person to be—

(a) if the person is or intends to become a shareholder
controller (as defined by the former section 95A(1))
that is equivalent to a minority shareholder
controller of the designated insurance holding
company—a minority shareholder controller of the
company; or

(b) if the person is or intends to become a shareholder
controller (as defined by the former section 95A(1))
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that is equivalent to a majority shareholder
controller of the designated insurance holding
company—a majority shareholder controller of the
company. '

18, Pre-existing objection to shareholder controller of
designated insurance holding company

(1) This section applies if, immediately before the
commencement date—

(a) the Authority has served a notice of objection to a
person being a shareholder controller (as defined by
the former section 95A(1)) of a designated insurance
holding company on the person under the former
section 95N(3); and

(b) the objection under that section has not taken effect
under section 116. -

(2) Subjectto subsection (3), on and after the commencement
date, the Authority is to continue to deal with the
objection in accordance with the pre-amended Ordinance
as if the Amendment Ordinance had not been enacted.

(3) Ifthe objection takes effect under section 116 on or after
the commencement date, the objection is taken to be—

(a) if the person is a minority shareholder controller of
the company—an objection to the person being a
minority shareholder controller of the company
under section 95N(3); or

(b) if the person is a majority shareholder controller of
the company—an objection to the person being any
shareholder controller of the company under section
95N(3B)(b).

‘ Insurance (Amendment) Bill 2023
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Part 4

Review of Pre-existing Decisions

19. Interpretation (Part 4 of Schedule 12)
In this Part—

Amendment Ordinance ( {({Z5T{5%]) ) means the Insurance
(Amendment) Ordinance 2023 (  0f 2023);

commencement date (5} H Hi)—

(a) inrelation to a matter falling within paragraph (a) of
the definition of pre-existing decision—means the
date on which section 18 of the Amendment
Ordinance comes into operation;

(b) inrelation to a matter falling within paragraph (b), (c) or
(d) of the definition of pre-existing decision—means
the date on which section 24 of the Amendment
Ordinance comes into operation; or

(c) inrelation to a matter falling within paragraph (e) or
() of the definition of pre-existing decision—means
the date on which section 79 of the Amendment
Ordinance comes into operation;

Sormer (J&7), when it appears in conjunction with a reference
to a section, means that section of the pre-amended
Ordinance;

pre-amended Ordinance ( {( [R B & | ) ) means this
- Ordinance as in force immediately before the
commencement date;

pre-existing decision (JFH HE) means any of the following
specified  decisions taking place before the
commencement date— :
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(a) an objection to a person becoming or being a
controller (as defined by the former section 13B(1))
of an authorized insurer under the former section

13B(4);

(b) arefusal to approve the appointment of a person as
an actuary of an authorized insurer under the former
section 15(3D);

(c) arevocation of the approval of the appointment of a
person as an actuary of an authorized insurer under
the former section 15(3F);

(d) an objection to the appointment of a pefson as an
actuary of an authorized insurer under the former
section 15B(2A);

(e) a refusal to approve a person to be a shareholder
controller of a designated insurance holding
company under the former section 95M(4); -

(f) an objection to a person being a shareholder
controller of a designated insurance holding
company under the former section 95N(3).

20. Application for review not made before commencement

(1) If, immediately before the commencement date—

(a) a person has not exercised the right to apply to the
Tribunal for a review of a pre-existing decision
under section 100; and '

(b) the period for exercising the right has not ended,

on and after the commencement date, the person may
continue to exercise the right as if the Amendment
Ordinance had not been enacted.
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21.

22,

@

If the person exercises the right to apply to the Tribunal
for a review under subsection (1), the Tribunal is to deal
with the review as if the Amendment Ordinance had not

- been enacted.

Review not yet determined before commencement date

M

@

This section applies if, immediately before the

commencement date—

(a) ‘an application for review of a pre-existing decision
has been made to the Tribunal under section 100; but

(b) the review has not yet been determined under
section 101.

On and after the commencement date, the Tribunal is to
continue to deal with the review as if the Amendment
Ordinance had not been enacted.

Determination of review on or after commencement date

M

@)

€)

This section applies in relation to a review of a pre-
existing decision determined by the Tribunal on or after
the commencement date under section 101 by virtue of
section 20 or 21 of this Schedule.

If the Tribunal varies, or substitutes another decision for,
the pre-existing decision, section 101(3)(a), (b) and (c)
applies to the decision as varied or substituted as if—

(a) the review in question mentioned in section
101(3)(a) had been a review of the equivalent
decision of the pre-existing decision; and

(b) the decision mentioned in section 101(3)(b) and (c)
had been the equivalent decision of the pre-existing
decision,

In subsection (2)—
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equivalent decision (R RE)—

(@

(b)

©

(d

in relation to a matter falling within paragraph (a) of
the definition of pre-existing decision in section 19
of this Schedule—

(i) if the person is or intends to become a
controller (as defined by the former section
13B(1)) that is equivalent to a minority
shareholder controller of the authorized
insurer—means a refusal to approve the person
to be a minority shareholder controller of the
insurer under section 13B(2H); or

(ii) if the person is or intends to become a
controller (as defined by the former section
13B(1)) that is equivalent to a majority
shareholder controller of the authorized
insurer—means a refusal to approve the person
to be a majority shareholder controller of the
insurer under section 13B(2H);

in relation to a matter falling within paragraph (b) of
the definition of pre-existing decision in section 19
of this Schedule—means a refusal to approve the
person’s appointment as an actuary of the authorized
insurer under section 15SAAAB(4);

in relation to a matter falling within paragraph (c) of
the definition of pre-existing decision in section 19
of this Schedule—means a revocation of the
approval of the person’s appointment as an actuaty
of the authorized insurer under section 15AABA(1);
in relation to a matter falling within paragraph (d) of
the definition of pre-existing decision in section 19
of this Schedule—means a revocation of the
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(€)

®

approval of the person’s appointment as an actuary
of the authorized insurer under section 15AABA(1);

in relation to a matter falling within paragraph (e) of
the definition of pre-existing decision in section 19
of this Schedule—

(i) if the person is or intends to become a
shareholder controller (as defined by the former
section 95A(1)) that is equivalent to a minority
shareholder controller of the designated
insurance holding company—means a refusal
to approve the person to be a minority
shareholder controller of the company under
section 95M(4); or

(i) if the person is or intends to become a
shareholder controller (as defined by the former
section 95A(1)) that is equivalent to a majority
shareholder controller of the designated
insurance holding company—means a refusal
to approve the person to be a majority
shareholder controller of the company under
section 95M(4); or

in relation to a matter falling within paragraph (f) of
the definition of pre-existing decision in section 19
of this Schedule—

(i) if the person is a minority shareholder
controller of the designated insurance holding
company—means an objection to the person
being a minority shareholder controller of the
company under section 95N(3); or

