Office of the Commissioner of Insurance
Explanatory Notes for Completion of
General Insurance Business Quarterly Return
1. The definition of terms as stipulated in the Insurance Companies Ordinance shall be followed.

2. Medical Business for the purpose of this return means the business of the nature of Class 2 (Sickness) of general business.
3. Third Party Fire and Theft motor vehicle insurance policies for the purpose of this return are to be reported under Third Party Business/Coverage under Direct Motor Vehicle, Damage & Liability Business.

4. For direct Ships, Damage & Liability Business, the parts relating to ship builders’ risks for the purpose of this return are to be reported under Hull & Machinery Business whereas that relating to charterers’ liability, ship operators’ liability and ships repairers’ liability are to be reported under Ships Liability (Others) Business.  
5. Ships Liability (Local Vessels Liability) Business under direct Ships, Damage & Liability Business shall cover insurance policies for local vessels as defined under Merchant Shipping (Local Vessels) Ordinance (Cap 548) for the purpose of this return.
6. Fire Business under direct Property Damage Business shall cover Fire insurance, Fire & Allied Perils insurance and Accidental Damage (Property) insurance for the purpose of this return.

7. Engineering Business under direct Property Damage Business shall cover the parts relating to the material damage cover under Contractors’ All Risks (CAR) and Erection All Risks (EAR) insurance, Contractors’ Plant & Equipment insurance, Machinery Breakdown insurance, Boiler & Pressure Vessel Explosion insurance, Electronic Equipment insurance and the like for the purpose of this return.  Where it is considered inappropriate for such insurance to be reported under Engineering Business under certain circumstances, say where the subject insured is to be left idle etc, discretion should be exercised to report such under other sub-classes.  For the avoidance of doubt, the parts relating to the insurance cover for loss of profit or incurring of unforeseen expenses including advance loss of profit under CAR and EAR policies are to be reported under Pecuniary Loss Business.

8. Owners’ Corporation Liability Business under direct General Liability Business shall cover building owners’ corporation third party liability insurance policies for the purpose of this return.

9. Underwriting Profit/(Loss) is calculated by subtracting Net Commissions Payable, Net Claims Incurred, Unexpired Risks Adjustment and Management Expenses from Net Earned Premiums.
10. Outstanding Claims Provision includes provision for claims incurred but not reported (IBNR).

11. Gross Commissions Ratio is calculated by expressing Gross Commissions Payable as a percentage of Gross Premiums.

12. Net Claims Incurred Ratio is calculated by expressing Net Claims Incurred as a percentage of Net Earned Premiums.

13. Technical Reserves Ratio is calculated by expressing the total of Unearned Premiums, Unexpired Risks and Net Outstanding Claims Provision (including IBNR) as a percentage of Net Premiums.
14. “No. of Vehicles Insured” for the purpose of this return shall be the total number of vehicles written or renewed during the reporting period. 
15. For a motor fleet insurance policy underwritten on a co-insurance basis with other insurers, the “No. of Vehicles Insured” reported shall be the total number of vehicles covered by that policy multiplied by the percentage share assumed by the reporting insurer (to be rounded up).
16. For Employees’ Compensation (“EC”) insurance policies (on annual wage basis), where there were adjustments to premiums or premium refunds during the reporting period arising from the difference between estimated wageroll and declared actual wageroll, the “Annual Wage” reported shall be adjusted to commensurate with the relevant premiums adjustments or refunds.
17. For Construction EC insurance policies (on contract value basis), where there were adjustments to premiums arising from changes in contract values, the “Contract Value” reported shall commensurate with the premium adjustments.  For additional premiums charged for an extension of contract period or maintenance period with the relevant contract value remaining unchanged, no adjustment to “Contract Value” shall be necessary.

18. The Insurance Companies (General Business) (Valuation) Regulation requires valuation of Unexpired Risks (“UER”) for each class of general business.  In the absence of any significant changes to the underwriting policy and claims experience of an insurer’s business, the insurer may assume that the amounts of UER as at the preceding financial year end as annually assessed remain valid throughout the current financial period.  In such case, nil UER Adjustments may therefore be reported in this return.  Otherwise, the insurer shall promptly review its policy liabilities and evaluate the UER amounts to ensure its insurance liabilities as at the end of the reporting quarter are not understated. 
19. For the reporting of Unexpired Risks and Management Expenses for Direct Motor Vehicle Business and EC Business in the respective returns on such businesses, apportionment (among vehicle types or trade occupations) is acceptable as long as the apportionment basis is reasonable and consistently adopted.  
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