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To Chief Executive Officer, Life Insurance Companies

not being Members of the Hong Kong Federation of Insurers

cc Ms Carol Hui, Assistant Commissioner of Insurance

From Andy Robinson, Chairman, Life Insurance Council (“LIC")

Date 16 July 2015

Subject : Initiative on Financial Needs Analysis (“FNA”) and Updated

Requirements Relating to the Sale of Investment Linked Assurance
Scheme (“ILAS”) to Enhance Customer Protection

In my capacity as Chairman of the Life Insurance Council under the Hong Kong Federation of
Insurers (“"HKFI"), I am pleased to invite you to observe the following initiatives which can be
downloaded from the HKFI website:
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Should you have any question, please do not hesitate to contact Ms Lesley Cheung, Manager —
Committee, HKFI on telephone: 2861 9333.
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Subject: Updated Requirements Relating to the Sale of Investment Linked
Assurance Scheme (“ILAS”) to Enhance Customer Protection

1 Background

This Circular supersedes the note issued on 25 January 2011 and the circulars issued on 22
April 2013 and 8 December 2014 respectively pertaining to the Sale of Investment Linked
Assurance Scheme (“ILAS”) issued by the Life Insurance Council of the Hong Kong
Federation of Insurers ("HKFI”). The Insurance Authority considers it necessary for these
requirements to be enhanced to protect further ILAS customers.

2 Purpose
The purpose of these updated requirements ("Requirements”) is summarised below:

i To ensure that the suitability assessment of prospective ILAS customers has been
carried out before recommendation of an ILAS product;

ii. To ensure that the product features, charges and fees, the product and investment
risk have been clearly explained to the prospective customer before fulfilment;

iii. To ensure that all necessary product and marketing documents have been provided
to the prospective customer before fulfilment; and

iv. To ensure that the sales process for the purchase of an ILAS product has been done
in the correct order, with an FNA and RPQ at the heart of the process.

3 Effective date

Member Companies which sell ILAS products are required to implement the Requirements as
soon as practicable and in any event no later than 1 January 2016.

4 Requirements

4.1 Proper Sales Process

The intermediary must follow the proper ILAS sales process. This ensures that the key steps
have been carried out to ensure the Customer Suitability Assessment, including the
completion of the Financial Needs Analysis and Risk Profile Questionnaire - as set out in 4.2
and 4.3 respectively below - of the prospective ILAS customer is conducted before the
recommendation of any ILAS product. The recommended ILAS sales process has been set
out in Appendix A (Investment-Linked Assurance Scheme (“ILAS") Product Sales Flow (New
Application)). The intermediary must also strictly follow the proper sales process as set out
in 12.2 and Appendix of the Guidance Note on Underwriting Class C Business (GN15),
particularly in relation to the comparison of different insurance options.

4.2 Financial Needs Analysis

Every application for an ILAS product must be accompanied by a financial needs analysis
("FNA") form. The FNA must include all the questions and multiple choice options in the
suggested FNA form as set out in Appendix B. Member Companies may modify the FNA to
include additional questions and/or multiple choice options as set out in Appendix B.

Neither Member Companies nor customers can opt out of the FNA. If a customer, for
privacy or other reasons, chooses not to disclose income/asset information under 4(a) or (b)
(but not both) of the FNA form, he/she must confirm their reason(s) in writing. This
notwithstanding, if the absence of information under either 4(a) or (b) of the FNA form
would render Member Companies or the intermediaries unable to comply with any of the
requirements (e.g. assessing affordability of products recommended or comparison of
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different insurance options etc) under this (or any other) circular, Member Companies must
reject the relevant application and should advise the customer accordingly.

The FNA may be either presented as a separate form, or included as a section within another
point-of-sale document such as the application form; but whichever option is adopted, the
FNA must be clearly identified as a “Financial Needs Analysis” or an appropriate set of words
that clearly conveys the document’s purpose and must be signed and dated by the customer
(s). For detailed requirements regarding FNA, please refer to the HKFI Circular “Initiative on
Financial Needs Analysis”.

4.3 Risk Profile Questionnaire

Every application for an ILAS product must include, or be accompanied by a Risk Profile
Questionnaire ("RPQ"”). The purpose of the RPQ is to assess a customer's investment risk
appetite and determine if a particular product and its underlying investment choices (if any)
are suitable. The form of the RPQ should include, as a minimum, questions covering the
following areas:

1) investment objectives;

2) preferred investment horizon;
3) risk tolerance; and

4) financial circumstances.

However, there is no need to duplicate FNA questions in the RPQ. Member Companies must
also exercise extra care when selling ILAS products to “Vulnerable Customers” i.e. the elderly
or unsophisticated customers or those who may not be able to make independent
investment decisions on complex investment products; particularly ILAS products with long
maturity periods or which attract heavy penalties on early redemption or withdrawal.

Customers are not allowed to opt out or deviate in any respect from the RPQ process.
Insurers are required not to accept the application if a customer chooses to opt out or
deviate from the RPQ process.

Every application for an ILAS product must include the RPQ, which may be either presented
as a separate form, or included as a section within another point-of-sale document such as
the application form; but whichever option is adopted the RPQ must be clearly identified as a
“Risk Profile Questionnaire” or an appropriate set of words that clearly conveys the
document’s purpose and must be signed and dated by the customer(s).

For the avoidance of doubt, FNA and RPQ are not required if they have been performed
within one year (both for new application or top-up), provided that there are no substantial
changes in the customers’ circumstances (and in such cases Member Companies can rely on
the written declaration by the customers) and that there are no mismatch (i.e. needs, risks,
affordability etc) identified. For the purposes of this Circular, top-up includes increase in
investment (single or regular premium). RPQ is not required for top-up that includes
increase in premiums for addition or variation of non-ILAS riders (e.g. term, critical illness,
accidental death benefits etc).

4.4  Important Facts Statement and Applicant’s Declaration

Every application (new or top-up) for an ILAS product must include, or be accompanied by,
an Important Facts Statement ("IFS”) in the templates shown in Appendices C1 and C2. It
should be noted that the Applicant(s) Declaration which was previously contained in the
Application Form should now be located in this document. There are no changes to the
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Applicant Declaration and where different versions were provided for agency and broker, this
practice remains unchanged.

The “General Principles” in structuring the IFS are as follows:

The general principle is that the template should be adopted in terms of structure,
groupings and signatures but companies have the latitude to amend wordings to
reflect accurately their specific products and its features;

The IFS is a document required by the Insurance Authority ("IA") for all ILAS sales
and will be subject to their audit. It is not a marketing document and does not
therefore require the approval of the Securities and Futures Commission (“SFC");

The intent of the IFS charges disclosure is to simply yet comprehensively
demonstrate to the customer the combined impact of all fees and charges which may
be incurred;

We expect insurers to respect the principles, intention and spirit of the IFS and being
accountable for any major deviations. It is not planned that the IFS will require pre-
authorisation by the IA but it will be subject to its audit at a later date;

The whole content of the IFS has to be placed in a very distinct manner and at the
forefront of the AD/IFS.

The “Statement of Purpose” must remain free format and must be filled in by
customers in their own handwriting; pre-set options will not be acceptable in any
circumstances.

Insurers have the duty to ensure that information contained in the IFS accurately
reflects the information of the ILAS product in question.

The HKMA may direct its members (banks) for its specific, additional requirements in
relation to the IFS.

For the avoidance of doubt, the IFS must be obtained for products that are open for
top-up. All items must be filled except Para. 2 (Cooling-off period) and (for some
very old products without principal brochure and/or key facts statements) Para. 4
(Long-term features) of the IFS.

IFS Versions

Fundamentally, there are two versions of the IFS to reflect the complexity of the Fees
& Charges of the specific product being sold;

These versions are referred to as “Simple” and “Complex”. It is the Member
Company’s responsibility to match the more appropriate IFS with its associated
information, i.e. details of the fees and charges, to the ILAS product being sold;

For ILAS products with “complex” charging structure, it is recognized that these may
be tenure-specific and that a table highlighting all charges could be applied. Where
an “all encompassing” table is applied showing all tenure specific charges, the
intermediary would be required to highlight the specific charge in the table that
applies to that tenure; alternatively, delete the ones that do not apply;

The IFS will also be channel specific to reflect the specific requirements/modifications
required by each channel, i.e. agency, banks and brokers.

Provision of signed IFS to policyholder

Member Companies are required to provide policyholder with a copy of the signed IFS
together with the policy.
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Remuneration Disclosure Statement

e The IFS contains a statement (at paragraph 9 of Part I) that discloses the average
remuneration payable to the intermediary, and advises the potential policyholder to
consult the intermediary if more detail is required. Insurers must disclose the
remuneration using “all-year-average” based on the calculation methodology and
disclosure format set out in the “Intermediaries’ Remuneration Disclosure — Guide on
Calculation Methodology and Disclosure Format” issued by the IA. Insurers may
decide how the details are to be provided upon further enquiry from the customers,
but Member Companies and their agents should bear in mind the following principles
when deciding on how to formulate their approach:

- disclosure must be made and should not be refused;

- the disclosure amount and / or methodology should be accurate, and not
misleading to consumers;

- it must be presented in a format that is clear and easy to understand;
- a common approach should be taken for all products and customer groups; and

- failure to apply a fair and consistent methodology could result in the fit and
proper status of an authorised individual being called into question.