(i) if the person is a majority shareholder .
controller of the designated insurance holding
company—means an objection to the person



Part 2

Insurance {Amendment) Bill 2023

175

Clause 101

being any shareholder controller of the
company under section 9SN(3B)(b).”.
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Part 3

Related Amendments to Inland Revenue Ordinance
(Cap. 112)

102.  Section 22D added |
Part 4, Division 11, Subdivision 1, before section 23—
Add

“22D. Interpretation of Subdivision 1 of Division 11 of Part 4
In this Subdivision—
Cap. 41 ( {#5 41 Z) ) means the Insurance Ordinance (Cap.
41),

Cap. 41 amendment date ( {5 41 Z) {Z5THHH) means the
commencement date of section 11 of the Insurance
(Amendment) Ordinance 2023 (  0f2023);

life insurance business (A\ERIHZETS) means the business of
any of the following classes specified in Part 2 of
Schedule 1 to Cap. 41—

(a) class A (life and annuity);
(b) class B (marriage and birth);
(¢) class C (linked long term);
(d) classE (tontines),
life insurance fund (\ZE{RIHHESE) means—

(a) if the corporation maintains only 1 separate fund
relating to its life insurance business—that fund; or

_ (b) ifthe corporation maintains 2 or more separate funds
relating to its life insurance business—the aggregate
of the funds;
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non-life long term insurance business FEAESEHIRIEE
75) means the business of any of the following classes
specified in Part 2 of Schedule 1 to Cap. 41—

(@
(b)
©

class D (permanent health);
class F (capital redemption);

class I (retirement scheme management category
110);

non-life long term insurance fund (JEASEIRIGES)

means—

(@

®

if the corporation maintains only 1 separate fund
relating to its non-life long term insurance
business—that fund; or :

if the corporation maintains 2 or more separate funds

relating to its non-life long term insurance
business-—the aggregate of the funds;

report ($55) means—

(@)

(®)

an abstract of the latest report of the actuary
submitted to the Insurance Authority under section
18 of Cap. 41 (as in force before the Cap. 41
amendment date); or '

all of the latest statements, reports and information
that—

(i) relate to all the funds maintained under Part IV

of Cap. 41 (as in force on and after the Cap. 41

amendment date); and

(ii) are submitted to the Insurance Authority
annually under a requirement prescribed by
rules made under section 129 of Cap. 41 by
virtue of section 17 of Cap. 41 (as in force.on
and after the Cap. 41 amendment date);
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separate fund (17 F:<) means a fund maintained separately
under Patt IV of Cap. 41.”.
103.  Section 23 amended (ascertainment of assessable profits of life

insurance corporations)

)

@

€))

O

®

Section 23, heading—
Repeal

“of life insurance corporations”
Substitute

“; life insurance business”.
Section 23(1)—*

Repeal

“the business of life insurance, shall”
Substitute ‘
“its life insurance business”.
Section 23(1)(a)— .

Repeal '

“be deemed”

Substitute

“are deemed”.

Section 23(1)(b)—

Repeal

“be that”

Substitute

“are that”,

Section 23(1)(b)—

Repeal



Part 3
Clause 103

Insurance (Amendment) Bill 2023

©

M

(8

©)

“ascertained in accordance with the provisions of subsections
(2) to (7) deemed to arise in the basis period for that year less
any dividend received which is required to be excluded by

virtue of section 26(a):”
Substitute |

“deemed to arise in the basis period for that year, as ascertained
in accordance with subsections (4), (4A), (4B), (5) and (7), less
any receipt or income received by or accrued to the corporation
that is not chargeable to tax or is required to be excluded under

this Part:”,
Section 23(1)(b), proviso (i)—
Repeal

“shall be irrevocable and in addition shall be deemed to apply”

Substitute
“is irrevocable and applies™.

Section 23(1)(b), English text, proviso (ii)—

Repeal

“shall”

Substitute

“are to”,

Section 23(2), English text—
Repeal

“shall”

" Substitute

“must”,

Section 23(2)—
Repeal

everything after “latest”
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Clause 103

e

(10)

(11)

(12)

Substitute

“report.”.

Section 233)—

Repeal

“shall be effective only if the actuarial”
Substitute

“is effective only if the”.
Section 23(3), English text—
Repeal

“shall be lawful”

Substitute

“is lawful”.

Section 23—

Repeal subsection (4)
Substitute

“(4) If any separate fund constituting, or forming part of, the
life insurance fund is maintained for life insurance
business only, the surplus in respect of that separate fund
is ascertained in accoirdance with the following formula—

A-B+C-D
where: A means the value of the separate fund at the
end of the period in respect of which the
report is made (reporting period);

B means the estimated liability of the
corporation on the separate fund at the end
of the reporting period;

C any loss or expenditure that is debited to the
separate fund during the reporting period
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and is incurred by a subsidiary of the
corporation;

D any receipt or income that is credited to the
separate fund during the reporting period
and is received by or accrued to a subsidiary
of the corporation.

(4A) If any separate fund constituting, or forming part of, the

life insurance fund is maintained for both life insurance
business and non-life long term insurance business, the
surplus in respect of that separate fund that is deemed to
be arising in or derived from the life insurance business is
the amount that bears the following ratio to the amount

calculated in accordance with the formula specified in

subsection (4)—
A

B

where: A means the total amount of the premiums
from life insurance business to which the
separate fund relates accrued to the separate
fund during the basis period for the year of
assessment;

B means. the total amount of the premiums
from any life insurance business and non-
life long term insurance business to which
the separate fund relates accrued to the
separate fund during the basis period for the
year of assessment.,

(4B) The adjusted surplus is to be ascertained by—

(a) adding to the surplus of the separate fund
constituting, or the total amount of surplus of all
separate funds each of which forms part of, the life

insurance fund ascertained in accordance with
subsections (4) and (4A) (relevant surplus)—

M

(i)

(iif)

(iv)

W)

any deficit in respect of a period, that is prior
to the period in respect of which the report is
made (reporting period), where the deficit is
included in the report to the extent to which the
deficit has been sustained in the life insurance
business carried on by the corporation;

any outgoing or expense charged against the
life insurance fund in the report which is not
such that it would be allowed as a deduction in
ascertaining assessable profits under section
16 to the extent to which the outgoing or
expense is incurred in the production of the
relevant surplus;

any expense disbursement or loss charged
against the life insurance fund in the report
which is such that it would not be allowed as a
deduction in ascertaining assessable profits
under section 17 to the extent to which the
disbursement or loss is incurred in the
production of the relevant surplus;

any income or profits of the corporation that
arise from the life insurance business in the
reporting period and are not credited to the life
insurance fund in the report;

any appropriations of profits .or transfers to
reserve charged against the life insurance fund
during the reporting period (other than
appropriations or transfers to policy holders in
their capacity as such) to the extent to which
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(vi)

the appropriations or transfers relate to the life
insurance business; and

the amount of a balancing charge directed to
be made under Part 6 to the extent to which the
relevant assets are used in the production of the
relevant surplus; and

