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Definition of Terms

a)

b)

Amount of contributions
In relation to retirement schemes business, means the amounts contributed by the employees and
employers to the scheme funds.

Commissions payable

In relation to a financia year of an insurer, means the amounts, whether or not paid during that
year, which are recorded during that year as due to intermediaries and cedants in respect of the
inception, anendment or renewal of contracts of insurance.

Commissionsreceivable

In relation to a financial year of an insurer, means the amounts, whether or not received by the
insurer during that year, which are recorded during that year as due to the insurer from
intermediaries and reinsurers in respect of reinsurance ceded.

Earned premiums
The net premiums adjusted by the unearned premiums at the beginning and end of the financial
year.

Gross claims paid
In relation to general business, means the amount that is paid by an insurer in full or partia
settlement of:

a) claims, including claims relating to business accounted for over alonger period than afinancial
year; and

b) expenses (such as, for example, legal, medical, surveying or engineering costs) which 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 claimsin
question are those mentioned above,

before deduction of recoveries from reinsurers and other parties.
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Gross premiums
In relation to afinancial year of an insurer:

a) a) means premiums after deduction of discounts specified in policies or refunds of premiums
made in respect of any termination or reduction of risks but before deduction of premiums for
reinsurance ceded and of commissions payable by the insurer; and

b) b) includes premiums receivable by the insurer under reinsurance contracts accepted by the
insurer.

Hong Kong general business

a) a) Any direct business or facultative reinsurance business, being general business, in relation to
which therisk is underwritten in Hong Kong, that isto say:

) (i) thepolicy isissued;

(i) (if) the proposal formis prepared or signed;
(i) (iii) the proposal form is submitted or received; or
(iv) (iv) the proposal form or risk is accepted,

in Hong Kong; or

b) b) Any treaty reinsurance business, being general business, in relation to which the risk is
underwritten in Hong Kong, that isto say:

©O) (i) thetresty issigned;
(i) (if) thetreaty is accepted; or
(iii) (iii) thetreaty negotiation is concluded,
25% in Hong Kong, other than treaty reinsurance businessin respect of which less than 25% of the total

risk (calculated in terms of the gross premiums receivable under the treaty) arisesin Hong Kong.
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A risk isdeemed to arise in Hong Kong:

- in the case of Accident & Health or Pecuniary Loss business, if the policy holder being an
individual is resident in Hong Kong or the policy holder is a company within the meaning of
section 2 of the Companies Ordinance (Cap.32);

- in the case of Aircraft, Ships and Goods In Transit business, if the risk is underwritten in Hong
Kong; and

- in all other cases of insurance business, if therisk islocated in Hong Kong.

Lapses
Terminations of insurance policies that do not have non-forfeiture values.

Lloyd's
A London based insurance market consisting of individual and corporate underwriters known as
Names. They are governed by the Council of Lloyd's and underwrite insurance for their own
accounts.

M anagement expenses

Expenses incurred in the administration of an insurer or its business which are not commissions
payable and, in the case of general business, are not included in claims paid, claims outstanding,
expenses for settling claims and expenses for settling claims outstanding.

Net claims paid
The gross claims paid after deduction of recoveries from reinsurers and other parties.

Net liability
In relation to afinancia year of an insurer, means the policy reserve set aside by the insurer before
reinsurance as at the end of the financial year.
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b)

Net premiums
In relation to afinancial year of an insurer, means the net amount after deducting any premiumsfor
reinsurance ceded from the gross premiums.

New business
In relation to afinancial year of an insurer, means policies newly written during the financial year.

Non-unit liability
The reserve set aside to cover claims in excess of unit liability, expenses, and any expected outgo
not covered by the unit liability.

Office premiums

In relation to afinancial year of an insurer, means:

a) for policies with single mode of payment, the premiums paid by the policy holders during the
financial year; or

b) for policies with regular mode of payment, the annualized premiums of the palicies as at the
valuation date or the flexible premium paid by the policy holders during the financial year.

Policy year
The period between the commencement of the policy and its first anniversary, or between two
anniversaries of the policy.

Purereinsurer
In relation to its use in this Insurance Business Statistics, means an insurer which is authorized
under the Insurance Companies Ordinance to carry on reinsurance business only.
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Regular premiums
A policy holder's payments for an insurance policy at regular intervals.

Single premium
A policy holder's one-off payment for an insurance policy.

Statutory business

The business of insurance against liability described in:

a) section 6 of the Motor Vehicles Insurance (Third Party Risks) Ordinance (Cap. 272);
b) section 107D of the Merchant Shipping Ordinance (Cap. 281); or

¢) section 40 of the Employees Compensation Ordinance (Cap. 282).

Sum assured
The amount payable upon the happening of a claim event as defined in an insurance contract.

Surrenders
Terminations of insurance policies that have non-forfeiture values.

Unearned premiums

The amount set aside by an insurer at the end of its financial year out of premiums in respect of
risks to be borne by the insurer after the end of the financial year under contracts of insurance
entered into before the end of that year.
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Unexpired risks provision

The amount set aside by an insurer at the end of its financia year, in addition to any unearned
premiums, which is considered necessary to meet the claims and expenses for settling claims
arising from risks to be borne by the insurer after the end of the financial year under contracts of
insurance entered into before the end of that year.

Unit liability
Thereserve set aside for the value of the units held for policy holders.

With-profits business
The business in which policy holders are entitled to participate in the distributable surplus of the
insurer in addition to their contractua benefits.

Without-profits business
The business in which policy holders do not participate in the distributable surplus of the insurer.



