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Frequently Asked Questions about collection of premium levy
by the Insurance Authority (1A)
(for industry reference)
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How can policy holders find out the
collection arrangement of premium levy
of their policies? Will insurance
companies explain to policy holders how
the premium levy is calculated?
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Insurance  companies will explain the
arrangement to policy holders through various
channels (e.g. email, SMS or premium notice).
Policy holders should contact their insurance
company for any enquiries.
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How should insurance companies inform
policy holders of the collection of
premium levy on premium notices or
anniversary statements?
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The 1A requires insurance companies to
explain the collection of premium levy with a
general statement. Insurance companies are
also encouraged to set out the exact amount of
the levy on premium notices or anniversary
statements.
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How will insurance companies collect

the levy from policy holders who pay the
premium via bank autopay service?
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Insurance companies will notify their policy
holders of the default arrangement to debit the
levy together with the premium payment via
autopay service. Policy holders can contact their
insurance companies for any enquiries.
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Does the levy apply to all policies? Are
there any exemptions?

BREREER - B85, MZE.
BRREOHHBREE -

Reinsurance business, marine, aviation, goods-
in-transit and policies underwritten by

authorized captive insurers are exempt from
the levy.
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Some insurance companies say that they
will pay the levy on behalf of their policy
holders. Why?
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Policy holders should pay the levy in
accordance with the law. However, individual
insurance companies may choose to pay the
levy on behalf of their policy holders. Insurance
companies will inform policy holders via
various channels (e.g. anniversary statements)
of this arrangement.
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Insurance companies are also required to

provide a proof of payment if a policy holder
requests it.
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How can policy holders know whether
their insurance companies will pay the

levy for them? Will this affect the policy
terms and their protection?
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Insurance companies will inform policy holders
via various channels (e.g. anniversary
statements) of the related arrangement. This
should not affect the policy terms and the
protection enjoyed by the policy holders.
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Can policy holders pay the premium levy
direct to the 1A?

REBURRZE (BE ) RBHD) > &REA
MARRBRATIHNRERDE -

The Insurance (Levy) Regulation stipulates that

policy holders must pay the levy to insurance
companies.
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If a policy holder prepays the premium in
2017 for a new policy with an inception

date on or after 1 January 2018, does s/he
need to pay a premium levy?
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The law stipulates that premium levy is
applicable to new or in-force policies with
inception date or policy anniversary date on or
after 1 January 2018. The prepaid premium by
the policy holder in 2017 should be booked in
the “future premium deposit” account (instead
of the “premium” account) by the insurer.

Therefore, policy holders should “prepay the
premium levy” under the applicable rate.
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If an insurance company accepts
prepayment of premium, can it also accept
prepayment of premium levy?

o REBEAH » WERAMDBEERHAXMR

ERBNRERHE - R 23 o L
BRRANEHREAW FHRER

=

The law sets out that policy holders should pay
the levy each time when a premium is paid.
Insurance companies can collect prepayment of
levy from policy holders on prepaid premiums.
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Levy rates and caps
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How are the levy rates determined?
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The law provides for the IA to collect premium
levy from policy holders in an incremental
approach with levy caps to reduce the impact on
policy holders.
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Will the IA lower the levy rates in the
future?
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Under the Insurance Ordinance, if the reserves
of the 1A, after deducting depreciations and all
provisions, are more than twice its estimated
operating expenses and there is no outstanding
debt, the 1A must consult the Financial
Secretary with a view to recommending to the

Chief Executive in Council a reduction of the
levy.
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Can insurance companies which pay the

levy on behalf of their policy holders use
this as a marketing tool?
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Insurance companies should not use this as a
marketing tool.
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For policies denominated in foreign
currencies, which exchange rate should
be used in calculating the levy caps?
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The 1A allows insurance companies to adopt
either their book exchange rates or IA’s

prescribed exchange rates for levy cap and
remittance of levy.

14.

BN RENRE  BH—-%18

BN RENRE  HESRES

ME 2 SN AFERR -

> RE AB-_FHN—REBRF
B RIRATE 2018F 18 1 H
—RBHUNEZRES005 ;

> RE BR-FHHN—MRFEHRF
B> ®RRATE 2018 F 5 H.
2019F 5B K 2020F 5 A =
REPHRE - BRA$1005

MORENBERERHEZS &M

Eile

Are the levy amounts the same for a

policy with premium paid by instalments

and a policy with one-off premium
payment? For example:
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o $300E x 0.04% = $1,200
o —MEKRFRREE LIR$2,000
> REBHNRERERS
2018 ©F : $100 & x 0.04% = $400
2019 £ : $100 & x 0.06% = $600
2020 £F : $100 & x 0.085% = $850
fRE B MBHE 551,850
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If policy holders pay their premium by
instalments, they must pay the levy each time a
premium is paid. In the example:




» Policy A is a 3-year general
insurance policy with a one-off
premium payment of $3 million
on 1 January 2018;

> Policy B is a 3-year general
insurance policy with premium
payable by instalments in May
2018, May 2019 and May 2020.
The premium payment is $1
million for each instalment.

