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Insurance Authority (IA) Circular

4

• On 1 Apr 2022, IA issued a circular on the supervisory standards and key

requirements on the use of premium financing to take out long term insurance

policies (“the Circular”).

• Purpose : Clarify the supervisory standards and key requirements in the existing

codes of conduct and guidelines, for authorized long-term insurers and licensed

insurance intermediaries when carrying out their insurance operations and regulated

activities with respect to the use of premium financing by (potential) policy holders.

• The content covers:

✓Affordability assessment in respect of premium financing

✓Additional measures for customers with risk of over-leveraging

✓Disclosure

✓Sales practice, training and other aspects

✓Compliance with the supervisory standards and key requirements

✓ Template of “Important Facts Statement – Premium Financing” together with its

requirements (annex)

Full Requirements are shown at the links below:

https://www.ia.org.hk/en/legislative_framework/circulars/reg_matters/files/Circular_01042022.pdf

https://www.ia.org.hk/en/legislative_framework/circulars/reg_matters/files/Annex_01042022.pdf

https://www.ia.org.hk/en/legislative_framework/circulars/reg_matters/files/Circular_01042022.pdf
https://www.ia.org.hk/en/legislative_framework/circulars/reg_matters/files/Annex_01042022.pdf
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Effective Date & Scope of Application

Effective Date • 1 January 2023 (no transitional period)

• Apply to all applications of life insurance policies 

received by the insurer on or after the effective date.

Scope of Application • “Premium Financing (“PF”)”: an insurance funding

arrangement whereby the customer, borrows funds

from the lender to pay for the premiums of the life

insurance policy and, in doing so, assigns all or part of

his/her rights under the proposed policy to the lender.

• Apply to every application for a new life insurance

policy to be acquired using premium financing (include

individual and corporate customers)

• Not apply to policies which have been fully paid by the

customers, but are subsequently assigned by the

customers as collateral for loan facility
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1. Affordability Assessment in Respect of Premium Financing

• Ascertain whether the customer has sufficient financial resources to pay the portion
of premium not financed by premium financing, repay loan payments (principal and
interests) over the entire tenure* of premium financing facility and repay the sum
owed if demanded by the lender before policy maturity;

* Where the premium financing facility tenor is not fixed (e.g. an overdraft facility which can be
withdrawn and repaid at any time), the insurance intermediary should take a prudent approach in
the affordability assessment by assuming that the premium financing facility would last throughout
the entire policy term of the proposed policy.

• Insurance intermediaries without the access to the information regarding the premium
financing facility to ask and obtain the premium financing information from the
customer; and if the customer refuses to disclose, insurance intermediaries have to
perform affordability assessment as if no premium financing is used (i.e. the total
premium is to be funded entirely by the customer’s own funds), explain to the customer
that, without the information, it would not be able to assess suitability and affordability of
acquiring the policy using premium financing, and obtain customer’s acknowledgement

(the above alternative arrangement is not applicable to any insurance intermediaries with access to
the information regarding the premium financing facility, e.g. banks which act in the dual capacity
as both the insurance intermediary and the proposed premium financing facility provider.)
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• Internal control to check whether any of the inforce policies has been assigned
or pledged as collateral for a loan facility;

• FNA to explicitly ascertain:

➢ whether the customer has any outstanding liabilities; and

➢ whether his/her existing policies are used as collateral for premium
financing facilities or otherwise pledged or assigned as collateral for a loan
facility;

• Take the above information into account in affordability assessment; and

• Insurance intermediaries to restrain from giving regulated advice involving the use
of premium financing, unless sufficient information in relation to the customer’s
circumstances (including details of premium financing) is obtained and an
appropriate suitability and affordability assessment has been carried out.

1. Affordability Assessment in Respect of Premium Financing 

(cont’d)
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2. Additional measures for customers with risk of over-
leveraging

• Assess whether customers using premium financing face a risk of over-leveraging

➢ Risk of over-leveraging exists when loan repayment requested by the lender
before policy maturity cannot be fully met by the customer’s own funds and
can only be met using surrender value of the proposed policy.

• Insurance intermediary should not recommend a policy that would amount to risk of
over-leveraging unless there is sufficient justification.

➢ Justification should be clearly explained to customer and documented as part
of the reasons for recommendation of the policy.

• Perform asset / income proof verifications on customers facing risk of over-
leveraging. Insurers and Insurance intermediaries should not solely rely on the
customer declaration. Reasonable assessment on the declared income and asset
should be performed. If in doubt, proof should be obtained for verification.

