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As the inaugural Chairman of the Insurance Authority ("IA"), |
am delighted to present our second Annual Report for the
period from 1 April 2016 to 31 March 2017, covering the
milestones of our development and upcoming initiatives.

A smooth transition

The |A is a new insurance regulator independent of both the
Government and the industry. Since our establishment in
December 2015, we have been preparing to launch a new,
modernised regulatory regime. The year 2017 saw us moving
one step closer to that goal as we took over the statutory
duties of regulating insurance companies from the now-
disbanded Office of the Commissioner of Insurance ("OCI") on
26 June 2017.

It is our top priority to sustain the prudential regulation of
insurers and facilitate stable development of the industry. We
warmly welcome our Chief Executive Officer ("CEQ”) Mr John
Leung, the former Commissioner of Insurance, seconded
from the Government to the IA for a year to help us ensure a
smooth transition and allow more time for us to identify a
suitable CEO candidate in the long run. With a strong senior
executive team, comprising existing regulatory talents and
industry veterans with a wealth of professional knowledge
and expertise, | am confident that we are on the right track
towards completing such a daunting task.

A modernised regulatory regime

The new regime will bring about a more holistic and effective
regulatory system. We endeavour to strengthen the corporate
governance of insurance companies by introducing measures
to enhance the “fit and proper” requirements relating to their
senior management and key persons in control functions. In
about two years, we shall directly regulate insurance

£ 3§ Annual Report 2016-17
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intermediaries by moving from the existing self-regulatory
regime to a statutory licensing system, and set out conduct
standards to promote higher levels of professionalism among
industry practitioners.

Maintaining market stability and protecting policy holders are
at the core of our work. Along these lines, we are working
very hard to lay the groundwork for the establishment of a
Risk-Based Capital ("RBC") Regime and a Policy Holders’
Protection Scheme which will strengthen our regulatory
infrastructure.

A sustainable future

The insurance industry has great market prospects. In recent
years, the insurance market in Hong Kong has experienced
sustained growth. While
engine of growth in recent years, regional developments and
local circumstances are providing fresh momentum to the
market for general insurance. The Belt and Road Initiative is
seeking to deepen regional economic integration and is
driving demand for insurance of major infrastructural
projects. As a mature insurance market with professionals
who have relevant knowledge and experience and with its
sound legal structure, Hong Kong is well positioned to
become the insurance and risk management centre for the
region. Rising medical costs in Hong Kong and demand for
retirement protection products due to the growing aging

life insurance has been the main

population have given new impetus to general insurance as
well.

To capture these opportunities, we have to understand the
driving forces in the ever-changing business environment. To
this end, the Future Task Force of the Insurance Industry
("FTF") has been formed to help us embrace opportunities
brought by new technology and the evolving financial
landscape, and keep Hong Kong competitive in the global
market. We are tapping the minds of experts and
professionals from relevant fields and from academia to
examine issues affecting the industry’s development and map
out strategies together. | was glad to see keen participants

sharing their views and experiences at our inaugural meeting
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last December. Three working groups on Fintech, RBC
Regime and image building for the insurance industry have
been set up for FTF members, enabling them to undertake
more focused deliberations on these areas and offer
suggestions to the |A for its consideration.

Insurance is a people-oriented business and it is crucial to
build a talent pool to sustain growth in the long run. We are
facing a shortage of skills in professional brokerage and
other technical areas in insurance. The Government launched
a Pilot Scheme to enhance talent training for the insurance
sector in mid-2016. The FTF will also look at ways of
attracting the younger generation to join as insurance
professionals by building a positive image of the industry.

Engaging with stakeholders

It is vital that we share common regulatory objectives with
the industry to make the new regime work at its best. During
the year, we reached out to industry groups and related
professional organisations to explain our vision and mission.
Effective communication is helping us engage with our
stakeholders and establish the IA as a credible and efficient
regulator.

We could not have made such great progress in the past year
without staunch support from the Government, the Financial
Services and the Treasury Bureau, the then OCI, the industry,
and the community at large. | would also like to thank my
fellow IA members for their contributions and guidance, and
our staff members for their dedication and commitment. We
look forward to working more closely with all our
stakeholders to grow the industry and promote Hong Kong as
a key insurance hub in Asia.

e

Dr Moses Cheng

Chairman

F 3k Annual Report 2016-17



{RIZZEEEE S Insurance Authority

E—8
Chapter 1

REexzEeER(RERDEBILR
BRERBEANEEKRE BE
2015 F R 2 R (B FT) 16 B ) 72 2015
FRRAEBMKY - KIREBHE
MEEDEBRBENHE REHER
Wik - 2R ERBRETENT
BERR RASSEZIRBRED
BRHEFIRRBREREAREBESE
{RIE o

AERIEFBE REBRHBERER
TR ERE - REBN2017F6 A
260 B REEEERE ((REED R
ERBAR WEEWMFEAN BER
ERBEANAEY—EEZ2AE K
BREMHRESE -

1 REFNABRE=EE2REHLBERE
DHREERREBEETHRRAEE
ZEg ETERRBABKSNEEZXRR
B -

RERXHEEDS
About the Insurance Authority

The Insurance Authority ("IA") is an insurance regulator
independent of the Government and the industry. Established
in December 2015 under the Insurance Companies
(Amendment] Ordinance 2015, the IA has been set up to
modernise the regulatory regime for the insurance industry
in Hong Kong. The new regulatory infrastructure will help to
facilitate sustainable development for the industry, promote
Hong Kong's competitiveness in the global insurance market,

and provide better protection for policy holders.

To ensure a smooth transition, the new regulatory regime
will come into effect in phases. The IA replaced the Office of
the Commissioner of Insurance ("OCI") and started regulating
insurance companies from 26 June 2017. Within two years of
the changeover, it will take up the direct regulation of
insurance intermediaries'. The enhanced regime will bring
about a more holistic and effective regulatory system.

1 Insurance intermediaries are currently regulated by the three Self-
Regulatory Organisations, which are the Insurance Agents Registration
Board established under The Hong Kong Federation of Insurers, The Hong
Kong Confederation of Insurance Brokers and the Professional Insurance
Brokers Association.
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On 26 June 2017, the IA took over the statutory duties of the Office of the Commissioner of Insurance to regulate insurance
companies in Hong Kong.
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Statutory Functions

In accordance with the Insurance Ordinance (Cap. 41), the

principal function of the IA shall be to regulate and supervise

the insurance industry for the promotion of the general

stability of the insurance industry and for the protection of

existing and potential policy holders.

The Ordinance

stipulates that the |A shall:

(a)

(b)

(c)

(d)

(e]

be responsible for supervising an authorised insurer’s
and a licensed insurance intermediary’s compliance with
the provisions of the Insurance Ordinance;

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

promote and encourage the adoption of proper standards
of conduct and sound and prudent business practices by
authorised insurers;

promote and encourage the adoption of proper standards
of conduct by licensed insurance intermediaries;

review and, if necessary, propose reforms of the systems
for regulating authorised insurers and licensed insurance
intermediaries;

% 3R Annual Report 2016-17
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(f) regulate the conduct of insurance intermediaries through
a licensing regime;

(g) promote the understanding by policy holders and
potential policy holders of insurance products and the
insurance industry;

(h) formulate effective requlatory strategies and facilitate the
sustainable market development of the insurance
industry, and promote the competitiveness of the
insurance industry in the global insurance market;

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

(j) assist the Financial Secretary in maintaining the financial
stability of Hong Kong by taking appropriate measures in
relation to the insurance industry;

(k) co-operate with and assist financial services supervisory
authorities of Hong Kong or of any place outside Hong
Kong, whenever appropriate, to the extent permitted by
the Insurance Ordinance; and

(J perform functions imposed or conferred on the IA by the
Insurance Ordinance or any other Ordinance.

