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1. Introduction

1.1 Insurance business is regulated in Hong Kong by the Insurance
Authority (“IA”) in accordance with the provisions in the Insurance Ordinance
(Cap. 41) (the “Ordinance”) and its subsidiary legislation. The principal function
of the IA under the Ordinance is to regulate and supervise the insurance industry
for the promotion of the general stability of the insurance industry and for the
protection of existing and potential policy holders. Pursuant to this function, the
Ordinance generally prohibits a person from carrying on any class of insurance
business in or from Hong Kong, unless the person has obtained authorization
from the IA. For these purposes if a person (a) opens or maintains an office or
agency in Hong Kong for the purpose of carrying on that class of insurance
business in or from Hong Kong; or (b) holds himself out! as carrying on that class
of insurance business in or from Hong Kong, then the person is deemed to carry
on a class of insurance business in or from Hong Kong and will need to be
authorized by the IA under the Ordinance.

1.2 This Guideline is issued pursuant to section 133 of the Ordinance:

(a) to provide guidance on the provisions in the Ordinance concerning
authorization of insurers to carry on any class(es) of general business
or long term business in or from Hong Kong and the supervisory
principles adopted by the 1A in considering such applications;

(b) to elaborate on the criteria and matters which the IA will take into
account when considering such applications; and

(c) to outline the process for applying for authorization and the key
information and documents required by the IA for its assessment of
applications for authorization.

1.3 Prospective applicants should read this Guideline before applying
for authorization. Prospective applicants seeking to carry on special purpose
business, however, should refer to the Guideline on Application for Authorization
to Carry on Special Purpose Business (GL33) issued by the IA.

1.4 This Guideline should be read in conjunction with relevant
provisions in the Ordinance as well as other related ordinances, rules, codes,
circulars, and guidelines issued by the IA or other regulatory bodies from time to
time.

1.5 This Guideline does not have the force of law, in that it is not
subsidiary legislation, and should not be interpreted in a way that would override
the provision of any law. If, however, a person applying for authorization to carry

' “Holding out” means any activity, including any form of solicitation of business, that would lead one to
reasonably conclude that the person is an authorized insurer under section 8 of the Ordinance but in fact that
person is not authorized to carry on any insurance business in or from Hong Kong.
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on any class of insurance business in or from Hong Kong is unable to
demonstrate, when making such application, that the criteria and matters
elaborated on in this Guideline are met, this may result in the IA not approving
the application. Further, following authorization of an insurer, if the criteria and
matters elaborated on in this Guideline do not continue to be met in relation to
the insurer, this may be relevant to the IA’s views on the continued fitness and
properness of the directors, controllers and key persons in relevant control
functions of the authorized insurer. The IA may also take into account any failure
to continue to meet the criteria or matters elaborated on in this Guideline in
relation to an authorized insurer following its authorization, in considering
whether there has been an act or omission likely to be prejudicial to the interests
of policy holders or potential policy holders (albeit the IA will always take
account of the full context, facts and impact of any matter before it in this respect).

1.6 This Guideline does not constitute legal advice. Please seek
professional advice if you have any questions relating to the application or
interpretation of this Guideline or relevant provisions in the Ordinance. The A
may from time to time amend the whole or any part of this Guideline.

2. Authorization Requirements and Other Criteria

2.1 Section 8 of the Ordinance provides that upon application made by
a company under section 7, the IA may, subject to any conditions as the A may
impose, authorize the company to carry on certain class(es) of insurance business
in or from Hong Kong, or may refuse the application on certain grounds. Only a
company incorporated in Hong Kong or a company registered as a non-Hong
Kong company under Part 16 of the Companies Ordinance (Cap. 622) is eligible
to apply for authorization.

2.2 A company may be authorized to carry on all or some classes of
general business or long term business. The classes of general business and long
term business and certain pre-determined groups of classes are set out in Schedule
1 to the Ordinance.

2.3 This Guideline outlines the general principles and requirements for
authorization, including minimum amounts of paid-up share capital and solvency
margin, fitness and properness of directors and controllers, adequacy of
reinsurance arrangements and other criteria.

2.4 Prospective applicants should also take note of the restriction under
section 120 of the Ordinance relating to the use of certain terms and
representations associated with insurance business, before they are duly
authorized by the IA to carry on any class(es) of insurance business in or from



Hong Kong.