Is the total amount of levy the same for
both policies?

» The premium levy on Policy A is the lower
of:
o $3 million x 0.04% =|$1,200
o The $2,000 levy cap for general
insurance policies
» The premium levy on Policy B is:
2018: $1 million x 0.04% = $400
2019: $1 million x 0.06% = $600
2020: $1 million x 0.085% = $850

The total levy payable is {$1,850 for Policy
B.

Therefore, the levy payable for a policy with
premium paid by instalments and a policy with
one-off premium payment may not be the
same.
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For policies of less than one year
coverage period, will the levy caps be

calculated in proportion to the number of
months?
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For policies of less than one year coverage
period, the levy caps will not be calculated
based on the number of months. For example,
when the policy holder pays the premium of
$5.5 million in September 2018 for a 8-month
general insurance policy, the levy payable is the
lower of:

» $5.5 million x 0.04% = $2,200

» The $2,000 levy cap per policy year for
general insurance policies
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Definition of “premium”

16.
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Will the 1A collect levy from the following insurance features?

a) BRREEN

Automatic premium loan Yes
b) Cash on investment =
Yes
c) BRH IRz A=z
Extended term insurance No
d) EREF g
No claim discount No
e) EHILERR F&
Paid up addition No
HhimneEadHERARRERE
Premium for ILAS Yes
9) EHRRE
Premium for Universal Life Yes
h) fRE R HA A
Premium holiday No
i) LL9 ALK R 2 e
Premium offset by dividend Yes
j) REES BRI g
Reduced paid up No
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How is the inception date of a policy
determined? Is it the same as the policy
effective date?
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As defined by the law, “inception date” is the
date on which the first premium under the
contract becomes payable. It may not be the
same as the policy effective date.
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Refund of levy
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Under what circumstances will the levy
be refunded to policy holders?
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Refund of levy is allowed if the corresponding
premium becomes refundable (unless the
amount of levy payable on premium after refund
still reaches the cap). Insurance companies have

to follow the requirements stipulated by the 1A
in calculating the amount of levy to be refunded.
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If policy holders cancel their policies

during the cooling-off period, will the
levy be refunded?
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Policy holders can enjoy full refund of levy for
policies cancelled during the cooling-off period,
no matter a full refund of premium is made or
not.
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Can refund of levy be made if policy
holders cancel their policies?
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Refund of levy is allowed if the corresponding
premium becomes refundable. However,
cancellation of policies that do not constitute
any premium refund do not necessitate the
refund of levy.
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Refusing to pay the levy
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If a policy holder has paid the insurance
company an amount only enough to
cover the premium, will the insurance
company deduct the levy from the
premium?
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To avoid unintended termination of the policy,
insurance companies will not deduct the levy
from the premium. The above scenario will
result in non-payment of levy.
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If a policy holder does not pay his/her
levy and a claim payment arises, can the

REBEASIALTMBEREAANEE > 70
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The insurance company should have the
consent from the policy holder to deduct the
outstanding levy from the claim payment.

insurance  company  deducts  the
outstanding levy from the claim
payment?
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If a policy holder does not pay the levy,
what will the insurance company do?
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REBBRENRHERERE -

The insurance company will contact the policy
holder at least 3 times within 6 months via any
means (e.g. email, letters or SMS) as reminders
of the outstanding levy. If the insurance
company still fails to collect the levy, it will
report the case to the IA.




24. R IRR AR

g AUgR?
What if a policy holder still refuses to
pay the premium levy?
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If a policy holder does not pay the required
levy, the IA may impose on the policy holder a
pecuniary penalty of up to $5,000. The IA may
recover the outstanding levy as a civil debt due
to it.
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Complaints about the levy
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How can the 1A ensure that no excessive
levy is collected by insurance
companies?
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Insurance companies must submit audited
annual remittance reports to the 1A, as required
by the law. If an insurance company has
collected excessive levy from a policy holder,
the 1A may impose on the insurance company a
pecuniary penalty of up to $10,000.
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