The Organisation

The IA is governed by the board consisting of a Chairman,
all
appointed by the Chief Executive of the Hong Kong Special

Non-Executive Directors and Executive Directors,

Administrative Region.

A Chief Executive Officer, who is an Executive Director, leads
the executive arm of the IA and is responsible for managing
the IA’s day-to-day operations and assisting the IA in
discharging its statutory functions.

To effectively carry out its duties and functions in different
areas, the IA has set up five divisions: the Long Term
Business Division, the General Business Division, the Market
Conduct Division, the Policy and Development Division, and
the Corporate Services Division. Each Division is headed by a
directorial executive.



TEBREERECE RERBH
MHBEBENINERETL  BHEME
BOOALE R WAEEEZRERRKRS
AR TAE

(R ES R 10 40 480 2R T A I 65 o
0% 2B
BRRREEHEERRREEE R

BEM B L EE BTN BT A E
[

ERTNY REREEBUTERE

PhegE - -REmMs REREARE
BE RRAFTXNNREE KRR

FNAXINOERE  URARER
%E%%Wﬁ%%%@%%’%ﬁ%
BOBI - RBEEE RKEHER

REFHEANVRZE %W%EW
SANE - & AR EE M T A 5l A
ENE - UER B RA AR -

BEGHE REBLEFENFE L
4 $65(E R F?°2016F58 » A
2R B BN RRE R L 4518 %
o R TNA$2E - BN E E & 1£2018
ZVNBEFEBERFENR - RE
P EIER-

2 BERFKIRERBHERENMEE -

At the point at which it replaced the OCI, the IA had about 170
staff. This number will gradually expand to about 300 when it
begins to directly regulate insurance intermediaries.

The IA’s organisational structure is at Appendix A.

Financial Arrangements

The International Association of Insurance Supervisors
requires that insurance regulators should be financially and
operationally independent of the Government and the
industry.

The costs for establishing and operating the IA in its initial
years are being covered by government funding. In the long
run, the |A will become financially independent through a levy
on Insurance premiums and fees payable by insurance
companies, intermediaries and users for specific services. To
minimise the financial impact of the levy and fees on the
insurance industry and policy holders, the IA will adopt an
incremental approach to achieving the target level of revenue

in its initial years of operation.

It has been estimated that the IA will have a deficit of about $650
million? for the first four years of its operation. In May 2016, a
government grant of $450 million was approved by the
Legislative Council. The remaining $200 million will be
sought in the financial year of 2018-19 tentatively. The A will
exercise prudence in managing its financial resources.

2 The estimate is based on a consultancy report commissioned by the
Government on the establishment of the Insurance Authority.

F 3k Annual Report 2016-17
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Corporate Governance

The Insurance Authority ("IA") recognises that sound
corporate governance is a vital prerequisite to performing its
regulatory functions effectively. Our corporate governance
framework is designed to deliver transparency and
accountability. It includes appropriate checks and balances
and an avenue by which stakeholders can be engaged on
issues that affect the insurance industry and policy holders.

Membership

The membership of the IA consists of a Chairman (a Non-
Executive Director), a Chief Executive Officer (an Executive
Director]), and not less than six other Executive or Non-
Executive Directors, all appointed by the Chief Executive of
the Hong Kong Special Administrative Region.

Non-Executive Directors ("NEDs"] offer independent
perspectives and bring with them a wealth of experience and
expertise in various fields, including insurance, accountancy,
law, consumer affairs, actuarial science and management.
The inaugural appointments of NEDs were made on 28
December 2015 for a term of three years, running to 27
December 2018.
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The inaugural appointments of the Chief Executive Officer
("CEQ") and four Executive Directors were announced on 5
May 2017. Mr John Leung, the former Commissioner of
Insurance, was seconded to the IA from the Government to
serve as the |A’s CEO from 26 June 2017 to 25 June 2018. The
secondment will ensure a smooth transition while giving the
IA more time to identify a suitable candidate to fill the CEO

position.

Before the executive members came on board in mid-2017,
the NEDs met frequently to formulate future regulatory tools
and handle transitional matters. During the reporting period
from 1 April 2016 to 31 March 2017, a total of eight board
meetings were held.

Membership of the IA is at Appendix B.
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Functional Committees

The IA has four functional committees, namely, the Corporate
Services Committee, the External Relations Committee, the

Audit Committee, and the Codes and Guidelines Committee.

Currently, at the IA’s inception stage, the Corporate Services
Committee oversees and advises on staff recruitment, office
accommodation, accounting issues, and the level of levy and
fees payable by insurance companies, intermediaries and
policy holders. The External Relations Committee formulates
external communication policies and strategies to enhance
public understanding of the IA’s role, the insurance industry
and insurance products. The Audit Committee monitors the
|IA’s internal control and risk management systems. The
Codes and Guidelines Committee makes recommendations
concerning both existing codes and guidelines and the
development of new and updated regulations in relation to

the IA’s statutory functions.

The terms of reference and the membership details of the

functional committees are at Appendix C.

Industry Advisory Committees

Under the Insurance Companies (Amendment] Ordinance
2015 (“the Ordinance”), two Industry Advisory Committees
("IACs") have been established as statutory committees to
advise the IA on matters related to the long term business
and the general business of the insurance industry. Each |IAC
the Chief Executive
Officer and not more than two other Executive Directors of

is required to include the Chairman,

the IA, as well as not less than eight but not more than 12
other members, who are appointed by the Financial Secretary
after consultation with the IA.
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The two IACs were established in June 2016. Members were
appointed for a term of two years from 1 June 2016. They
come from different lines of business within the insurance
industry, as well as from related fields such as consumer
protection, accounting, insurance law and compliance,
academia, banking and management. The IACs met for the

first time in September 2016.

Membership of the IACs is at Appendix D.

Insurance Appeals Tribunal

The Insurance Appeals Tribunal ("IAT") is an independent
quasi-judicial body established under the Ordinance to review
specified decisions made by the IA. The IAT consists of a
chairperson and two ordinary members selected by the
chairperson from the pool of IAT panel members. It is formed

whenever there is a case to be reviewed.

The chairperson and members of the IAT panel are appointed
by the Chief Executive. The chairperson must be a former
Justice of Appeal of the Court of Appeal, a former judge or a
former deputy judge of the Court of First Instance, or a
person qualified for appointing as a High Court judge. Panel
members are drawn from different lines of business that give
them expertise within the insurance industry, as well as from
related fields such as consumer protection, law, accounting,
academia, banking and management.