General principles

2.5 The IA will apply the following general principles in processing an
application for authorization:

(@)  The authorization requirements and criteria set out in this Guideline
shall apply to an applicant for authorization to carry on any class(es)
of insurance business in or from Hong Kong, and they will continue
to apply to an authorized insurer on an ongoing basis;

(b)  This Guideline does not and is not intended to set out an exhaustive
list of considerations that the IA would take into account when
assessing an authorization application. The IA may impose more
prudent or stringent prudential requirements in respect to an
insurer’s early years of authorization;

(¢)  An application should not be made with the aim to bypass the scope
and provisions of any laws or regulations in Hong Kong;

(d)  Each application will be considered on its own merits. The IA may
refuse an application on grounds not specified in this Guideline or
impose additional conditions on an authorization (if granted) taking
into account the circumstances of each individual application. The
application process outlined in section 3 of this Guideline, is
designed to ensure there is transparent communication from the 1A
to the applicant on concerns the [A may have in relation to the
application with opportunity afforded to the applicant to address
those concerns. If an application for authorization is refused or is
granted but subject to conditions, the applicant will be notified of
the reasons for such refusal or imposition of such conditions. If the
applicant (or any other affected person) is aggrieved by the decision
it may apply to the Insurance Appeals Tribunal for a review of the
decision (see paragraph 3.10 for details);

(¢)  With the exception of professional reinsurers?, an applicant must
apply for authorization to carry on any class(es) of either general
business or long term business. An applicant wishing to carry on
both general business and long term business in or from Hong Kong

2 “Professional reinsurers”, also known as pure reinsurers, means insurers restricted by conditions on their
authorization to carrying on only reinsurance business in or from Hong Kong.
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will need to form separate companies for those two distinct
businesses;

(f)  Where an authorized insurer wishes to carry on any additional
class(es) of insurance business in or from Hong Kong for which it
is not authorized, the authorization requirements and criteria set out
in this Guideline shall apply as appropriate. For example, the
applicant shall be required to prepare and submit to the IA a viable
business plan and demonstrate that it has the capacity to carry on
such additional class(es) of insurance business; and

(g) Considering the restrictions on the risks which can be written by a
captive insurer® as described in the Ordinance and the primary
objective of a captive insurer to limit its business to insuring risks
of the group of companies to which it belongs, applicants for
authorization as captive insurers are exempt from having to satisfy
certain of the criteria and matters specified in paragraphs 2.6 to 2.31
below. Please refer to the below paragraphs and the relevant
Guidelines issued by the IA.

Adequate Capital and Solvency Margin

2.6 For the purposes of authorization, the amount of paid-up share
capital and the amount of solvency margin (i.e. the excess of assets over
liabilities) of a company must not be less than the amounts specified in section 8
of the Ordinance. Section 8(3) of the Ordinance sets out the minimum amounts
of paid-up share capital and solvency margin applicable to different classes of
insurance business, as well as the bases for determining the solvency margin.
Please refer to Annex for a summary of the requirements. It should be emphasized
that these are the minimum requirements. The IA will assess the sufficiency of
an applicant’s start-up capital and solvency margin on a case-by-case basis,
having regard to the size, business mix, complexity and risk profile of the
applicant’s proposed business operations, as well as any prevailing and evolving
regulatory requirements. The applicant must maintain a reasonable buffer of
assets in excess of its liabilities plus solvency margin, to cope with volatility and
withstand any unexpected adverse development of financial or economic
conditions. For an application for authorization to carry on any class(es) of long
term business, the applicant should submit dynamic solvency tests to demonstrate
sufficiency of its start-up capital.

3 A “captive insurer” is defined in section 2(7) of the Ordinance. A captive insurer is generally restricted to
insuring risks of or related to its own group of companies. A captive insurer is not allowed to carry on statutory
business (e.g. motor and employees' compensation, etc.).
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2.7 For the purposes of determining compliance with the solvency
margin requirement:

(a) in the case of a general insurer (with the exception of captive
insurers), the value of its assets will be determined in accordance

with the Insurance (General Business) (Valuation) Rules (Cap.
41G); and

(b) in the case of a long term insurer:

(i) the amount of its long term liabilities is subject to the
Insurance (Determination of Long Term Liabilities) Rules
(Cap. 41E); and

(11)  its margin of solvency will be determined in accordance with
the Insurance (Margin of Solvency) Rules (Cap. 41F) of the
Ordinance.

Fitness and Properness of Directors, Controllers, Management and Others

2.8 An applicant must maintain an office as its place of business in Hong
Kong. As a general principle, the applicant should have a professional
management team with staff establishment appropriate to the nature and scale of
its operations and a locally-based chief executive who would be a controller of
the applicant.

Directors and Controllers

2.9 An applicant must demonstrate to the [A that all of its directors and
controllers are fit and proper to hold such positions. For the purpose of this
Guideline, a reference to “controller” may mean a controller defined under
section 9, 13A or 13B of the Ordinance as the case may be.

2.10 In considering whether a person is fit and proper for the relevant
position, the IA will take into account all the factors set out in section 14A of the
Ordinance, including qualifications, experience, ability to act competently,
honestly and fairly, reputation, reliability and integrity, as well as financial status
and other relevant matters. The IA has issued a Guideline on “Fit and Proper”
Criteria under the Insurance Ordinance (Cap. 41) (GL4) to provide further
guidance on the minimum standards that directors and controllers of an
authorized insurer are required to satisfy in order to be fit and proper.



