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(1)

INTRODUCTION

The Insurance Companies Ordinance (“Ordinanaas)brought into the
regulatory regime a framework for the supervisibthe self-regulation by the insurance
industry of insurance agents and brokers sincai88 1995.

Apart from the provisions dealing with the s@lfjulatory system of
insurance agents, the Ordinance empowers, undeorse®9 and 70, the Insurance
Authority (“IA”) to authorize/approve an insuranieker/a body of insurance brokers.

Under the Ordinance, an insurance broker meaessan who carries on
the business of negotiating or arranging contraicissurance in or from Hong Kong as
the agent of the policy holder or potential pololder or advising on matters related to
insurance.

In the above context, a contract of insuran@daentract which contains
an element of insurance. Henceforth, any persimgeas the agent of the policy holder or
potential policy holder in advising on or arrangary contract which contains an element
of insurance, irrespective of the extent of sucuiance element, is deemed to carry on
insurance broking business and is required eithebtain authorization from the 1A
under section 69 of the Ordinance or become a meailaebody of insurance brokers
approved by the 1A under section 70 of the Ordieanc

The IA, before authorizing an insurance brokedar section 69, is
required to satisfy himself that the applicant rasige broker complies at least with the
specified minimum requirements. Similarly, the Ib&fore approving a body of insurance
brokers under section 70, is required to satisfyseif that the applicant body has
adequate provisions in its regulation for membgétisebody to comply with the specified
minimum requirements. The minimum requirementsi§ipd by the IA are for : -

@) gualifications and experience;

(b) capital and net assets;

(c) professional indemnity insurance;
(d) keeping of separate client accounts;
(e) keeping proper books and accounts;

and that the applicant insurance broker is fitpuager to be an insurance broker and that,
in the case of the applicant body of insurance dngkthe applicant body has adequate
rules and regulations to ensure that its constitaeembers are fit and proper to be
insurance brokers.

Pursuant to the above, the following guideliaes drawn up to give
guidance to insurance brokers or bodies of inserdmokers for compliance with the
Ordinance and, in particular, the minimum requirete@s specified by the 1A. Failure to
comply with these guidelines may result in a persobody of insurance brokers not
being authorized or approved or having his/its atglation/approval withdrawn, as the
case may be.



The guidelines will be kept under regular reviemthe light of market

developments to ensure that the interests of pbbtyers and potential policy holders are
adequately protected.

Insurance brokers should also be aware that beslation may affect

their business activities, in particular the Seamsiand Futures Ordinance (“SFO”). In
certain cases an insurance product will constautellective investment scheme under
the SFO, and must therefore be authorized by tlaries and Futures Commission
before it can be offered to the public in Hong Kong

Words and expressions used in the guidelined bhase the same

meaning as are ascribed to them in the Ordinance.

@)

(b)

For the purpose of these guidelines :
Chief Executive (“C.E.”) in relation to

0] an insurance broker means a person who, aof@ntly with others, is
responsible for the conduct of the insurance bgplonsiness of such
insurance broker, not being a person who-

(2) Is also responsible for the conduct of othesiness; and

(2) has a subordinate responsible for the windléhe insurance
broking business; or

(i) an insurance broker formed outside Hong Kongans a person who,
alone or jointly with others, is responsible foe tonduct of the whole of
the insurance broking business of such insurarateebcarried on within
Hong Kong, not being a person who-

(2) Is also responsible for the conduct of iasge broking business
carried on by the insurance broker elsewhere; and

(2) has a subordinate responsible for the windléhe insurance
broking business carried on by the insurance braiiin Hong
Kong.
“Line of Insurance Business” means:
() General Business;
(i) Long Term (excluding Linked Long Term) Busss; and/or
(i)  Long Term (including Linked Long Term) Bumsass

as defined in the Insurance Companies Ordinance.



(©

(d)

(€)

“Policy replacement” means any transactioriving the purchase of long term
insurance if within 12 months before or after a qahcy is effected, an existing
long term insurance policy:

0] has lapsed,;
(i) is surrendered; or
(i) is converted to paid-up or extended-terrsurance.

This list is not conclusive and may be expandech ftime to time to include other
forms of replacement. For the avoidance of danl#rnal replacement i.e. both
the existing and new policies are issued by theesasurer, is covered by these
guidelines.

“Technical Representative” in relation to asurance broker means a person who
provides advice to a policy holder or potentialiggoholder on insurance matters
for an insurance broker, or negotiates or arraogesacts of insurance in or from
Hong Kong on behalf of an insurance broker forlecpdiolder or potential policy
holder.

“Twisting” means the making of inaccurate oisleading statements or
comparisons to induce a policyholder to replacetig long term insurance
policy with other long term insurance policy to phaicyholder’s disadvantage.

(1)  AUTHORIZATION/APPROVAL OF INSURANCE
BROKERS/BODIES OF INSURANCE BROKERS

(A)

Insurance Brokers authorized under section 69

A person, whether a sole proprietorship, pastnip or limited
company, can apply to the IA to become an authdrimeurance broker. An
insurance broker, at the time of his application &wthorization and any
subsequent renewal of authorization, is requiredatitssfy the IA that he has
complied and has continued to comply with all ral@vwstatutory provisions and,
amongst others, the minimum requirements as spediy the IA and contained
herein.

(@ Nomination of Chief Executive

An insurance broker is required to nominate.&. The
C.E. shall be a fit and proper person and shalltnige minimum
requirements of qualifications and experience asiSpd by the IA.

Without limiting the generality of the defiluh of C.E. :
() in respect of a sole proprietorship, theesptoprietor shall be

deemed to be the C.E. and shall assume full redpidres over
the conduct of the brokerage business of that @tmpship;



(B)

(i) in respect of a partnership, the C.E. shallone of the partners
under whom the business of the partnership is sigeer or
conducted and shall assume full responsibilitiesr ¢tive conduct
of brokerage business of that partnership;

(i)  inrespect of a limited company, the CsRall either be a full time

director or full time employee under whom the bass of the
company in Hong Kong is supervised or conducted.

Bodies of Insurance Brokers approved under sec 70

A body of insurance brokers can apply undeti@®c70 for
approval to become an approved body of insuraraesbs. A body of insurance
brokers, at the time of its application for appilamaany subsequent renewal of
approval, is required to satisfy the IA that it ltasnplied and has continued to
comply with all relevant statutory provisions armmongst others, that it has
maintained an appropriate set of rules and reguisftior its members to comply
with the minimum requirements as specified by thanhd contained herein.

An appropriate set of rules and regulationdl,shmongst other
things, include the eligibility of membership, mesnthip rules, code of conduct
for members and disciplinary procedures.