• Take into account the condition / state of assets (e.g. value should be adjusted to
reflect the customer’s portion of ownership, asset value should be adjusted to the
net value if there are outstanding liabilities, not accept owner’s occupied properties
as asset proof, etc.)

Note: The “Additional measures for customers with risk of over-leveraging” are not applicable if the
customer has own funds available to pay the policy in full without the use of the premium financing facility.
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3. Minimum Disclosures 

Important Facts Statement – Premium Financing (“IFS-PF”):

IFS-PF aims to help customers to understand the relevant risks and features by customers,
for the purpose of making informed decisions by the customer.

• Insurance intermediaries to fully explain the contents of the “IFS-PF” to customers, as
soon as they are made aware of the customers’ interest in the use of premium financing

• The insurance intermediary is required to go through the “IFS-PF” point-by-point with the
customer

• The Licensed insurance intermediary should present and explain the “IFS-PF” if the
customer has:

i. indicated his/her preference for the use of premium financing for his/her
insurance application;

ii. indicated that part of his/her source of premium payment will come from
premium financing; or

iii. submitted a written consent to assign all or part of his/her rights under the
proposed policy to a lender prior to policy issuance.

• The “IFS-PF” should be completed and signed for policies acquired through the use of
premium financing prior to policy issuance

99
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The Circular does not prohibit insurance intermediaries from making recommendation or
solicitation involving the use of premium financing, but any such recommendation or
solicitation is subject to relevant requirements, including adherence to all of the following:

(i) Once a customer indicates the intention to use premium financing, sufficient information
(including details of the proposed premium financing facility) must be obtained and
appropriate suitability and affordability assessments must be carried out;

(ii) In making any recommendation or solicitation involving the use of premium financing, the 
insurance intermediary should ensure that he/she complies with the Code of Conduct 
for Licensed Insurance Agents or Code of Conduct for Licensed Insurance Brokers, as 
the case may be; and

(iii) The insurance intermediary and the customer should agree and sign in the IFS-PF to
confirm on whether or not the insurance intermediary has recommended or solicited the
customer to use premium financing to fund the purchase of the policy.

4. Sales Practice and Other Aspects

If any of the items above is not fully met, the licensed

insurance intermediary should not make any

recommendation or solicitation involving the use of

premium financing to customer.

10
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4. Sales practice and Other Aspects

• Insurance intermediary to remind customer of the potential shortfall that the actual
net benefits receivable under the proposed policy financed by premium financing will be
less than the amount indicated in relevant benefit illustration;

• Only use materials supplied or approved by the appointing insurer / appointing agency /
appointing insurance broker company when advertising, marketing or promoting an
insurance product;

• Clearly explain to customers the impacts of their use of premium financing on the
customer’s rights to cancel the policy within the Cooling-off Period, and update cooling-
off notice accordingly;

• On-going monitoring should be implemented to identify any inappropriate sales
practices, including conducting investigation for

(1) exceptionally high rate of customers refusing to provide details of premium
financing facility, or

(2) high amount of insurance applications involving the use of premium financing yet
customers had declared that no solicitation or recommendation on the use of
premium financing had taken place.

1111
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Process Update – Affordability Assessment

In addition to the current affordability assessment requirements, the following enhancements in
respect of affordability assessment will be applied to customers indicating premium financing is
intended to be used:

• Assess whether the customer has sufficient financial resources to

a) Pay the out-of-pocket premium (upfront payment)

b) Meet all scheduled repayments (including principal and interest repayments);and

c) Repay the sum owed under the PF facility before policy maturity upon lender’s request

• The amount of liquid asset the customer is able and willing to use to pay premium must be
sufficient to cover the full premium of the proposed policy (including the out-of-pocket premium
and the portion of premium to be financed by the premium financing facility for the proposed new
policy)

• For the assessment, the amount of liquid assets the customer is able and willing to pay premium
as indicated in the FNA must exceed the full premium of the new policy applied, AND the
remaining portion of the liquid asset must be adequate to cover the outstanding liabilities*
specified by the customer in the FNA and the interests required over the entire tenure of the PF
facility for the new policy applied for.