Board of Directors (“Board”)

2.11 The Board plays an important role in the corporate governance of an
authorized insurer so it must have sufficient knowledge and relevant experience
of insurance business to guide the insurer and oversee its activities effectively.
Hence, at least one-third of the directors on the applicant’s Board should possess
such knowledge and experience. In addition, in view of the wide spectrum of
professional knowledge required in administering the business and affairs of an
insurer, the applicant’s Board is expected to have an adequate spread and level of
expertise in areas that are key to its business, such as underwriting, claims,
actuarial, finance, information technology (“IT”), law and investment.

2.12 Independent and objective opinions are essential to the Board to
make sound decisions in the best interests of an applicant. A sufficient number of
independent non-executive directors (“INEDs”) on the Board may help achieve
such purpose of maintaining appropriate checks and balances against the
influence of the management and controller. As a general principle, at least one-
third of the Board should be composed of INED(s). Given the nature of business
of captive insurers, captive applicants are exempted from the criteria stated in
paragraphs 2.11 to 2.12.

Senior Management, Key Persons in Control Functions (“KPICs”) and
Appointed Actuary

2.13 Senior management is accountable for carrying out day-to-day
operations and implementing systems and controls set out by the Board. The
composition of senior management team, which is headed by the chief executive,
may vary from one authorized insurer to another. Senior management team of an
insurer may include KPICs defined in section 13AE of the Ordinance, functional
heads* and appointed actuary (if applicable). An applicant should have a
competent management team that has adequate and relevant qualifications,
knowledge and experience of the insurance industry or target segments and a
proven track record. GL4 also sets out the relevant criteria for approval of KPICs
and appointed actuaries.

Adequacy of Reinsurance Arrangements

2.14 An authorized insurer is required under the Ordinance to have
adequate reinsurance arrangements in force for each class of insurance business
it carries on. It is incumbent upon an applicant to adopt a prudent approach in
arranging reinsurance cover for its proposed insurance business. Inadequate
reinsurance may jeopardize the financial position of the insurer and affect its

4 In general, “functional head” refers to a head of an essential function of an insurer’s operation, such as
underwriting, claims, client management, IT, etc. A captive applicant may warrant a smaller team.
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ability to meet the liabilities and obligations to its policy holders. The IA has
issued a Guideline on Reinsurance (GL17) which sets out prudent practices
pertinent to reinsurance management and the general guiding principles of the IA
in assessing the adequacy of an authorized insurer’s reinsurance arrangement.
Where an authorized insurer wishes to effect any reinsurance with related
reinsurers, it is required to follow the Guideline on Reinsurance with Related
Companies (GL12) issued by the IA. Without prejudice to the standards and
practices in GL17, GL12 provides guidance on how reinsurance arrangements
with related companies will be considered adequate by the IA in terms of financial
security, and how the IA intends to address the supervisory concern if such
reinsurance arrangements are not considered to be adequate.

Other Criteria

Viability of Business Model

2.15 In assessing an authorization application, the IA will place particular
attention on the applicant’s business viability after the initial phase of operation,
in view of the setup cost and a relatively higher expense structure during this
period. With the exception of captive insurers, the applicant should carry out a
detailed feasibility study in respect of its proposed business and based on the
result of such feasibility study demonstrate the viability of its business plan. The
applicant should demonstrate that the projected profitability will not put at risk in
any way its ability to continue to meet its capital and solvency requirements under
the Ordinance and the buffer as mentioned in paragraph 2.6 above at all times.
For applicants wishing to carry on any class(es) of long term business, the 1A will
also take into account the types of insurance products they propose to offer in
assessing if their business plans are sustainable and viable in the long-term.

Fronting

2.16 “Fronting” refers to an arrangement under which the ceding
company (i.e. the primary or fronting company) cedes all or almost all of the risks
it underwrites to reinsurer(s) and therefore retains no risks at all or only a small
portion of the risks for its own account. In general, an insurer should not engage
in any fronting operation. The IA will consider the circumstances holistically and
determine on a case-by-case basis whether an arrangement is to be regarded as a
fronting operation.

Financial Commitment

2.17 The applicant’s shareholder(s) or shareholder controller(s) must
demonstrate their long-term commitment to financially support the applicant’s



operations and that they will be able and willing to contribute additional capital
if required. If applicable, the IA may require the applicant’s shareholders(s) or
shareholder controller(s) (including the ultimate shareholder) to provide to the [A
letter(s) of credit or letter(s) of undertaking to demonstrate firm commitments to
provide financial support to the applicant and to demonstrate the availability of
sufficient financial resources for the applicant’s operations if and when required.
The IA may require the applicant to provide due diligence report(s) on its
shareholder(s) or shareholder controller(s) prepared by independent parties to
support the existence and sufficiency of financial resources (and source of such
financial resources) and facilitate IA’s assessment. The TA will also take into
account track records as well as the financial leverage positions of the
shareholder(s) or shareholder controller(s) of an applicant.