)y MINIMUM REQUIREMENTS FOR COMPLIANCE BY INSURA NCE
BROKERS AND CONSTITUENT MEMBERS OF BODIES OF
INSURANCE BROKERS

(A)

Qualifications and Experience

An insurance broker or the C.E. nominated loy isi required to
(1) have attained the age of 21; (2) be a Hong Kterghanent Resident or a Hong
Kong Resident whose employment visa conditiongnif, do not restrict him
from being engaged in insurance broking busine3k;héve the minimum
education standard of Form 5 or equivalent; andhgg: -

EITHER (i) an acceptable insurance qualificati@minimum of two years’
experience in the insurance industry occupying aagament
position and, if he intends to be engaged in theylterm
(including linked long term) insurance broking mess, passed
the Investment-linked Long Term Insurance papep¢Pé&) as
referred to in (i) below) of the Insurance Intediagies
Qualifying Examination recognized by the 1A (“theu&ifying
Examination”), unless exempted under (ii)(2) belowAn
acceptable insurance qualification may be a/an:



OR

(ii)

(1)

(1) Associate or Fellow of the Chartered Insggalnstitute
(ACII/FCII;

(2) Senior Associate or Fellow of the Austmalend New
Zealand Institute of Insurance and Finance (ANZIIF
(Snr Assoc) / ANZIIF (Fellow));

(3) Fellow of the Life Management Institute (#L);

4) Chartered Life Underwriter (CLU);

(5) Chartered Property Casualty Underwriter QCIp,

(6) Hong Kong Diploma in Insurance Studies ok t
Insurance Institute of Hong Kong;

(7) Fellow of the Institute of Actuaries of Hagd (FIA);

(8) Fellow of the Faculty of Actuaries in Seottl (FFA);

(9) Fellow of the Institute of Actuaries of Atedia (FIAA);
or

(10) Fellow of the Society of Actuaries of theited States
of America (FSA);

or other qualifications considered acceptabliné IA;

in the event he has no acceptable insigaqualification as
mentioned in (i) above, a minimum of five yearspexence in
the insurance industry of which 2 years is at mamamnt
position and passed the relevant papers of the if§iogl
Examination unless exempted. The Qualifying Exatndm
consists of the following papers:

Paper (a) compulsory paper — Principles andtiéeaof
Insurance;
Paper (b) gualifying paper — General Insurance;

Paper (c) gualifying paper — Long Term Insusarand
Paper (d) qualifying paper — Investment-linketg Term
Insurance.

An individual shall be exempted from Pap@)s (b) and (c) as
appropriate of the Qualifying Examination if he veamgaged in
the insurance intermediary business in Hong Kongeaiately
before 1 January 2000 and is in possession of dn#heo
following:

(@) proven relevant experience in insuranceiniess in
Hong Kong for a cumulative period of at least figars
within the six-year period immediately before
1 January 2000; or

(b) the Certificate of Proficiency in Generalsuirance
Studies issued by the Hong Kong Federation of Brsur



(2) An individual shall be exempted from Papel) ©f the
Qualifying Examination if he

(@)

(b)

is in possession of any of the followingagnized
professional qualifications in insurance, investmen
actuarial science:

(1)

(2)
3)
(4)
(5)
(6)
(7)

(8)

(9)

(10)
(11)

(12)

Chartered Life Underwriter (CLU) with an
elective paper “HS 328 Investments” in the CLU
qualifying examination successfully passed,;
Chartered Financial Consultant (ChFC);
Certified Financial Planner (CFP);

Fellow of the Institute of Actuaries of ¢gland
(FIA);

Fellow of the Faculty of Actuaries in Sewoid
(FFA);

Fellow of the Institute of Actuaries of stwalia
(FIAA);

Fellow of the Society of Actuaries of tbeited
States of America (FSA);

person passed the Foundation Programme
Examination of the Hong Kong Securities
Institute (FPE);

person passed the Diploma Programme
Examination of the Hong Kong Securities
Institute (DPE);

HKSI Practising Certificate of the Hong Kong
Securities Institute;

HKSI Specialist Certificate of the Hong Kong
Securities Institute; or

HKSI Professional Diploma in Financial
Markets of the Hong Kong Securities Institute;

or other qualifications acceptable to thedA;

was engaged in long term insurance interangd
business in Hong Kong immediately before 1 January
2002 and has fulfilled all of the following:

(1)

(2)

has proven long term insurance experiance
Hong Kong for a cumulative period of at least
seven years within the eight-year period
immediately before 1 January 2002; and

has proven experience in Hong Kong inrsgkt
least four linked long term policies per annum
and 50 linked long term policies in total within
the five-year period immediately before
1 January 2002.



(@) In respect of (i) above, the following applie

(2) An insurance broker or his C.E. who has nmegr alia, the
experience requirement and any one of the qudidica
requirements specified in (i)(1) to (6) above igible to carry
on or conduct both general and long term (exclutimged long
term) insurance broking business.

(2) An insurance broker or his C.E. who has nmegr alia, the
experience requirement and any one of the qudidica
requirements specified in (i)(7) to (10) aboveligikle to carry
on or conduct both general and long term (includimked long
term) insurance broking business.

3) An insurance broker or his C.E. who has egdas be engaged in
insurance-related work in the insurance industridamg Kong
for two consecutive years shall, inter alia, paagd? (d) of the
Qualifying Examination again before he can be attkd or
registered as an insurance broker or the C.E. ahsurance
broker to carry on or conduct long term (includimked long
term) insurance broking business again, unlessakentet the
requirements specified in (i) and has been exempteder
(i(2)(a) above as appropriate.

(4) An individual, who has passed Paper (d) i Qualifying
Examination, but if for two consecutive years dgrimhich he
has not been engaged in insurance-related woteimsurance
industry in Hong Kong, shall inter alia, re-sit guakss Paper (d)
of the Qualifying Examination again before he carabthorized
or registered as an insurance broker or the C.Bnohsurance
broker to carry on or conduct long term (includimked long
term) insurance broking business, unless he has theet
requirements specified in (i) and has been exemptsier
(i(2)(a) above as appropriate.

(b) In respect of (ii) above, the following apgdi

(2) An insurance broker or his C.E., who has,meer alia, the
experience and Qualifying Examination requiremergsonly
eligible to be engaged in the Line of Insurance iiBess in
respect of which he has passed the Qualifying Exanain,
unless exempted under (ii) above as appropriataddition to
passing the compulsory paper on Principles andtiPeaof
Insurance, he is required to pass the Generaldnsarpaper and
Long Term Insurance paper for his engaging in Ganer
Business and Long Term (excluding Linked Long Term)
Business respectively. He is required to pasaddition to the
compulsory paper, both Long Term Insurance and
Investment-linked Long Term Insurance papers fstengaging
in Long Term (including Linked Long Term) Business.



(B)

(2) An insurance broker or his C.E. who has ngr alia, the
experience requirement and has been exempted (in¢BExa)
above is only eligible to be engaged in the Lindnslurance
Business (General Business and Long Term (excluldimggd
Long Term) Business only) in which he has been gadaor
substantially engaged for five years within the-ygar period
immediately before 1 January 2000.

