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 MOTOR INSURERS’ BUREAU OF HONG KONG 

NOTES TO THE FINANCIAL STATEMENTS 

1 Legal status 

Motor Insurers’ Bureau of Hong Kong (the “Bureau”) is a company limited by guarantee and 
was incorporated under the Hong Kong Companies Ordinance on 10th December 1980. The 
address of its registered office is Level 54, Hopewell Centre, 183 Queen's Road East, Hong 
Kong. 

Under the provision of the Bureau’s Articles of Association, every member shall, in the event 
of the Bureau being wound up, contribute such amount as may be required to meet the 
liabilities of the Bureau but not exceeding HK$100 per member. The assets of the Bureau 
shall be applied solely towards the promotion of the objects of the Bureau as set out in the 
Bureau’s Articles of Association and no part thereof shall be distributed to the members of 
the Bureau. All insurers authorised by law to carry on motor vehicle insurance business in 
Hong Kong must become members of the Bureau. 

The First Fund Scheme was set up in accordance with an agreement entered into on 1 
February 1981 between the Government of Hong Kong and the Bureau (“the First Fund 
Agreement”) and also a Domestic Agreement entered into on 1st February 1981 between 
the Bureau and insurers authorised to carry on motor vehicle insurance business in Hong 
Kong. In accordance with the First Fund Agreement, the Bureau is liable for the settlement 
of all claims for damages for bodily injury or death arising out of any motor vehicle accidents, 
if judgement is obtained and either at the time of the accident giving rise to liability there is 
not in force a policy or such policy is ineffective for any reason other than the inability of the 
insurer to pay its debts by reason of its insolvency and any such judgement is not satisfied 
in full within 28 days. 

The Insolvency Fund Scheme was set up in accordance with an agreement entered into on 
1 November 1985 between the Government of Hong Kong and the Bureau (“the Insolvency 
Fund Agreement”) and also a Domestic Agreement on the same date between the Bureau 
and insurers authorised to carry on motor vehicle insurance business in Hong Kong. In 
accordance with the Insolvency Fund Agreement, the Bureau is liable for the settlement of 
judgements that remain unsettled as a result of the insolvency of a motor insurer. The assets 
of the Insolvency Fund are to be kept separate from the Bureau’s other assets and from any 
other funds subsequently set up. 

The Government of Hong Kong and the Bureau came to an agreement to revise the 
Insolvency Fund Agreement and Domestic Agreement (effective 13 August 2009), to the 
effect that where any claim, in respect of a liability for damage to property of any third party 
caused by or arising out of the use of a motor vehicle in Hong Kong as insured by the 
Insurers, or in respect of a liability to indemnify, make contribution to, or pay damages to a 
person in respect of a relevant liability where another party has satisfied or is obligated to 
satisfy that liability pursuant to a policy of insurance, is not paid in full by the relevant Insurer 
solely by reason of the insolvency of the relevant Insurer, the Bureau may, at its absolute 
discretion and subject to the provisions of the Insolvency Fund Agreement, pay the claim to 
any persons entitled to such payment. 

At the request of the Government of Hong Kong, the Bureau has made available, with effect 
from 1 January 2002, a limited facility out of the First Fund to satisfy the claims of third parties 
who have suffered death or bodily injury caused by a terrorism act through the use of a motor 
vehicle in Hong Kong. The Bureau’s liability for such terrorist acts is limited to a maximum 
aggregate amount of HK$200 million (or such other amount as may be agreed in writing from 
time to time between the Government of Hong Kong and the Bureau) or such lesser amount 
as shall stand to the credit of the First Fund in the books of account of the Bureau as at 
midnight on the 28th day after a judgement (whether in respect of a terrorist act or any other 
claims) is obtained. 
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 MOTOR INSURERS’ BUREAU OF HONG KONG 

NOTES TO THE FINANCIAL STATEMENTS 

3 Management of insurance and financial risk (continued) 

3.1 Financial risk factors (continued) 

(e) Liquidity risk (continued)

(2020: HK$6,167,073) and financial assets at fair value through profit or loss of 
HK$907,077,203 (2020: HK$883,525,786) under First Fund Scheme, and a cash balance of 
HK$10,208,034 (2020: HK$5,720,940) and financial assets at fair value through profit or loss 
of HK$3,374,255,090 (2020: HK$3,235,789,971) under Insolvency Fund Scheme which in 
total contributed to a majority part of the total asset. 

The tables below summarise the timing of cash flows arising from the Bureau’s 
liabilities: 

(i) First Fund Scheme

2021

Cash flows (undiscounted) 
Carrying 
Amount On demand 0-5 yrs 5-10 yrs Over 10 yrs 

HK$ HK$ HK$ HK$ HK$ 

Carrying value and 
cash flows arising 
from: 

Other payable and 
accruals 6,647,102 - 6,647,102 - - 

────────── ────────── ────────── ────────── ────────── 
6,647,102 - 6,647,102 - - 

══════════ ══════════ ══════════ ══════════ ══════════ 
Provision for 
outstanding claims 463,509,000 - 463,509,000 - - 

══════════ ══════════ ══════════ ══════════ ══════════ 

2020 

Cash flows (undiscounted) 
Carrying 
Amount On demand 0-5 yrs 5-10 yrs Over 10 yrs 

HK$ HK$ HK$ HK$ HK$ 

Carrying value and 
cash flows arising 
from: 

Other payable and 
accruals 6,416,411 - 6,416,411 - - 

────────── ────────── ────────── ────────── ────────── 
6,416,411 - 6,416,411 - - 

══════════ ══════════ ══════════ ══════════ ══════════ 
Provision for 
outstanding claims 444,550,000 - 444,550,000 - - 

══════════ ══════════ ══════════ ══════════ ══════════ 
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