Completing the IFS
The rules for the completion of the IFS are as follows:
1) The applicant(s) must complete the IFS. They cannot opt-out of this requirement.

2) The applicant(s) must sign the declaration in “Section I: Disclosure Declaration” to
confirm that they understand and accept the highlighted features of the product as
well as to confirm that they have received a copy of the HKFI's Education Pamphlet
entitled “Questions you need to ask before taking out an ILAS product”.

a) If the product has any unusual features or risks such as (without limitation to)
market value adjustment, foreign exchange risk, leverage, investment choices
based on hedge funds, extensive use of derivatives other than for risk
management purposes, or is for the purpose of the Capital Investment Entrant
Scheme (“CIES”), then the intermediary must explain these to the full
satisfaction and understanding of the applicant(s) prior to signing. All
applicant(s) must sign and date at the bottom of “Section I: Disclosure
Declaration”.

3) The applicant(s) must then tick one of either box A or B in “Section III: Suitability
Declaration”.
a) Box A should be ticked where the intermediary and the applicant(s) agree that
the product is suitable for the applicant(s), based on the information provided
by the applicant(s) as part of the FNA and RPQ.

b) Box B should be ticked by the applicant(s) in situations where it is assessed that
the product may not be suitable for the applicant(s) based on the information
disclosed in the FNA and RPQ. In addition, whenever box B is ticked, the
applicant(s) must in their own handwriting provide sufficient explanation as to
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why they have decided to proceed with the application, notwithstanding that
the product may not be suitable.

c) All applicant(s) must sign and date at the bottom of “Section III: Suitability
Declaration”.

Every application for an ILAS must include the IFS, which may be either presented as a
separate form, or included as a section within another point-of-sale document such as the
application form; but whichever option is adopted the IFS must be clearly identified as an
“Important Facts Statement” or an appropriate set of words that clearly conveys the
document’s purpose and must be signed and dated by the applicant(s).

4.5  Suitability Check

Member Companies must establish operational controls to ensure that the FNA, RPQ and IFS
are duly completed.

Member Companies must also establish a process to (i) verify whether the ILAS product sold,
and key features such as the premium amount and term are considered suitable and
affordable for the customer(s) based on the information disclosed by the customer(s), (ii)
verify whether intermediaries have taken due account of the reasons/considerations set out
by the customer in the "Statement of Purpose" paragraph of the IFS, together with other
relevant information, in assessing whether a particular ILAS product is suitable for the
customer(s), and (iii) deal appropriately with any exceptions as per section 4.6 below.

Special consideration is required where business is introduced by an insurance broker. It is
important that in performing the Suitability Check and dealing with any exceptions as per
Section 4.6 below, the customer(s) fully understand that the Insurance Company is not
responsible for the advice given by the insurance broker. To facilitate this differentiation, a
specific set of Important Facts Statement must be prepared for this purpose and must be
used for business introduced from this type of intermediary. For the avoidance of doubt,
however, Member Companies must still follow the requirement under 7.8 of the GN15 during
the underwriting process for business introduced by insurance brokers, and follow up with
the insurance broker concerned in case of mismatch.

4.6  Post-sale Controls

The Hong Kong Monetary Authority ("HKMA") has requested banks to make audio recordings
of the ILAS sale. The Life Insurance Council of the HKFI considered that applying this
recording requirement to other channels, such as agents and brokers, may not be practical
“in the field”. However, Member Companies can apply audio recordings in lieu of the Post
Sale Call Requirement provided these are conducted in the Company’s premises and that the
appropriate protocols and processes are observed — See “Option B” later.

In view of protecting ILAS customers, Member Companies must implement the following
controls for non-bancassurance ILAS sale (either in accordance with Option A or B below).
Where additional control measures have been set up by Member Companies for “Vulnerable
Customers”, the script should be suitably modified to reflect those measures. In determining
who is a “Vulnerable Customer” to whom an appropriate Post-sale Call must be made,
account must be taken of the following matters, including but not limited to:

® Age: a customer over 65 is a Vulnerable Customer;
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® Level of education: a person whose education level is “primary level” or
below is a Vulnerable Customer; and

® Financial means: a person who has “limited means” or no regular source of
income or both is a Vulnerable Customer.

Option A: Post-sale Controls

1)

2)

3)

4)

)

6)

7)

Copies of the Product Key Facts Statement for the relevant ILAS product and the
signed Important Facts Statement and Applicant’s Declaration must be sent to the
customer with the policy.

A notice (i) informing the customer that copies of the customer’s FNA and RPQ are
available for inspection and (ii) advising where and how the customer may access
these documents must be sent with the policy to the customer. This applies to all
customers irrespective of which box (A or B) is ticked in Section III of the Important
Facts Statement.

Not later than the 5" working day after the issue date of relevant ILAS policy,
Member Companies must make reasonable efforts to complete and make audio
recording of telephone calls with all customers to confirm their consent to both the
suitability assessment as set out in Section 4.2 & 4.3 and Important Facts Statement
and Applicant’s Declaration.

To ensure compliance with the Post-sale Call requirements, Member Companies
must follow an approved script. The HKFI issued a minimum set of questions which
is required to be included in this script. (See Appendix D) Nonetheless, Member
Companies are entitled to develop their own version provided it includes at least
those questions in Appendix D.

To guide the necessary actions in dealing with various situations or scenarios during
the course of Post-sale Call conducted by the Member Companies, a flow chart “Flow
chart - ILAS Post-Sale Call” has been issued by the HKFI (See Appendix E).

In case of any uncertain replies by the customers during the Post-sale call, the
Member Company must ask the relevant intermediary to follow up with the
concerned customer in such circumstances. The Member Company must conduct
follow-up calls within the next 5 working days to clear the uncertain areas. In case
the customer could not be reached or the follow-up call could not be completed
properly, the Member Company must send a notification letter to the customer
(alongside an email/SMS alert) citing the key areas of concern. Such letter should
also set out the means for the customer to contact the Member Company for any
disagreement on the points set out. The sample notification letter is provided in
Appendix F1. For easy reading, the font size must be at least 12.

In case the customer could not be reached or the follow-up call could not be
completed properly, the Member Company must send a notification letter (alongside
an email/SMS alert) to the customer in which the key areas are drawn to their
attention. Such letter should also set out the means for the customer to contact the
Member Company for any disagreement on the points set out. The sample
notification letter is provided in Appendix F2.
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8) At the end of each Post-sale Call (including initial and any follow-up calls), the
Member Company should advise the customer about the expiry date of the cooling-
off period.

9) As per the guidelines of Privacy Commissioner, the recordings of calls should be kept
during the period in which the concerned person is a policyholder and for a period of
7 years from the date on which the policy expires or terminates. In the event that
the policy is not proceeded with, such recordings of calls should be kept for a period
of 2 years before being erased.

Option B: Point-of-sale Audio Recording

Member Companies are allowed to adopt Point-of-sale Audio Recording (“"PSAR") in lieu
of Post-sale Call at their discretion for any cases of ILAS applications provided that the
following requirements are met:

1) The PSAR must be conducted in the office of the Member Company;

2)An employee of the insurer must attend, manage and witness the whole PSAR
process. Such employee should have no conflict of interest with the sales of the
relevant ILAS policy, e.g. they will not earn, receive or be rewarded with any
compensation directly due to the sale of the relevant ILAS policy

3) Either of the following approaches can be adopted for the PSAR:

Approach 1: To be conducted by employee on site
Once the ILAS sales process has been completed and all necessary forms,
documents, application have been completed and signed by the applicant, the
employee will activate an audio recording device to conduct the PSAR in accordance
with the prescribed PSAR script — See Appendix G.

Approach 2: To be conducted by call centre employee

If the ILAS sale at the Member Company’s offices but no audio recording devices
are available, on the completion of the ILAS sales process all fulfilment documents
will be passed to the Insurer’s call centre staff who will call the applicant and
conduct the PSAR script (see Appendix G) over the telephone. The whole discussion
will be recorded.

4)The questions to be asked must follow the Point-of-sale Audio Recording Script
issued by the HKFI (See Appendix G)

5)As per the guidelines of Privacy Commissioner, the recordings of calls for policies
which have been successfully issued should be kept during the period in which
the concerned person is a policyholder and for a period of 7 years from the date on
which the policy expires or terminates. In the event that the concerned policy is
not taken up, such recordings should be kept for a period of 2 years before being
erased.

After proper completion of the Point-of-Sale Audio Recording, the Member Company is not
required to conduct the Post-sale Call to the relevant applicant.
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4.7  Certification of Copies of FNA and RPQ

Instead of receiving the original signed copies of FNA and RPQ, Member Companies are
permitted to accept copies of the above documents provided they are appropriately certified
for business introduced by banks and insurance brokers. In respect of business introduced
by banks, the copies should be certified by the relevant bank branch manager and bear the
bank’s chop. For business introduced by insurance brokers, the copies should be certified by
the Responsible Officer designated by the authorized representative of the insurance broker.