3) An insurance broker or his C.E. who has nmgr alia, the
experience requirement and has been exempted (in@e(b)
above is eligible to carry on or conduct generaurance
broking business only.

4) An insurance broker or his C.E. who has ed#s be engaged in
insurance-related work in the insurance industridamg Kong
for two consecutive years shall, inter alia, pdss televant
papers of the Qualifying Examination again befoeecan be
authorized or registered as an insurance brokereo€.E. of an
insurance broker again, unless he has met theresgents
specified in (i) and has been exempted under J{Bj2above as
appropriate.

(5) An individual, who has passed the Qualifyiixgamination, but
if for two consecutive years during which he hag heen
engaged in insurance-related work in the insurandestry in
Hong Kong, shall inter alia, re-sit and pass thevant papers of
the Qualifying Examination again before he canutb@rized or
registered as an insurance broker or the C.E. ahsurance
broker, unless he has met the requirements speaifi@) and
has been exempted under (ii)(2)(a) above as agptepr

An insurance broker or his C.E. shall complythwithe
requirements of the Continuing Professional Develept Programme in such
manner and form as specified by the IA.

An insurance broker which is not an individual idyoeligible to
be engaged in the Line of Insurance Business witscl.E. is eligible to be
engaged in.

Capital and Net Assets

An unincorporated insurance broker shall mantan his
insurance brokerage business a minimum net asaleis of HK$100,000 at all
times.

An incorporated insurance broker shall maingminimum net
assets value and a minimum paid up share capitiK$.00,000 at all times.

The minimum net assets value is to be deterbgexcluding all
intangible assets and in accordance with accouptingiples generally accepted
in Hong Kong.

8



©)

(D)

Professional Indemnity Insurance

An insurance broker is required to maintain rafgssional
indemnity insurance policy with a minimum limit isidemnity for any one claim
and in any one insurance period of 12 months. riimmum limit of indemnity
shall be -

0] a sum equal to -

. two times the aggregate insurance brokerageme
relating to 12 months immediately preceding thee dt
commencement of the professional indemnity inswanc
cover (applicable to insurance broker who has been
business for more than one year);

. two times the projected insurance brokerage ircfuml12
months for the period of the professional indemnity
insurance cover (applicable to insurance broker hém®
been in business for less than one year); or

(i) asum of HK$3,000,000

whichever sum shall be greater, up to a maximfirik$75,000,000. Cover in
excess of this prescribed amount may, of coursearbenged to meet the
requirements of individual broker. If as a resfita claim(s), the indemnity
available shall fall below the amount determinedijrabove, the broker shall
effect a reinstatement of cover up to not less thah minimum determined
amount. Where the limit of indemnity has been meiteed in accordance with
(ii) above, the policy shall include provision fame automatic reinstatement to a
limit of indemnity of not less than HK$3,000,000.

Insurance brokerage income, in this context, mdankerage income derived

from advising on or arranging any contract whicmtaoms an element of
insurance, irrespective of the extent of such gste element.

Keeping of Separate Client Accounts

An insurance broker is required to keep clraohies in a client
account separate from his own monies. He is fmiatl to use client monies for
any purpose other than for the purposes of thetcliehe “client account” shall be
designated as such and held by the insurance deokeis client:-



() A “client account” means a current or depascount maintained
with a financial institution duly authorized unddre Banking
Ordinance in the name of the insurance brokeraritle of which
the word “client” appears.

(i) An insurance broker shall keep at least drent account and may
keep as many such accounts as he thinks fit.

(i)  Aninsurance broker who receives or hatasnies on behalf of his
client in relation to insurance broking businessallsiwithout
delay, deposit such monies into the client account.

There shall also be evidence that the provssadisection 71 of the
Ordinance have been notified to and acknowledgethéyfinancial institution
with which the “client account” is maintained.

Without limiting the generality of the abovegqugrements, the
following are to give brief guidance on the circtamees under which monies
shall be deposited into or withdrawn from a cliaotount.

(@ Deposit into client account

These shall be paid into a client account: -

() monies received from client for the purpo$@urchasing
contracts of insurance;

(i) monies received on behalf of client fromsurers,
reinsurers, insurance intermediaries and any dthiet
parties relating to the settlement of insurancenda

(i)  monies received for the purposes of thent which are
incidental to the ordinary transactions of insuesimoking
business; and

(iv)  monies required to be deposited for setdat of bank
charges incurred on a client account.

(b) Withdrawal from client account

Withdrawals from a client account shall berretgd to:-

() premium monies required to be paid on bebiatlient to
insurers, reinsurers or other insurance intermiedidor
the purchase of contracts of insurance;

(i) claim monies received on behalf of cli@amd required to

be paid to the claimant or the person entitledeteive
them;

10



(E)

(i)

(iv)

v)

(Vi)

(Vi)

payments made for the purposes of thentliwhich are
incidental to the ordinary transactions of insuesimoking
business;

monies drawn on client’s written authority

interests received from deposits placedhwilient
account;

monies required to be withdrawn for settént of bank
charges incurred on a client account; and

monies which may by mistake or accideatd been paid
into the account in contravention of paragraphdpP)(

For the avoidance of doubt, monies incidetatalrdinary

insurance broking business , as referred to in. §&B4a)(iii) and para.
(D)(b)(iii) above, are -

()

(ii)
(i)
(iv)
(V)
(vi)

premiums, renewal premiums, additional pgrens and
return premiums of all kinds;

claims and other monies due under congratinsurance;
refunds to clients;

policy loans and associated interests;

fees, charges, levies relating to contrattasurance; and

discounts, commissions and brokerage.

Keeping Proper Books and Accounts

(@)

()

An unincorporated insurance broker shallse to be kept such

accounting and other records as will sufficientikplain the

transactions, and reflect the financial positiontled insurance
broking business carried on by him, and will enabot@ncial

statements of such insurance broking businesspoepared from
time to time which give a true and fair view of theancial

position and results of the insurance broker;

11



(i) An incorporated insurance broker shall eais be kept such
accounting and other records as will sufficientikplain the
transactions, and reflect the financial positiontled insurance
broker, and will enable financial statements tglepared from
time to time which give a true and fair view of theancial
position, and results of the insurance broker; and

(i)  An insurance broker, whether incorporated unincorporated,
shall cause those records to be kept in such aegnasmwill enable
them to be conveniently and properly audited.

(b) The records referred to in (a) above shakedy -

() in writing or in such a manner as to enalblem to be readily
accessible and readily converted into written foang

(i) in sufficient detail to show separately fpaulars of -

Q) all transactions by the broker with, ortiee account of -
- insurance and reinsurance companies;
- clients of the insurance broker; and
- the insurance broker himself;

(2 all income received from brokerage, commaiss interest
and other sources, and all expenses, commissiahs an
interest paid by the insurance broker; and

3) all the assets and liabilities (includingontingent
liabilities) of the insurance broker.