(b) deducting from the relevant surplus—

o)

(if)

(i)

(iv)

any surplus in respect of a period prior to the
reporting period where the surplus has been
retained in the life insurance fund in the report
to the extent to which the surplus has arisen
from the life insurance business carried on by
the corporation;

any appropriations or transfers to policy
holders in their capacity as such, effected
during the reporting period where the
appropriations or transfers have not been
charged against the life insurance fund in the
report to the extent to which the appropriations
ot ftransfers relate to the life insurance
business;

any outgoing or expense not charged against
the life insurance fund during the reporting
period which is such that it would be allowed
as a deduction in ascertaining assessable
profits under section 16 to the extent to which
the outgoing or expense is incurred in the
production of the relevant surplus;

any receipt of a capital nature, or transfer from
reserve, credited to the life insurance fund
during the reporting period to the extent to
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which the receipt or transfer relates to the life
insurance business; and
(v)' the allowances provided by Part 6 to the extent
to which the relevant assets are used in the
production of the relevant surplus.”.
(13) Section 23—
Repeal subsection (5)
Substitute
“(5) The part of adjusted surplus that is deemed to be the
profits arising in or derived from Hong Kong from the life
insurance business is the amount that bears the following
ratio to the adjusted surplus ascertained in accordance
with subsection (4B)— :
A
B
where: A means the total amount of the premiums
from life insurance business in Hong Kong
to which the life insurance fund relates
accrued to the corporation during the basis
period for the year of assessment;

B means the total amount of the premiums
from life insurance business to which the
life insurance fund relates accrued to the
corporation during the basis period for the
year of assessment.”.

(14) Section 23—
Repeal subsection (6).
(15)  Section 23(7)—

Repeal
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(16)

(17)

(15)

(19)

(20)

@

“the foregoing provisions shall be”
Substitute.

“subsections (4), (4A), (4B) and (5) is”.
Section 23(7)—

Repeal

“actuarial” (wherever appearing).
Section 23(8)(a)—

Repeal

“subsection (4)”

Substitute

“subsections (4), (4A) and (4B)”.
Section 23(8)(a)—

Repeal

“shall be”

Substitute

“is”,

Section 23(8)(a), after “loss”—
Add

“atiributable to activities in Hong Kong”.

Section 23(8)(a)—
Repeal '
“actuarial”,

Section 23(8)(b)}—
Repeal .

“the provisions of subsections (5) and (6) shall apply”

Substitute
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22)

(23)

24

(25)

(26)

@7

28)

“subsection (5) applies”.

Section 23(8)(c)—

Repeal

“shall be”

Substitute

“is”,

Section 23(8)(c)—

Repeal

“actuarial” (wherever appearing).

Section 23(9), definition of premiums from life insurance
business in Hong Kong, paragraph (a), after “premiums”—

Add
“from life insurance business”.

Section 23(9), definition of premiums from life insurance
business in Hong Kong, paragraph (b), after “all premiums”—

Add
“from life insurance business”.

Section 23(9), definition of premiums from life insurance
business in Hong Kong, proviso—

Repeal the full stop

Substitute a semicolon.

Section 23(9)-—

(a) ~ definition of actuarial report;

(b) definition of life insurance business—
Repeal the definitions.

Section 23(9)—

Add in alphabetical order
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“subsidiary ([f{/B/\E]) has the meaning given by section 15
of the Companies Ordinance (Cap, 622) for the purposes
of that Ordinance.”..

104, Sections 23AAA to 23AAAE added
After section 23—

“23AAA.

Add

Ascertainment of assessable profits: non-life long term

insurance business

(1) The assessable profits for any year of assessment of a
corporation, whether mutual or proprietary, from its non-
life long term insurance business, are that part of the
adjusted surplus deemed to arise in the basis period for
that year, as ascertained in accordance with section 23(4),
(4A), (4B), (5) and (7) (as applied and modified under
subsection (2)).

(2) Section 23(4), (4A), (4B), (5), (7), (8) and (9) applies in
relation to the non-life long term insurance business as

Y
(a) areference in that section to life insurance business
were a reference to non-life long term insurance
business; '

(b) a reference in that section to non-life long term
insurance business were a reference to life insurance
business; and

(¢) a reference in that section to life insurance fund
were a reference to non-life long term insurance
fund.,

(3) A corporation that carries on any non-life long term
insurance business in or from Hong Kong must submit to
the Commissioner a certified true copy of the latest report.
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23AAAB. Adjustment to assessable profits due to change in insurance

capital requirements: interpretation
(1) In this section and sections 23AAAD and 23AAAE—

Cap. 41E ( (5 41EE) ) means the Insurance (Determination
of Long Term Liabilities) Rules (Cap. 41 sub. leg. E);

material date (Bf#& H Hj), in relation to a corporation, means—

(a) if the application of Cap. 41E to the corporation is
relaxed under section 130 of Cap. 41 before the Cap.-
41 amendment date so as to allow the corporation to
maintain its capital levels in accordance with a risk-
based capital framework—the date on which the
relaxation takes effect; or

(b) otherwise—the Cap. 41 amendment date; °

net asset value (F&#E(E), in relation to a fund, means the
value of the fund less the estimated liability of the
corporation on the fund;

new separate fund (373 17.254:) means a separate fund
maintained on the material date relating to any life
insurance business or non-life long term insurance
business;

pre-existing fund (SCEIEEE)—
(a) inrelation to any new separate fund constituting, or
forming part of, the life insurance fund, means—

() if, immediately before the material date, the
corporation has maintained only 1 separate
fund for the life insurance business to which
the new separate fund relates—that 1 separate
fund; or

(ii) if, immediately before the material date, the
corporation has maintained 2 or more separate
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funds for the life insurance business to which
the new separate fund relates—the aggregate
of those 2 or more separate funds; or

(b) in relation to any new separate fund constituting, or
forming part of, the non-life long term insurance
fund, means—

®

(if)

if, immediately before the material date, the
corporation has maintained. only 1 separate
fund for the non-life long term insurance
business to which the new separate fund
relates—that 1 separate fund; or

if, immediately before the material date, the
corporation has maintained 2 or more separate
funds for the non-life long term insurance
business to which the new separate fund
relates—the aggregate of those 2 or more
separate funds;

premiums fiom non-life long term insurance business in
Hong Kong (RRETHZEIEAZRIRERIEAE
HIPRE ) —

(a) includes—

®

(if)

all premiums from non-life long term
insurance business received or receivable in
Hong Kong from both residents and non-
residents; and

all premiums from non-life long term
insurance business receivable outside Hong
Kong from residents of Hong Kong where
such premiums are in respect of policies the

proposals for which were received by the

corporation in Hong Kong; but
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23AAAC.