N.B. As the IFS is product related, the original signed document must be returned and
retained by the Member Company. In no circumstances would a certified copy from an
intermediary be acceptable.

5 Compliance with the GN15

Insurers are reminded to comply with the requirements of the GN15. Under no
circumstances should insurers enter into arrangements with the intention to circumvent any
of the requirements contained therein (e.g. using side agreement to pay indemnity
commission in the form of loan or advance).

6 Updated ILAS Education Pamphlet entitled “Questions you need to ask before
taking out an ILAS product”

In the interests of improving customer education, the HKFI has published an education
pamphlet entitled “Questions you need to ask before taking out an ILAS product” in January
2011. This pamphlet is available from the HKFI's website at www.hkfi.org.hk. This
pamphlet must be distributed to potential policyholders of ILAS products at the point-of-sale
in accordance with section 4.1 above. It should be noted that this document is in the process
of being updated to reflect changes arising from this Circular.

7 Summary

Member Companies must maintain robust internal procedures to ensure they strictly comply
with this Circular. Member Companies (and their management, directors and controllers)
who deliberately breach any aspect of the Circular may no longer satisfy the “fit and proper”
requirement under the Insurance Companies Ordinance and may be liable to regulatory
action.
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APPENDIX A: (Investment-Linked Assurance Scheme (“ILAS”) Product Sales Flow
(New Application)

Investment-Linked Assurance Scheme (“ILAS”) Product Sales Flow
(New Application)

Step 1 : Customer Suitability Assessment

v

Assist the potential customer to complete:
1. Financial Needs Analysis
2. Risk Profile Questionnaire

v

e N
Step 2 : Only in cases where the analysis result indicates that the potential customer has both insurance and
investment needs, and that he/she is willing to bear the investment risks and make the market decision, and
his/her personal and financial circumstances may be suitable for investing ILAS product(s), can the insurance
intermediary propose to the potential customer to consider suitable ILAS product(s)

v

Provide the potential customer with the HKFI Education Pamphlet entitled “Questions you
need to ask before taking out an ILAS product”

v

/Recommend the potential customer to consider the suitable ILAS product and provide him/her with the \
following documents. Insurance intermediary must explain the product features and its potential risks to
the potential customer. The documents must include:
1) Product Brochure
2) Product Key Facts Statement
3) Investment Choice Brochure
4) lllustration Document
If the potential customer is not interested in the recommended product, insurance intermediary may
\recommend potential customer to consider other suitable product /
( * 1\
Step 3 : If the potential customer requests to make an application, the insurance intermediary should handle the
application process.
. v

3.1 Distribute the lllustration Document: Explain the contents of the lllustration Document
before assisting the potential customer to fill in the Application Form

(. J

v

3.2 Explain to and assist the potential customer to complete the Important Facts Statement
and Applicant’s Declaration

J

N\

v

4 . . . .

3.3 Assist the potential customer to complete the application documents as required by the
insurer, including Application Form for relevant ILAS product and other documents deemed
necessary.

After explaining the contents and relevant provisions, the potential customer must sign the

\application documents as evidence of acknowledgement. )

v
p
Step 4: The intermediary to inform the potential customer that there will be a post-sales call to

be conducted by staff of the insurer. The objective of this call is to protect the interest of the
potential customer.
&

~N

v
é . . . . . )
Attention : The above sales flow is not exhaustive and it only sets out the key steps regarding ILAS sales. For
details, please refer to the latest circulars issued by HKFI, relevant requlators and the insurer. Please take note that
HKFI may issue other regulatory guidance from time to time in the future. The intermediary must also strictly follow
the proper sales process as set out in 12.2 and Appendix of the Guidance Note on Underwriting Class C Business
(GN15), particularly the comparison of different insurance options.

- J
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APPENDIX B: Financial Needs Analysis (“FNA”) Form

Please refer to the Appendix of the HKFI Circular “Initiative on Financial Needs Analysis” for
the latest version of the FNA Form.
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APPENDIX C1: Important Facts Statement and the Applicant’s Declarations
(Complex charge structure version for upfront and surrender charges - for
business introduced by insurance agents)

IMPORTANT FACTS STATEMENT AND APPLICANT’S DECLARATIONS
INVESTMENT-LINKED ASSURANCE SCHEME (“ILAS”) POLICY

[Name of insurer]
Name of the ILAS Policy:

PART I - IMPORTANT FACTS STATEMENT

You should carefully consider the information in this statement and the product documents (including the
Principal Brochure, Product Key Facts Statement, and the Illustration Document). If you do not
understand any of the following paragraphs or do not agree to that particular paragraph or what
your intermediary has told you is different from what you have read in this statement, please do not

sign the confirmation and do not purchase the ILAS policy.

You may request the Chinese version of this statement from your intermediary.

T nl R S8 R g AR SCRROAR

SOME IMPORTANT FACTS YOU SHOULD KNOW

particular ILAS policy is suitable for you.

(1) Statement of Purpose: Please set out in your own handwriting your reasons/considerations for
procuring this ILAS policy. The intermediary is required to take due account of the
reasons/considerations set out by you, together with other relevant information, in assessing whether a

details of how you can exercise this right, please refer to the application form.

printed name of the insurer]. Investment returns are not guaranteed.

(2) Cooling-off period: You have the right to cancel this ILAS policy and get back your original
investments (subject to market value adjustment) within the cooling-off period, which is 21 days after
the delivery of the policy or issue of a notice to you or your representative, whichever is the earlier. For

(3) No ownership of assets and no guarantee for investment returns: You do not have any rights to
or ownership over any of the underlying/reference investment assets of this ILAS policy. Your
recourse is against [pre-printed name of the insurer] only. You are subject to the credit risk of [pre-

I confirm that | have read and understood and agree to be bound by paragraphs (1), (2), and (3) above.

Applicant’s Name Applicant’s Signature Date
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(4) Long-term features (delete wherever inapplicable):

(a) Upfront charges: An upfront charge will be deducted upfront from the premiums you pay as
charges and will not be available for investment. This means that the remaining amount of
premiums available for investment will be lower than your premiums paid. The upfront
charge is calculated as follows:

Upfront Charge = Premiums received X Upfront Charge %

Policy year Upfront charge % % of premium received available for
investment after upfront charge
| A% (100 — A)%
2 B% (100 - B)%
3 C% (100 - C)%
4 D% (100 — D)%

(b) Early surrender / withdrawal charges: You will be subject to an early surrender or
withdrawal charge and possible loss of entitlement to bonuses, if policy termination or
surrender, partial withdrawal, or suspension of or reduction in premium payment occurs within a
prescribed period before the end of the policy term. The Early Termination Charge is calculated
as follows:

Early Termination Charge = Account Value withdrawn/surrendered/lapsed X Early Termination

Charge %
Policy year Early Termination Charge %
1 A%
2 B%
3 C%
4 D%
5...

(c) Loyalty bonuses: You will be entitled to a loyalty or special bonus if you meet certain conditions.
For details, please refer to the product documents of this ILAS policy.

(5) Eees and charges: Some fees/charges will be deducted from the premiums you pay and/or your
ILAS policy value, and will reduce the amount available for investment. Accordingly, the return on
your ILAS policy as a whole may considerably be lower than the return of the
underlying/reference funds you selected. For details, please refer to the product documents of this
ILAS policy.

I confirm that | have read and understood and agree to be bound by paragraphs (4) and (5) above. |
understand and accept all the fees and charges, including the upfront charges and early
surrender/withdrawal charges.

Applicant’s Name Applicant’s Signature Date
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(6)

(7

®)

)

Switching of Investment: If you switch your investment choices, you may be subject to a charge and
your risk may be increased or decreased.

Premium holiday: Please check with your intermediary and the product documents whether and under
what specific conditions a premium holiday (during which premium payment is suspended) may be
taken. If your ILAS policy allows a premium holiday, you should note that:

(a) Premium holiday means that you may temporarily suspend your regular premium payments. It
does not mean that you are only required to make premium contribution during the initial
contribution period.

(b) As all relevant fees and charges will continue to be deducted from your ILAS policy value during
the premium holiday, the value of your ILAS policy may be significantly reduced.

Risk of early termination: Your ILAS policy may be automatically early terminated and you
could lose all your premiums paid and benefits accrued if any condition of automatic early
termination is triggered. This may happen if you fail to make premium contribution (for regular
premium payment), or if your policy has very low or negative value (e.g. poor investment performance,
exercise of premium holiday), etc.

Intermediaries’ Remuneration: If you take up this ILAS policy, the (agent/broker firm/bank)
will on average receive remuneration of $x.x per $100 of the premium that you pay.

The remuneration is an average figure calculated on the assumption that you will pay all the premiums
throughout the entire premium payment period. It covers all payments to the (agent/broker firm/bank)
directly attributable to the sale of this policy (including upfront and future commissions, bonuses and
other incentives).

[Note: Only print the relevant sections below]

[For remuneration structure where payments are made over a number of years and not at a flat rate]
The amount of remuneration actually receivable by the (agent/broker firm/bank) may vary from year to
year and is higher in the first policy year/early policy years.