Membership of the IAT is at Appendix E.
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2016-17TEFEEBEETIF
Major Initiatives in 2016-17

During the reporting period, the Insurance Authority ("IA”)
undertook necessary work in preparation for taking over the
regulatory functions of the Office of the Commissioner of
Insurance (“OCI") on 26 June 2017. We maintained close
liaison with the OCI and the Government throughout the year
to ensure that the changeover took place in an effective and
orderly manner. During the year, we focused on building our
internal capacity, developing new regulatory tools and
formulating plans to enable the IA to become financially
independent.

The IA’s additional regulatory responsibilities required an
initial establishment of approximately 170 staff members,
which will gradually expand to about 300. In mid-2016, a core
team of some 10 staff members joined the IA to carry out
essential administrative, legal and finance tasks, including
the search for a long-term office, the implementation of
internal systems and procedures, and engagement of legal,
auditing and other essential professional services.
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In preparation for taking on our new regulatory functions
under the Insurance Ordinance (Cap. 41) ("the Ordinance”),
we took steps to update relevant regulations, guidance notes
and guidelines. For example, we updated Guideline 4 on “Fit
and Proper” Criteria under the Ordinance so that it sets out
the minimum suitability requirements that apply to persons
holding the positions of controllers, directors, key persons in
control functions and appointed actuaries of an authorised
insurer. We also prepared and issued a new guideline under
the Ordinance (e.g. Guideline 18 on Exercising Power to
Impose Pecuniary Penalty in respect of Authorized Insurers),
which takes into account the IA’s new regulatory powers.

As a step towards making the IA financially independent, we
formulated plans to secure stable sources of revenue by
recovering our costs from the market. We will adopt an
incremental approach to achieving our target level of revenue
and take measures to mitigate the impact of cost recovery on
the insurance industry and policy holders. During the
reporting period, we worked with the Government to
introduce sub-legislation on fees payable by insurance
companies and users for specific services, which took effect
from 26 June 2017. In addition, a levy on insurance premiums
payable by policy holders will come into effect from 1 January
2018.

Industry Advisory Committees

The Industry Advisory Committees ("IACs”) are statutory
committees set up to advise the IA on matters pertinent to
the long term business and the general business of the
insurance industry. In June 2016, non-official members of the
two IACs were appointed by the Government and the first joint
meeting was held in September 2016. The IACs enable the 1A
to gauge market views on a range of issues affecting the

development of the insurance industry.
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IA Chairman Dr Moses Cheng delivers opening remarks at the inaugural meeting of the Future Task Force of the Insurance Industry.
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Future Task Force of the Insurance Industry

In 2016, the IA set up the Future Task Force of the Insurance
Industry ("FTF"). Its aim is to help position Hong Kong as a
regional insurance hub, and maintain a regulatory
environment that embraces new technology and is conducive
to business development. The FTF, which is comprised of
experts and professionals from different areas in the industry
and from academia, gives the I|A direct input from
stakeholders on issues relating to future developments and
initiatives.

Open Forum

itillagcs @ pap

ERAREENMERER L REGELHEER RRXEEEREESAMBREANBENESEIBRIER -

Guest speakers from the Hong Kong Monetary Authority, the OCl and the Financial Services Development Council exchange

m views with participants at the inaugural meeting of the Future Task Force of the Insurance Industry.

{RIZZEEEE S Insurance Authority
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The inaugural meeting of the FTF was held in December
2016. It brought together over 100 participants from the
insurance and financial sectors and related professions to

discuss the opportunities and challenges facing the industry.

Guest speakers from the Hong Kong Monetary Authority, the
OCIl and the Financial Services Development Council
delivered presentations on Fintech, Risk-based Capital
Regime and image building for the insurance industry
respectively. An open forum followed the presentations at
which views and suggestions on these topics were shared.

Subsequently, three working groups under the FTF were
formed to continue the work on these areas, which are seen
as being critical to the sustainable development of the
industry and the protection of policy holders.

nANERA
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Stakeholder Communication

We have continued to reach out to our stakeholders to
enhance their understanding of the new regulatory regime.

In particular, the IA members looked for opportunities to
communicate our strategy for growing the industry with
organisations representing insurance companies, intermediaries
and related professionals. Throughout the year, the IA Chairman
and members attended seminars and functions organised by
the industry and delivered speeches to explain our work and
solicit support from stakeholders.

Communication tools, such as the IA’s official website and
short videos, were used to engage with members of the
public. We also arranged media interviews to keep the public
updated on our activities.

RERBBBER

The IA corporate video
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RE AL

The IAwebsite
Members of the Legislative Council ("LegCo”] are kept
informed of our latest developments on an ongoing basis. In
November 2016 and March 2017, we attended two meetings
of the LegCo Panel on Financial Affairs and briefed panel
members on the proposals to collect a levy and fees from the
industry and policy holders, and on the IA’s budget for 2017-
18. In November 2016, our first annual report was tabled in
LegCo in compliance with statutory requirements.
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The IA Chairman Dr Moses Cheng attends industry events.

2017-18 F E W E K 5T & Corporate Plan for 2017-18

REBAKREIESETRFEMNI2A  ThelAis required by law to submit to the Financial Secretary
NBE A B TEAMBRERZNER  ("FS7) no later than 31 December in each financial year a
FE(BHEAEKTEE) 28/ A corporate plan including the estimates of its income and
AR - expenditure for the next financial year.

2016F 128 HMMA B KA A KIER In December 2016, we submitted the corporate plan for
T2017-18F E M E a8l 5 H & 2017-18 to the FS setting out our operational objectives and
T — IWE&EFWET’E B2 & Bf  budget in the coming financial year. The corporate plan was
BEE  WEFBKaal KA E -  subsequently approved by the FS. Details of the IA's planned
& B /2201 7—18$ EH T {EFF&IFF15  initiatives in 2017-18 can be found in Chapter 4.
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Outlook

The Insurance Authority ("IA") was established to help realise
a more robust regulatory regime for Hong Kong's insurance
industry, and to keep pace with international developments.
The enhanced regulatory regime will be implemented in
phases. Around two years after taking over the regulation of
insurance companies from the Office of the Commissioner of
the Insurance, the IA will move on to directly regulate insurance

intermediaries and put in place a statutory licensing system.

In 2017-18, we will continue with the transitional work
needed to prepare for the direct regulation of insurance
intermediaries. This will primarily involve the preparation of
codes and guidelines to assist insurance practitioners in
complying with the new statutory conduct requirements. We
will also collaborate with the Self-Regulatory Organisations'
to promote good conduct across the insurance industry
through professional training and the sharing of best
practices.

1 The Self-Regulatory Organisations are the Insurance Agents Registration
Board established under The Hong Kong Federation of Insurers, The Hong
Kong Confederation of Insurance Brokers and Professional Insurance
Brokers Association.
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The lAis active in reaching out to stakeholders.

Major Regulatory Initiatives

In the years ahead, the IA will engage in two major regulatory
tasks designed to maintain market stability and strengthen
consumer protection. One is the development of a Risk-based
Capital ("RBC") Regime, and the other the introduction of a
Policy Holders’ Protection Scheme ["PPS”).

