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Circular to issuers of
SFC-authorized Investment-Linked Assurance Schemes (“ILAS Schemes”)
Enhanced disclosure requirements for ILAS Schemes

1.

The purpose of this circular is to introduce enhanced disclosure requirements
applicable to the ILAS product key facts statement (the “Enhanced Disclosure
Requirements”) and to provide guidance on the implementation and compliance
procedures.

Background
2.

Given the increasingly complex features and charging structures of ILAS Schemes and
in the spirit of investor protection, the Commission has worked closely with the Office of
the Commissioner of Insurance, the Hong Kong Monetary Authority, and The Hong
Kong Federation of Insurers to develop effective enhancement measures in the form of
the Enhanced Disclosure Requirements which are now integrated into the revised
illustrative template (“Revised KFS Template”) of the ILAS product key facts statement
(“KFS”) published on the Commission’s website.

Key aspects of the Enhanced Disclosure Requirements
3.

The Enhanced Disclosure Requirements pertain to the following important disclosures
to be made in an upfront manner in the KFS, details of which can be found in the
Revised KFS Template:
(a)

a new statement of purpose of investing in the ILAS Scheme;

(b)

a new total fees and charges disclosure (“TFCD”) setting out, amongst others, the
total fees and charges in investing in the ILAS Scheme as a percentage of the
total premium(s) to be paid by a policyholder under the ILAS Scheme;

(c)

more prominent disclosures on certain long-term features, including upfront
charges, early surrender or withdrawal charges, and loyalty bonuses; and

(d)

a new disclosure about insurance intermediaries’ remuneration.
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Implementation timeline and transitional arrangements
4.

As from the date of this circular, all new and outstanding applications for authorization
of ILAS Schemes are required to comply in full with the Enhanced Disclosure
Requirements.

5.

Existing ILAS Schemes1 that are currently marketed (and will continue to be marketed
after 30 September 2013) to the public in Hong Kong are granted a transitional period
until 30 September 2013 to comply with the Enhanced Disclosure Requirements.
Under this arrangement, issuers are required to revise the KFS of such ILAS Schemes
to comply with the Enhanced Disclosure Requirements no later than 30 September
2013.

6.

Any ILAS Scheme that does not comply with the Enhanced Disclosure Requirements
after 30 September 2013 shall not continue to be marketed to the public in Hong Kong.

Compliance procedures
7.

Pursuant to the Enhanced Disclosure Requirements, issuers should prepare new KFS,
or revise existing ones, based on the illustrative template of the KFS2 and in
compliance with the latest version of the Information Checklist for KFS for ILAS3 (“KFS
Checklist”) available on the Commission’s website.

8.

In particular, issuers should refer to the Guidance Note on Fees and Charges
Disclosure4 (the “Guidance Note”) when preparing the TFCD (see paragraph 3(b)
above). The Guidance Note sets out the requirements, calculation basis and principles
according to which the TFCD shall be determined. Issuers must ensure that the TFCD
is prepared in full compliance with the Guidance Note.

9.

Revisions to the offering documents (including the KFS) of Existing ILAS Schemes
made solely to reflect the Enhanced Disclosure Requirements do not fall within 7.1 of
the Code on Investment-Linked Assurance Schemes (“ILAS Code”) under the SFC
Handbook for Unit Trusts and Mutual Funds, Investment-Linked Assurance Schemes
and Unlisted Structured Investment Products (the “Handbook”). Accordingly, these
changes do not require the Commission’s prior approval. The revised offering
documents (including the KFS) must, nevertheless, be filed with the Commission within
one week from the date of issuance in accordance with 7.3 of the ILAS Code. The
filing letter as set out in the Appendix to this circular, together with all requisite
documents as set out therein, must be completed and submitted. Furthermore, each of
the revised offering documents of Existing ILAS Schemes must be marked up clearly
when filed with the Commission to show all changes made against the latest version
authorized by the Commission.

1

“Existing ILAS Schemes” means ILAS Schemes which have been and remain authorized by the SFC as at the date of this
circular.
2
Available via http://www.sfc.hk/web/EN/files/PCIP/KFS/Enhanced%20KFS%20template_Eng_030513.pdf
3
Available via http://www.sfc.hk/web/EN/files/PCIP/Checklist-and-Forms/20130503%20KFS%20Checklist_Eng.pdf
4
Available via
http://www.sfc.hk/web/EN/files/PCIP/KFS/Guidance%20note%20on%20fees%20and%20charges%20disclosure%20in%20ILAS
%20KFS.pdf
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10.

Even though the revisions to the offering documents (including the KFS) of Existing
ILAS Schemes made solely to comply with the Enhanced Disclosure Requirements do
not require the Commission’s prior approval, the Commission will post-vet the revised
offering documents in a vigilant manner to monitor compliance. Where the Commission
identifies any disclosure which does not meet the requisite standards or requirements,
appropriate actions will be taken promptly. Issuers are strongly reminded that it is their
responsibility to ensure that all the offering documents (including the KFS) of their ILAS
Schemes are in full compliance with the Securities and Futures Ordinance, the
Handbook (including the ILAS Code) and other applicable requirements that may be
published by the Commission from time to time.

11.

In order to ensure proper implementation of the Enhanced Disclosure Requirements,
issuers are encouraged to take effective actions and devote adequate resources in this
connection, and must provide sufficient guidance and training to all relevant staff
members and distributors in respect of the Enhanced Disclosure Requirements.

12.

As a general reminder, where there are any changes to the offering documents of
Existing ILAS Schemes (in addition to those reflecting solely the Enhanced Disclosure
Requirements) that would require the Commission’s prior approval pursuant to the
ILAS Code, issuers must submit separate applications in accordance with the usual
procedures and requirements in respect of these changes.

Industry workshop
13.

To facilitate issuers’ understanding of the Enhanced Disclosure Requirements and the
implementation / compliance procedures, a briefing workshop for issuers will be held
shortly and the details will be notified to issuers via The Hong Kong Federation of
Insurers.

14.

Issuers are welcome to contact the relevant case supervisor or officer in case of any
questions on the above.

Investment Products Division
Securities and Futures Commission
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