[For remuneration structure which involves non-monetary benefits] Certain benefits that are
immaterial, not directly attributable to the sale of this policy and not readily convertible to cash are not
included from the calculation.

[For whole-life premium payment policies] As this policy involves whole-life premium payment, a 30-
year period has been adopted for calculating both the total premiums and the total remuneration.

[For policies sold through bank] In this statement, “bank” refers to a licensed bank, restricted licence
bank or deposit-taking company.

Please consult your (agent/broker/bank) if you wish to know more about the remuneration that
he/she/they may receive in respect of this policy.

I confirm that | have read and understood and agree to be bound by paragraphs (6), (7), (8) and (9)
above.
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Applicant’s Name Applicant’s Signature Date

PART Il = APPLICANT’S DECLARATIONS
Section I: Disclosure Declaration

e | confirm that the insurance intermediary, (insert name and registration number of the relevant
insurance agent), has conducted a Financial Needs Analysis and Risk Profiling for me.

e [ have received, read and understood the following documents:

- Principal Brochure

- Product Key Facts Statement

- Illustration Document

- Pamphlet “Questions you need to ask before taking out an ILAS product”
- # Investment Choice Brochure

- # [Other documents provided]

e # 1 fully understand and accept the potential loss associated with any market value adjustment, where
the insurer has the right and absolute discretion under certain situations (e.g. early policy surrender) to
apply a downward / negative market value adjustment to the ILAS policy.

e # I confirm that this application is for the purpose of the Capital Investment Entrant Scheme.

Applicant’s Name Applicant’s Signature Date

# Section 11: Affordability Declaration (For regular premium payment)

e | anticipate that my disposable income and/or savings is/are sufficient to pay the regular premium
payments for the entire payment term of the ILAS policy; and

e [ confirm that I am willing to pay the premiums for the entire payment term of the ILAS policy.

Applicant’s Name Applicant’s Signature Date

# delete as appropriate
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Section I11: Suitability Declaration
I understand and agree that (tick one only):

A |:| the features and risk level of the ILAS policy and my selected mix of underlying investment
choices are suitable for me based on my disclosed current needs and risk profile as indicated

in the Financial Needs Analysis and Risk Profile Questionnaire.
OR

B I:I despite the fact that the features and/or risk level of the ILAS policy and/or my selected mix
of underlying investment choices may not be suitable for me based on my disclosed current
needs & risk profile as indicated in the Financial Needs Analysis and Risk Profile
Questionnaire, I confirm that it is my intention and desire to proceed with my application(s)
as explained below:

(If Box B is ticked, Applicant must complete explanation in own handwriting in this box.)

I acknowledge I should not purchase this ILAS policy and/or the selected mix of underlying investment
choices unless I understand these and their suitability has been explained to me and that the final decision
is mine.

Applicant’s Name Applicant’s Signature Date

Notes:
1. In this Statement & Declaration, the singular shall include the plural; the word “I”” shall include “we”;
& the word “my” shall include “our”. For joint applicants, all applicants must sign all sections.

2. You are required to inform your insurance agent or us (the insurance company) if there is any
substantial change of information provided in these Declarations before the policy is issued.
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[For ILAS with complex charge structure for upfront and surrender charges]
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[For ILAS with complex charge structure for upfront and surrender charges]
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[For ILAS with complex charge structure for upfront and surrender charges]
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APPENDIX C2: Important Facts Statement and the Applicant’s Declarations
(Simple charge structure version for upfront and surrender charges - for business
introduced by insurance agents)

IMPORTANT FACTS STATEMENT AND APPLICANT’S DECLARATIONS
INVESTMENT-LINKED ASSURANCE SCHEME (“ILAS”) POLICY

[Name of insurer]
Name of the ILAS Policy:

PART I - IMPORTANT FACTS STATEMENT

You should carefully consider the information in this statement and the product documents (including the
Principal Brochure, Product Key Facts Statement, and the Illustration Document). If you do not
understand any of the following paragraphs or do not agree to that particular paragraph or what
your intermediary has told you is different from what you have read in this statement, please do not
sign the confirmation and do not purchase the ILAS policy.

You may request the Chinese version of this statement from your intermediary.

T AT 38 By g AR SR

SOME IMPORTANT FACTS YOU SHOULD KNOW

(1) Statement of Purpose: Please set out in your own handwriting your reasons/considerations for
procuring this ILAS policy.  The intermediary is required to take due account of the
reasons/considerations set out by you, together with other relevant information, in assessing whether a
particular ILAS policy is suitable for you.

(2) Cooling-off period: You have the right to cancel this ILAS policy and get back your original
investments (subject to market value adjustment) within the cooling-off period, which is 21 days after the
delivery of the policy or issue of a notice to you or your representative, whichever is the earlier. For
details of how you can exercise this right, please refer to the application form.

(3) No ownership of assets and no guarantee for investment returns: You do not have any rights to or
ownership over any of the underlying/reference investment assets of this ILAS policy. Your
recourse is against [pre-printed name of the insurer] only. You are subject to the credit risk of [pre-
printed name of the insurer]. Investment returns are not guaranteed.

I confirm that | have read and understood and agree to be bound by paragraphs (1), (2), and (3) above.

Applicant’s Name Applicant’s Signature Date
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(4) Long-term features (delete wherever inapplicable):

(@)

(b)

(©)

Upfront charges: [% Range] of the premiums you pay for the first [ ] policy years will be
deducted upfront as charges and will not be available for investment. This means that the
remaining amount of premiums available for investment may be as low as [ ]% of your
premiums paid in this period.

Early surrender / withdrawal charges: You will be subject to an early surrender or
withdrawal charge and possible loss of entitlement to bonuses, if policy termination or
surrender, partial withdrawal, or suspension of or reduction in premium payment occurs within the
initial [ ] years of the policy term.

Loyalty bonuses: You will be entitled to a loyalty or special bonus if you meet certain conditions.
For details, please refer to the product documents of this ILAS policy.

(5) Eees and charges: Some fees/charges will be deducted from the premiums you pay and/or your ILAS

policy value, and will reduce the amount available for investment. Accordingly, the return on your
ILAS policy as a whole may considerably be lower than the return of the underlying/reference
funds you selected. For details, please refer to the product documents of this ILAS policy.

(6) Switching of Investment: If you switch your investment choices, you may be subject to a charge and

your risk may be increased or decreased.

I confirm that I have read and understood and agree to be bound by paragraphs (4), (5) and (6) above.
I understand and accept all the fees and charges, including the upfront charges and early
surrender/withdrawal charges.

Applicant’s Name Applicant’s Signature Date
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(7) Premium holiday: Please check with your intermediary and the product documents whether and under
what specific conditions a premium holiday (during which premium payment is suspended) may be
taken. If your ILAS policy allows a premium holiday, you should note that:

(a) Premium holiday means that you may temporarily suspend your regular premium payments. It
does not mean that you are only required to make premium contribution during the initial
contribution period.

(b) As all relevant fees and charges will continue to be deducted from your ILAS policy value during
the premium holiday, the value of your ILAS policy may be significantly reduced.

(8) Risk of early termination: Your ILAS policy may be automatically early terminated and you could
lose all your premiums paid and benefits accrued if any condition of automatic early termination is
triggered. This may happen if you fail to make premium contribution (for regular premium payment), or
if your policy has very low or negative value (e.g. poor investment performance, exercise of premium
holiday), etc.

(9) Intermediaries’ Remuneration: If you take up this ILAS policy, the (agent/broker firm/bank) will
on average receive remuneration of $x.x per $100 of the premium that you pay.

The remuneration is an average figure calculated on the assumption that you will pay all the premiums
throughout the entire premium payment period. It covers all payments to the (agent/broker firm/bank)
directly attributable to the sale of this policy (including upfront and future commissions, bonuses and
other incentives).

[Note: Only print the relevant sections below]

[For remuneration structure where payments are made over a number of years and not at a flat rate]
The amount of remuneration actually receivable by the (agent/broker firm/bank) may vary from year to
year and is higher in the first policy year/early policy years.

[For remuneration structure which involves non-monetary benefits] Certain benefits that are immaterial,
not directly attributable to the sale of this policy and not readily convertible to cash are not included
from the calculation.

[For whole-life premium payment policies] As this policy involves whole-life premium payment, a 30-
year period has been adopted for calculating both the total premiums and the total remuneration.

[For policies sold through bank] In this statement, “bank” refers to a licensed bank, restricted licence
bank or deposit-taking company.

Please consult your (agent/broker/bank) if you wish to know more about the remuneration that
he/she/they may receive in respect of this policy.

I confirm that | have read and understood and agree to be bound by paragraphs (7), (8) and (9) above.

(effective no later than 1 January 2016) Page 24 of 52




Applicant’s Name Applicant’s Signature Date

PART Il = APPLICANT’S DECLARATIONS
Section I: Disclosure Declaration

e [ confirm that the insurance intermediary, (insert name and registration number of the relevant
insurance agent), has conducted a Financial Needs Analysis and Risk Profiling for me.

e [ have received, read and understood the following documents:

- Principal Brochure

- Product Key Facts Statement

- Ilustration Document

- Pamphlet “Questions you need to ask before taking out an ILAS product”
- # Investment Choice Brochure

- # [Other documents provided]

e # | fully understand and accept the potential loss associated with any market value adjustment, where
the insurer has the right and absolute discretion under certain situations (e.g. early policy surrender) to
apply a downward / negative market value adjustment to the ILAS policy.

e # I confirm that this application is for the purpose of the Capital Investment Entrant Scheme.

