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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 life insurance policy applied for/proposed
by an applicant/proposer. The agent/broker must inform the applicant/proposer that
according to the Code of Practice for Life Insurance Replacement ("Code") the insurer of the
new life insurance policy (i) will send to the applicant/proposer a copy of the Form together
with the policy when it is issued and (ii) will send a further copy to the insurer(s) of the life
insurance policy(ies) which has been replaced/to be replaced. For the purpose of the Form,
any reference to insurance agent/broker shall include its responsible officer/chief executive(s)
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 agent/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 Authority under
the Insurance Companies Ordinance and a copy of the Form may be transferred to the
parties as stipulated in the “Declaration by the Applicant/Proposer” of the Form. Requests
for access to and/or correction of the information (if 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 application/proposal number, the name of applicant/proposer of
the new life insurance policy and the Hong Kong Identity Card/Passport number of
applicant/propaoser.

Any transaction involving the purchase of life insurance is construed as a Replacement if (i)
any existing life insurance policy(ies) or a substantial part of the sum insured of its/their
basic life coverage has been/have been/will be terminated or (ii) a substantial part of the
guaranteed cash value of the existing life insurance policy(ies) was reduced/will be reduced
including where a policy loan was/will be taken out against a substantial part of the
guaranteed cash value. Existing life insurance policy(ies) include(s) all types of traditional
life, annuity and other non-traditional policies 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). “A substantial part” means “50% or above”, 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/proposer answers "No” to both items (a) and (b), the agent/broker must
explain the Declaration before he/she asks the applicant/proposer to sign in Section A.
There is no need to fill in Section B.

If the applicant/proposer answers “Yes” to either item (&)} or (b), the agent/broker must help
the applicant/proposer complete items 2 to 5 and must explain and discuss with the
applicant/proposer the full implications of replacing any or a substantial part of his/her
existing life insurance policy(ies} with the new life insurance policy in relation to financial
implications, insurability implications and claims eligibility implications of the replacement and
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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.

(2a) The agent/broker must help the applicant/proposer 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 replaced/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 justification if there is no
loss or if estimated loss is less than two years premiums or 10% of single premium.

(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 policy 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.

(2¢) 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 palicies 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/proposer 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 agent/broker 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 expiry dates of the period in the
“suicide clause” for both the existing life insurance policy(ies) and the new life insurance
policy. 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 existing life insurance policy(ies) from
the applicant/proposer unless the applicant/proposer declares in writing in the space
provided for “Existing life insurance policy(ies)” that he/she does not want to disclose such
information.

(4b) The agent/broker must help the applicant/proposer fill in the expiry dates of the
“contestability period” for both the existing life insurance policy(ies) and the new life
insurance policy. 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 existing life insurance
policy(ies) from the applicant/proposer uniless the applicant/proposer declares in writing in
the space provided for “Existing life insurance policy(ies)” that he/she does not want to
disclose such information.

(4c) The agent/broker must explain to the applicant/proposer that to the scenario where twisting
of life policy has occurred and the policyholder opted for reinstatement of his policy by the
Non-selling office, the insurer(s) of the existing life insurance policy(ies) will NOT be
responsible for any payment of claims that occurred during the period that the existing life
insurance policy(ies) isfare surrendered or lapsed as a result of policy replacement. The
insurer of the new life insurance policy will be responsible for the claim subject to the terms
and conditions of the new life insurance policy.

(5a) The agent/broker must help the applicant/proposer list out the riders/supplementary benefits
under the existing life insurance policy(ies) that wili not have under the new life insurance
policy for the applicant/proposer. Detailed benefits under each rider/supplementary benefit
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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 uniess 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 applicant/proposer list out the reasons why the new life
insurance policy is more suitable for the applicant/proposer unless the applicant/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 guestion.

(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 papers may be used wherever the spaces provided in the Form are insufficient.
However, both agent/broker and applicant/proposer must sign on all the papers that are
used.)

~ End ~
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