*Outstanding Liabilities includes: 
1. Current amount of loan arising from the premium financing facility(ies) or the loan facility(ies) of any existing insurance 
policy(ies) that is/are used as collateral for premium financing facilities or otherwise pledged or assigned as collateral for a 
loan facility(Excluding loan amount and interest arising from the PF facility for the new policy applied)
2. Current amount of other outstanding liabilities  (exclude point 1 & mortgage loan) 

13
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Process Update – Affordability Assessment
• Where the premium financing facility tenor is not fixed (e.g. an overdraft facility which can

be withdrawn and repaid at any time), the insurance intermediary should take a prudent
approach in the affordability assessment by assuming that the premium financing facility
would last throughout the entire policy term of the proposed policy,

Example 1

Assumption : Client A’s Insured Age is 40 years old.

His life insurance policy ‘s policy term is whole-life.

Age 100*(Policy Term) – Age 40(Insured Age) = 60 years

(*if the policy offers lifetime coverage, we will use age 100 minus insured age.)

(In this example, the loan tenor used in assessing the customer affordability is 60 years.)

Example 2

Assumption : Client B’s Insured Age is 50 years old.

His life insurance policy ‘s policy term is until aged 85.

Age 85(Policy Term) – Age 50(Insured Age) = 35 years

(In this example, the loan tenor used in assessing the customer affordability is 35 years.)

• MIL will check internal system to identify any existing policies used for PF or pledged for
loan, Licensed Insurance Intermediary needs to follow up with customer if the checking
result is inconsistent with the information disclosed in FNA.

14
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Process Update – Measures for Over-Leveraging

• Underwriting process will assess whether customers using premium financing face a risk
of over-leveraging and will in addition perform asset proof verifications on these
customers. Additional asset proof requirements include:

• Suspicious case checking (e.g., information inconsistency);

• Fixed assets such as applicant’s properties are not treated as liquid asset and hence
will not be used for the purpose of verifying asset proof;

• Apply reasonable hair cut on asset where appropriate (e.g., adjust the value for joint
holders bank account to reflect the customer’s portion of ownership);

• Checked whether the liquid asset disclosed in the FNA is reconcilable with the asset
proof obtained;

• Check whether there are any liabilities that are inconsistent or have not been
disclosed in the FNA against the asset proof obtained; and

• If there is any inconsistency between the asset/liability disclosed in the FNA and in
the asset proof obtained, clarifications should be made with the customer to clear up
any such inconsistency and, if needed, further asset proof may be obtained.

15
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Process Update – Sales Practice & Other Aspects

• Insurance intermediary is required to re-assess suitability if the terms and conditions of
the premium financing facility eventually offered by the lender(the bank) are less
favorable(e.g. a higher loan interest rate) and the updated forms (IFS-PF, etc) with the
updated loan information should be submitted to MIL before policy issuance for further
assessment.

• Insurance intermediary to remind customer of the potential shortfall that the actual net
benefits receivable under the proposed policy financed by premium financing will be less
than the amount indicated in relevant benefit illustration;

• On-going monitoring controls with a view to identifying whether any inappropriate sales
practice

• Mystery shopping programs (if applicable) to cover regulated activities involving premium
financing

16
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Financial Needs Analysis Form

In addition to the existing requirements for affordability assessment, the intermediary

should assess the following details for the customers at the FNA in terms of his/her

affordability .

(a) the customer’s ability and willingness in paying the full premiums throughout the entire

term of the policy;

(b) the customer’s outstanding liability;

(c) the customer’s outstanding loan for existing policies that are used as collateral for

premium financing facility;

(d) the customer’s outstanding loan for existing policies that are pledged or assigned as

collateral for loan facility;

(e) the customer’s ability in paying future living expenses;

(f) the customer’s ability in repaying loan and interests arising from the proposed premium

financing facility for the policy(ies) that the customer is currently applying for.

(g) the customer’s intention on using PF as the means to pay all or part of the premium for

the policy that currently applying for.

18
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• Update description of the question in Q3.4

19

Old

New

Financial Needs Analysis Form

State the current accumulative 

amount of liquid asset after 

deducting capital reserves for 

living expenses to be paid from 

the liquid asset (if any)
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• Add Q3.6 related to customer’s intention of using premium financing and further questions 
relating to any outstanding liabilities and whether his/her existing insurance policies are 
used as collateral for premium financing facilities or otherwise pledged or assigned as 
collateral for a loan facility.

• This new section is mandatory for all insurance applications using premium financing.

20

All questions under this section Q3.6 are not required 

to be answered for Policy Maintenance (i.e. NOT New 

Business) .

Financial Needs Analysis Form
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21

If these questions are answered, the relevant information

provided will be taken into account for the affordability

assessment, even if it is a non-premium financing policy,

regardless of whether it is new business, top-up or increasing

protection (increase sum insured or add riders, etc).