Applicant’s Name Applicant’s Signature Date

# Section I1: Affordability Declaration (For regular premium payment)

e [ anticipate that my disposable income and/or savings is/are sufficient to pay the regular premium
payments for the entire payment term of the ILAS policy; and

e [ confirm that [ am willing to pay the premiums for the entire payment term of the ILAS policy.

Applicant’s Name Applicant’s Signature Date

# delete as appropriate
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Section I11: Suitability Declaration
I understand and agree that (tick one only):

A |:| the features and risk level of the ILAS policy and my selected mix of underlying investment
choices are suitable for me based on my disclosed current needs and risk profile as indicated

in the Financial Needs Analysis and Risk Profile Questionnaire.
OR

B I:I despite the fact that the features and/or risk level of the ILAS policy and/or my selected mix
of underlying investment choices may not be suitable for me based on my disclosed current
needs & risk profile as indicated in the Financial Needs Analysis and Risk Profile
Questionnaire, I confirm that it is my intention and desire to proceed with my application(s)
as explained below:

(If Box B is ticked, Applicant must complete explanation in own handwriting in this box.)

I acknowledge I should not purchase this ILAS policy and/or the selected mix of underlying investment
choices unless I understand these and their suitability has been explained to me and that the final decision
is mine.

Applicant’s Name Applicant’s Signature Date

Notes:
1. In this Statement & Declaration, the singular shall include the plural; the word “I” shall include “we”;
& the word “my” shall include “our”. For joint applicants, all applicants must sign all sections.

2. You are required to inform your insurance agent or us (the insurance company) if there is any
substantial change of information provided in these Declarations before the policy is issued.
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[For ILAS with simple charge structure for upfront and surrender charges]
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[For ILAS with simple charge structure for upfront and surrender charges]
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[For ILAS with simple charge structure for upfront and surrender charges]
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[For ILAS with simple charge structure for upfront and surrender charges]
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APPENDIX D: Post-sale Call Content

Post—sale Call Content
B IREEERENANE

11

1.2

2.1

Opening
pika

Introduction
1réd

» The caller should introduce himself/herself by name and company;

HEH LA B R E T A EHY AT

> Explaining the purpose of the Post-sale Call and that it is a regulatory requirement
that the call be made and recorded, will be a short call of only approx 10 mins;
R RIS I Z R - W E 0K fRig A SEIHIN 3 BB R SE IR 2L
BEF - WASGENESE » WSS AR o8

» Securing agreement to the call and stressing that the purpose is to ensure that the
customer’s rights are fully respected and protected;

MEOR P [E BB AR - WRHASERE N RS PR S T B E KRk
» Verifying the customer’s identity.
ZEESE 7,

Confirming purchase of an ILAS product & Statement of Purpose
fife e W L e R o S P v M H R

Question: Can you please confirm if you have purchased an Investment Linked
Assurance Scheme (ILAS) product from an agent/a broker (insert name of the
relevant insurance agent/broker) of Company (insert name of the Company)?
M S lRoE A Fotxx s n) GE LA AA ) mRRg R / #8610 GE AR
O/ RGRCRER) W E T BReE A S e 2

Can you also confirm the objective that you purchased this ILAS product is (insert the
reason/ consideration stated by the applicant in the Important Facts Statement/
Applicant’'s Declaration)?

o R A SRR BOS (i B A S e R T I H pose R R G AR TS ZORHE WS /
Him AR ST ST Z N/ B 8N ).

Key Questions
e Sl

Sales Process
HER

Question: Did your insurance agent/broker perform a Financial Needs Analysis and Risk
Profiling based on information provided by you, before recommending the ILAS product
to you?
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2.2

2.3

2.4

2.5

e PRI PRERACEE / ASAC P URHE N e BN S5 b et #U, A S ARIRIR S0y EORHE T
15 5 B AT B R B AR RE D R A 2

Question: Did your insurance agent/broker explain and compare different insurance
options based on information provided by you in the Financial Needs Analysis before
recommending the ILAS product to you?

e ARV PRERACEE / ASHC P URHE N B BN S5 b at R, A A ARGRIRIA M 5 270 BT
SROEHY OB O] IR Gl L LEREANTR) B PR B 72E i 2

Product features
JEE R (B

Question: Did you receive and understand the marketing literature that explains the key
features of the policy, and the level of all charges and fees?

e« R A iR O B 2 SR Gy B B8 Ok 2 o A WA 1 EORHIY N A ST A M g B
Iy 2

Amount of premium and premium term & implication if not fulfilling the premium
payment for the chosen term

PR G N PR B I, DAL IR I I A PR, O B W RE S U s

Question: Can you please confirm whether the premium for the policy purchased by you
is (insert the amount) and the premium term is (insert the premium payment period)?
Are you aware that if you do not intend or are unable to complete the premium payment
for the whole duration you have chosen, you should not acquire this policy as you may
suffer a loss if you discontinue your premium payment earlier as fees and charges will
be continuously deducted from your policy?

[ SRR SR AR SR GREERGAD 2 S iR ilibe & Gt R
) 2 BANRAE S R SH TN T SR B 1 S A A B AR IR R e, IR AN ISR BUS it )
W Es e IR0 PR, O B 2 8 OB D R R A URIT) R B b B, IRAT REIN IR 5852 4R %

o

Understanding of penalties, fees or charges
W 5 AT R Bk, e T ey

Question: Did your insurance agent/broker explain the types of penalties, fees or
charges? Specifically, they include (1) penalties or charges for early encashment,
withdrawal and temporary suspension of premium payment, and such penalties or
charges can be up to (insert the highest fees and charges, and charging basis
applicable); (2 if applicable) charges for switching of investment choice?

[l - ARBOeR B ACEE / RERC A A W RE R Th S A B Sk e SOl 2 e e ds
(1) WEE T LG A PEIOM R Gse (R g, 1T S Y B s sl o,

7% 55 Sk e e e £ (R EEL R 0 do s MAC e SOBCEE BEREE) 3 (2 i %)
GG e R 2 Wi e ?

Understand Potential Risk of Investments
B P58 B TE A JR B

Question: In the Product Key Facts Statement, Principal Brochure, Investment Option
Brochure and the marketing literature provided to you, the risk inherent in the
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2.6

2.7

3.1

investment of your policy has been set out. Are you aware that investment returns are
not guaranteed and each investment choice is subject to market and interest rate
fluctuations, and to the risks inherent in all investments? The value of investments may
go down as well as up, and past performance is not indicative of future performance.
R ZE A EORMBE S . S HESH PV, P 3R T T I B o 5 R O S e B 1 f B
T P A R, (RO 75 08 8 & [ IR R 38, i) R R B IR B A e 7 1 i R R
WENCE, NG BAR A BB 2 s E (HE T T T, SRR E KRB ANBEE Ry 1
PRI FEEE,

Question [applicable only for ILAS product with Market Value Adjustment]
P [ 7 45 AT e S B 2 vt 2 vl (L 2 ]

Are you aware that there may be potential loss due to Market Value Adjustment, which
is determined at the sole discretion of us, under certain situation?
fRIEMHNEL TPl NN By %s, R R e AIE(iade, i EHBEE, &b
R F] R REPE ?

Your investment options «high_risk_fund» belongs to high risk category*. High
risk investment options may be subject to higher volatility.

PSSR PR 1Y) B2 AL G <oy JRU R 6 <0 I i RV BRORE 1%, v B b AL 5 o 2R B T BE & A5 i Kk
fy,

Charges and changes in risk level of investment choices in switching
Tt 415 P HE T 2 M g N R [ K P ) e

Question: Are you aware of the possible charges and possible changes in risk levels of
the investment choices when switching? You have the right to seek professional
financial advice when in doubt.

[« fRoE 5 RE B B ] RE TS RS A e, DAKCTTRE 5 | BB\ e A 2 A= 3B 2 A
BRI, IRARE= R BRI 15 5 L,

Understanding of upfront and surrender charges
W P i SR PR i

Question: Are you aware that an up-front fee will be charged on the premium you paid
before investment (where applicable)? Are you aware that a withdrawal and / or
surrender charge will be deducted from the policy benefit if you make withdrawal from
and / or surrender your policy within X years (insert the number of policy years where
the withdrawal and / or surrender charge is applicable) (where applicable)?
R ROE O HLE ARG PR e A2 R IR, 5070 & Jo ARG A PR iy i e #e - (40
) ? (e mANE, WRIRAE x FRTER S/ BRIk GRRIRRK / BOR IR E 2
S nEi]) N R/ SRR TG TR, R e A PR BRI G A R

Closing
ke

Intermediaries’ Remuneration

S WNGR]E=

Are you aware that if you take up this ILAS policy, the intermediary will on average
receive remuneration of $x.x per $100 of the premium that you pay? Are you aware that
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you can ask your intermediary further details about the remuneration that he/she may
receive in respect of your ILAS policy?

