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Frequently Asked Questions on the

Insurance (Financial and Other Requirements for Licensed Insurance Broker Companies) Rules

(“Broker Rules”) issued under the Insurance Ordinance (Cap. 41) (“10”)

Is the increase in paid-up share capital of a licensed insurance broker company required to be cash
injection?

Paid-up share capital can be increased in the form of cash injection, capitalization of retained earnings
and other means of capital restructuring, e.g. conversion of subordinated debt into share capital.

Does a professional indemnity insurance (“Pll”) policy need to be issued by an insurer which is
authorized in Hong Kong to satisfy the requirements in the Broker Rules?

No. Provided the terms and conditions of the PIlI policy fulfill the requirements as stated in the Broker
Rules (i.e. scope of coverage, minimum limit of indemnity, reinstatement requirement and maximum
deductible), it may be issued by an insurer which is not authorized in Hong Kong.

Is a licensed insurance broker company required to make reference to its audited amount of net assets
in determining the deductible under a PIl policy?

Yes. However, if the audited amount of net assets is not available at the time when a licensed insurance
broker company arranges its Pll policy, it may rely on the unaudited amount of net assets, appropriately
adjusted where required by the applicable accounting standards, as a reference for the purposes of
determining the maximum deductible it can have under the policy. The broker company should,
however, be alert to any subsequent downward adjustments to the amount of net assets. If the broker
company becomes aware that, as a result of such decrease, the deductible in its PIl Policy does not
comply with the deductible requirements in the Broker Rules, it should take immediate steps to rectify
the situation, for example, by arranging an endorsement to the policy.

If a licensed insurance broker company does not handle client monies, is it required to maintain a
separate client account?

Under section 71 of the 10, a licensed insurance broker company is required to hold client monies
separate from the broker company’s monies. Hence, a broker company which does not hold any client
monies is not required to maintain a separate client account. The broker company should ensure its
business operations will not involve handling of client monies if it does not maintain a client account.

Can a licensed insurance broker company use client monies of one client to settle the premiums of
another client’s insurance policy?

No. Under section 71(4) of the 10, client monies relating to a client may only be used for the purposes
of that client.
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What follow-up action should be taken by a licensed insurance broker company if irregularities are
identified when performing bank reconciliation of its client accounts?

The licensed insurance broker company should promptly rectify the irregularities identified in its client
accounts. Further, if the irregularities have amounted to a material breach of the |0 and/or Broker Rules,
the broker company should report the irregularities to the Insurance Authority (per Section IX,
paragraph 5(b) of the Code of Conduct for Licensed Insurance Brokers).

HKICPA has issued three sets of accounting standards (otherwise known as financial reporting
frameworks), namely Hong Kong Financial Reporting Standards (HKFRS), the Hong Kong Financial
Reporting Standard for Private Entities (HKFRS-PE) and the Small and Medium-sized Entity Financial
Reporting Framework and Financial Reporting Standard. Which financial reporting framework should
be adopted by a licensed insurance broker company incorporated in Hong Kong for the purpose of
giving a true and fair view of the financial statements of a licensed insurance broker company?

Under Rule 8(1) of the Broker Rules, a licensed insurance broker company must prepare its financial
statements to be provided to the Insurance Authority under section 73(1) of the 10 in accordance with
applicable accounting standards. Under Rule 9(1) of the Broker Rules, the auditor’s report on the
financial statements of a broker company must provide a true and fair view.

If the broker company is incorporated in Hong Kong, the applicable accounting standards would be the
accounting standards generally accepted in Hong Kong. Both the HKFRS and HKFRS-PE are accounting
standards generally accepted in Hong Kong and would apply in relation to the broker company’s financial
statements provided the broker company is eligible?, in accordance with the terms of the standards, to
apply them, and the standard enables the auditors concerned to opine on whether the financial
statements give a true and fair view of the financial position and performance of the broker company.