(b) does not include any premiums returned to the
insured and any corresponding premiums pald on
reinsurance.

(2) For the purposes of sections 23AAAC, 23AAAD and
23AAAE, if the material date for a corporation falls
within the basis period of the corporation for a year of
assessment, that year of assessment is the corporation’s
material year of assessment.

Adjustment to assessable profits due to change in insurance
capital requirements: election

(1) Subject to subsections (3) and (4) and despite sections
23(1) and 23AAA(1)—

(@

(b)

if, for the material year of assessment of a
corporation, an election under section 23(1)(b) is
effective in relation to the corporation—

)

(i)

if the corporation carries on life insurance
business (but not non-life long term insurance
business) in Hong Kong in the basis period for
its material year of assessment—the
corporation may elect in writing that section
23AAAD applies to the corporation; or

if the corporation carries on both life insurance
business and non-life long term insurance
business in Hong Kong in the basis period for
its material year of assessment—the
corporation may elect in writing that sections
23AAAD and 23AAAE apply to the
corporation; or

if, for the material year of assessment of a
corporation, no election under section 23(1)(b) is
effective in relation to the corporation, and the
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corporation carries on non-life long term insurance
business in Hong Kong in the basis period for its
material year of assessment—the corporation may
elect in writing that section 23AAAE applies to the
corporation.
(2) - An election made under subsection (1){a)(i) or (ii) or (b)
is irrevocable. »
(3) If a corporation that makes an election under subsection
(1)(a)(i) or (ii) no longer carries on life insurance business
in Hong Kong as at the end of the basis period for its
material year of assessment—
(a) for an election under subsection (1)(a)(i)—the
election has no effect; or
(b) for an election under subsection (1)(a)(ii)—the
election has no effect to the extent that it relates to
the application of section 23AAAD.
(4) If a corporation that makes an election under subsection
(1)(a)(ii) or (b) no longer carries on non-life long term
insurance business in Hong Kong as at the end of the basis
period for its material year of assessment—
(a) for an election under subsection (1)(a)(ii)—the
-election has no effect to the extent that it relates to
the application of section 23AAAE; or
(b) foran election under subsection (1)(b)—the election
has no effect.
23AAAD. Adjustment to assessable profits due to chénge in insurance

capital requirements: life insurance business

4y

The assessable profits of a corporation from its life
insurance business for its material year of assessment are
ascertained by deducting four-fifths of the specified
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@

€)

Q)

amount from the assessable profits as ascertained in
accordance with section 23(4), (4A), (4B), (5) and (7) for
that year of assessment.

Subject to subsection (3), the assessable profits of the
corporation from its life insurance business for each of the
4 consecutive years of assessment next following its
material year of assessment are ascertained by adding
one-fifth of the specified amount to the assessable profits
as ascertained in accordance with section 23(4), (4A),
(4B), (5) and (7) for the year of assessment concerned.

If the corporation ceases to carry on life insurance
business in Hong Kong at any time in the basis period for
any year of assessment (cessation year) among the 3
consecutive years of assessment- next following its
material year of assessment, the portion of the specified
amount that is required to be added to the assessable
profits of the corporation for a year of assessment after
the cessation year (subsequent pear) under subsection (2)

" is to be added to the assessable profits of the corporation

for the cessation year (instead of the subsequent year),

For subsections (1) and (2), if, on the material date, any
new separate fund constituting, or forming part of, the life
insurance fund is maintained for life insurance business
only, the specified amount in relation to the assessable
profits from the life insurance business to which that new
separate fund relates is the amount calculated in
accordance with the following formula—

A
(NAV, ~NAV)) x

where: NAV, means the net asset value of the new
~ separate fund as at the material date;
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NAV, means the net asset value of the pre-
existing fund in relation to the new
separate fund immediately before the
material date;

A means the total amount of the
premiums from life insurance business
in Hong Kong (as defined by section
23(9)) to which the new separate fund
relates accrued to the corporation
during the period specified in
subsection (6);

B means the total amount of the
premiums from life insurance business
to which the new separate fund relates
accrued to the corporation during the
period specified in subsection (6).

For subsections (1) and (2), if, on the material date, any
new separate fund constituting, or forming part of, the life
insurance fund is maintained for both life insurance
business and non-life long term insurance business, the
specified amount in relation to the assessable profits from
the life insurance business to which that new separate
fund relates is the amount calculated in accordance with
the following formula—

NAVXA NAVXA
"B "¢

where: NAV; means the net asset value of the new
separate fund as at the material date;

A means the total amount of the
premiums from life insurance business
in Hong Kong (as defined by section
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23(9)) to which the new separate fund
relates accrued to the corporation
during the period specified in
subsection (6);

B means the total amount of the
premiums from any life insurance -
business and non-life long term
insurance business to which the new
separate fund relates accrued to the
corporation during the period specified
in subsection (6);

NAV, means the net asset value of the pre-
existing fund in relation to the new

" separate fund immediately before the
material date;

C means the total amount of the
premiums from life insurance business
to which that new separate fund relates
accrued to the corporation during the
period specified in subsection (6).

(6) For subsections (4) and (5), the specified period is—

(a)

(b)

if the corporation has carried on life insurance
business in or from Hong Kong for not less than 1
year of assessment but less than 2 consecutive years
of assessment immediately before the corporation’s
material year of assessment—the basis period for
the year of assessment immediately before the
material year of assessment;

if the corporation has carried on life insurance
business in or from Hong Kong for not less than 2
consecutive years of assessment but less than 3
consecutive years of assessment immediately before
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23AAAL.

the corporation’s material year of assessment—the
basis periods for the 2 years of assessment
immediately before the material year of assessment;

(¢) if the corporation has carried on life insurance
business in or from Hong Kong for not less than 3
consecutive years of assessment immediately before
the corporation’s material year of assessment—the
basis periods for the 3 years of assessment
immediately before the material year of assessment;
or

(d) in any other case—the period beginning with the

commencement of the basis period for the material
year of assessment and ending immediately before
- the miaterial date. '

Adjustment to assessable profits due to change in insurance
capital requirements: non-life long term insurance business

(M

@)

©))

The assessable profits of a corporation from its non-life
long term insurance business for its material year of
assessment are ascertained by deducting four-fifths of the
specified amount from the assessable profits as
ascertained in accordance with section 23AAA for that
year of assessment. ‘

Subject to subsection (3), the assessable profits of the
corporation from its non-life long term insurance business
for each of the 4 consecutive years of assessment next
following its material year of assessment are ascertained
by adding one-fifth of the specified amount to the
assessable profits as ascertained in accordance with
section 23AAA for the year of assessment concerned.

