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BACKGROUND

For the purpose of self-regulation, the Hong Kong Federation of Insurers (HKFI) on behalf of its two
constituent Councils, the General Insurance Council of Hong Kong (GIC) and Life Insurance Council of
Hong Kong (LIC) brings in a system that:-

1. requires insurers to exercise greater control over the activities of
Agents, and

2. provides insurance consumers a course of redress when aggrieved
by malpractice of Agents.

By this system, the control of Agents is exercised through a Central Register of Insurance Agents to be
set up by HKFI. The Register is administered by an Insurance Agents Registration Boardformed within
the structure of HKFI.

The Board reports from time to time to the Commissioner of Insurance informatiofi on Agents registered.
It also answers public enquiries on representations of Agents.

This system requires all Agents to be registered with the Central Regiter through their principals and
the number of representations held by each Agent is limited.

Members of the Councils (Members) are to act to ensuresthat 'their Agents so appointed by written
agreement meet with the stipulated requirements. The agengy agreement adopted by Members should
incorporate the Code of Practice for Agents and meet at least the minimum requirements of the model
agency agreement endorsed by the respective Councils:

The system also provides for handling of complaifits ‘against Agents from the public.

This Code of Practice for Administration 0f Insurance Agents gives a guideline to Members for
regulating their Agents. Members are expected to adhere to the terms of this Code.

HKFTI will give publicity to this system 'so that the public will be aware of the protection it affords them.
A leaflet will be published for public information and the Codes of Practice for Agents will be available
free of charge to all parties@interested.



INTRODUCTION

Insurance Agents form an important part of the insurance market. They are the ones with whom the
insuring public often first come into contact and frequently they are also relied on for advice. It is
therefore essential that insurance Agents are adequately equipped to render proper professional advice
to clients. Itis also important that the insurance Agents conduct their business with utmost good faith

and integrity at all times.

Members of the constituent Councils of HKFI undertake to adopt this Code of Practice for
Administration of Agents and to use their best endeavours to ensure that all those involved in selling
their policies observe its provisions.

The objectives of this Code are:

1. to ensure insurance Agents possess an acceptable level of competence
so that they can provide a proper service to the insuring public;

2. tofoster sound commercial practices by Agents;

3.  to minimise proliferation of il managed Agents;

4. to reduce the number of Principals of insurance Agents;

5.  to define the role and responsibilities of insurahce Agents.
Members shall only deal with Agents who have been appointed in accordance with this Code. This,
however, does not apply to financial institutions licen§ed under the Banking Ordinance and do not
provide direct advice on insurance to consumers, . If difect advice is given, they will be treated as

corporate agencies.

This Code takes effect from the operative date for new Agents. Existing Agents are given a maximum
of two years grace period to comply withthe requirements.
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Iv.

CODE OF PRACTICE

Appointment of Agents
Members shall ensure that
(@) Agents to be appointed do not exceed the permitted number Principals;
(b) Agents to be appointed meet at least the minimum qualifications stated hereunder;
() Agents are to be appointed by written agency agreement that meets at least the
minimum requirements of the model agency agreement adopted by the respective
Councils;
(d) Agents appointed are to be registered according to this Code;
() Agents abide by the Code of Practice for Agents.

Training of Agents

Members shall ensure that Agents appointed are adequately trained for the proper Handling of the
policies they sell. Thus the Agent should be able to explain all the essential proVisions of the contract,
or contracts, which he is recommending so as to ensure as far as possible,that, the prospective
policyholder understands what he is committing himself to.

Representation of Agents
Agents are allowed to represent a maximum of four Principals, subject to'a maximum of two for life
insurance,

PROVIDED THAT-
(@) the existing Principals are advised by the Agents of their new Principals prior to appointment;
(b) full disclosure of other Principals is made ‘on application and renewal of registration to
the Insurance Agents Registration Board threugh their Principals who are Members of the
GIC or LIC.
Representation of a composite insurer is thé €quivalent of two Principals: one life and one general
unless the agency agreement specifically restticts the agent’s activity to either life or general business.

A group of company that their activitiésare limited to either life or general business and they are all
holding or subsidiary ,comipanies thereof shall be taken to be one principal.

A managing general agent giverl general power of attorney or deed of substitution or equivalent
authorization by an‘insurer it represents is taken to be the principal in loco parentis. Agents or
any other person working for the managing general agent shall be registered as agents of
the insurer represented’ The number of principals represented by such agents or persons is also
limited to fourisubject to two for life insurance.

Qualification of Agents
A.  Agents)Representing More Than One Member :
Persons seeking registration as agents representing more than one Member are required to:
(@) have at least three years relevant experience of handling insurance business; these three
years must be immediately preceding their application for appointment as Agents;
or
(b) have successfully completed an accredited course covering product knowledge; the Code
of Practice and the principles of self-regulation.
The course for Agents representing Members licensed to transact general insurance
business as defined in Part 3 of the First Schedule of the Insurance Companies Ordinance
is to be accredited by GIC.
The course for Agents representing Members licensed to transact long term insurance
business defined in Part 2 of the same Schedule is to be accredited by LIC;
or
(©) ACII/AAIL FLMI diplomas or equivalent qualifications approved by GIC or LIC;



INSURANCE AGENTS REGISTRATION BOARD

An Insurance Agents Registration Board will be formed by HKFI within its structure to
(a) receive applications for registration;
(b) oversee the working of the office of the Central Register of Insurance Agents;
(c) receive complaints against Agents;
(d) receive reports from Members on complaints against their Agents;
(e) receive appeal from Agents for breach of agency agreement.

The Board will have a membership of five including the Chairman. They are appointed by the
Governing Committee of HKFI for a term of two years. Members are eligible for re-appointment
upon completion of their term of office.

If any member of the Board is unable to attend any meeting of the Board, an alternate memmber may be
appointed for that particular meeting by the Member concerned. If the Chairman is unabléto chair any
meeting of the Board, members of the Board present shall elect a Chairman for the particular meeting.

The quorum for a meeting shall be three (3) members of the Board. A membef of theyBoard who has an
interest (financial or otherwise) in the subject matter referred to the Board (hereinafter called the
“interested member”) shall not form part of the quorum for the meeting céncerned. The Governing
Committee may at its absolute discretion appoint any person to act in placé of the interested member for
the meeting concerned.

Decisions, recommendations and/or representations by the Board should preferably be by consensus,
failing which the same shall be passed or carried by a majority of votes of the members present at any
meeting of the Board. In the event of an equal number of votes; the Chairman shall have the casting vote.

The Board shall submit quarterly reports to the Governing Committee.

Subject to the approval of the Governing Committeeand the provisions of this Code, the Board may make
any rules to carry out the objectives and purposes of the registration system.

In particular and without prejudice tthe genérality of the foregoing, such rules may inter alia prescribe:-

(a) the form and pracedure(s) to be adopted at any meetings of the Board;

(b) the form of the Register and the manner in which it shall be kept;

(c) the form and manner in which applications for registration or renewals thereof shall
be made;

(d) the contents ofany forms or other documents required for carrying out the purposes
of thesé Regulations;

(e) thegappointment and payment of expert opinion, advice or information obtained or
tequired by the Board.

MONITORING OF THIS CODE OF PRACTICE

HKFI recognises that the standard of professionalism among insurance Agents should be elevated and
the requirements stated in this Code implemented by the Agents registration system serves to be the
first step towards achieving this objective.

The HKFI will monitor the requirements stipulated in this Code for the recruitment and management
of insurance Agents by Members. These will be reviewed from time to time and revised to bring in
higher standards whenever possible.
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