Sound Corporate Governance and Enterprise Risk Management and Adequate
Accounting System

2.18 The applicant must establish and maintain a corporate governance
framework that provides for sound and prudent management and oversight of its
business and adequately recognizes and protects the interests of policy holders.
As part of its corporate governance framework, the applicant should have an
effective system of risk management and internal controls, including effective
functions for risk management, compliance, financial control, intermediary
management, actuarial matters and internal audit, and build a sound risk culture
and vigilant planning of capital management.

2.19 In principle, the TA expects that the corporate governance
framework of an applicant should, among others,

(a) promote the development, implementation and effective oversight
of policies that clearly define and support its objectives;

(b) define the roles and responsibilities of persons accountable for
management and oversight;

(c) setout requirements relating to how decisions and actions are taken;

(d) provide for effective means of communicating matters relating to
the management and oversight of the applicant;

(e) provide for sound remuneration practices which promote the
alignment of remuneration policies with the long-term interests of
the applicant to avoid excessive risk taking; and

(f) provide for corrective actions for non-compliance or weak
oversight, management and control.
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2.20 The applicant should also establish an adequate enterprise risk
management framework for solvency purposes to identify, measure, report,
monitor and manage its risk exposure in an ongoing and integrated manner. Its
Board and senior management shall be accountable for shaping a sound risk
culture to drive its business practices and decisions.

2.21 Where an applicant proposes to target market segments where there
are ample capacity and keen competition, it must demonstrate strong corporate
governance, underwriting expertise and reserving discipline to support its
application. Detailed guidance and requirements on corporate governance and
enterprise risk management are set out in the Guideline on the Corporate
Governance of Authorized Insurers (GL10)° and the Guideline on Enterprise Risk
Management (GL21)° issued by the IA.

Proper Books and Records

2.22 The applicant must keep and maintain proper books of account and
other records in respect of its Hong Kong operations, so as to enable an audit,
actuarial valuation or both to be carried out from time to time if and when
required. The applicant should be aware that an authorized insurer is required to
comply with section 16 of the Ordinance to keep proper books of account which
sufficiently exhibit and explain all transactions entered into by it in the course of
any of its business. These books and records must be kept for not less than seven
years from the end of the financial year to which the last entry made or matter
recorded therein relates. The IA may ask an authorized insurer to provide it,
within a specified period, any books of account that are required to be kept under
section 16 of the Ordinance.

Consultation with Other Regulators

2.23 Where an applicant or its holding company is registered with or
regulated by any regulator(s) in or outside Hong Kong, the IA would consider
any comments or approvals (if required) of those regulator(s) in respect to the
applicant’s application for authorization to carry on any class(es) of insurance
business in or from Hong Kong. Similarly, where any proposed directors,
controllers or KPICs are registered with or regulated by any regulator(s) in or
outside Hong Kong, the IA would also take into account any comments or views
of those regulator(s) in assessing those persons’ fitness and properness. The [A
will consider the merits of each case and conduct a holistic review on the
authorization requirements of each application.

’ Captive insurers are encouraged to observe GL10.
® Captive insurers and marine mutual are exempted from GL21.
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2.24 A non-Hong Kong applicant (for either general or long term business
authorization) must satisfy the IA that it:

(@) i1s a company incorporated in a jurisdiction where there are
comprehensive company laws and insurance laws;

(b) is an insurer under effective supervision by the authority or
authorities of its home jurisdiction responsible for the proper
conduct of insurance business; and

(c) 1s a well-established insurer with international experience and of
undoubted financial standing.

2.25 The TA may ask the relevant regulator(s) to provide written
confirmation about its supervisory regime and practices in this regard.

Impact to the Stability and Competitiveness of the Hong Kong Insurance Market

2.26 One of the functions of the IA is to facilitate sustainable market
development of the Hong Kong insurance industry and promote the
competitiveness of the Hong Kong insurance industry in the global insurance
market. In general, applicants are expected to bring in healthy competition and
benefits to policy holders and contribute to the well-being of the community. The
applicant’s proposed operations should not have a destabilizing effect on the
insurance market in Hong Kong and the local and overseas insurance business
that the applicant proposes to carry on in or from Hong Kong should not be
detrimental to Hong Kong as an insurance centre. An application which is not
conducive to the long-term stability and healthy development of the Hong Kong
insurance market will not be accepted by the IA even if all other requirements
applicable to an authorization application are met.

2.27 For an applicant wishing to carry on any class(es) of long term
business in or from Hong Kong, the IA generally expects that its shareholder
controller(s) (i) should be regulated insurance entities in or outside Hong Kong;
(i1) have sufficient insurance experience of underwriting the relevant class(es) of
long term business; or (iii) of being shareholder controller(s) in regulated entities
which underwrite relevant classes of long term business. Where such requirement
is not satisfied, the IA will need to consider (a) whether the application can be
approved at all, or must be refused on the basis of the shareholder controller(s)
not satisfying the fit and proper criteria; or (b) whether the circumstances are such
as to merit approval, but subject to conditions being imposed which mitigate the
risks associated with the shareholder controller’s absence of experience (such
that, with such conditions in place, such shareholder controller(s) would be
considered fit and proper in that context). The IA may consider the approach in
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(b), for example, if the applicant demonstrates that its authorization would
facilitate sustainable market development of the Hong Kong insurance industry
and promote the competitiveness of the Hong Kong insurance industry in the
global insurance market.