If the corporation ceases to carry on non-life long term
insurance business in Hong Kong at any time in the basis
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)

period for any year of assessment (cessation year) among
the 3 consecutive years of assessment next following its
material year of assessment, the portion of the specified
amount that is required to be added to the assessable
profits of the corporation for a year of assessment after
the cessation year (subsequent year) under subsection (2)
is to be added to the assessable profits of the corporation
for the cessation year (instead of the subsequent year).

For subsections (1) and (2), if, on the material date, any
new separate fund constituting, or forming part of, the
non-life long term insurance fund is maintained for non-
life long term insurance business only, the specified
amount in relation to the assessable profits from the non-
life long term insurance business to which that new
separate fund relates is the amount calculated in
accordance with the following formula—

A
- (NAV, = NAVy) X

where: NAV, means the net asset value of the new
separate fund as at the material date;

NAV, means the net asset value of the pre-
' existing fund in relation to the new
separate fund immediately before the

material date;

A means the total amount of the premiums
from non-life long term insurance
business in Hong Kong to which the
new sepatate fund relates accrued to the
corporation during the period specified

- in subsection (6);
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- means the total amount of the premiums

from non-life long term insurance
business to which the new separate fund
relates accrued to the corporation
during the period specified in
subsection (6).

(5) For subsections (1) and (2), if, on the material date, any
new separate fund constituting, or forming part of, the
non-life long term insurance fund is maintained for both
life insurance business and non-life long term insurance
business, the specified amount in relation to the
assessable profits from the non-life long term insurance
business to which that new separate fund relates is the
amount calculated in accordance with the following

formula—

NAV, X 2~ NAV,x 2
S T

where: NAV; means the net asset value of the new

A

separate fund as at the material date;

means the total amount of the premiums
from non-life long term insurance
business in Hong Kong to which the
new separate fund relates accrued to the
corporation during the period specified
in subsection (6);

- means the total amount of the premiums
from any life insurance business and
non-life long term insurance business to
which the new separate fund relates
accrued to the corporation during the
period specified in subsection (6);
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NAV, means the net asset value of the pre-
existing fund in relation to the new
separate fund immediately before the
material date;

C means the total amount of the premiums
from non-life long term insurance
business to which that new separate
fund relates accrued to the corporation
during the period specified in
subsection (6).

(6) For subsections (4) and (5), the specified period is—

(a)

- (®

(©

if the corporation has carried on non-life long term

"insurance business in or from Hong Kong for not

less than 1 year of assessment but less than 2
consecutive years of assessment immediately before
the corporation’s material year of assessment—the
basis period for the year of assessment immediately
before the material year of assessment;

if the corporation has carried on non-life long term
insurance business in or from Hong Kong for not
less than 2 consecutive years of assessment but less
than 3 consecutive years of assessment immediately
before the corporation’s material year of
assessment—the basis periods for the 2 years of
assessment immediately before the material year of

~ assessment;

if the corporation has carried on non-life long term
insurance business in or from Hong Kong for not
less than 3 consecutive years of assessment
immediately before the corporation’s material year
of assessment—the basis periods for the 3 years of
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10s.

assessment immediately before the material year of
assessment; or

(d) in any other case—the period beginning with the
commencement of the basis period for the material
year of assessment and ending immediately before
the material date.”. ‘

Section 23A amended (ascertainment of assessable profits: non-
life insurance business) '

(D

@

€))

C)

Section 23A, heading—
Repeal

“non-life”

Substitute

“general”,

Section 23A(1)—
Repeal

“a business of insurance other than life insurance (non-life
insurance business)”

Substitute

“its general insurance business”.

Section 23A(1), Table—

Repeal

“non-life” (wherever appearing)

Substitute

“general”.

Section 23A(1), Table, after “from Hong Kong”™—

Add

“attributable o general insurance business in Hong Kong”.
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()

(6)

N

@®

®

(10)

Section 23A(1), Table, after “be made under Part 6”—
Add .

“ to the extent to which the relevant assets are used in the
production of the assessable profits”.

Section 23A(1), Table—

Repeal

“reserve for unexpired risks at the commencement of the basis
period”

Substitute

“sremium liabilities atributable to general insurance business
in Hong Kong at the end of the basis period for the year
preceding the year of assessment”.

Section 23A(1), Table—

Repeal

“reserve for unexpired risks at the end of the basis period”
Substitute

“premium liabilities attributable to general insurance business
in Hong Kong at the end of the basis period for the year of
assessment”,

Section 23A(1), Table, after “actual losses”—

Add v

“incutred for general insurance business in Hong Kong”.
Section 23A(1), Table, after “expenses in Hong Kong”—
Add |

“attributable to general insurance business in Hong Kong”.
Section 23A(1), Table, after “corporation”—

Add



“Part3
Clause 105

Insurance (Amendmentj Bill 2023

201

(11)

(12)

(13)

(14)

“attributable to general insurance business in Hong Kong”.

Section 23A(2) and (3)—

Repeal

“non-life” (wherever appearing)

Substitute

“general”,

Section 23A(4), Chinese text, definition of FREE2E/—

Repeal

“% P

Substitute

“F o ”,

Section 23A(4)—

(a) definition of premiums from non-life insurance business
in Hong Kong,

(b) definition of reserve for unexpired risks at the
commencement of the basis period,;

(c) definition of reserve for unexpired risks at the end of the
basis period—

Repeal the definitions.

Section 23A(4)—

Add in alphabetical order

“general insurance business (—fi%{RIEFET) has the méaning
given by section 14AB(1);

premium liabilities ((RE & H)—

(a) inrelation to a basis petiod at the end of which section
11 of the Insurance (Amendment) Ordinance 2023
( of 2023) has not come into operation—means
reserve for unexpired risks; or
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(b) otherwise—means the premium liabilities of an
insurer, as determined in accordance with the rules
made under section 129 of Cap. 41 with respect to
the determination of the amount of any liabilities, on
or after the Cap. 41 amendment date;

reserve JSor unexpired risks CRIBHEAERR <) means any
reserve that—
(@) is set aside for the unexpired risks of the'general
insurance business in Hong Kong; and

(b) is calculated at the percentage adopted by the
corporation in relation to its operations as a whole
for those unexpired risks.”.

(15)  After section 23A(4)—

Add

“(5) For the purposes of this section, any general insurance
business is general insurance business in Hong Kong if,
in refation to the general insurance business—

(a) the contracts of insurance of the business are made
in Hong Kong; ot

(b) the proposals for the contracts of insurance of the
business are made to the corporation in Hong
Kong.”.