Financial Needs Analysis Form

MIL will check internal system to identify any 

existing policies used for PF or pledged for loan, 

customer is required to provide clear explanation 

and update if the checking result is inconsistent 

with the information given. 
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Update option 6 content under “Advisor’s reason(s) for the recommendation” section

22

This option should match with the answer 

of Q3.6 about customer’s intention to use 

premium financing.

Old

New

Financial Needs Analysis Form



Important Facts Statement 

- Premium Financing 

(IFS-PF)  
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24

NEW

Important Facts Statement – Premium Financing

24
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Important Facts Statement – Premium Financing

• In the following circumstances, the IFS-PF should be presented and explained to the

customers. It is not an exhaustive list. Authorised insurers and licensed insurance

intermediaries should adopt a prudent approach in assessing whether the customers are

interested in the use of premium financing.

i. The customer has indicated his/her preference for the use of premium financing for

his/her insurance application;

ii. The customer has indicated that part of his/her source of premium payment will come

from premium financing; or

iii. The customer has submitted a written consent to assign all or part of his/her rights

under the proposed policy to a lender prior to policy issuance.

• A licensed insurance intermediary is required to go through the IFS-PF point-by-point

with a customer who intends to use premium financing. Prior to policy issuance, the IFS-

PF must be completed and signed. The customer cannot opt out of this requirement.

• Authorized insurers must not issue any life insurance policies that are acquired through the

use of premium financing unless they have received the IFS-PF duly completed by the

proposed policy holder and the relevant licensed insurance intermediary.

25
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Important Facts Statement – Premium Financing

26
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Important Notes &  Implications 
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Important Facts Statement – Premium Financing

Declaration by the Policyowner 

Separate declaration for the proposed policyowner and the intermediary to avoid dispute

and increase customer awareness .

34
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Important Facts Statement – Premium Financing
Information on the proposed premium financing facility

If customer choose “do not wish to provide 

information” on the proposed premium 

financing facility, please be reminded to 

supplement the percentage of premium to 

be paid out-of-pocket by the customer by 

broker memo (e.g. Out-of-pocket 30% 

from customer).

35
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Important Facts Statement – Premium Financing

Declaration by the Licensed 

Insurance Intermediary 

Declaration by the Policyowner 

Policyowner sign here 

Licensed Insurance 

Intermediary sign here 
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Cooling-Off Reminder

Application Form
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Welcome Letter and Cooling-off Reminder
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NEW 

Welcome Letter 
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Welcome Letter

When the purchase of this policy is

funded using premium financing, your

right to cancel this policy within the

cooling-off period may be assigned to the

lender, and therefore any cancellation
request may be subject to the lender’s
consent. For a policy acquired through

the use of premium financing and

cancelled within the cooling-off period,

you may be obligated to repay the loan

principal, early repayment penalty (if

applicable), interest and other

administrative fee accrued under the

premium financing facility.
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40

Application Form 

Remove

Premium Financing Section
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Application Form  

NEW 

Wordings

41

Points to Note about Collateral Assignment



Implementation Schedule and 

Arrangement 
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Implementation Schedule and Arrangement 
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Important Dates Arrangement

7 Nov 2022
- Roll out new premium financing related

requirements (new forms, processes, procedures
and controls)

7 Nov 2022 to 31 Dec 
2022

- Transition period: Application in either whole set 
of old forms or whole set of new forms (“whole 
set” refers to FNA, App form, and IFS-PF for 
intended use of premium financing) are 
acceptable

1 Jan 2023
- Regulatory effective date
- All applications must be submitted in new forms;

otherwise the applications will be declined
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上述資料僅供參考之用。本文件中部份資料可由資料供應商所提供或乃由本公司在日常運作過程中再轉
送予閣下並祗供參考之用。宏利盡力確保所提供資料乃屬準確及可靠，但對其準確性及可靠性概不作出
任何保證，亦毋須就由於任何不確或遺漏而導致之損失或損害負責（不論屬侵權或合約或其他方面）。
本文件中部份資料可能包含就國家、市場或公司日後發生的事件或未來財務表現所作出的預測或其他前
瞻性陳述。該等陳述僅屬預測，並可能與實際情況或結果存在重大差異。本文件所載任何意見或估計乃
按一般基準作出，讀者不應將其視為建議而加以倚賴。宏利保留在無需發出通知的情況下隨時更改或修
正本文件所發表意見的權利。未經授權，任何人士不得擅自披露、使用或分發本文件全部或部份內容，
亦不得複製、翻印或向其他人士提供本文件。