To keep up with current international standards, Hong Kong
will move from the current rule-based capital regime to a
risk-based one, which means aligning the capital requirements
for insurance companies with the risks to which they are
exposed. The process will involve the IA in engaging with all
relevant stakeholders to ensure that the RBC Regime will be

a viable and practicable one.

The PPS is intended to provide a safety net for policy holders
in the event of insurer solvency, and will be an important step
in enhancing public confidence in the insurance industry. We
will work with the Government in preparing a detailed

legislative proposal to set up the PPS.

Annual
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{RIZZEEEE S Insurance Authority

Stakeholder Engagement

Stakeholder engagement is key to establishing the IA as a
credible regulator. The International Association of Insurance
Supervisors states that effective stakeholder engagement
should involve ensuring that stakeholders are properly
consulted in the development of policies and that the
opportunity for timely, substantive and high quality

contributions from stakeholders is maximised.

The IA’s stakeholder engagement initiatives aim at achieving
the following objectives:

(a) To enable stakeholders to understand the objectives and
value of regulatory proposals;

(b) To give stakeholders a genuine opportunity to refine
regulatory proposals so that they achieve their objectives
more effectively and efficiently; and

(c) To provide opportunities for the regulator and stakeholders
to exchange experience and expertise, and to clarify
information.

HBENESHE
A meeting with stakeholders
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The lA plays an active role in major events aimed at facilitating industry development.
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We will make use of different platforms and communication
channels to explain our vision and functions effectively,
maintain transparency, and remain responsive to
stakeholders’ comments and suggestions. To enrich public
knowledge of the insurance industry and its products, we

plan to launch a series of public education programmes.

We will
the Future Task Force of the Insurance Industry, which is

also continue to engage with stakeholders through

proving to be an effective platform for the exchange of views
on the industry’s future.
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Reports and Financial Statements

for the period from 1 April 2016 to 31 March 2017
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INDEPENDENT AUDITOR’S REPORT

TO THE INSURANCE AUTHORITY
(established in Hong Kong under the Insurance Ordinance (Cap.
41))

Opinion
What we have audited

The financial statements of the Insurance Authority (“the
Authority”) set out on pages 24 to 43, which comprise:

e the statement of financial position as at 31 March 2017;

e the income and expenditure account for the year then
ended;

e the statement of changes in capital and reserve for the
year then ended;

e the statement of cash flows for the year then ended; and

e the notes to the financial statements, which include a
summary of significant accounting policies.

Our opinion

In our opinion, the financial statements give a true and fair
view of the state of affairs of the Authority as at
31 March 2017, and of its results of the operations and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards ("HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA")
and have been properly prepared in compliance with the

Insurance Ordinance.
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Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing ("HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described
in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Authority in accordance with the
HKICPA's Code of Ethics for Professional Accountants (“the
Code”], and we have fulfilled our other ethical responsibilities

in accordance with the Code.

Responsibilities of the Authority for the
Financial Statements

The Authority is responsible for the preparation of the
financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the
Insurance Ordinance, and for such internal control as the
Authority determines is necessary to enable the preparation
of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, the Authority is
responsible for assessing the Authority’s ability to continue
as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of
accounting unless the Authority either intends to liquidate the
Authority or to cease operations, or has no realistic

alternative but to do so.
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RIZZEEER Insurance Authority

Auditor’s Responsibilities for the Audit of
the Financial Statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report
our opinion solely to you, as a body, in accordance with
section 5F of the Insurance Ordinance and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism
throughout the audit. We also:

e |dentify and assess the risks of material misstatement of
the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.
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e (Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the

Authority’s internal control.

e Fvaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the Authority.

e Conclude on the appropriateness of the Authority’'s use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Authority’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause

the Authority to cease to continue as a going concern.

e FEvaluate the overall presentation, structure and content
of the financial statements, including the disclosures, and
whether the financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

We communicate with the Authority regarding, among other
matters, the planned scope and timing of the audit and
significant audit findings, including any significant
deficiencies in internal control that we identify during our
audit.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 25 July 2017
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INCOME AND EXPENDITURE ACCOUNT
BE2017FE3[3NBILLEFEE
For the year ended 31 March 2017

BZE20175F
3H31H
IEFE

Year ended

31 March 2017

A 20154F
12H378

(A B)
F2016%F
3H31H

Period from

7 December
2015 (Date of
establishment)
to 31 March 2016

Bif5E Notes 7 7T HK$ 78 TC HK$
KA INCOME

A B U &= Interest income 1,054,406 47
1,054,406 47

B X EXPENDITURE
EEMBERX Staff related expenses 4 22,515,912 —
EXRBER Professional fees 372,400 122,000
REEBKBERB  Authority Members’ remuneration 5 2,520,000 657,097
me Depreciation 6 69,471 —
Hih & E R Other operating expenses 649,288 —
26,127,071 779,097
FE/HEEE  DEFICIT FOR THE YEAR/PERIOD (25,072,665) (779,050

REREMEBRNFE/HE R K
[FE/HEER]N
W EKIER HRRERNIE
CrEERIEFE/HHEER]E
Rl At &2 HMB\ILA 2 E WS

i‘%o

FUZELBEMMERARNTBIMRAOBKED

REEEELER Insurance Authority

as the “deficit for the year/period”.

The Authority had no components of comprehensive income
other than “deficit for the year/period”. Accordingly, no
separate statement of comprehensive income is presented

as the Authority’s “total comprehensive loss” was the same

The notes on pages 24 to 43 are an integral part of these financial statements.



BRI IR
STATEMENT OF FINANCIAL POSITION

122017638318
At 31 March 2017

2017 2016
Bif3E Notes 7 7T HK$ 75 7T HKS
ERBEE NON-CURRENT ASSETS
EBE Fixed assets 6 754,825 —
754,825 —
REBEE CURRENT ASSETS
JE W 2 Interest receivable 93,035 47
T8 IE Prepayments 89,216 —
ReEMIRELEEY Cashand cash equivalents 434,642,443 3,000,000
434,824,694 3,000,047
REBEE CURRENT LIABILITIES
FEfMR X EET  Creditors and accruals
A 7,476,842 779,097
EERBE Provision for staff cost 954,392 —
8,431,234 779,097
REE NET ASSETS 427,148,285 2,220,950
EXRK#E CAPITAL AND RESERVE
EAERITHE Grant from the Government of
BRI #2 3R HKSAR 7 453,000,000 3,000,000
37 iR B Income and expenditure account (25,851,715) (779,050)
427,148,285 2,220,950

BN EUZLBENIT B HREXN2017F  The financial statements on pages 24 to 43 were approved
THDLHHRRERBBRIXEER -  and authorized for issue by the Authority on 25 July 2017 and

WEHTIMATREKEE: are signed on its behalf by:

Zf R & 18 £ Dr Moses Cheng R FEAZ 5L & MrJohn Leung

F /& Chairman 77 I 48 = Chief Executive Officer

F2UZE LAWK T RAI EHRREOEL G o The notes on pages 24 to 43 are an integral part of these financial statements.