(c) An insurance broker shall retain for a perdadot less than 7 years the
records referred to in (a) above.

(IV)  FUNDAMENTAL PRINCIPLES RELATING TO THE TEST ON
FITNESS AND PROPRIETY OF AN INSURANCE BROKER

An insurance broker, apart from compliance vifta above minimum
requirements, is required to satisfy the IA thaish@nd will continue to be fit and proper
to be authorized as an insurance broker. Foptifgose, an insurance broker is deemed
to be not fit and proper if

® in the case of a sole proprietorship or paghg, the proprietor or any of the
partners (including the C.E.) is not a fit and gmoperson to hold such position;

(i) in the case of a limited company, any ofGt€., directors or controllers (within

the same meaning as defined in section 9 of therdanse Companies
Ordinance) is not fit and proper to hold the positheld by him;

12



(iii)

the C.E. or any of his/its Technical Repretgives is not confirmed and
registered pursuant to these guidelines.

In this connection, the fundamental principkdating to the test on fitness

and propriety of an insurance broker include ttieiong: -

(A)

(B)

Utmost Good Faith

(@)
(b)

(©)
(d)

(€)
(f)

()

An insurance broker shall be of good charamtd reputation.

He shall, at all times, conduct his businegh utmost good faith and
integrity.

He shall be independent and impartial in jgoyg advice to his clients.

He shall not give any misleading information make any false
statements.

He shall not describe himself as an insuragent of an insurer.
He shall use his best endeavour to avoidlmbrf interest and shall not
allow his other business interests, if any, to gdjze his integrity,

independence or competence.

He shall not be engaged in twisting.

Due Care and Diligence

(@)

(b)

(©)

(d)

An insurance broker shall exercise due canel aliligence in
understanding and satisfying the insurance neeatiseguirements of his
client.

He shall take all reasonable steps to enthak his C.E., Technical
Representatives and employees, who are dealinghvatpolicy holder or

potential policy holder, are competent as wellitarfd proper persons.
He shall also ensure that his C.E. or Technicalr&smtatives are
eligible to be engaged in the Line of InsuranceiBess which he (the
insurance broker) is eligible to be engaged in. skl not employ any
insurance broker whose authorization has been raird by the IA, or

any person whose membership as appointed insuagecg or insurance
broker is currently suspended or deregistered bylnburance Agents
Registration Board or by any approved body of iasoe brokers.

He shall not appoint any C.E. or Technicgbi®sentative who is not a fit
and proper person.

He shall terminate the appointment of his .C& Technical
Representative who has been determined by theaA approved body of
insurance brokers not to be fit and proper.

13



©)

()

(f)

(@)

(h)

()

0)

He shall explain the principle of utmost gdaith to his client and make it
clear that all answers and statements given in t@mg@ the proposal
form, claim form, or any other material documerd #hre client's own
responsibility.

He shall advise his client that incorrect\a@ess or information given in
completing the proposal form, claim form or anyestimaterial document
may result in the contract of insurance being ikzgéd or void or claims
being repudiated.

He shall explain the terms of the insurara@racts to his client and shall
advise his client of any exclusion clauses providdtie contract.

He shall comply with all guidelines, codegddctice or similar guidance
materials to which he is subject.

He shall comply with the requirements as €=t in the Code of
Conduct for MPF Intermediaries (“MPF Code”) issliydhe Mandatory
Provident Fund Schemes Authority (“MPFA”) where ieeengaged in
selling or advising on Mandatory Provident Fundesochs or their
constituent or underlying funds.

He shall take adequate measures to ensuredlch of his directors and
employees:

() has registered as an MPF intermediary withNMPFA; and
(i) complies with the requirements as specifrethe MPF Code
where the director or employee is engaged ilingebr advising on

Mandatory Provident Fund schemes or their consiitoe underlying
funds.

Priority of Client’s Interests

(@)

(b)

(©)

An insurance broker shall place the interektss client above all other
considerations in providing advice to, or arrangtogtracts of insurance
for his client.

He shall not prejudice his client’s selectminsurers by unreasonably
limiting the choices of insurers.

He shall not be unreasonably dependent onpantycular insurer in
transacting insurance broking business.

14



(D)  Information from Client

An insurance broker shall not disclose anyrmgation acquired

from his client except: -

€) in the normal course of negotiating, mamitay or renewing a
contract of insurance for that client to the exténat the
information disclosed is required for such purppses

(b) to other professional or commercial orgatmze in connection
with the contract of insurance for that client udihg but not
limited to loss adjusters and surveyors, secuotysaltants and
installation companies, property and engineeringvesirs
consultants and vendors, consulting engineers i@hitects;

(c) with the written consent of that client; or

(d) with court order or to comply with obligati® imposed upon him
by law.

(E) Information for Client

(@)

(b)

(©)

(d)

An insurance broker shall make adequate acdrate disclosure of
relevant material information in dealing with hignt.

If he, at the request of his client or agsult of the absence of suitable
products available locally, refers or arrangesrarest of insurance with
an insurer authorized in other jurisdiction but aothorized in Hong
Kong, he shall advise his client of the unauthatiggatus of the insurer
and obtain a written acknowledgement of the famhfthe client. Where
the client is a corporate entity, he may, in liduobtaining a written
acknowledgement of the fact, include a notice éoctbrporate client in the
cover note or placement confirmation. The notioe acknowledgement
shall follow the Specimen Notice to client and Ackiledgement from
client at Annexure A and Annexure B respectivelflhe notice to
corporate client shall follow the Specimen Notitdanexure C.

He shall disclose his association, if anyntey have with any insurer to
whom he is recommending his client and which maulten a potential

conflict of interests. Without limiting the genbtyof the statement, an
insurance broker must disclose his association thighinsurer arising

from common shareholder/director/controller.

If he is the director/C.E./Technical Repre¢atve/employee of more than

one insurance broker, he shall disclose the capaaithich he is acting in
dealing with his clients.

15



(e) He shall disclose his registration numberigassl by the IA or an
approved body of insurance brokers (as the casebsjay so requested.
He shall also identify his registration number anbhusiness cards if they
are distributed.

® He shall ensure that the Customer Protedenlaration (Annexure D)
has been completed before the client agrees orswattecision in relation
to the purchase of a new long term insurance policythe course of
completing the Customer Protection Declaration,shall follow the
Explanatory Notes attached to the Customer Proteddeclaration. |If
any long term insurance policy replacement is renended, he shall
explain the important consequences and ensuretlteaclient fully
understands the important consequences. In thd éwat he explains
there is no disadvantage attached to the replademmershall give the
reason for this conclusion in writing in the CusesmProtection
Declaration as fully as possible. He shall themwéwd the completed
Customer Protection Declaration to the insurerimgsthe new long term
insurance policy.