106.  Section 23AA amended (mutual insurance corporations)
(1) Section 23AA(2)— .

Repeal
“surplus”
Substitute

“assessable profits”,

(2) Section 23AA(2)(a), after “23,"—
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107.

®)

Add

“23AAA, 23AAAB, 23AAAC, 23AAAD, 23AAAE,”.
Section 23AA(2)(a)—

Repeal

“and 23AC”

Substitute

“ 23AC, 23AD and 23AE”.

. Section 23AB amended (ascertainment of assessable profits:

general reinsurance business or specified general insurance
business of specified insurer)

M

@

€)

Section 23AB(1), Table—

Repeal

“reserve for unexpxred risks at the commencement of the basis
period”

Substitute

“premium liabilities attributable to the qualifying insurance
business at the end of the basis per 1od for the year preceding
the year of assessment”.

Section 23AB(1), Table—

Repeal

“reserve for unexpired risks at the end of the basis period”
Substitute '

“premium liabilities attributable to the qualifying insurance
business at the end of the basis period for the year of
assessment”.

Section 23AB(4), Chinese text, definition of ZEE S EF/E4R
BB R, paragraph (b)—

Part 3
Clause 107

Insurance (Amendment) Bill 2023

204

&)

®)

Repeal

“2’]

Substitute

Section 23AB(4)—

(a) definition of reserve for unexpired . risks at the
commencement of the basis period,

(b) definition of reserve for unexpired risks at the end of the
basis period—

Repeal the definitions.

Section 23AB(4)—

Add in alphabetical order

“premium liabilities ({FE & {H)—

(a) inrelation to a basis period at the end of which section
11 of the Insurance (Amendment) Ordinance 2023
( of 2023) has not come into operation—means
reserve for unexpired risks; or

(b) otherwise—means the premium liabilities of an
insurer, as determined in accordance with the rules
made under section 129 of Cap. 41 with respect to
the determination of the amount of any liabilities, on
or after the Cap. 41 amendment date;

reserve for unexpired risks (FBEEEEEH ) means any

reserve that—

(a) is set aside for the unexpired risks of the qualifying
insurance business; and

(b) is calculated at the percentage adopted by the
specified insurer in relation to its operations as a
whole for those unexpned risks;”
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108,  Sections 23AD and 23AE added
Part 4, Division 11, Subdivision 1, after section 23AC—

Add

“23AD. Adjustment to assessable profits due to change in insurance
capital requirements: general insurance business

(D

@

3

Q)

Subject to subsections (3) and (4) and despite sections
23A and 23AB—

(a) subject to paragraph (b), if a corporation carries on
general insurance business in Hong Kong in the
basis period for its material year of assessment—the
corporation may elect in writing that subsections (5),
(6) and (7) apply to the corporation; or

(b) if a corporation has made an election under section
14B(2)(b) such that section 14B(1) applies to the
corporation for its materjal year of assessment—the
corporation may elect in writing that subsections (5),
6), (7), (8), (9) and (10) apply to the corporation.

An election made under subsection (1)(&) or (b) is
irrevocable. '

An election made under subsection (1)(a) or (b) has no
effect if the corporation that makes the election no longer
carries on general insurance business in Hong Kong as at
the end of the basis period for its material year of
assessment.

An election made under subsection (1)(b) has no effect to
the extent that it relates to the application of subsections
(8), (9) and (10) if the corporation that makes the election
no longer carries on qualifying insurance business in
Hong Kong as at the end of the basis period for its
material year of assessment.
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®

©)

Q)

®

®

The assessable profits of the corporation from its general
insurance business for its material year of assessment are
ascertained by deducting four-fifths of the specified
amount from the assessable profits as ascertained in
accordance with section 23A for that year of assessment.

Subject to subsection (7), the assessable profits of the
corporation from its general insurance business for each
of the 4 consecutive years of assessment next following
its material year of assessment are ascertained by adding
one-fifth of the specified amount to the assessable profits
as ascertained in accordance with section 23 A for the year
of assessment concerned.

If the corporation ceases to carry on general insurance
business in Hong Kong at any time in the basis period for
any year of assessment (cessation year) among the 3
consecutive years of assessment next following its
material year of assessment, the portion of the specified
amount that is required to be added to the assessable
profits of the corporation for a year of assessment after
the cessation year (subsequent year) under subsection (6)
is to be added to the assessable profits of the corporation
for the cessation year (instead of the subsequent year).

The assessable profits of the corporation from its
qualifying insurance business for its material year of
assessment are ascertained by deducting four-fifths of the
specified amount from the assessable profits as
ascertained in accordance with sections 23AB and 23AC
for that year of assessment.

Subject to subsection (10), the assessable profits of the
corporation from its qualifying insurance business for
each of the 4 consecutive years of assessment next
following its material year of assessment are ‘ascertained
by adding one-fifth of the specified amount to the
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assessable profits as ascertained in accordance with
sections 23AB and 23AC for the year of assessment
concerned, '

(10) If the corporation ceases to carry on qualifying insurance
business in Hong Kong at any time in the basis period for
any year of assessment (cessation pear) among the 3
consecutive years of assessment next following its
material year of assessment, the portion of the specified
amount that is required to be added to the assessable
profits of the corporation for a year of assessment after
the cessation year (subsequent year) under subsection (9)
is to be added to the assessable profits of the corporation
for the cessation year (instead of the subsequent year).

(11) For the purposes of this section, if the Cap. 41 amendment
date falls within the basis period of a corporation for a
year of assessment, that year of assessment is the
corporation’s material year of assessment.

(12) In this section—

general insurance business (—R%fRIEZFETS) has the meaning
given by section 14AB(1);

general insurance business in Hong Kong (BB R
#5) has the meaning given by section 23A(5);

premium liabilities ({2 & {&) means the premium liabilities
of an insurer, as determined in accordance with the rules
made under section 129 of Cap. 41 with respect to the

determination of the amount of any liabilities, on or after

the Cap. 41 amendment date;

qualifying insurance business (& E MR T5) has the
meaning given by section 23AB(4);

specified amount (59 EKEH)—
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(a) inrelation to general insurance business—means the
amount arrived at by deducting the premium
liabilities attributable to general insurance business
in Hong Kong as at the Cap. 41 amendment date

- from the reserve for unexpired risks (as defined by
section 23A(4)) immediately before that date; or

(b) in relation to qualifying insurance business—means
the amount arrived at by deducting the premium
liabilities attributable to qualifying insurance
business as at the Cap. 41 amendment date from the
reserve for unexpired risks (as defined by section
23AB(4)) immediately before that date.

23AE. Transitional provisions for ascertainment of assessable
profits from life insurance business, non-life long term
insurance business and general insurance business

(1) In relation to a corporation in any year of assessment
before the corporation’s material year of assessment
(within the meaning of section 23AAAB(2)), the pre-
amended Subdivision, to the extent that it relates to the
ascertainment of assessable profits from life insurance
business or non-life long term insurance business,
continues to apply ‘as if the Insurance (Amendment)
Ordinance 2023 ( 0f 2023) had not been enacted.