2.28 With the exception of captive insurers, an applicant should
demonstrate that there would not be any conflict of interests between the sound
management of its insurance operations and the activities of its shareholder(s) or
shareholder controllers. In the case of an applicant being a member of a group,
the applicant should further demonstrate that it would be managed and operated
independently of the group, with all transactions between itself and related parties
being made at arm’s length.

Conduct of business

2.29 Section 4A(2)(c) of the Ordinance provides that the A shall promote
and encourage the adoption of proper standards of conduct, and sound and
prudent business practices by authorized insurers. An applicant is expected to
have an adequate system in place to ensure customers are treated fairly, both
before a policy is entered into and through to the point when all obligations under
the policy have been discharged. The IA has issued a number of codes and
guidelines to ensure fair treatment of policy holders which the applicant must
observe.

Additional Requirement for Long Term Business Applicants

2.30 For applicants wishing to carry on any class(es) of long term
business in or from Hong Kong, they must maintain sufficient actuarial expertise,
including appointing a qualified actuary to advise them on premium rates and
structure, policy terms and benefits, accounting requirements, long term business
fund liability valuations, and matching of the terms and nature of the assets and
liabilities relating to their long term business. The authorization application
should therefore include a report and certificate from a qualified actuary
acceptable to the IA, affirming the appropriateness or otherwise of the business
plan according to prudent actuarial principles and stating whether in his/her
opinion prudent and satisfactory arrangements governing actuarial matters have
been made.

2.31 Section 16 of the Ordinance sets out the requirements on authorized
insurers to keep proper books of account. Where an applicant wishes to carry on
class C (linked long term) of long term business, to satisfy the requirements under
section 16 of the Ordinance, its accounting procedures and systems must ensure
that the assets and liabilities relating to the investments to which its Class C
policies are linked can be identified and properly valued, so that timely reports
can be furnished to its policy holders.
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3. Application Procedures

3.1 Application for authorization to carry on any class(es) of insurance
business in or from Hong Kong should be made in the following application
form(s), as appropriate. These forms can be downloaded for use from the 1A’s
website.

Form Index Description

Form IA-6G Application for Authorization to carry on General
Business

Form [A-6L Application for Authorization to carry on Long
Term Business

Form [A-6R Application for Authorization to carry on
Reinsurance Business only

Form [A-6C Application for Authorization to carry on General
Business (for captive insurer only)

Preliminary Meeting with the 14

3.2 The IA strongly advises prospective applicants to contact the IA for
a preliminary meeting to discuss briefly their proposals before they complete any
application form. To facilitate the discussion, the applicant should let the IA have
sufficient time to review the relevant documents prior to the meeting, preferably
at least 10 working days before the date of any scheduled meeting. Such
documents may include a feasibility study report (if the study has been carried
out and with the exception of captive applicants), background of the applicant
and its group (if applicable) including a corporate structure chart, the latest
financial statements of the applicant and its group (if applicable) and an overview
of'its business plan. The meeting will enable the applicant to obtain the IA’s initial
views on the viability of its proposed operation.

Submission of Application

Draft Application

33 After receiving the IA’s confirmation that the proposed
authorization application may proceed to detailed assessment, the applicant may
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then start to prepare a draft application. To ensure a smooth application process,
the applicant should submit a full set of its draft application documents, including
the relevant application form (completed but unsigned) and the required
supporting documents (collectively known as “Draft Application™). The Draft
Application would enable the A to perform a preliminary assessment of the
application and the IA will liaise with the applicant on any outstanding issues or
deficiencies in its application.

34 The circumstances of each particular application will dictate what
additional information is required. Applicants can expect to have a few rounds of
communications with the 1A before proceeding to the Formal Application stage.

3.5 If other regulator(s)’ comments or approvals are needed for the IA’s
assessment of the applicant’s authorization application as indicated in paragraph
2.23 of' this Guideline, the applicant should approach those regulator(s) and obtain
their comments and approvals (if required) to its proposal to establish a branch or
subsidiary in Hong Kong to carry on certain class(es) of insurance business.

Formal Application

3.6 After completion of the assessment on the Draft Application, the IA
will inform the applicant when it may proceed to submit a formal application to
the IA. The relevant application form should then be finalized and duly signed
and sealed (if applicable) by the applicant. Any documents submitted in support
of the application should be certified by the chief executive of the applicant as
true copies of the originals. An application will only be regarded as formally
received by the IA after a full set of the relevant application form and all
supporting documents are properly signed and delivered to the IA’s offices.

3.7 Where an application received is incomplete or any required
supporting documents or information are missing, or further information is
required by the IA during the assessment process, the applicant will be notified
accordingly. The IA will give the applicant a reasonable time to prepare and
submit those documents or information.