(9 He shall deliver any new long term insurapakcy together with a copy
of the Customer Protection Declaration (if applleadssued by the
insurer through him to his client without delay.

(F)  Capabilities

@) An insurance broker shall be capable to perfais functions efficiently.
In this regard, whether he, inter alia, has evenlseclared bankrupt or
been a controller, a director, an officer or a senmnanager of a
corporation that has become insolvent shall bentake account.

(b) He shall be mentally sound.

(c) He has not been convicted of any criminaéée which may affect his
fitness, suitability or propriety to act as an ir@ce broker or found guilty
of misconduct by a professional body to which héomgs or has
belonged.

(d) He shall comply with all statutory obligatgn

In this connection, the provisions under sectit)(A)-(F) may, as
appropriate, apply to the sole proprietor in cakaroinsurance broker being a sole
proprietorship, any of the partners in case ohaarance broker being a partnership, any
of its directors or controllers (within the sameamieag as defined in section 9 of the
Insurance Companies Ordinance ) in case of andnsarroker being a limited company,
as if he were an insurance broker.
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In considering whether the appointment of C.Hd aTechnical

Representative can be confirmed by the 1A or amay@al body of insurance brokers, as
the case may be, and registered in the sub-registier the Register of Insurance Brokers
kept by the IA or an approved body of insurancé&érs the following shall, inter alia, be
taken into account:-

(1)

(2)

3)

(4)

(5)

whether the prospective C.E. or Technical rBegntative is fit and
proper to act as an insurance broker if he weepfdy to be authorized
as such. In this connection, the provisions ursgetion (IV)(A)-(F)

may, as appropriate, apply to the prospective @IE.Technical

Representative as if he were an insurance broker;

whether the prospective C.E. has met theireopents specified in
section (llN)(A);

whether the prospective Technical Represeatat
() has attained the age of 18;
(i) is one of the following persons:
(@) a Hong Kong Permanent Resident; or

(b) a Hong Kong Resident whose employment visa
conditions, if any, do not restrict him from bei@ggaged
in insurance broking business; or

(c) a person who is permitted to work in Hongnl§ and
whose employment visa conditions, if any, do netrret
him from being engaged in insurance broking busines
and

(i)  has the minimum education standard of Fdnor equivalent
unless he was engaged in the insurance intermeligigess in
Hong Kong immediately before 1 Janua?p00 and has not
since ceased to be engaged in insurance-relatekl wathe
insurance industry in Hong Kong for two consecutiears;

whether the prospective Technical Represestahas passed the
relevant papers of the Qualifying Examination ash& were an
insurance broker unless he is in possession otegpéable insurance
qualification specified under section (IlI)(A)(i)2o (10) or other
gualifications considered acceptable to the IAlaatias been exempted
under section (IIl)(A)(i))(1) or (2) as appropriaend

whether the C.E. or Technical Representdtize complied with the

requirements of the Continuing Professional Develept Programme
in such manner and form as specified by the IA.
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In respect of the examination or exemption nesments mentioned in (4)

above, the restrictions in section (lll)(A)(a) afa) shall be applicable to a Technical
Representative as if he were an insurance brokertarsubject always that no Technical
Representative shall be engaged in a Line of Inserd8usiness other than that the
insurance broker appointing him is eligible to bgaged in.

Appointment and registration of C.E. and TecainRepresentatives shall

be effected in the following manner:-

(1)

(2)

3)

(4)

(5)

An insurance broker shall obtain the confitiovaof the IA or relevant
approved body of insurance brokers before confignine appointment
of any person as his C.E. or Technical Represestati

An insurance broker shall be responsiblestdrmitting the application
for confirmation of appointment and registration bis C.E. or
Technical Representative in such manner and formagsbe specified
by the IA or relevant approved body of insuranagkbrs from time to
time.

An insurance broker and the prospective CdE. Technical
Representative shall provide to the IA or relevapproved body of
insurance brokers such additional information ratgv to the
application as the IA or relevant approved bodynsturance brokers
may require. The IA or relevant approved bodyrsurance brokers
shall not be required to consider an applicatiolessit is made in the
specified manner and form and is duly completedh wie information
requested being provided in full. If the insuraboeker becomes aware
of any change in the material circumstances ofptiespective C.E. or
Technical Representative who is the subject ofaing application, he
shall notify the IA or relevant approved body ofumance brokers
forthwith of such change.

A prospective C.E. or Technical Represengatio is the subject of an
application shall satisfy the IA or relevant appdwody of insurance
brokers that he is fit and proper to act as suchha@as complied with the
specified qualifications and experience requiresietinless the IA or
relevant approved body of insurance brokers isasisfeed, it shall not
confirm the appointment of that person as a C.E.Technical
Representative by the insurance broker and redis&trperson as the
C.E. or Technical Representative of the insuramokdy.

The registration of a C.E. or Technical Repreative shall continue
only for such period as the IA or relevant approbedy of insurance
brokers may specify. The insurance broker mayydpplre-registration
of a C.E. or Technical Representative prior to éxpiration of the
current registration of the C.E. or Technical Reprgative concerned.
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(6) As a condition for re-registration, a C.E. achnical Representative
shall comply with the requirements of the ContiguiRrofessional
Development Programme in such manner and form edfsgal by the
IA. Failure to comply with the requirement maydeto refusal of
re-registration or de-registration of the C.E. ecfinical Representative
concerned.

(7) The registration of a C.E. or Technical Repreative shall be cancelled
upon his cessation to be the C.E. or Technical ésgmtative of the
insurance broker. The insurance broker shall nwohié 1A or relevant
approved body of insurance brokers within severs @aguch cessation
and provide such details as the IA or relevant eygut body of
insurance brokers may require. Upon such notibodby the insurance
broker, the IA or relevant approved body of inseerokers shall
immediately remove the name of the C.E. or TechriRegpresentative
concerned from that part of the sub-register nedato that insurance
broker.

(8) The approved bodies of insurance brokerd ghed the IA details of the
registration and cancellation of registration ofEC.or Technical
Representative within seven days of such registrair cancellation of
registration (as the case may be) and shall makestib-register
available to the IA for inspection.

(V) SUBMISSION OF ANNUAL FINANCIAL STATEMENTS
AND AUDITOR'S REPORT

(A)  Authorized Insurance Brokers

Under section 73(1) of the Ordinance: -

() An unincorporated insurance broker is reggito submit to the 1A
audited financial statements in respect of therarsze broking
business carried on by the insurance broker winolws true and
fair view of the financial position of the brokirtoyisiness carried
on by him as at the end of the financial year drildeoprofit or loss
for the period then ended,;

(i) An incorporated insurance broker is reqdite submit to the IA
audited financial statements which show a truefaingiew of the
financial position of the insurance broker as & é&md of the
financial year and of its profit or loss for theipé then ended,;
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(B)

(i)  An insurance broker, whether incorporatadunincorporated, is
required to submit a report from the auditor statwinether in the
auditor’'s opinion, the insurance broker satisfied tminimum
requirements for capital and net assets, profesisiodemnity
insurance, keeping of separate client accountskaeging of
proper books and accounts as at the end of thecielaear and 2
such other dates in the financial year as the audiay elect,
provided that the intervening period between thHdskates shall
not be shorter than 3 months.