ﬁ%@%i”@?iﬁ&%ﬁ&%ﬁLi@ﬁm aibly A%ﬁﬁmﬁﬁ&xﬂmi(U%
BT $100TT IR E S8R ) MRE A RE R i E— 2P [RRHY T/ AE S i A
I’EM/% A ALY S5 5515 2

3.2 Confirming suitability
fife 55 15 P

Scenario 1: The applicant has ticked Box A in Important Facts Statement and
Applicant’'s Declarations

il — @ ey AR EORENE / han NS hos i A

Question: You have ticked Box A, which means the features and risk level of the
product(s) and your selected mix of underlying investment choices are suitable for you.
Is this consistent with your understanding?

Pl - R EE T AMH,  BIZR0SEE fhde (R R P R B BRLR T 38 2 1 A B P AL 5 29388 5 R o
L;'?'i tll/\fTPIEE E/J .llf)/((7

Scenario 2: The applicant has ticked Box B in Important Facts Statement and
Applicant’'s Declarations

TPl = il AR S PORHE IR / i N W5 o i 7 BIA

Question: You have ticked Box B, which means that it is your intention and desire to
proceed your application(s) despite the fact that the features and risk level of the
product(s) and your selected mix of underlying investment choices may not be suitable
for you. You explained in the Important Facts Statement and Applicant’s Declarations
that the reason is (insert the explanation provided in the Important Facts Statement and
Applicant’s Declarations). Is this consistent with your understanding?

R« PRI S SEER W E / WGl A 5 g 22 T B, RIVZR s it B (e R R B et
PRPT SRR AE B 72 1 ZH 5 ] BE P AN 1 r{/l\,

(HAR 5 AR T oot B0 R aw, TR AE B 2 EORHE ] 2/

Wi NI SErh T SR 0L B i O A e s R S &R I 5/

WG NS IERSIVEL ) o TS A BRI BRI — 2% 2

3.3 Important Facts Statement and Applicant’s Declaration
o S EORHE W] Mg AR

A copy of the Important Facts Statement and Applicant’s Declaration which you have
read and signed during the application will be attached to the ILAS policy contract to be
delivered to you by your insurance agent/ broker. Please read it carefully once you
have received it because it contained important information and facts which you should
know.

W%ﬁwﬁ&/WﬁYAEﬁ%WAMLMWA%LQ%@,ﬁm*ﬁ s AR RERE
P RA e o By T HE SRR WIE Ko i NEVE L BIAR, SHRICEIER N O AR A B S
FINZS, R E TR I 7R 28 FE ) ”*%&TH}E%«"@
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3.4 Cooling -off Rights

3.5

P R PR R 4

Provide a statement on the customer’s Cooling-off Rights and also specify the expiry
date of the cooling-off period if known, or otherwise describe the date in general

description.
) % R Se By iR JUDR ORRE G 22, 45 i v e UL e PO A 8 11300, IS RS AR WD R T

AR BE 2 (HE HAG Y Jsim H, - BIVE RS A Al S 58 At SO e 1

Closing Remark
it O

Thank the customer for their time and that you have verified all of the necessary
information. Of course, if you have any queries, please feel free to either contact your
broker/agent; who is keen on supporting you or contact us on xxxxx . Is there anything
else that | can help you with today?

ST T IR, LMHPIH“’”*% & P A A, TR IR u/\ﬁkr
R/ A, e NE B A RIRTE, &5 R8T SO0 BLEAM G . 55 %

S A i A AR T R R 5

Yes —follow on 47 — f i i fe

No —Bye. %47 — )l
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APPENDIX E: Flow Chart — ILAS Post-sale Call

Insurer retrieves its respective

call list
I
A minimum of 4 to 5 Insurer makes the post-sale calls Insurer retains the call records for 7 years
attempts at different |~ no later than the 5th working day [~ after cessation of concerned policy
time and date after issue date of policy *
[
I |
Policyholder is reachable and post-sale Policyholder is either
call is successfully conducted 1. unreachable; or
2. unwilling to continue the call
|

A. Clean B. Negative replies C. Uncertain
case (poten_tial non- replies
compliance to ILAS
sales requirements)
I Insurer informs respective Insurer sends notification
Case - — intermediary to follow up letter (alongside an
closed & Further  investigation with policyholder ~ on email/SMS  alert)  to
no further by Insurer uncertain areas policyholder with Suggested
i information of new policy. Sample
action [ [ Policyholder can contact Notification
Compliance to ILAS Intermediary follows up with Insurer for enquiry if have ;Z%Z;';X 2
sales requirements policyholder and reports query on the letter's
situation to Insurer content
' |
NO YES l
Insurer conducts follow-up Returned mail Disagreement
Insurer takes appropriate call to the policyholder of  Notification received from
actions including, e.g. at Case within the next 5 working Letter. policyholder
the option of policyholder r?éoiﬁ?hgr days after the previous
to rescind policy with full |} “ction Foplics Ui al of them nave |
premium refund without P N
. been addressed.
market value adjustment
l NO YES
Policyholder is either
1. unre_a_chable; or. Further
2. unwilling to continue the call . . .
3. Follow-up calls cannot be completed in 5 Case investigation
workina davs closed & according to
I no further returned
YES action mail  policy
NO by Insurer

Insurer sends notification letter
(alongside an email/SMS alert) to
policyholder with information of new policy.
Policyholder can contact insurer for enquiry if

; Suggested
have query on the letter's content Sample
Notification
| Letter in YES
I Appendix F1
Compliance to ILAS Further
Sales requirements Case action per
I closed & C. Uncertain
no further replies
NO action
Further action per Case
B. Negative replies closed &
no further

action

# Proper follow-up actions with the policyholders need to be carried out before case closure.

* Remarks: Insurer must remind the policyholder about the expiry date of cooling-off period (provide the
specific date if known, or otherwise describe the date in general description) during each follow-up call to
the policyholder.
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APPENDIX F1: Notification letter to the customer (customers who have given
uncertain replies but could not be reached again at subsequent follow-up calls)

THIS IS AN IMPORTANT LETTER. PLEASE READ.

If you do not understand or do not agree with the contents of this letter, please
contact us using any one of the following means before the expiry of cooling-off
period on <<insert expiry date of cooling-off period>>:

- Call our customer hotline at <<insert the hotline telephone number>>

- Write to us with attention to <<insert name of department and mailing address of
company>>

- Faxto us at <<insert the fax number>>

- Send an e-mail to <<insert the e-mail address>>

«Date»

« owner_name»
«address»

Re: Policy No. <« policy no»>

Dear Customer,

Thank you for purchasing the above policy with <<Name of Insurer>>. As required
by the Hong Kong Federation of Insurers (“HKFI”) to protect your rights, we are
required to conduct a post-sale call with you after the issuance of the captioned
policy. As such, we have contacted you at your provided contact number(s) <<insert
the all telephone number(s)>> on the policy application form. During the call, you
indicated that you have queries on some of the matters related to the ILAS policy.
We have therefore informed our Sales Representative to follow up with you for
clarification. Subsequently, we have tried to contact you again to confirm whether
your queries have been fully addressed but in vain.

A copy of the Important Facts Statement and Applicant’s Declaration which you have
read and signed during the application will be attached to the ILAS policy contract to
be delivered to you by your insurance agent/ broker. Please read it carefully once
you have received it because it contains important information and facts which you
should know.

In view of the above situation and with reference to the documents you have signed
to declare your understanding and acceptance of the captioned policy, we would like
to inform you of the following information:

Confirmation of the purchase of ILAS policy and affordability
v You have purchased the above policy(ies) via the Sales Representative «name
of the intermediary».

v You know the «payment_mode» premium amount for the above policy(ies) is in
the sum of «premium_amount_currency» and the payment term s
«payment_period».
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If you do not intend or are unable to complete the premium payment for the
whole duration you have chosen, you should not acquire this policy as you may
suffer a loss if you discontinue your premium payment earlier as fees and
charges will be continuously deducted from your policy

Performance of Financial Needs Analysis and Risk Profiling

v

The Sales Representative has performed a Financial Needs Analysis (including
comparison of different insurance options) and Risk Profiling based on
information provided by you before recommending the above policy to you.

You have opted for Choice «Choice of A or B below» in the “Suitability
Declaration” of “Applicant’'s Declaration” (Please see the attached copy of your
“Applicant Declaration”).

Choice A - feature and risk level of the policy and your investment options are
suitable for you based on your disclosed current needs and risk profile as
indicated in the Financial Needs Analysis form and Risk Profile Questionnaire

Choice B - it is your intention and desire to proceed with the application despite
the features and risk level of the policy and your investment options may not be
suitable for your disclosed current needs and risk profile as indicated in the
Financial Needs Analysis form and Risk Profile Questionnaire

Investment risk disclosure

v

Investment returns are not guaranteed and each investment choice is subject to
market and interest rate fluctuations, and to the risks inherent in all investments.
The value of investments may go down as well as up, and past performance is
not indicative of future performance.