Decision on the Application

3.8 If an authorization is to be granted, the IA will issue a letter of
approval-in-principle to the applicant and inform the applicant of any pre-
conditions that it must meet before an authorization can be formally granted. The
conditions may include for example, establishing a fully-fledged office and
having the necessary capital and funds injected into the applicant company.

3.9 In the letter of approval-in-principle, the IA will also set out certain
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conditions (if any) to which the authorization may be subject. These conditions
will normally include, for example:

(a) To maintain a branch office as its place of business in Hong Kong
with a locally-based chief executive and to keep and maintain at this
office proper books of account and other records in respect of its
Hong Kong operation. (For insurers incorporated outside Hong
Kong)

(b) To apply to and become a member of The Insurance Complaints
Bureau before writing any personal insurance business in Hong
Kong. (For insurers other than professional reinsurers or captive
insurers)

(c)  To apply to and become a member of the Motor Insurers’ Bureau of
Hong Kong before writing any direct motor vehicle liability
insurance business in Hong Kong. (For insurers writing direct
motor vehicle liability insurance)

(d)  Toapply to and become a member of The Employees Compensation
Insurer Insolvency Bureau and The Employees' Compensation
Insurance Residual Scheme Bureau Limited before writing any
employees’ compensation insurance business in Hong Kong. (For
insurers writing direct employees’ compensation insurance
business)

3.10 If the IA decides not to grant an authorization, it will notify the
applicant in writing of the reasons for the refusal and give the applicant an
opportunity to be heard. An applicant aggrieved by a refusal (or by the conditions
attached to an authorization, if granted by the IA) may appeal to the Insurance
Appeals Tribunal for a review of the IA’s decision.

On-site Inspection

3.11 The IA will conduct an inspection on the applicant’s office when it
has completed all the preparation for commencement of insurance business as
instructed in the IA’s letter of approval-in-principle. During the site-visit, the
applicant must demonstrate to the IA that all its operation systems and key staff
are in place to commence the insurance business immediately.

Certificate of Authorization

3.12 Ifthe IA is satisfied that an applicant has fulfilled all the requirements
as set out in the letter of approval-in-principle, a formal authorization will be

14



confirmed by issuing a Certificate of Authorization to the applicant within two
weeks of the [A’s site-visit to its office. The applicant’s authorized representative
may attend the IA’s offices to collect the Certificate in person.

4. Information and Documents Required for the Application
Application Forms
4.1 An applicant is required to complete and submit the relevant

application form as indicated in paragraph 3.1 above and provide the required
information and documents to the 1A for its assessment of the authorization
application.

Feasibility Study Report

4.2 An applicant, with the exception of captive insurers, should carry out
a detailed market feasibility study in respect of its proposed business, and submit
a copy of such report to the IA. Such feasibility study should reflect the proposed
business strategies of the applicant which in turn becomes the basis for its
financial projections.

Directors, Controllers, KPICs and Appointed Actuary Details

4.3 An applicant must provide particulars of its directors and controllers
in Form A or Form B of Schedule 2 to the Ordinance. An applicant is required to
provide particulars of its KPICs, if available at the time of submission of
application, in draft, Form Al of Schedule 4 or Form A2 of Schedule 2 (for
captive insurers)’.

4.4 An applicant wishing to carry on any class(es) of long term business
in or from Hong Kong must also apply to the IA for its proposed appointment of
any appointed actuary pursuant to section 15 of the Ordinance. The applicant
should submit to the IA particulars of the proposed appointed actuary in Form A2
of Schedule 4, as well as an overview of the arrangements for ensuring that the
appointed actuary has:

(a) direct access to the Board of the applicant; and

(b) access to all relevant information necessary for him/her to discharge
his/her duties as an appointed actuary.

7 An applicant (other than a captive insurer) is not required to submit applications for IA’s prior approval under
section 13AE of the Ordinance for appointments of KPICs before the authorization application is approved. KPICs
of a captive insurer do not require IA’s prior approval.
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4.5 An organizational chart showing the proposed management,
organizational and governance structure as well as staff establishment with
particulars of the qualifications and experiences of those at managerial level
should also be submitted to the TA for its assessment on the applicant’s corporate
governance and the competence of the applicant’s management team.

Business Plan

4.6 An applicant is required to submit a business plan for at least the first
three years of operation in Hong Kong, which should describe the nature and
scale of business to be carried out and its business strategies. The business plan
should demonstrate whether the applicant will have sufficient financial resources
to pre-finance its proposed business and withstand any loss sustained in the early
period of its operation. For applicants wishing to carry on any class(es) of general
business in or from Hong Kong, they should provide the IA a three-year business
plan consisting of a budgeted revenue account, a budgeted profit and loss account
and a budgeted balance sheet in respect of each of the three years. For applicants
wishing to carry on any class(es) of long term business in or from Hong Kong,
they should prepare a business plan with financial projections covering more than
three years and up to a point where the operations can be demonstrated to be self-
supporting. A certificate signed by the proposed appointed actuary should be
attached to the business plan.