For the purposes of reporting on the 2 suchratates as referred
to above, the IA considers that it is sufficient the auditor to perform such
procedures as laid down in the guidelines to hesgdy the Hong Kong Institute
of Certified Public Accountants in consultationtwhe IA in this respect.

The auditor’s report and audited financial estagnts shall be

submitted to the 1A within 6 montlefter the close of the period to which the
statements relate.

Approved Body of Insurance Brokers

A body of insurance brokers authorized undeti@e 70 of the
Ordinance shall include in its membership rulesragdlations a requirement that
each of its members shall submit to it annuallyhinisix months following the
end of the financial year of the member: -

() for members who are unincorporated, auditeghcial statements
in respect of the insurance broking business chwie by the
member which show a true and fair view of the faiahposition
of the broking business carried on by the membat &% end of
the financial year and of its profit or loss foe gperiod then ended,;

(i) for members who are incorporated, auditedricial statements
which show a true and fair view of the financiakpion of the
member as at the end of the financial year ants qdrofit or loss
for the period then ended,;

(i)  an auditor’s report expressing whethethis opinion, the member
satisfies the minimum requirements for capital aed assets,
professional indemnity insurance, keeping of sepaddient
accounts and keeping of proper books and accosiatdlae end of
the financial year and 2 such other dates in trenfiial year as the
auditor may elect, provided that the interveningqakebetween
those 2 dates shall not be shorter than 3 months.
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For the purposes of reporting on the 2 suchratates as referred
to above, the IA considers that it is sufficient the auditor to perform such
procedures as laid down in the guidelines to hesgdy the Hong Kong Institute
of Certified Public Accountants in consultationtwhe IA in this respect.

A body of insurance brokers authorized undeti@e 70 of the
Ordinance shall in accordance with section 73(2hefOrdinance, give the 1A a
report by its auditor stating: -

() whether the body of insurance brokers haseived from each of
its members the financial statements and audit@{®rt in
accordance with its membership rules and regulsition

(i) that he has reviewed all reports by auditolf members in respect
of the financial statements and the minimum requénets and
none contained any adverse statement or qualdicagxcept
those listed by him in his report.

The above report, together with its audite@riirial statements,

shall be submitted to the IA within 6 montifer the close of the period to which
the audited financial statements relate.

INSURANCE AUTHORITY
December 2005
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Annexure A
NOTICE TO CLIENT
Your insurance contract *may be/*has been arramgezifected wholly or partly with an insurer
authorized in other jurisdiction but not authorizgdthe Insurance Authority to conduct insurance
business in Hong Kong (“insurer not authorized ongl Kong”). Such insurers are not subject to
the provisions of the Insurance Companies OrdingGep. 41), which establishes a system of

prudential supervision of authorized insurers imgl&ong.

It is a matter for your consideration whether ydwidd obtain further information from the
insurance broker involved on matters such as: -

(@) name and address of the insurer not authoinzedng Kong;

(b) country of incorporation of the insurer authed not authorized in Hong Kong and
whether that country has a compatible system foersision of insurers;

(c) financial standing of the insurer not authedzn Hong Kong;

(d) which country’s laws will determine disputesder the contract.

* Delete if not applicable




Annexure B

ACKNOWLEDGEMENT

l, (full namé of

(address) have read
the above notice and | acknowledge that the inser&ontract *may be/*has been/arranged or
effected wholly or partly with an insurer authodze other jurisdiction but not authorized undex th
Insurance Companies Ordinance (Cap. 41) to comasiatance business in or from Hong Kong.

Dated

(Signature of client)

* Delete if not applicable




Annexure C

NOTICE TO CORPORATE CLIENT

The underwriting security of this insurance inclsigarticipation by an insurer authorized in other
jurisdiction but not authorized by the Insurancdh®uity to conduct insurance business in Hong
Kong (“insurer not authorized in Hong Kong”). Yare reminded that such insurers are not subject
to the provisions of the Insurance Companies OrdiedCap. 41), which establishes a system of
prudential supervision of authorized insurers imgl&ong.

It is a matter for your consideration whether ybowdd obtain additional information from the
insurance brokers on matters such as: -

@)
(b)
(©
(d)

name and address of the insurer not authoinzedng Kong;
country of incorporation of the insurer notraarized in Hong Kong;
financial standing of the insurer not authedizn Hong Kong;

which country’s laws will determine disputexder the contract.



Annexure D

CUSTOMER PROTECTION DECLARATION FORM
IMPORTANT DOCUMENT! PLEASE STUDY CAREFULLY BEFORE SIGNING!

This is an IMPORTANT PART of the Code of Practice for Life Insurance Replacement (“Code”) and the Minimum
Requirements as specified by the Insurance Authority under the Insurance Companies Ordinance (“Minimum
Requirements”) but does not form part of the application/proposal. Please refer to the Explanatory Notes before
completing this Form.

Name of the Insurer of the New Life Insurance Policy :

Application/Proposal Number :

Name of Applicant/Proposer :

HKID Card/Passport No. of Applicant/Proposer :
SECTION A

1. a) Have you replaced* in the past 12 months any or a substantial part of your existing life insurance policy(ies)
with the above application/proposal?

O Yes (Please go to Section B) O No (Please answer question b below)

b) Do you intend to replace in the next 12 months any or a substantial part of your existing life insurance
policy(ies) with the above application/proposal?

O Yes (Please go to Section B) O No (Please read carefully and sign the Declaration
in this Section only)

Declaration by the Applicant/Proposer :
I realize if I answer “"No” to both questions above but indeed,

i) the above-mentioned application/proposal has replaced any or a substantial part of my existing life
insurance policy(ies) in the past 12 months; or

ii) my current intention is to replace any or a substantial part of my existing life insurance policy(ies)
within the next 12 months by the above-mentioned application/proposal,

I may jeopardize my future right of redress if I find later that I have been disadvantaged because of
such replacement.

I hereby authorize the Insurer of the new life insurance policy to give the Insurance Agents Registration Board, the Hong
Kong Confederation of Insurance Brokers, the Professional Insurance Brokers Association Limited, the Insurance
Authority, the Hong Kong Federation of Insurers, the insurer(s) of the life insurance policy(ies) that is/are being or
has/have been replaced (if applicable) or other parties, as required for proper administration/ implementation/execution
of the Code and the Minimum Requirements, a copy of this Form and any related records or information.

Signature of the Applicant/Proposer Date (D / M/ Y)

* Notes: Please refer to clause C of the Explayatimtes for the definition of Replacemerit.