(2) In relation to a corporation in any year of assessment
before the corporation’s material year of assessment
(within the meaning of section 23AD(11)), the pre-
amended Subdivision, to the extent that it relates to the
ascertainment of assessable profits from general
insurance business, continues to apply as if the Insurance
(Amendment) Ordinance 2023 (  0f 2023) had not been
enacted.

(3) In this section—
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pre-amended Subdivision ( J& 5 X 4y %% ) means this
Subdivision as in force immediately before the
commencement date of Part 3 of the Insurance
(Amendment) Ordinance 2023 (  0f2023).”.

Insurance (Amendment) Bill 2023
Part 4—Division 1
Clause 109 210

Part 4
Related Amendments to Other Enactments

Division 1—Amendment to Rehabilitation of Offenders
Ordinance (Cap. 297)

109. Section 4 amended (further exceptions)
Section 4(1)(e)(ii), after “32,”—
Add
“32A,”

Division 2—Amendment to Companies Ordinance (Cap.
622)

110.  Section 293 repealed (certain amount relating tfo insurance
company with long term business to be regarded as realized
profit or loss)

Section 293—

Repeal the section.

Division 3—Amendments to Financial Institutions
(Resolution) Ordinance (Cap. 628)

111.  Section 2 amended (interpretation)
(1) Section 2(1)—
Repeal the definition of claims outstanding
Substitute

“claims outstanding (RFEHZ) means the amount set aside
by an authorized insurer as at the beginning or end of its
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Clause 111

financial year as being an amount likely to be sufficient to
meet—

(a)

(b)

claims in respect of incidents occurring—

(i) in the case of an amount set aside as at the
. beginning of the financial year—before the
beginning of that year; and '

(ii) inthe case of an amount set aside as at the end
of the financial year—before the end of that
year,

being claims which have not been treated as claims
paid and including claims relating to business
accounted for over a longer period than a financial
year, claims the amounts of which have not been
determined and claims arising out of incidents that
have not been notified to the insurer; and

expenses (such as, for example, legal, medical,

surveying or engineering costs) that have been
incurred but not yet recorded as paid or that are
likely to be incurred by the insurer, whether through

the employment of its own staff or otherwise, and -

are directly attributable to the settlement of
individual claims that relate to incidents occurring
before the beginning or the end of the financial year
(as the case may be), whether or not the individual
claims in question are those mentioned in paragraph

(@;”

(2) After section 2(5)—

Add

“(5A) For the purposes of this subsection and the definition of
claims outstanding in subsection (1)—
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claims (EB&) means a claim against an authorized insurer
under a contract of insurance;

claims paid (BB (< BZ) means the amount that is paid by an

authorized insurer in full or partial settlement of—

()

(b

claims, including claims relating to business
accounted for over a longer period than a financial
year; and

expenses (such as, for example, legal, medical,
surveying or engineering costs) that are incurred by
the insurer, whether through the employment of its
own staff or otherwise, and are directly attributable
to the settlement of individual claims, whether or not
the individual claims in question are those
meéntioned in paragraph (a);

contract of insurance ({R§F&%Y) has the meaning given by
section 2(1) of the Insurance Ordinance (Cap. 41);

financial year (A BEESE) has the meaning given by section
2(1) of the Insurance Ordinance (Cap. 41).”.
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Explanatory Memorandum

The main purposes of this Bill are to—
(a) amend the Insurance Ordinance (Cap. 41) (10) to—

(i) enable the implementation of a risk-based capital .

regime (RBC regime) for authorized insurers;

(i) adjust the requirements and restrictions in relation to

+ managing directors, chief executives, directors, key

persons in control functions, shareholder controllers
and actuaries of authorized insurers;

(iii) adjust the requirements and restrictions in relation to
shareholder controllers of designated insurance
holding companies; and

(b) make related amendments to the Inland Revenue
Ordinance (Cap. 112) (IRO) to provide for the spreading
over of tax implications and the tax arrangements arising
from the implementation of the RBC regime. -

Part 1—Preliminary

2.
3.

Clause 1 sets out the short title and provides for commencement.

Clause 2 introduces the enactments that are amended by the Bill.

Part 2—Amendments to 10

4.
5.

Part 2 (clauses 3 to 101) sets out the amendments made to the IO.

Clause 3 amends section 2 of the IO to include defined expressions
(e.g. capital requirement, gross premiums and majority
shareholder controller) that are necessary for the interpretation of
the IO.

Clause 4 adds new sections 3B and 3C to the 10. The new section 3B
provides for the designation of an authorized insurer incorporated
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10.

outside Hong Kong (ron-HK insurer) so that certain requirements
imposed on the insurer would be aligned with those on an authorized
insurer incorporated in Hong Kong. The new section 3C provides for
the determination of the value of assets and the amount of liabilities.

Clause 5 amends section SH of the IO to provide that the register kept
under that section must cqntain certain financial information.

Clause 7 amends section 8 of the IO to provide that the Insurance
Authority (Authority) must not authorize a company under that
section to carry on insurance business unless the company complies
with the capital requirements and has adequate capital for continued
compliance with the requirements.

Clause 9 amends section 9 of the IO to clarify that the controller of.a
special purpose insurer is the administrator of the insurer.

The main framework of the RBC regime in relation to the capital
requirements is provided for in the substituted section 10, amended
sections 22, 22A, 23, 25A and 25B and new sections 13AA, 21B,
22B and 25AA to 25AAE of the IO (clauses 10, 11, 38 to 46)
(relevant sections). After the enactment of the relevant sections,
rules made under section 129 of the IO may prescribe the
requirements for the capital amounts and the maintenance of the
funds and sub-funds. Under the RBC regime, in relation to the capital
requirements— '

(a) an authorized insurer must ensure that the capital
requirements for the insurer are at all times complied
with;

(b) an authorized insurer must maintain separate accounts
and funds for certain classes of the insurance business;
and

(c) the net asset value of each fund so maintained must meet
a certain level.
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11,

12.

13.

14.

Clauses 12, 13 and 14 amend sections 13A, 13AC and 13AE to
provide for, among other things, the effect of the designation or
withdrawal of the designation on the pre-existing managing
directors, chief executives, directors and key persons in control
functions of a non-HK insurers,

In order to adjust the requirements and restrictions in relation to
shareholder controllers of authorized insurers, clauses 15, 16, 18, 19,
20 and 21 amend sections 13AF, 13AG, 13B, 13C and 14 of the IO
and add new sections 13BA and 13BB to the IO. In particular—

(a) shareholder controllers of an authorized insurer are
divided into 2 categories, namely minority shareholder
controllers and majority shareholder controllers,
according to the percentage of voting power of the
relevant person at a general meeting of the insurer;

(b) a person is prohibited from becoming a minority
shareholder controller or a majority shareholder controller
of an authorized insurer without the Authority’s approval;
and

(c) the Authority may object to a person‘being a minorfty
shareholder controller or a majority shareholder controller

of an authorized insurer if it considers that the person is

not, or is no longer, a fit and proper person to be such a
shareholder controller.