4.7 With the exception of professional reinsurers and captive insurers,
any business plan should contain two sets of financial projections: one set
prepared on a “best/optimistic estimate” basis and the other set prepared on a
“pessimistic estimate” basis. A professional reinsurer or captive insurer is
required to give only one set of financial projections on a “realistic estimate”
basis. The business plan should give a realistic picture of the applicant’s proposed
scale of business and expected financial performance. In general, all applicants
should not depart radically from their business plans in the early years of
operation after they are granted authorization (if any) by the IA.

4.8 For an applicant (other than a professional reinsurer or a captive
insurer) wishing to carry on any class(es) of general business in or from Hong
Kong, the business plan should also demonstrate how it will comply with the local
asset requirements under section 25A of the Ordinance.

4.9 For an applicant wishing to carry on any class(es) of long term
business in or from Hong Kong, the business plan should also demonstrate how
it will comply with the requirements of separation of assets and liabilities
attributable to its long term business under section 22 of the Ordinance, and
ensure that not less than one- sixth of the required solvency margin is held in the
separate fund and in the total long term business funds. Where an applicant is
incorporated or formed outside Hong Kong, it may apply to the IA under section
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22A of the Ordinance for any relaxation from that requirement.

4.10 Copies of the financial statements for the latest three years preceding
the application in respect of the applicant and its corporate controllers are also
required. In the case of application for authorization to carry on any class(es) of
long term business, the applicant must submit a copy of its latest actuarial
valuation report.

Assessment Report of IT Governance and System

4.11 In the case of a virtual insurer applicant proposing to use digital
distribution channel, there should be appropriate security and technology related
controls in place. Those controls should be adequate and effective to meet the
needs of the business and the types of transactions which they intend to carry out.
An applicant will be required to engage a qualified and independent expert to
prepare an assessment report of the adequacy of its proposed IT governance and
systems and submit the report to the IA on application. A follow-up report may
be required before the applicant commences its operation. For applicants other
than virtual insurers, the IA will conduct a holistic review of each application and
may request the applicants to prepare an assessment report on I'T governance and
systems for the IA’s review.

5. Time Scale and Fee Payable

5.1 The IA endeavours to process every application in a timely manner.
Depending on the accuracy, completeness and timeliness of information supplied
by an applicant and its promptness to respond to the IA’s follow-up enquiries, the
whole application process from an applicant’s submission of a formal application
to the issue of a letter of approval-in-principle (if any) may normally take 2 to 2.5
months, depending on whether the TA has received all required information for
assessment, including cases where updated confirmation from any third party is
required. However, the A requires a longer time for complex cases and the
application process for these types of cases could take 12 months. Applicants
should take note that incomplete applications or failures to submit required
supplementary information or documents promptly (as referred to at paragraphs
3.6 to 3.7 above) would lead to a longer time in processing their applications.

5.2 In the scenario where an applicant fails to submit the required
information or documents within six months of request, the application, either in
draft or formal stage, will be treated as suspended. The IA will inform the applicant
in writing if the application has for any reason been suspended. Where an
application has been suspended, a fresh application will generally be required if the
applicant still wishes to pursue the authorization application.
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5.3 There 1s no need to pay any fee on submission of an application.
Payment of an annual fee is required following the 1A granting the approval-in
principle to an application and on subsequent anniversary date of authorization.
The amount of the annual fee is prescribed under the Insurance (Authorization
and Annual Fees) Regulation (Cap. 41C).