SECTION B

Attention: A policyholder would usually suffer losses if he/she chooses to replace his/her existing life
insurance policy(ies), especially within the first few years of the policy term. The intent of this
Form is to ensure that the Agent/Broker has already explained to you in detail any real and
potential disadvantages in replacing your existing life insurance policy(ies). You are advised to
study the pamphlet titled “Life Insurance Policy Replacement — What you need to know” issued
by the Insurance Authority and provided by the Agent/Broker before you complete this Form.

The Agent/Broker shall explain to you the full implications of replacing your existing life insurance policy(ies) with the new§
 life insurance policy.

(effective 1/1/2005)



The Agent/Broker MUST HELP YOU complete all items below and tick where appropriate.

Please write down the life insurance policy(ies) replaced/to be replaced and complete items 2to 6 :

Name of insurer(s) :

Policy Number(s) :

You are strongly advised :

a) To consult the insurer(s) of your existing life insurance policy(ies) for further information (please note that this
Form will be copied to the insurer(s) of your existing life insurance policy(ies) you indicate above);

b) NOT to cancel your existing life insurance policy(ies) until the new life insurance policy is issued; and

c) To use additional blank paper(s) if the space provided in this Form for answer is not enough, but remember to
sign and ask the Agent/Broker to sign on the additional paper(s).

2. Financial implications of the replacement :

a) You could be paying the policy set-up cost TWICE —
the set-up cost is usually two years premiums or 10%
of single premium of the basic life insurance policy
replaced/to be replaced (This is for reference only; the
Agent/Broker should advise you of the estimated loss
for this replacement).

Estimated Loss HK$ :

If no loss or if estimated loss is less than two years
premiums or 10% of single premium of the basic life
insurance policy replaced/to be replaced, please give
reason and justification :

b) You may have to pay HIGHER premiums under the
new life insurance policy because you are older.

Will the annualized premiums be HIGHER under the new
life insurance policy for the same sum insured?

o Yes o No
If no, please give reason :

c) The projection of future values of the new life
insurance policy may be higher than the existing life
insurance policy(ies), but the projected values in most
cases depend on the performance of the insurers and
may NOT be guaranteed.

Guaranteed Cash Values on the policy anniversary dates
immediately after age 65 (if one of the policies or all
policies mature(s) before age 65, please fill in the
Guaranteed Cash Values on the policy anniversary dates of
each policy in the earliest maturity year) :

On the policy anniversary date of the calendar year of

I

Guaranteed Cash Value(s) of the existing life insurance
policy(ies) :

On the policy anniversary date of the year indicated above,
the Guaranteed Cash Value of the new life insurance
policy :

3. Insurability implications of the replacement :

Some coverage may be denied or a higher premium
may be charged due to changes in :

a) health conditions;

b) occupation;

c) lifestyle/habit, e.g. smoking/drinking; or

d) recreational activities, e.g. hazardous sports, etc.

Has the Agent/Broker explained to you the implication(s) of
changes in each of the conditions listed on the left-hand
side in this replacement?

a) o Yes o No
b) o Yes o No
c) o Yes o No
d) o Yes o No

(effective 1/1/2005)




4. Claims eligibility implications of the replacement :

a) The bbelzne;itshunldfer a life ic||15urance policy cImay nrc])t be a) Period in the “Suicide Clause” expires on :
payable if the life insured commits suicide within a isting life i icv(ies) -
certain period of the policy’s issue date. Your new life Existing life insurance policy(ies) :
insurance policy may restart the period in the “suicide
clause”. (D/M/Y)

New life insurance policy :

Number of months from the new policy’s issue date

b) The Itojtlanefif'_gs ur}der a life insuranI;:e poIicyll may not be b) “Contestability period” expires on :
payable if information on the application was isting life i icviies) -
incomplete. The benefits under your existing life Existing life insurance policy(ies) :
insurance policy(ies) will be payable, in the absence of

fraud, if this incomplete information is not discovered (D/M/Y)
within the “contestability period” (usually two years). - N
Your new life insurance policy may restart the New life insurance policy :

“contestability period”.

Number of months from the new policy’s issue date

5. Other considerations :

a) List riders/supplementary benefits you have under the
existing life insurance policy(ies) but will not have
under the new life insurance policy.

b) List reasons why the new life insurance policy is more
suitable for your needs and objectives.

c) Have you been advised by the Agent/Broker of any

alternatives to replacing the existing life insurance o Yes o No
policy(ies)?
6. Declaration by the Applicant/Proposer : 7. Declaration by the Agent/
Broker :

I declare that I have read and discussed the relevant item(s) of this Form with . I declare that I have explained fully
the Agent/Broker. I understand and accept the financial and other : : the above listed items and the related
implications of changing my existing insurance arrangement as explained by | | implications of the decision of the
the Agent/Broker. Applicant/Proposer in regard to

I also declare that I have received a copy of the pamphlet titled, “Life [,%ﬁ’i'é"yc('{;%)fhaengxﬁat{,r;g n'('fte r:?;é"éagﬁs

Insurance Policy Replacement — What you need to know”, issued by the  jnaccurate or misleading statements
Insurance Authority. or comparisons nor withheld any

i s . P . information which may affect the
I realize if I have not fully understood this Form, in signing this inforn ;
Declaration I may jeopardize my future rights of redress if I find decision of the Applicant/ Proposer.
later that I have been disadvantaged because of this replacement.

I hereby authorize the Insurer of the new life insurance policy to give the
Insurance Agents Registration Board, the Hong Kong Confederation of
Insurance Brokers, the Professional Insurance Brokers Association Limited, == Signature of the Agent/Broker
the Insurance Authority, the Hong Kong Federation of Insurers, the insurer(s)
of the life insurance policy(ies) that is/are being or has/have been replaced or
other parties, as required for proper administration/
implementation/execution of the Code and the Minimum Requirements, a
copy of this Form and any related records or information. Agent/Broker’s name in full

(Warning :

a. You must read all items carefully and
check that the Agent/Broker has

Signature of the completed with you all the information  Insurance Agent/Broker Reg. No.
Applicant/Proposer on this Form before you sign your nhame
here.
b. Please do not sign a blank Form or leave
any space blank.) Date (D/M/Y)

Date (D/M/Y)

(effective 1/1/2005)



(A)

(E)
(1)

(2a)

Explanatory Notes to Customer Protection Declaration Form

The agent/broker must help the applicant/proposer complete a Customer Protection
Declaration Form (“*Form”) for each new individual lite insurance policy applied for/proposed by
anap I|cant(proposer. The agent/broker must inform the a pllcantéprqposer that according to
the Code or Practice for Life Insurance ReEIacement (“Code”) the insurer of the new life
insurance policy (i) will send to the applican I/_E)roposer a cogy of the Form together with the
policy when it is i1ssued and (ii) will send a further copy to the insurer(s) of the life insurance
olicy(ies) which has been replac_ed{to be replaced. For the purpose of the Form, any reference
0 msurapct(_e agent/broker shall include its responsible officer/chief executwe(sﬂ and technical
representatives.