F 3k Annual Report 2016-17
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STATEMENT OF CHANGES IN CAPITALAND RESERVE

BE2017FE3[3NBILLEFEE
For the year ended 31 March 2017

=R E
Income and
& Expenditure &5t
Grant Account Total
B 5F Notes BT HKS 70 HK$ 7T HK$
EABBTHREBRA  Grant from the Government
e of HKSAR 7 3,000,000 — 3,000,000
I g1 Deficit for the period - (779,050) (779,050)
M2016%E3H31H At 31 March 2016 3,000,000 (779,050) 2,220,950
EBERTHREKA  Grant from the Government
B of HKSAR 7 450,000,000 — 450,000,000
FEEE Deficit for the year —  [25,072,665) (25,072,665
M2017%38318 At 31 March 2017 453,000,000 (25,851,715) 427,148,285

FUZELBEMMERARNTBIMRAOBKED

REEEELER Insurance Authority

The notes on pages 24 to 43 are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS

BE2017FE3[3NBILLEFEE
For the year ended 31 March 2017

B 20154
12R7H
(2 R)
£2016%F
3H31H
BZE2017F Period from
3A31H 7 December
IHEFE 2015 (Date of
Year ended establishment]
31 March 2017 to 31 March 2016
78 7T HK$ 7 7T HKS
EETHNRERE CASH FLOWS FROM OPERATING
ACTIVITIES
FE/HMAEBE Deficit for the year/period (25,072,665) (779,050
FEIFH Adjustment for:
e Depreciation 69,471 —
RITFE R B M 5 Interest income on bank deposits (1,054,406) (47)
Kt EAEE LB AMEIE  Operating cash flows before
Reng movements in working capital (26,057,600) (779,097
FEEeE Change in working capital:
TE R IE B9 45 0 Increase in prepayments (89,216) —
FETIR X FEEH B FARYIE AN Increase in creditors and accruals 6,337,819 779,097
58 B A > B 9 38 N Increase in provision for staff cost 954,392 —
FAREEEEMESFE  NET CASH USED IN OPERATING
ACTIVITIES (18,854,605) —
RETHNRESRE CASH FLOWS FROM INVESTING
ACTIVITIES
BEETEE Purchase of fixed assets (464,370) —
#E R 17 17 FUER A 1| 2 Interest received from bank deposits 961,418 —
RETHELEWRSFEEE  NET CASH GENERATED FROM
INVESTING ACTIVITIES —

497,048

F 3k Annual Report 2016-17
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RERER

STATEMENT OF CASH FLOWS

HE2017F38318ILEE

For the year ended 31 March 2017

1 20154F
12R7H
(B2 8)
F2016%F
3H31H
BZE2017% Period from
3A31H 7 December
ILFE 2015 (Date of
Year ended establishment)
31 March 2017 to 31 March 2016
78 7T HK$ 7B TT HKS
METENEESRE CASH FLOWS FROM FINANCING
ACTIVITIES
EBFRITHERBAEI  Grant from the Government of
HKSAR 450,000,000 3,000,000
MEETHELENRSFEHE NET CASH GENERATED FROM
FINANCING ACTIVITIES 450,000,000 3,000,000
BeRBESESEYHFE I NET INCREASE IN CASH AND CASH
EQUIVALENTS 431,642,443 3,000,000
F/IHINWBEEREEE CASH AND CASH EQUIVALENTS AT
BY BEGINNING OF THE YEAR/
PERIOD 3,000,000 —
F/IHENBEEREEE CASH AND CASH EQUIVALENTS AT
B END OF THE YEAR/PERIOD 434,642,443 3,000,000
RERRESEEYHN D ©  Analysis of Cash and Cash
Equivalents:
HIEIRER®RERTTA S Bank balances held for investment
purposes 350,855,394 —
HEmiRiTEHR MRS Other bank balances and cash 83,787,049 3,000,000

434,642,443

3,000,000

FUZELBEMMERARNTBIMRAOBKED

REEEELER Insurance Authority

The notes on pages 24 to 43 are an integral part of these financial statements.
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REREREBECNSFERRE A A
(B ET) & B (KB FT R B1) 1) 38 5T
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RERWIEEE -

2. TREETBE
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FRBEEGEHAGRMAD
BRAMBHRELEREAN -

| Z-HAERRERBOMNERERBENS
ETHNREBREELZE S BERRBER
BEaMELEERRELHE -

1. Background and Functions of the

Insurance Authority

The Authority was established on 7 December 2015 with
the commencement of the relevant provisions added by
the Insurance Companies (Amendment) Ordinance 2015
("Amendment Ordinance”]). The Authority is a new

insurance regulator independent of the Government.

The Authority took over the statutory functions of the
Office of the Commissioner of Insurance (“OCI”) on
26 June 2017. The OCl was disbanded on the same day.

To ensure a smooth transition from the OCI to the
Authority, the Amendment Ordinance is being commenced
in phases. The Authority has first taken over the statutory
functions of OCI in regulating insurance companies and
will eventually take over the regulation of insurance
intermediaries from the three Self-Regulatory
Organizations ("SROs”)" through a statutory licensing
regime.

The financial statements are presented in Hong Kong

dollars, which is the functional currency of the Authority.

. Significant Accounting Policies

(a) Basis of preparation

The financial statements have been prepared under
the historical cost basis and in accordance with all
applicable Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public
Accountants.

The three SROs are the Insurance Agents Registration Board established

under the Hong Kong Federation of Insurers, the Hong Kong Confederation
of Insurance Brokers and the Professional Insurance Brokers Association.

% 3R Annual Report 2016-17
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RIZZEEER Insurance Authority

2. Significant Accounting Policies (Continued)

(b) Interest income

Interest income is recognized as it accrues using the

effective interest method.

(c) Financial assets

The Authority’s financial assets include interest
receivable and cash and cash equivalents. They are
held within a business model whose objective is to
hold assets in order to collect contractual cash flows.
The contractual terms of financial assets give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding. Subsequent to initial recognition, they
are measured at amortized cost using the effective
interest method, less any allowance for impairment
loss. An impairment loss is recognized when there is
objective evidence that the asset is impaired. The
amount of the loss is measured as the difference
between the asset’'s carrying amount and the present
value of estimated future cash flows discounted at the
financial asset’s original effective interest rate. Any
impairment loss is recognized in surplus or deficit
and reflected in an allowance account. When the
Authority considers that there are no realistic
prospects of recovery of the asset, the relevant
amounts are written off.
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2. Significant Accounting Policies (Continued)

(c) Financial assets (Continued)

ENEERYE S RENERN
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IR B St A B E /IR mE(E 3k
MRRBYLEE(RFERIE
M) EBEERIMKEES
WEUHMER - TR R
RERXGEEES MBS
Yo Stk B AR BR o

A financial asset is derecognized when the rights to
receive cash flows from the asset have expired or the
Authority has transferred substantially all the risks

and rewards of ownership of the asset.

(d) Financial liabilities

Financial liabilities include creditors and accruals and
are measured at amortized cost using the effective

interest method subsequent to initial recognition.

A financial liability is derecognized when the relevant
obligation is discharged, cancelled or expires.

(e) Fixed assets

Fixed assets are stated at cost less subsequent
accumulated depreciation and accumulated

impairment losses.