Your investment options «high_risk_fund» belongs to high risk category*. High
risk investment options may be subject to higher volatility.

Switching of investment

v

Switching of investment options may involve charges (where applicable) and
changes in risk level of your investment. You have right to seek professional
financial advice including from the Sales Representative.

Receipt and understanding of product documents

v

You have received a Product Brochure / Product Key Facts Statement /
Important Facts Statement and Applicant's Declaration / other relevant
supporting materials for the above policy(ies) and you have read and understood
the risk disclosure statements, product features, fees and charges as stated in
these documents.

Upfront and early withdrawal / surrender charges

v

Upfront charges will be deducted on the premium you paid before investment
(where applicable).

Early withdrawal / surrender charges will be deducted if you make withdrawal
from and / or surrender your policy within X years (insert the number of policy
years where the withdrawal and / or surrender charge is applicable) (where
applicable), and such penalties or charges can be up to (insert the highest fees
and charges, and charging basis applicable).
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v The Sales Representative has explained to you that charges apply if application
for changes made after policy issuance including premium reduction, premium
suspension, cash withdrawal and cooling-off cancellation (where applicable) and
you understood the above.

Market Value Adjustment

v [Applicable only for ILAS with MVA] There may be potential loss due to Market
Value Adjustment, which is determined at the sole discretion of us, under certain
situation.

Intermediaries’ Remuneration

v If you take up this ILAS policy, the intermediary will on average receive
remuneration of $[x.x] per $100 of the premium that you pay. Please consult the
Sales Representative if you wish to know more about the remuneration that
he/she/they may receive in respect of this policy.

Cooling-off right

v Your cooling-off right

* Factsheet and risk level of each underlying fund/investment can be located at
“Underlying Funds/Investments Prices” of our website <<printed if applicable>>

Yours sincerely,
<<Name of Insurer>>
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APPENDIX F2: Notification letter to the customer (unreachable customers at the
first instance)

THIS IS AN IMPORTANT LETTER. PLEASE READ.

If you do not understand or do not agree with the contents of this letter, please
contact us using any one of the following means before the expiry of cooling-off
period on <<insert expiry date of cooling-off period>>:

- Call our customer hotline at <<insert the hotline telephone number>>

- Write to us with attention to <<insert name of department and mailing address of
company>>

- Faxto us at <<insert the fax number>>

- Send an e-mail to <<insert the e-mail address>>

«Date»

« OwWner_name»
«address»

Re: Policy No. <« policy no»>

Dear Customer,

Thank you for purchasing the above policy with <<Name of Insurer>>. As required
by the Hong Kong Federation of Insurers (“HKFI”) to protect your rights, we are
required to conduct a post-sale call with you after the issuance of the captioned
policy. As such, we have tried to contact you at your provided contact number(s)
<<insert the all telephone number(s)>> on the policy application form on occasion(s)
but in vain.

A copy of the Important Facts Statement and Applicant’s Declaration which you have
read and signed during the application will be attached to the ILAS policy contract to
be delivered to you by your insurance agent/ broker. Please read it carefully once
you have received it because it contains important information and facts which you
should know.

In view of the above situation and with reference to the documents you have signed
to declare your understanding and acceptance of the captioned policy, we would like
to inform you of the following information:

Confirmation of the purchase of ILAS policy and affordability
v You have purchased the above policy(ies) via the Sales Representative «name
of the intermediary».

v You know the «payment_mode» premium amount for the above policy(ies) is in
the sum of «premium_amount_currency» and the payment term s
«payment_period».
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If you do not intend or are unable to complete the premium payment for the
whole duration you have chosen, you should not acquire this policy as you may
suffer a loss if you discontinue your premium payment earlier as fees and
charges will be continuously deducted from your policy.

Performance of Financial Needs Analysis and Risk Profiling

v

The Sales Representative has performed a Financial Needs Analysis (including
comparison of different insurance options) and Risk Profiling based on
information provided by you before recommending the above policy to you.

You have opted for Choice «Choice of A or B below» in the “Suitability
Declaration” of “Applicant’'s Declaration” (Please see the attached copy of your
“Applicant Declaration”).

Choice A - feature and risk level of the policy and your investment options are
suitable for you based on your disclosed current needs and risk profile as
indicated in the Financial Needs Analysis form and Risk Profile Questionnaire

Choice B - it is your intention and desire to proceed with the application despite
the features and risk level of the policy and your investment options may not be
suitable for your disclosed current needs and risk profile as indicated in the
Financial Needs Analysis form and Risk Profile Questionnaire

Investment risk disclosure

v

Investment returns are not guaranteed and each investment choice is subject to
market and interest rate fluctuations, and to the risks inherent in all investments.
The value of investments may go down as well as up, and past performance is
not indicative of future performance.

Your investment options «high_risk_fund» belongs to high risk category*. High
risk investment options may be subject to higher volatility.

Switching of investment

v

Switching of investment options may involve charges (where applicable) and
changes in risk level of your investment. You have right to seek professional
financial advice including from the Sales Representative.

Receipt and understanding of product documents

v

You have received a Product Brochure / Product Key Facts Statement /
Important Facts Statement and Applicant's Declaration / other relevant
supporting materials for the above policy(ies) and you have read and understood
the risk disclosure statements, product features, fees and charges as stated in
these documents.

Upfront and early withdrawal / surrender charges

v

Upfront charges will be deducted on the premium you paid before investment
(where applicable).

Early withdrawal / surrender charges will be deducted if you make withdrawal
from and / or surrender your policy within X years (insert the number of policy
years where the withdrawal and / or surrender charge is applicable) (where
applicable), and such penalties or charges can be up to (insert the highest fees
and charges, and charging basis applicable).
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v The Sales Representative has explained to you that charges apply if application
for changes made after policy issuance including premium reduction, premium
suspension, cash withdrawal and cooling-off cancellation (where applicable) and
you understood the above.

Market Value Adjustment

v [Applicable only for ILAS with MVA] There may be potential loss due to Market
Value Adjustment, which is determined at the sole discretion of us, under certain
situation.

Intermediaries’ Remuneration

v If you take up this ILAS policy, the intermediary will on average receive
remuneration of $[x.x] per $100 of the premium that you pay. Please consult the
Sales Representative if you wish to know more about the remuneration that
he/she/they may receive in respect of this policy.

Cooling-off right

v Your cooling-off right

* Factsheet and risk level of each underlying fund/investment can be located at
“Underlying Funds/Investments Prices” of our website <<printed if applicable>>

Yours sincerely,
<<Name of Insurer>>
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APPENDIX G: Point of sale Audio Recording Script

For the purpose of this script, the “Caller” refers to either the employee of insurer’s
call centre (BiEMRBE L) or the employee witnessing the PSAR process on site
(PHEEHLEE S 1), who will actually conduct the PSAR script.

1. Opening
Bl iy

1.1 Introduction
oheist

» The caller should introduce himself/herself by name and company;

BEE VRS D R E CRTE A ST

» Explaining the purpose of the recorded call and that it is a regulatory requirement to
verify the important points after completion of the sales process. The following
discussion will be recorded and it will take about 10 mins;
fEREEE s e < R MR BB EOR - (Rbg A ST 3 B IR 5 & BR A P
—EER - DITAE R G - B RGIRIG T 08

» Securing agreement to the call and stressing that the purpose is to ensure that the
customer’s rights are fully respected and protected;

MECRT PR BB ERGEE - WA ER L T HRE RS S B E KRR
» Ask the name of ILAS plan being applied by the customer;

st [ 20 5 T e e 1) ¢ U B S P 28 44 A

» Verifying the customer’s identity.
ZEETH I,

1.2 Confirming purchase of an ILAS product & Statement of Purpose
fife A il S e A o S B e it X H AR

Question: Can you please confirm if you have purchased an Investment Linked
Assurance Scheme (ILAS) product from an agent/a broker (insert name of the relevant
insurance agent/broker) of Company (insert name of the Company)?

R AL A A T (R AR BB NI / S G AR (R /
KAL) W T BRI b 1 0 2

Can you also confirm the objective that you purchased this ILAS product is (insert the
reason/ consideration stated by the applicant in the Important Facts Statement/
Applicant’s Declaration)?
AR R AE SRR BUE (D B A b s T IR H Aot G il s AR R RS EORHR W / Fh
i NEEWIE TR Z RN/ Z RN R),

2. Key Questions
TR

2.1 Sales Process
HER T

Question: Did your insurance agent/broker perform a Financial Needs Analysis and Risk
Profiling based on information provided by you, before recommending the ILAS product
to you?

(effective no later than 1 January 2016) Page 48 of 52



2.2

2.3

2.4

2.5

il ARIIERBRACEE / RERC I fRHEN BRSSP it B, A7 A ARIE RIS BRry EORHIE T I
15 5 B AT B R B AR RE Db A 2

Question: Did your insurance agent/broker explain and compare different insurance
options based on information provided by you in the Financial Needs Analysis before
recommending the ILAS product to you?

e RV PRBRACEE / ASHC P URHE N e BENDE S5 bt dURT, A A ARIRIRIA I 5 5 20 B
FIT S O 0 ORI it i S LEREAN TR 9 P B 28 i 2

Product features
E R

Question: Did you receive and understand the marketing literature that explains the key
features of the policy, and the level of all charges and fees?