To enable the insurer of the new life insurance policy to process the insurance application of the
applicant/proposer, the applicant/proposer should work with the a%ent broker to complete the
Form which will be used for regulatory purposes as stated in the Code and the Minimum
Requirements for insurance brokers as specified by the Insurance Authorlt?fI under the
Insurance Companies Ordinance and a copy of the Form may be transferred to the parties as
stipulated in the “Declaration by the Af Pllcant/Pr_o oser” of the Form. Requests for access to
and/or correction of the information 8 appropriate) in the Form can be made to the same
contact point as for the data in the insurance application.

For identification purpose, the agent/broker must help the applicant/proposer fill in the full
name of the Insurer issuing the new life insurance policy (the Insurer may pre-print its name on
the Form), the relevant appllcatlon/[t)roposal number, the name of applicant/proposer of the
new life insurance policy and the Hong Kong Identity Card/Passport number of
applicant/proposer.

Any transaction invoIvin%the purchase of life insurance is construed as a Reﬁlacement if any or
a substantial part of the Existing Life Insurance Policy(ies) has been/have been/will be
terminated. Existing Life Insurance Policy(ies) include(s) any life insurance policy(ies) of the
applicant/proposer, which has/have been terminated within 12 months before or will be
terminated within 12 months after the new life insurance policy's issue date. Termination
includes lapse, surrender, converted to reduced paid-up or extended-term insurance under the
non-forfeiture provision of the existing life insurance Policy(ies). 50% or above of the sum
insured of a basic life insurance policy would be construed as “a substantial part of the policy”.
However, converting term life insurance to whole life insurance (or some forms of permanent
life insurance) under policy provisions of the existing life insurance policy(ies) is not construed
as a Replacement.

If the applicant/proposer answers “*No” to both items 1(a& and 1(b) of Section A, he/she shall
read carefully and simply sign the Declaration in Section A only and ignore the rest.

How to complete the Form

If the applicant/ groposer answers “No” to both items (a) and (b), the agent/broker must explain
Ehef _ﬁeclz%ratépn Before he/she asks the applicant/proposer to sign in Section A. There is no need
o fill in Section B.

If the applicant/proposer answers “Yes"” to either item (a) or (b), the agent/broker must help
the applicant/proposer complete items 2 to 5 and must explain and discuss with the
appllcant/proposgr the full implications of replacing any or a substantial part of his/her existing
lire insurance policy(ies) with the new life insurance policy in relation to financial implications,
insurability implications and claims eligibility implications of the replacement and other
considerations. The applicant/proposer may_consult the insurer(s) of his/her existing life
insurance policy(ies) for further information. There is no need to sign in Section A.

The agent/broker must help the applicant/[i')roposer fill in the estimated loss for the replacement
by referencing that the set-up cost is usually two years premiums or 10% of single premium of
the basic life insurance policy reﬁlaced/to be replaced. No reason is required if the estimated
loss stated is equal to or higher than this reference. The agent/broker may use other reference
for the estimated loss provided he/she could reasonably justify the estimation, and must give
reason and the }ustlfl_catlon if there is no loss or if estimated loss is less than two years
premiums or 10% of single premium.
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(2b) The agent/broker must help the applicant/proposer compare the annualized premiums of the
existing life insurance policy(ies) and the new life insurance poth]_by using the same sum
insured, and give reason if the annualized premiums will not be higher under the new life
insurance policy for the same sum insured.

(2c) The agent/broker must help the applicant/proposer fill in the guaranteed cash values of the
existing life insurance policy(ies) and the new life insurance policy using the values on the policy
anniversary dates immediately after the applicant/proposer reaches age 65, or if one of the
policies or all policies mature?_s) before age 65, fill in the guaranteed cash values on the policy
anniversary dates of each policy in the earliest maturity year. The agent/broker has to obtain
the value(s) of the existing life insurance policy(ies) from the applicant/proposer unless the
applicant pro_?oser declares in writing in the space provided for “Guaranteed Cash Value(s) of
the existing life insurance policy(ies)” that he/she does not want to disclose such information.

(3) The a?ent/b_roker must explain the implications of the changes of health conditions, occupation,
lifestyle/habit and recreational activities in this replacement to the applicant/proposer before
the latter ticks the boxes.

(4a) The agent/broker must help the applicant/proposer fill in the exdpiry dates of the period in the
“suicide clause” for both the existing life insurance policy(ies) and the new life insurance Bollcy.
The expiry date of the latter will be the number of months from its issue date. The agent/broker
has to obtain the expiry date$s) of the eX|st|nP life insurance policy(ies) from the
aEpllcant/proposer unless the applicant/proposer declares in writing in the space provided for
“Existing life insurance pollcy(les?” that he/she does not want to disclose such information.

\\

(4b) The aé;'ent/broker must help the applicant/proposer fill in the expiry dates of the “contestability
period” for both the eX|st_|n8 life insurance PO|ICY(I€S? and the new life insurance policy. The
expiry date of the latter will be the number of months from its issue date. The a%gent/bro er has
to obtain the expiry date(s) of the existing life insurance policy(ies) from the applicant/proposer
unless the appllg:ant’/[groeoser declares in writing in the space provided for “Existing life
insurance policy(ies)” that he/she does not want to disclose such information.

(5a) The agent/broker must help the applicant/proposer list out the riders/supplementary benefits
under the existing life insurance policy(ies) that will not have under the new life insurance policy
for the applicant/proposer. Detailed benefits under each rider/supplementary benefit are not
required to be listed. The agent/broker has to obtain the riders/supplementary benefits under
the existing life insurance policy(ies) from the applicant/proposer unless the applicant/proposer
declares in writing in the space provided that he/she does not want to disclose such information.

(5b) The agent/broker must help the afpplicant/proposer list out the reasons why the new life
insurance policy is more suitable for the applicant/proposer unless the aEpllcant/proposer
declares in writing in the space provided that he/she does not mind whether the new life
insurance policy is more suitable or not.

(5¢) The agent/broker must help the applicant/proposer answer this question.

(6) The agent/broker must explain the “Declaration by the Applicant/Proposer” to the applicant/
proposer before the latter signs it.

(7) The agent/broker shall sign the “Declaration by the Agent/Broker”, declaring that he/she has
explained fully the related implications of the decision of the applicant/proposer in regard to
replacing the existing life insurance policy(ies) and has not made any inaccurate or misleading
statements or comparisons nor withheld any information which may affect the decision of the
applicant/proposer.

(Notes: Additional Bapers may be used wherevesplaees provided in the Form are insufficient. Ewoev,
both agent/broker and applicant/proposer mustaigall the papers that are used.)

~The End ~

(effective 1/1/2005)