Subsequent costs are included in the asset’s carrying
amount or recognized as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Authority and the cost of the item can be
measured reliably. The carrying amount of the
replaced part is derecognized. All other repairs and
maintenance are charged to the income and
expenditure account during the financial period in
which they are incurred.

% 3R Annual Report 2016-17
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REEEELER Insurance Authority

(f)

¥R &5 K Bf % ] 3% Reports and Financial Statements

2. Significant Accounting Policies (Continued)

(e) Fixed assets (Continued)

Depreciation is provided to write-off the cost of items
of fixed assets over their estimated useful lives and
after taking into account their estimated residual
value, using the straight-line method.

Fixed assets are depreciated on a straight-line basis
as follows:

Information Technology 3 years
equipment and software

Office equipment 5 years

Office furniture 5 years

An item of fixed assets is derecognized upon disposal
or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or
loss arising from derecognition of the asset (calculated
as the difference between the net disposal proceeds
and the carrying amount of the asset] is included in
the income and expenditure account in the year in
which the item is derecognized.

Cash and cash equivalents
Cash and cash equivalents include cash on hand, cash

at bank and short-term highly liquid investments with
original maturities of three months or less.
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2. T EEFHEK () 2. Significant Accounting Policies (Continued)

(g ENIRARRETEH

(g) Creditors and accruals
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113

o
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Creditors and accruals are obligations to pay for
goods or services that have been acquired in the
ordinary course of business from suppliers. Creditors
and accruals are classified as current liabilities if
payment is due within one year. If not, they are
presented as non-current liabilities. Creditors and
accruals are recognized initially at fair value and
subsequently measured at amortized cost using the
effective interest method.

(h) Employee benefits

Employee entitlements to annual leave and variable
pay are recognized when they accrue to employees. A
provision is made for the estimated liability for
untaken annual leave and variable pay as a result of
services rendered by employees up to the end of the
reporting period.

Employee entitlements to sick leave, maternity leave
and paternity leave are not recognized until the time
of leave.

Employee benefit expenses, including pensions and
housing benefits provided by the Government to the
civil service staff seconded (“seconded staff”) to the
Authority, are charged as expenditure on an accrual
basis in the period in which the associated services

are rendered.

% 3R Annual Report 2016-17
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RIZZEEER Insurance Authority

(i)

()

2. Significant Accounting Policies (Continued)

Retirement benefit costs

The Authority has joined a Mandatory Provident Fund
Scheme ("MPF Scheme”] established under the
Mandatory Provident Fund Schemes Ordinance.
Contributions paid or payable to the MPF Scheme is
charged as expenses when employees have rendered
services entitling them to the benefits.

Provisions

Provisions are recognized when the Authority has a
present legal or constructive obligation as a result of
past events, when it is probable that an outflow of
resources embodying economic benefits will be
required to settle the obligation, and when a reliable
estimate of the amount of obligation can be made.
Expenditures for which a provision has been
recognized are charged against the related provision
in the period in which the expenditures are incurred.
Provisions are reviewed at the end of each reporting
period and adjusted to reflect the current best
estimate. Where the effect of the time value of money
Is material, the amount provided is the present value
of the expenditures expected to be required to settle
the obligation. Where the Authority expects a provision
to be reimbursed, the reimbursement is recognized
as a separate asset but only when the reimbursement
is virtually certain.
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2. Significant Accounting Policies (Continued)

(k) Grant from the Government of Hong Kong
Special Administrative Region (“the
Government”)

Grant from the Government is provided without
related conditions. It is recognized as capital upon
receipt in the statement of financial position.

3. TAXATION

No provision for Hong Kong Profits Tax has been made in
the financial statements as the Authority is exempt from
Hong Kong Profits Tax under the Inland Revenue
Ordinance.

4. Staff Related Expenses

The staff related expenses include salaries, contributions
to MPF Scheme, insurance and other staff related costs
for officers of the Authority and staff costs of the
seconded staff.

F 3k Annual Report 2016-17
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5. R EE B A B 5. Authority Members’ Remuneration
HZE217F3A31B L RERBE Authority members’ remuneration for the year ended 31
ERAERFFAITESHRMMAT March 2017 is set out below:

20154

12H7H

(B IZH)ZE2016

F

3H31H

BZE2017% Period from

3HA31H 7 December

IHFE 2015 (Date of

Year ended establishment]

31 March 2017 to 31 March 2016

% 7t HK$ 7 7T HK$
FEREMUFHITEE Chairman and 7 Non-Executive

Directors 2,520,000 657,097

REEEELER Insurance Authority
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b. EIEEE 6. Fixed Assets
ERE
REH#
WAZERE PAZEHEE ITEquipment
Office Office and @t
Equipment Furniture Software Total
# 7T HKS 7 7T HK$ % 7T HK$ 7 7T HK$
B AR coST
FARE Additions during the year 124,990 22,469 676,837 824,296
R2017F3A831H At 31 March 2017 124,990 22,469 676,837 824,296
nE DEPRECIATION
FEHE Charge for the year 18,621 - 50,850 69 471
R2017E3 8318 At 31 March 2017 18,621 — 50,850 69 471
iR {8 CARRYING AMOUNT
R2017E3 8318 At 31 March 2017 106,369 22469 625,987 754,825
R2016F3A31H At 31 March 2016 - — — —
7. U R 7. Grant from the Government

& B2 R 7020164 3 A W ELE #5300
BT BT B R B R2016%F 6
A WER7E % 4.518 7T B9 BUT 58 54
/3 IR BE B R XL 1) HR /& 5E PR B K
TR o BT Y B SR0% B M AR R
RERWERRKIAEL  HEBERD

In June 2016, the Authority received a grant of HK$450

million from the Government as funding to cover the

establishment and operating costs of the Authority in its

initial years, subsequent to the grant of HK$3 million

received in March 2016. The grants are recognized as

capital in the statement of financial position and are

provided by the Government without related conditions.

% 3R Annual Report 2016-17
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8. EARKIE

8. Capital Commitments

RERRNBEREBEEEEE

At the reporting date, the Authority had commitments for

RE AN AENT : capital expenditure in respect of the acquisition of fixed
assets as follows:
2017 2016
7 7T HK$ 7 T HK$
EETHERYIA Contracted but not provided for

MBHREA 665,500 —
EREBRITN Authorized but not contracted for 2,176,000 —
2,841,500 —

. BERRSEE

B R2017F4A218 £ F 3k T
EQO17FEQ05F R B A BB
R GBI (EMBE) AE) - 58
20174 6 A 26 B BUE T 1&01) 18 78
BXHEXBE FREBEE
FREEMZEZEBGE - REBRK
2017 F 6 A26 BB HE R AR ©
RERMERFE BERAR

AREEHREFHAEHENE -
BRER2017F4A2NBEFRTIZE
M BEN  FRERREM
H A W IR B A B) IR A B A 4%
ERBEEAERE  WHdRRZE
B (B FE) TS BB A
ER M MIEET -

REEEELER Insurance Authority

9. Events After the Reporting Period

The Government gazetted on 21 April 2017 the Insurance
Companies (Amendment) Ordinance 2015
(Commencement] Notice 2017, to specify 26 June 2017 as
the date on which the relevant provisions of the
Amendment Ordinance come into operation, to enable the
Authority to take over the statutory functions of OCI. On
26 June 2017, the Authority started regulating insurance
companies. The OCl was disbanded on the same day.