[l o A A e o O B R () 8 15 0 2 o2 o W EORHI P ST A5 Wi Bl
EIEO R

Amount of premium and premium term & implication if not fulfilling the premium payment
for the chosen term

PR AR SBRAT R E E0), DLRCAS IR BR E JUIGR A PR e, A O B T RS 1) 5 8

Question: Can you please confirm whether the premium for the policy purchased by you
is (insert the amount) and the premium term is (insert the premium payment period)?
Are you aware that if you do not intend or are unable to complete the premium payment
for the whole duration you have chosen, you should not acquire this policy as you may
suffer a loss if you discontinue your premium payment earlier as fees and charges will
be continuously deducted from your policy?

[l o am R B PR B AR e e GRS T A 2 g R e Ilbe Gk o aiih
D)2 BAMRAE B PRI AN FT SR Bk S A B B S A U O, Rt IS B S At
B N Rt IR PR, DR B e T o U R RS AE ORI R B A o, kT BEINIE 5252
PN

Understanding of penalties, fees or charges
Wi 5 SN O TR, e Bl

Question: Did your insurance agent/broker explain the types of penalties, fees or
charges? Specifically, they include (1) penalties or charges for early encashment,
withdrawal and temporary suspension of premium payment, and such penalties or
charges can be up to (insert the highest fees and charges, and charging basis
applicable); (2 if applicable) charges for switching of investment choice?

[l ARIER PR ACEE / RERC AT A MR R TR B A Bk, B it 2 R ilEfi (1)
NG oL < (BB SO i e DR, 1T R S A BT sk ol 2

175% 55 A s ] ) G BEL R Y e v M e S OB E0E) 5 (2 A T %)
L e ORI W ?

Understand Potential Risk of Investments
W B 4 A ) TE AT P

Question: In the Product Key Facts Statement, Principal Brochure, Investment Option
Brochure and the marketing literature provided to you, the risk inherent in the
investment of your policy has been set out. Are you aware that investment returns are
not guaranteed and each investment choice is subject to market and interest rate
fluctuations, and to the risks inherent in all investments? The value of investments may
go down as well as up, and past performance is not indicative of future performance.
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e« S AORHBE 2. R HESM T, A %Iﬁiﬁﬂ&%@/"ﬂEnﬁfﬂf’ﬂ%ﬁﬁ’]%ﬁa
P B A AT R, e A AE B IR SF G, RIS B3 G & 52 115 2 SR
PeBh R E, e S RCEN A R R R R EAE TR T, RN A KB EF A H
REII R,

Question [applicable only for ILAS product with Market Value Adjustment]
R L [0 P 7% 45 A e S B 2 v 2 T (B 2

Are you aware that there may be potential loss due to Market Value Adjustment, which
is determined at the sole discretion of us, under certain situation?

WIE%LA$F%Fu%ﬁ@ﬁ%,ﬁ AREE A TEAAERS, M E SRR, T
I8 i) D E 2

Your investment options «high_risk_fund» belongs to high risk category*. High
risk investment options may be subject to higher volatility.

TECIEFRIY e LR 5 oy JRU B < J vy R B U, oy R P L 5 O S B T E 7 AR b
),

2.6 Charges and changes in risk level of investment choices in switching
Sl 1 s o T T L e R I P e

Question: Are you aware of the possible charges and possible changes in risk levels of
the investment choices when switching? You have the right to seek professional
financial advice when in doubt.

[l o fROE 5 AGE R EOR I ] RE TS B S A ey, DALCATRE 5 | BB B A A 2 A Bk 2 A
AR, IR RESR I IEM 5 L

2.7 Understanding of upfront and surrender charges
W PRI SR PR i

Question: Are you aware that an up-front fee will be charged on the premium you paid
before investment (where applicable)? Are you aware that a withdrawal and / or
surrender charge will be deducted from the policy benefit if you make withdrawal from
and / or surrender your policy within X years (insert the number of policy years where
the withdrawal and / or surrender charge is applicable) (where applicable), and such
penalties or charges can be up to (insert the highest fees and charges, and
charging basis applicable)?

R T O EE ARG ) PR e A2 I PF I T, 510 e ARG PR e iy i 18 2 (a0
B ? AR EGE, WUERIRAE x AN/ BER IR (USRI / 8GR IR T 2
) sE i)

e E L i | GREBE " b fcd 2 fcp AdD , WRIKK /&
il%ﬁ'xﬁﬁ'élﬁqﬂwz% HM’TH’Jﬁ'x R G bR

3. Closing
i

3.1 Intermediaries’ Remuneration
WL

Are you aware that if you take up this ILAS policy, the intermediary will on average
receive remuneration of $x.x per $100 of the premium that you pay? Are you aware that
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you can ask your intermediary further details about the remuneration that he/she may
receive in respect of your ILAS policy?

1’? E@%ﬂi”%ﬁ?i%&ﬁ%&t&ﬁ MHEFRIRE - f R E BRI $xx . xBTS (LA
BT $100T TR E S8R ) MR E A RE R A E— 2P RIRHY T/ A& i AR =
FEM% A ALY S5 5515 2

3.2 Confirming suitability
fiff A 1

kkkkkkkkkkkkkkkhkkkkkkkkkkkkkhkkkkkkkkhkkkkkkkhkkkkkkkhkkkkkkkhkhkkkkkkhkhkkkkkkhkkhkkkkkhkhkhkkkkkkkkhkkkkkkkkk

If the PSAR is conducted by call centre employee, the following question should
be asked by the call centre employee:

Question: Please tell me which Box in Important Facts Statement and Applicant’s
Declaration did you choose?

M G ReE A T AR EBE 2

kkkkkkkkkkkkkkkhkkkkkkkkkhkkkkkhkkkkkkkkkkkkkkhkkkkkkkkkkkkkkkhkhkkkkkkkkhkkkkkhhkkhkkkkkhkkhkkkkkkkkhkkkkkkkkk

<< Depends on the customer’s choice on the suitability declaration, read out the
respective question as follows & f 5 & )= A B S 20k} ] 5/
G AR W] S TR T IME EE DL R fa]iE>>

Scenario 1: The applicant has ticked Box A in Important Facts Statement and
Applicant’s Declarations

il — A AN EEEEORVE W / i N W] st 7 A

Question: You have ticked Box A, which means the features and risk level of the
product(s) and your selected mix of underlying investment choices are suitable for you.
Is this consistent with your understanding?

[« fRo%eEE 7 AR, RIZREE S i (o B B e B BT8R 42 (g R B8 P AL 45 2938 5 R
it ko & BRI RE AR £ 7

Scenario 2: The applicant has ticked_Box B in Important Facts Statement and
Applicant’s Declarations

i =« s AR B EEORE I/ s N s i 7B

Question: You have ticked Box B, which means that it is your intention and desire to
proceed your application(s) despite the fact that the features and risk level of the
product(s) and your selected mix of underlying investment choices may not be suitable
for you. You explained in the Important Facts Statement and Applicant’s Declarations
that the reason is (insert the explanation provided in the Important Facts Statement and
Applicant’s Declarations). Is this consistent with your understanding?

[l R S EORE W/ i AW of8 B 7 BIE,  BIZ0pR 28 ol R (0 R B A B
IRBTEEEE A R B £ FEALL 15 7T BE N N3 151K,

(AR A RIE T Ta% A T EIR R G, IR AR AE i S0 W 25/

F i A B 25 e T B g2 El”ﬁ%[h% (JUD/K (£ 5% L POk ]

Ham AW S A E RS L ) o s St A BRI B AR Y — 207
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3.3 Important Facts Statement and Applicant’s Declaration
HYEE R AR W o G B

A copy of the Important Facts Statement and Applicant’s Declaration which you have
read and signed during the application will be attached to the ILAS policy contract to be
delivered to you by your insurance agent/ broker. Please read it carefully once you
have received it because it contained important information and facts which you should
know.

IR ER B A / AR & AR S B A SR & #O R a2 kiR, e —fFR LA ERRE
FEP e M 7 By TS EORHE W Mo s NI R B, SRR ES /N O B A B S
INZY, RS RS TR ZURE ) 5 S EOR S

3.4 Cooling-off Rights
7 DR PR RE 4

Provide a statement on the customer’s Cooling-off Rights and also specify the expiry
date of the cooling-off period if known, or otherwise describe the date in general
description.
o) & T B R VDR PR RE AR S, A A we U n fE B 10, SR A R B
B A pefe B BS 0 e 1, RIME T A an el 5 5y w300 e H

3.5 Closing Remark
it R G

Thank the customer for their time and that you have verified all of the necessary
information. Of course, if you have any queries, please feel free to either contact your
broker/agent; who is keen on supporting you or contact us on xxxxx . Is there anything
else that | can help you with today?

RTINS ORI B R, RANE T AT A Ay, T BRI L ke
RBE /GRS, s AR IR A A BT, &5 R ] B oo BL MK, GhaE &5
e A AT HAR T ST 3 )2

Yes —follow on A7 — & W fE

No — Bye. 47—l
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