1 The HKFRS-PE is intended for use by private entities that do not have public accountability and publish general purpose
financial statements for external users. An entity has public accountability if its debt or equity instruments are traded in a
public market or it is in the process of issuing such instruments for trading in a public market, or it holds assets in a fiduciary
capacity for a broad group of outsiders as one of its primary businesses.

In general, an entity that is not eligible to apply HKFRS-PE shall apply the HKFRS. For applicability and details, please refer
to the respective financial reporting framework issued by HKICPA.



R 5

E RHE
R (ORBESEOREI) (3B 41E) ( “ZWRETT D SRy
(PRBESR (R ORI R A RIS R EMERIERT) (%A )

FORbE O A I R ERE IR EF AR T2 S INGUE s A ?

SUEAHA R LUEBLIREIEE - RV E A BB E A GS R (PR R
18 TR Ry R A R T = A

X REREECAERERT B RIENRE AT HR TSR RHE ?

AIE 407 R S SERE O B A RIS AR & B4 AR A1 o 7 B B SRR B PR BRI AR E
(BN PRA G E ~ RS PR S REE VAR E) - R R OR B AT oRAE & A&
PAER IR N F] 5 3% -

FIORR L AR R A AENHEE PR EE MR C R R ERER
g

& o A ERBEL A TN Z R SRR E R R - MRS AR EE TR E
FERKBRAVERL AR IR EEE S TR F B A s (IR R A et AR L &8 HY
EE)E RS DEEHEEEMERBENESE M - SO A FEERFE
FEF BB HI L[ %R - AR A SRR HIFE N A R a5 S
SIS PREE B T REA T & 2R ATA R B (TERRRUE - RIRE R EREU T LA IE -
B2 HrHI BEL RS 5 88 -

WRFHERBELCATUA REREE SO - BEREEN—EEIIAERR
B2

TRIZZ RGBS 71 6k > FhRORbRACAL A SRR FRIH - BLEZ AEAC A EHIRE Y
FIFFA - It - AERFAEAE S RUEAR R IRERLC A B AR B 1L R =
BRF - R A TR A ERHEME PIRE - AERIREEBEEA g
R P RRIE R -

RO AR B A ERES PIRURMSI N 55— IR PR E L RE ?

AELL - IREZRBINIEES 71 (4) 5% > BEFHE P HIRIE A R Rk & PR R R
{2 -



e 6 : MRFFERBELC AT REZ FIR B ETHRTHIRRSRERE BN - BRIt
PERRAETTEN ?

B 6 R RIg 40 B e DR H 2 PR B 09 R BRI RS I - Az 2 E
B RO e/ RZARAE R EAE M - PRIRAEAC D SR (FRIZ R R B LIRS T
IS IXETER S(b) BRI RIS E RS B (IRER") -

ERE 7 ERGTEIAGERA =R (SR hM B R EE) - B (FEM RS
Q) ~ (RBEEFBUHRELEA) K (T/NEHEsSR R - &
BRRIATFHE R AT ERR H R B s 48 > DRt E A P EER
IR ER ?

[H% 7 RIBZANSE 8 (1) ik > FrREMRIREEA A B IE IR A & 5 T AR IR IR RZ 0
BIsE 731 RFEREEFEHI Bk - RIEZAATE 9 (1) ik LN
AR AL R A S LB T TR YR,

WMEELL AT B BRIL AR - B GEt e RIS &S R &5t
Al (FAVBREREN) K (AEREEEMGHREGEN) HEAE BT E %
Wy RN E A N AT B R S AR AR S gt
AT o PR A SR AR B AR - T IR 24 U MERE (O A B AT L0 R R BRI 5
RIESHEHEM P RUZ LA E BRI RRER, -

V(R REE B B AR SRR R AR AT R R RS M A A BRI RLE S TERA - A
KBS R M TEAENFTS R S  SREIRIER T E L RUFHEAFTIES RS » SE BERISMNE AL LLZ(E NS 35
HHREFRHEEEER L — > AZAERHARARE -

—fRIMS - ARERA (FVERSET B BEEAER) BRIV REERA (BB BRESER) - AR SRS
KRS A2 B E/EGEHEA GO A R B S 404 -