To tie in with the planned commencement of the new
regulatory regime, the Government gazetted on
21 April 2017 the relevant subsidiary legislation, which
enables the Authority to collect authorization fees from
insurance companies and user fees on specific services
provided, and introduce technical updates to the various
pieces of subsidiary legislation under the Insurance
Ordinance (Cap. 41).



PR Eo
NOTES TO THE FINANCIAL STATEMENTS

HE2017F383MBLEEFE
For the year ended 31 March 2017

9. R EWREE (&)

B R2017F5ABEMRER
=BEABR TS  BBRFRITH
ETBREREZERECEE(BE
ME#) BRERITHREE T8
20176 6 A26 8 & =2018% 6 A
5B PEENEZHITESE
THAE=F -

REREATRFEAET M
MHAZEHERE - RET A&
HN2EHEHE RERK
REFHNKREEHSAERER
94,797,077 7T °

9. Events After the Reporting Period

(Continued)

The appointment of senior executives of the Authority was
announced on 5 May 2017. The Chief Executive of the
Hong Kong Special Administrative Region has appointed
Mr John Leung Chi-yan (seconded from the Government]
as the Chief Executive Officer of the Authority from
26 June 2017 to 25 June 2018 and four Executive Directors
for a term of three years.

The Authority has committed to two lease agreements for
its office premises in this financial year. With these new
leases in effect, the commitments for future minimum
lease payments under non-cancellable operating leases
in respect of rented premises within the next five years is
HK$94,797,077.
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Organisational Structure of the Insurance Authority

RUXBEXRBHEES
Industry Advisory Committee
on Long Term Business
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o ¥{IhEFKAR
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CEOQ’s office

¢ External Relations Section
e Legal Section

REIEKER — IR
FEE ML
HITES HITES
Long Term Business General Business
Division Division
Carol Hui Simon Lam

Executive Director Executive Director

REEEELER Insurance Authority

RIBEEER

Insurance Authority

TBUMES
REAL=

Chief Executive Officer
John Leung

miFIT R
BITES
Market Conduct
Division

Stephen Po
Executive Director

BEEKZRES

Corporate Services Committee

HIEKEES

External Relations Committee

BREE

Audit Committee

FAIRIESIZER
Codes and Guidelines Committee

BERRBRE
EER
HITES
Policy and
Development Division

Raymond Tam
Executive Director

BB

REE
#E

Corporate Services
Division

Catherine Leung
Director
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IIF;

Chairman

Dr the Hon Moses Cheng Mo-chi, GBM,
GBS, JP

Dr Cheng is the Consultant of a law firm after
serving as its Senior Partner for over 20 years.
His areas of practice cover capital markets.
corporate governance, regulatory and
compliance. He has been actively contributing
to the community and is currently a member of
the Financial Leaders Forum. He has also
served in important positions including
Chairman of the Education Commission,
government-appointed Director on the Board
of the Hong Kong Exchanges and Clearing
Limited, and founding Vice-Chairman of the
Estate Agents Authority.

Non-Executive Directors

Mr Samuel Chan Ka-yan, JP

Mr Chan is a practicing barrister and an
incumbent member of the Consumer Council,
the Competition Commission and the
Telecommunications (Competition Provisions)
Appeal Board. He is also a Deputy Chairman of
the Appeal Board Panel (Town Planning).

Professor Chan Wai-sum

Professor Chan is an actuary and a Professor
of Finance of the Chinese University of Hong
Kong, with expertise covering life insurance
products, retirement income arrangements
and health care financing in Hong Kong.

Ms Chitty Cheung Fung-ting

Ms Cheung served in a number of key
management positions at an international
airline. She is a former member of the Hong
Kong Tourism Board and the Planning and
Development Committee of the Travel Industry
Council.
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Non-Executive Directors

Mr Kenneth Kwok Tsun-wa

Mr Kwok is a veteran insurance practitioner
and has served in senior positions in
international insurance brokerage firms and
general insurance companies. He was a
member of the General Committee of the
Insurance Claims Complaints Bureau and
Chairman of the Motor Insurers’” Bureau of

Hong Kong (1987-1988].

Mr Ma Ho-fai, GBS, JP

Mr Ma is a senior partner of a law firm, with
extensive experience in conveyancing-related
work in Hong Kong. He is an Independent
Director and Honorary Secretary of the Travel
Industry Council of Hong Kong. He is also the
Chairman of Home Purchase Allowance
Appeals Committee Panel.

Mr James Wong Chien-kuo

Mr Wong is former Chief Executive Officer of
major life insurance companies, former
Chairman of the Hong Kong Federation of
Insurers, a former member of Hong Kong
Banking Advisory Committee and a member of
Committee on Strategic Enhancement of Hong
Kong as an International Financial Centre.

Mr Stephen Yiu Kin-wah

Mr Yiu was the Chairman of the Mainland China
and Hong Kong operations of an international
accounting firm. He has extensive experience
in auditing listed and large corporations,
particularly in the banking and finance sectors.
He is a government-appointed Director on the
Board of the Hong Kong Exchanges and
Clearing Limited.
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Executive Directors

Mr John Leung Chi-yan, JP

Chief Executive Officer

Mr Leung was the former Commissioner of
Insurance and seconded to the IA from the
Government to take up the position of Chief
Executive Officer for one year from 26 June
2017. He has served in various bureaux and
departments, working mainly in policy areas
including constitutional affairs, district
administration, international trade and financial

services.

Ms Carol Hui Mei-ying

Executive Director, Long Term Business
Ms Hui joined the then Office of the
Commissioner of Insurance ("OCI") in 1990 and
held managerial positions in various divisions.
She was responsible for the prudential
supervision of general and long term insurers,
setting policy and legislation, as well as liaison
with the Mainland and international insurance
supervisors. Before joining the IA, she was the
acting Assistant Commissioner of Insurance of
She has

played a pivotal role in exercising prudential

the Long Term Business Division.

supervision of life insurance companies in
Hong Kong and enhancing the relevant
regulations for better protection of policy

holders.
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Executive Directors

Mr Simon Lam Sui-kong

Executive Director, General Business
Mr Lam started his insurance career in Hong
Kong in 1984. He has extensive Asia regional
experience in the insurance and reinsurance
industry with wide business and operation
exposure in the Hong Kong, Mainland China,
Vietnam and Thailand insurance markets. Prior
to joining the IA, he was the Chief Operating
Officer for Asia Pacific of an international
insurance company.

Mr Stephen Po Wai-kwong

Executive Director, Market Conduct

Mr Po has a strong background in financial
regulatory work both in Hong Kong and
overseas. He served as the Senior Director of
the Intermediaries Supervision Department of
the Securities and Futures Commission ("SFC”).
He had also been the Chairman of the
International Organization of Securities
Commission Committee on the Regulation of
Market Intermediaries for seven years before
departing from the SFC in early 2017.
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Mr Raymond Tam Wai-man

Executive Director, Policy and
Development

Mr Tam began his actuarial career in Canada in
1979. He has ample experience in the insurance
and pension industry in Hong Kong, Mainland
China and Asia. He held various managerial
positions in insurance companies and actuarial
consulting firms and served in the then OCI and
the Mandatory Provident Fund Schemes
Authority previously. Before joining the IA, he
was the Chief Risk Officer, Asia of an international
insurance group overseeing the risk and actuarial

functions.
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Corporate Services Committee

Terms of Reference

(a) To advise on the development of policies and procedures
relating to human resources, financial and administrative
matters.