Clauses 22 and 85 amend sections 14A and 95Y of the 1O to provide,
among other things, that in determining whether a body corporate is
a fit and proper person for the purposes of certain sections in the IO,
the Authority must have regard to its internal controls and corporate
governance.

In order to adjust the requiremen’"és and restrictions in relation to
actuaries of authorized insurers, clauses 23 to 32, 34 and 35 amend
sections 15, 15AA, 15AAB, 15AAC, 15A, 15B, 15C and 18 of the
10 and add new sections 15AAA, 15AAAB, 15AABA, 15AAD,
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15,

16.

17

18.

19.

20.

15AAE and 18A to the IO. To tie in with the implementation of the
RBC regime, an authorized insurer that catries on general business
must appoint an actuary and obtain the Authority’s approval for the
appointment,

Clause 33 substitutes section 17 of the 10 to empower the Authority
to prescribe requirements for the submission by an authorized insurer
of any statements, reports or other information relating to the
insurer’s business to the Authority. '

Clause 36 repeals sections 20 and 21 of the 10, and clause 37 adds a
new section 21A to the IO, to empower the Authority to prescribe
requirements of disclosing certain information by rules made under
section 129 of the IO for implementing the RBC regime.

Clause 51 amends section 32 of the IO to extend the existing power
of the Authority to require authorized insurers to submit actuarial
investigation reports to cover authorized insurers carrying on general
business. Previously the requirement applied only to authorized
insurers carrying on long term business.

Clause 52 adds a new section 32A to the 10 to empower the
Authority to—

(a) require an authorized insurer to provide a report on
matters that relate to the insurer; or

(b) appoint a person to provide the Authority with such a
report.

Clause 55 substitutes section 35AA of the IO to empower the

_Authority to require an authorized insurer that fails to comply with

the capital requirements to take certain remedial measures.

Clause 60 amends section 41 of the IO to, among other things, bring
the offence under section 41(1A) in line with a similar offence in the
IO.
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21. Clauses 61 and 63 amend sections 42 and 45 of the IO respectively
to provide for— -

(a) the deemed insolvency of an authorized insurer when the
amount of capital of the insurer is less than the minimum
capital amount under the RBC regime; and

(b) the handling of the separate funds of an authorized insurer
maintained under the RBC regime if the insurer is being
wound up.

22. The requirements under the RBC regime are applicable to Lloyd’s
(clauses 64 to 68).

23. Clause 71 amends section 53A of the IO to provide, among other
things, that the secrecy of information does not apply to certain types
of disclosure of information by the Authority.

24, In order to adjust the requirements and restrictions in relation to
shareholder controllers of designated insurance holding company
(DIHC), clauses 74 to 84, 87 and 88 amend sections 95A, 951, 95J,
95K, 95L, 95M, 95N, 950, 95P, 95Q, 95ZB and 95ZC of the IO and
add a new section 950A to the IO. In particular—

(a) shareholder controllers of a DIHC are divided into 2
categories, namely minority shareholder controllers and
majority shareholder controllers, according to the
percentage of voting power of the shareholder controller
at a general meeting of the DIHC;

(b) a person is prohibited from becoming a minority
shareholder controller or a majority shareholder controller
of a DIHC without the Authority’s approval; and

(c) the Authority may object to a person being a minority
shareholder controller or a majority shareholder controller
of a DIHC if it considers that the person is not, or is no
longer, a fit and proper person to be such a shareholder
controller.
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25. Clause 93 amends section 129 of the IO to empower the Authority to
makes rules for the implementation of the RBC regime.

26. Clause 94 amends section 130 of the IO to provide for the relaxation
of rules under section 129 of the IO in relation to the RBC regime.

27. Clauses 96 and 101 add a new section 140 and a new Schedule 12 to
the IO respectively to provide for savings and the transitional
provisions.

28. Clause 98 repeals Schedules 2, 3, 4, 5 and 6 to the IO. The Schedules
contain certain forms that will become obsolete.

29. Clause 100 amends Schedule 9 to the IO to provide for certain
specified decisions consequential on the adjustment to the
requirements and restrictions in relation to shareholder controllers of
authorized insurers, actuaries of authorized insurers and shareholder
controllers of DIHCs.

30. Clauses 6, 8, 17, 47, 48, 49, 50, 53, 54, 56, 57, 58, 59, 62, 69, 70, 72,
73, 86, 89, 90, 91, 92, 95, 97 and 99 make other miscellaneous and
minor amendments to the I10.

Part 3—Related Amendments to IRO

31. Part 3 (clauses 102 to 108) sets out the related amendments to the
IRO.

32. Clause 102 adds a new section 22D to the IRO to provide for
definitions to be used in Subdivision 1 of Division 11 of Part 4 of the
IRO.

33. Clause 103 amends section 23 of the IRO to provide for the

ascertainment of adjusted surplus of assessable profits from life
insurance business under the RBC regime.

34, Clause 104 adds new sections 23AAA to 23AAAE to the IRO to
provide for—
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35.

36.

37.

(a) the ascertainment of assessable profits from non-life long
term insurance business (new section 23AAA); and

(b) the spreading over of tax implications on assessable
profits from life insurance business and non-life long term
insurance business due to the implementation of the RBC
regime (new sections 23AAAB to 23AAAE).

Clause 105 amends section 23A of the IRO to adjust the
ascertainment of assessable profits from general insurance business
due to the implementation of the RBC regime. Similarly, clause 107
amends section 23AB of the IRO to adjust the ascertainment of
assessable profits from general reinsurance business or specified
general insurance business of specified insurer due to the
implementation of the RBC regime. '

Clause 106 amends section 23AA of the IRO to include the
references to new sections 23AAA to 23AAAE, 23AD and 23AE.

Clause 108 adds new sections 23AD and 23AE to the IRO to provide
for—

(a) the spreading over of tax implications on assessable
profits from general insurance business due to the
implementation of the RBC regime (new section 23AD);
and

(b) the transitional arrangement in relation to Subdivision 1
of Division 11 of Part 4 of the IRO for the ascertainment
of assessable profits from life insurance business, non-life
long term ‘insurance business and general insurance
business (new section 23AE).

Part 4—Related Amendments to Other Enactments

38.

Part 4 (clauses 109 to 111) makes related amendments to other
enactments.
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