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Constitutional Reform - Insurance Functional Constituency

The Life Underwriters Association of Hong Kong
Established in 1973. Represents 8,300 professional life insurance agents and brokers.

The General Agents and Managers Association of Hong Kong
Established in 1994. Represents 1,150 professional life insurance managers.

Hong Kong Chamber of Insurance Intermediaries
Established in 1993. Represents 1,000 professional life insurance intermediaries.

The Hong Kong General Insurance Agents Association
Established in 1997. Represents 400 general agents.

Background

There are two distinct groups of persons in the insurance industry that are relevant to the question
of voting in the [nsurance Functional Constituency. At 31* December 2004 they were:

* [nsurance companies - 180

» [nsurance intermediaries 31,207
21,026

476
4,362

Companies

Repgistered Insurancc Agents

Responsible Officers and Technical
Representatives of Registered Insurance Agencies
Authorised firms of Insurance Brokers

Chief Executives and Technical

Representatives of Authorised firms of Insurance
Brokers

The above figures show that insurance intermediaries comprise a very significant group of qualified
and regulated professional insurance and financial advisors.

[nsurance Companies

Voting cntitlement in the functional constituency is presently restricted 1o representatives of 180
insurance companies, making the Insurance Functional Constituency one of the most narrowly
bascd constituencies in the Legislative Council. They do not represent the distribution side of the
insurance industry, consisting of insurance agents and brokers. .

The views of the insurance companies are constrained by their legal responsibility to represent the
interests of their shareholders and what is in the interest of their shareholders may not be in the
interest of the general public. There is, in fact, a real conflict of interest between the intercsts of the
shareholders of insurance companies in maximizing profits and the interests of the general public in
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obtaining cost effective insurance. For this reason alone it is not in the public interest for the
[nsurance Functional Constituency representative to only be clected by insurance companies.

Insurance [ntermediaries
Insurance agents and brokers are not employees of insurance companies and are not represcated by

them; they have separate legal identities and operate as either sole proprictors, parterships, or as
limited companies. Most insurance sgents operate as sole proprietors, holding business registration
certificates, and opcrating under regulatory frameworks laid down by the Lnsurance Authority, the
Mandatory Provident Fund Schemes Authority and the Futures and Seourities Commission.

Brokers operate under similar regulatory frameworks.

Insurance intermediaries are in daily direct contact with the insurance buying public in ways that
insurance companies are not. As intermediaries between the insurance companies and the public,
agents and brokers are in the best position to identify and understand the needs of the public and to
reflect those needs to the regulatory authorities and to the Legislative Council.

At the same time, insurance intermediaries arc ablc to observe at first hand the operation of the
regulatory framework under which they opcrate and to reflect their opinions on aspects of it that, in
the public interest, might need amending.

Equity between functional constituencies
Other functional constituencies extend voting rights to all members of their profession, but the

voting system in the insurance functional constituency deprives the majority of those involved in
the profession of any say.in the industry. This is plainly illogical, unfair and not in the public

interest.

Proposal .
To widen the representation of the insurunce industry and to improve the representation of

consurner needs within the Legislative Council, it is proposed that voting rights in the Insurance
Functional Constituency be extended to all registered insurance agents and authorized insurance

brokers.

Optious for consideration

 Optonl
Maintain a single insurance functional constituency and allow all registered insurance agents
and authorized insurance brokers to vote in addition to the representatives of insurance

cOmMpAanics.

. Option 2
Create an Insurance Intermediary Functional Constituency with voting by registered
insurance agents and authorised insurance brokers.
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Recommendation
Option 2 is preferred ~ an Insurance Intermediary Functional Constituency. This would allow

the insurance companies to continue to be represented in the Legislative Couacil, while allowing
the distribution side of the industry and, through it, the interests of the general public to be heard
within the legislature, something that cannot happen under the present system.

If it is considered desirable to continue to have only one insurance functional constituency, then
Option 1 is acceptable.

Whichever option is chosen, the Legislative Council will benefit from the advice of the insurance
intermediary, that is best able to reflect the needs of the public and to provide a balance to the views
of insurance companies in representing their shareholders.

We trust that the merits of the case for amending the existing voting system are obvious and we
would welcome an opportunity to discuss this proposal, if nced be.

(Signed) _ (Signed)
E-i.a'x;Wong Maggie Lee
President President
The Life Underwriters Association The General Agents and Managers Association
ot Hong Kong of Hong Kong
(Signed) (Signed)
Geof¥tey [:'ung Tony Yip
Dresident Chairmaan
- Hong Kong Cnhamber of [nsurance The Hong Kong General [nsurance Agents
Intcrmediaries Association

Dated May 30, 2005
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