(b) To review the structure and level of staff remuneration,
and recommend adjustments, if justified.

(c) To ensure the integrity of the accounting and financial
reporting systems of the IA, and the compliance of these
systems with statutory, regulatory, and relevant technical
requirements.

(d) To review and make recommendations on the draft
annual corporate plans (including the estimates of
income and expenditure) of the IA.

(e) To review and make recommendations on the levels of
levy and various fees payable by policy holders, insurers
and insurance intermediaries respectively.

(ff To advise on matters in relation to the IA's office
accommodation.

(g) To consider any human resources, financial and
administrative matters referred to it by the IA.

Membership

Mr James Wong Chien-kuo (Convenor)

Mr Samuel Chan Ka-yan, JP

Professor Chan Wai-sum

Dr the Hon Moses Cheng Mo-chi, GBM, GBS, JP
Ms Chitty Cheung Fung-ting

Mr Kenneth Kwok Tsun-wa
Mr Ma Ho-fai, GBS, JP
Mr Stephen Yiu Kin-wah
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External Relations Committee
Terms of Reference

(a) To formulate policies and strategies on external
communications, and promotion of public understanding
of insurance products and the insurance industry.

(b) To oversee the implementation of the communications
and public promotion strategies approved by the IA.

(c) To advise on matters relating to the IA’s logo, website,
publications (including the annual reports), engagement
events, publicity campaigns and external relations.

(d) To consider any other external relations matters referred
to it by the IA.

Membership

Ms Chitty Cheung Fung-ting (Convenor]

Mr Samuel Chan Ka-yan, JP

Dr the Hon Moses Cheng Mo-chi, GBM, GBS, JP
Mr Ma Ho-fai, GBS, JP

Mr James Wong Chien-kuo

Mr John Leung Chi-yan, JP

Mr Raymond Tam Wai-man
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EZES Audit Committee
Be #E &6 Terms of Reference

(a) WA NMERIRERPHANZLEEI L (a) To review and monitor the effectiveness of the IA's

REERENRR LEAH internal control and risk management systems, and make
EHRRERIEHES recommendations to the IA as and when necessary.

(b) BLONEEF AN EZERE R ° (b) To recommend the appointment of an external auditor.

c) BHERAFHBEHREK BIEEHAK [ To review annual financial statements, including the

HEMAEBROZER - AR composition and accounting principles adopted in such
EHRERRESREREZE - statements, before submission to the IA for consideration.

d BHREAMNEFERMEZ - (d) To review the findings and recommendations of the
WEEHETMERNEEIBN auditor, and oversee the implementation of the auditor’s

recommendations.

) MRERKFZZECEEMNE (o) To consider any other audit matters referred to it by the

FAEEEE  EHERE- IA.
RERE Membership
hEESLE(BEA) Mr Stephen Yiu Kin-wah (Convenor)
PR 12 AR UK Professor Chan Wai-sum
EEEE Lt KEFEE GBS JP Drthe Hon Moses Cheng Mo-chi, GBM, GBS, JP
SRR EE S A Mr Kenneth Kwok Tsun-wa

{RIZZEEEE S Insurance Authority
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Codes and Guidelines Committee
Terms of Reference

(a) To review draft codes ("Codes”) and guidelines ("GLs") in
relation to (i) matters relating to any of the functions of
the IA under the Insurance Ordinance (the “Ordinance”);
or (i) the operation of a provision of the Ordinance, and

make recommendations to the IA as and when necessary.

(b) To review existing Codes/GLs and advise on major
amendments to these Codes/GLs, and make
recommendations to the IA as and when necessary.

(c) To oversee industry consultation of new and updated
Codes/GLs where necessary as well as to monitor
promulgation of these Codes/GLs.

(d) To consider and advise on any other matters relating to
Codes and GLs.

Membership

Mr Samuel Chan Ka-yan, JP (Convenor)

Dr the Hon Moses Cheng Mo-chi, GBM, GBS, JP
Mr Kenneth Kwok Tsun-wa

Mr Ma Ho-fai, GBS, JP

Mr James Wong Chien-kuo

Mr John Leung Chi-yan, JP

Mr Stephen Po Wai-kwong

Mr Raymond Tam Wai-man
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Industry Advisory Committee on Long Term

Business

Chairman

Dr the Hon Moses Cheng Mo-chi, GBM, GBS, JP

Ex-officio Members

Mr John Leung Chi-yan, JP
Ms Carol Hui Mei-ying
Mr Raymond Tam Wai-man

Non-official Members

Mr David Alexander

Ms Jo Jo Chan Shuk-fong
Mr Chan Yim-kwong

Mr Michael Edward Huddart
Mr Garth Brian Jones

Mr Mike Lee Siu-chuen
Professor Li Jing-yuan

Mr Weber Lo Wai-pak

Mr Jeremy Robert Porter
Mr Martin Tam Chi-wai

Ms Clarice Yen Wing-chi

Mr Lennard Yong Peng-kuang
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Industry Advisory Committee on General
Business

Chairman
Dr the Hon Moses Cheng Mo-chi, GBM, GBS, JP
Ex-officio Members

Mr John Leung Chi-yan, JP
Mr Simon Lam Sui-kong

Mr Raymond Tam Wai-man
Non-official Members

Mr Cheng Kwok-ping

Ms Agnes Choi Heung-kwan, MH
Mr Michael Fung Lik-yeung
Mr Franz Josef Hahn
Professor Angela Ng Lai-ping
Ms Rebecca Poon Chui-ngor
Dr Michael Tsui Fuk-sun

Mr Peter Whalley

Mr Harry Wong Kwok-tim
Professor Jason Yeh Jia-hsing
Mr Allan Yu Kin-nam
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Membership of the Insurance Appeals Tribunal
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Chairperson

Mr Douglas Lam Tak-yip, SC

Panel members

Mr Frederick Chan Hing-fai
Ms Karen Chan Ka-yin
Professor Stella Cho Lung Pui-lan
Mr Alex Chu Wing-yiu
Professor Goo Say-hak

Mr Dennis Ho Chiu-ping

Mr Marvin Hsu Tsun-fai

Mr Eric Hui Kam-kwai
Professor Michael Hui King-man
Mr Adrian King

Miss Anna-Mae Koo Mei-jong
Ms Juan Leung Chung-yan
Dr Miranda Lou Lai-wah

Mr Philip Mak Shun-pong

Mr Andrew Mak Yip-shing
Professor Joshua Mok Ka-ho
Dr Patrick Poon Sun-cheong
Mr Bhabani Sankar Rath

Mr Soo Kwok-leung

Ms Phoebe Tse Siu-ling

Dr William Wong Ming-fung
Mr Charles Yang Chuen-liang
Dr Samuel Yung Wing-Kki
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