6. Enquiries

6.1. If you have any questions regarding application for authorization,
please write to the IA (enquiry(@ia.org.hk).

7. Commencement
7.1 This Guideline shall take effect from 30 June 2022.
June 2022

18



‘Aue J1 ‘SI1Seq SUrIUNOJoE puny & U0 J0J PAJUNOIIL SISSB[O 10 PUNJ JUBINSUI Y] (D) PUB SYSLI pasidxaun 10} JUNOWe [RUONIPPL
oY) (q) ‘SIOIMSUIAI WOIJ A[RIIAOIL JUNOWER A} JO UONINPIP JoJe SUIPUBISINO SWIR[O A} JO JUnowe ay) (&) Jo 9130133k oy St 1aInsur dAnded Jo 9sed Y Ul JuIpue)sIno SwWIe[d PN g
's3uofoq Auedwioos oy yorym o3 seruedwos jo Surdnoid owes ayp uryim saruedwod oy
JO SY[SII JO 90UBINSUIOI PUE JOUBINSUI 9} 0} PAIOLI)SAI SI SSAUISNq yons pue (ssoursnq A10jnye)s Surpnjoxa) A[Uo ssauisnq [eIouag uo soLLIed Yorym Auedwod © 0} s19Ja1 1a1nsul dande)
"90UBINSUI JO SSAUISN] UL} SUO[ PUE SSaUISNq [BIUAT [}0q UO ALIED 0} SPUJUI IO UO SILLIED YOIYM JOINSUI UB 0} SIAJAI JAINSul ssaursnq a31sodwo))
"90UBINSUIAI 0} PAIOLI)SAI ST SSAUISN IUBINSUI SOYM IDINSUT UB SUBIW JAINSUIAI dIng °¢
*KouaA[0s Jo urdrew paxmbai oy Je oALLIE 0] pojeSa13Te 9q [[eys ssouIsng Jo Sse[d Yoes 10J paindwoos os sjunowe 9A1309dsa1 oy ], “so[ny (AoudA[0S
Jo uISIey) ooueINSU] oy} UI PaqLIdsaId oI SSAUISNq UL} SUO[ JO SSB[O [oBd JO 190dsal Ul UOTIR[NI[BI PUOISS AY) pue uoneno[ed jsiy ay ur parjdde oq 03 seSejusorad oroads oy, 4
-doueInsur systI Ayred
pary) uonerodiod SIOUMO SUIP[INg PUE ‘S[ISSIA [BIO] PUE SI[OIYIA J0J0W JO 199dsax ur oouensur Amfur Ajipoq Aured parg) pue aoueinsul uonesuadwos soakojdw Surpnyour “painsur oq
01 dourUIpI() Auk A pa1rnbar are suosiad yorym Jo 309dsar ur SYSLI 10 SaNI[IGRI] 0 SUIIR[AI (SSAUISNQ SOUBINSUIAI SUISG JOU) SSAUISN] IIUBINSUL JO SSB[O AUR 0] SI9JAI SSauIsng A10jneis “¢
"Aue J1 ‘SIseq SUNUNOdIL PUNJ B UO I0J PIIUNOIIB SISSB[D 0] PUny dduRINSUI Y} (9)
pue ‘sysuI paridxaun 10J junowe [euonippe ay) (q)
({SIOINSUIAI WO 9[qRISA0II JUNOWE J1} JO UONINPIP
Ioyye SUrpuBISINO SWIR[O Y] JO JUNOWE A} (11) PUB {SIAINSUIAI WOIJ J[qRISA0IAI JUNOUIR dY) JO UOIONPIP 310J9q SUIPURISINO SWIR[D dY) JO JUNOWER Y] JO %06 (1) JO 101813 oy} (B)
: Jo 91830133 o1 SI JuIpuR)ISINQO SWIR[D) JUBAJ[OY T
"WOOU] WNIWAIJ SSOID) JO 9,06 pue (JuowAed wnuaid 9oUeMSUISL JO UONONPIP JoJe SWOIU] WNIWAIJ SSOID) 9°T) SUWIOIU] WNIWLJ JON JO 1918213 o) ST QWOIU] WNIWAIJ JUBAJ[Y |

N-RIoN

aN
urpue)sino
: z T Tonsur oAnde)
SWITR[O 30U dY} pue dwodur wnrwaid jou oY) Jo 191ea18 o) JO %6 S
aaoqe se (1) pue (1) Jo 9130133y 1 0C (ssoursnq aysodwo))) 1oInsulol aIng
oA0qe (1) SV z 01 (ATuo ssoursnq o I, SU0T) IQINSUII AINJ
aroqe (1) sy 01 01 (Auo ssauIsnq [eI9USN)) JOINSUIAI dINJ
¥ 910N
“ 999G "(uonenored pPuodds ay}) Jsu Je [ended Jo ‘o,c7() A[[eIouss : o1 Jomsur ssouIsnq wio) 3uor|
98eju0010d ® pue (Uone[NOED ISIY OY}) SOAIOSAI [EONRWISYIBW : :

JO ‘o4 ATeIou03 “03e1ucoiad € o'l ‘sjuouodwod om) Jo uone3aid3y (1)
(WOOZ$MH - .X.) X %01 + WOOTSMH X %0T

-1 SIJUNOWY JUBAJ[Y Y3 ‘oI 00Z$IH < . X, J Q) 01 01 ssaursnqg AI03nJe1s INOYIIM ISINSUI SSAUISN] [BIOUSD)
X530 %0C
-1 SLJUNOWY JUBAS[Y Ay} ‘UOI[[IW OOZ$HH S X, I (8)
‘SurpueisinQ swie) JUBAJ[Y Y} pue 0z 0z SSQUISTq AIOJNIE)S YIIM JOINSUI SSAUISN] [BISUSD)
QWIOOUT WINTWIAIJ JUBAJ[Y Y} JO 1938013 o syuasardar ., ownssy (1)
(uorjjrur $3[H) (uory[rur $3[H)
uI3IejA] AOUOA[OS SUTUTULIO)OP 10] Saseq uISIej\ AouoAoS JO rende) areys dn-preq

JunoWY WNWIUIA | JO Junouwy WWIUIA

[ssouisng [eqoro) 10| syudwaanbay uidaey Adudajog pue gyde) daeys dn-pred
xouuy




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


