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INSURANCE 

This year the Insurance Committee would like to 

divide our position paper into two parts representing 

the two segments of the insurance industry: life 

insurance and non-life. Both segments are currently 

undergoing substantial change reflecting the continued 

worldwide development of 

e-commerce and FinTech in relation to insurance markets.

Also relevant to both life and non-life insurance, the

main theme for the Insurance Committee this year is the 

need for increased insurance protection for individuals and 

families in Taiwan. In line with that objective, we present 

recommendations on how to incentivize companies to 

enhance the level of protection brought to the market. Other 

recommendations aim at promoting financial health and the 

ease of doing business in Taiwan’s insurance industry. 

We also hope to see further cooperation between industry 

and government on efforts to educate consumers regarding 

the full potential of insurance to provide protection against 

loss of income, loss of property or ownership, unexpected 

life and health events, and the risk of outliving resources for 

retirement. 

The Committee would like to thank the government 

authorities for their contribution to improving the business 

environment for the insurance industry in Taiwan. In the 

months ahead, we look forward to communicating with the 

relevant ministries and bureaus regarding the suggestions put 

forth in this year’s White Paper. 

Life Insurance

In light of Taiwan’s rapidly aging population, other 

subjects worthy of attention are how to provide sufficient 

health protection for senior citizens and how to enable 

them to continue to enjoy a sound economic status. Our 

recommendations on these topics are given below.

From an industry perspective, the Committee urges the 

government to encourage consumers to buy protection 

products by providing greater tax incentives, and to give 

insurers more flexibility in the pricing and filing of insurance 

products. 

Suggestion 1: Adopt measures to incentivize insurers 
to offer protection insurance. 

The Committee supports the government’s focus on closing 

the protection gap – the difference between what individuals 

need to be insured for in the event of a serious issue such 

critical illness, accident, or passing and what they are actually 

insured for – and proposes that protection insurance be 

redefined in order to highlight protection products’ benefits 

for consumers. As noted above, the degree of protection is 

currently measured by the face amount on the policy, but a 

more accurate indicator would be the amount by which the 

accumulated premiums exceed the cash surrender value, since 

this focuses on the protection component of the product. The 

Committee would be pleased to discuss the exact proposed 

formula with the relevant officials. For the remainder of this 

section, the discussion of protection products assumes that the 

above-mentioned definition or a similar one is adopted.

To promote protection products to consumers, the 

Committee proposes that the proposed personal tax 

exemption for Long Term Care and annuity products be 

extended to include protection products.

Targeting a higher level of protection introduces a level of 

earnings diversity that is healthier financially for the insurance 

industry. In other words, by diversifying profits with a larger 

mortality/morbidity spread, the industry can better immunize 

earnings and capital levels from normal market volatility and 

severe market events. We recommend incentivizing insurers 

to offer more protection by awarding an additional product 

quota based on achieving a pre-determined level of protection 

business.

Further, considering the social benefits that protection 

insurance products offer, we also advocate the exemption 

or reduction of business tax for insurers that develop and 

promote protection products. The Committee recognizes 

that amending the law and changing the whole mechanism 

would take time, but in the meantime other actions can be 

considered as short-term solutions, such as reclassifying the 

tax items in the “core business” and “exclusive core business” 

categories and applying a 2% tax rate to them. Another 

interim method would be to allow life insurers to deduct 

retained claim payments on protection products as part of the 

tax formula, as is already the case for non-life insurers.

In addition, we suggest allowing flexibility on the re-pricing 

mechanism for variable annuity products with guaranteed 

payments. The Insurance Bureau (IB) of the Financial 

Supervisory Commission (FSC) has already adopted a 

deregulation measure to allow insurance companies to follow a 

use-and-file procedure if certain criteria can be met. We believe 

this is a valid requirement for new product filing. However, for 

products that have been previously approved, if the purpose 

of re-pricing is to manage the product risk due to changes in 

economic conditions, the current requirement may restrict the 

insurer’s ability to respond to capital market volatility.

Suggestion 2: Continue to increase the convenience 
for consumers to obtain protection insurance.

The Committee recognizes and appreciates the steps 

that have been undertaken to improve consumers’ access to 

protection products. We continue to encourage the regulatory 
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authorities to take even bolder steps that would further enable 

citizens to obtain proper coverage in a transparent manner by 

leveraging innovative products and technologies.

2.1 Enhance the ease of use of digital means to obtain 

insurance. Taiwan continues to lag behind other 

jurisdictions in enabling insurance transactions via 

electronic means. Referencing major markets around the 

world, including Hong Kong, the United Kingdom, and 

the United States, Taiwan should significantly accelerate 

the adoption of international standards. Allowing easy, 

transparent, and convenient access to insurance products 

online will enable a greater portion of society to enjoy the 

protection coverage that is needed.

 The Committee would like to express our appreciation to 

the FSC and IB for the amendments to the “Regulation 

on Insurance E-Commerce” announced in March 2016. 

To maintain positive momentum in facilitating insurance 

e-commerce, we recommend simplifying the application 

process, allowing more products and a larger amount of 

insurance to be transacted on e-commerce platforms, and 

permitting additional electronic payment methods.

 Further, while the amended regulation allows for the 

applicant and the insured to be different individuals, 

a physical identification certificate must still be used 

in order to complete the transaction. Obtaining this 

“Citizen Certification Card” requires very specialized 

equipment and precludes most individuals from utilizing 

this approach. We encourage the relevant authorities to 

remove this requirement, as it clearly discourages bringing 

the insurance business into the digital age. In addition, 

the application of insurance technology to the open data 

platform of health statistics, or the collection and analysis 

of data collected from insurance-tech devices, cannot be 

achieved without the application of big data. However, 

the legality of collecting, analyzing, or using big data 

may be challenged under the Personal Data Protection 

Law. We recommend that the regulator establish special 

provisions for the protection of personal data in the 

insurance industry in order to meet the needs of insurance 

technology development.

2.2 Establish a more effective mechanism to replace the 

contract pre-review period. We also recommend that the 

regulator replace the pre-review period with other more 

consumer-friendly alternatives, such as amending the 

insurer’s information disclosure obligation and legalizing 

the right of revocation during the cooling-off period to 

replace the contract pre-review period in the Consumer 

Protection Act. The contract pre-review period does not 

serve the purpose of protecting the consumer’s right to 

knowledge of the important information in insurance 

policies. Instead, this requirement hinders consumers 

from getting simple and immediate insurance protection 

through e-commerce and telemarketing channels. As the 

consumer enjoys no insurance policy coverage during the 

pre-review period, and insurance contracts already include 

a generous 10-day cancellation period after receipt of 

the policy, the pre-review period mechanism should be 

replaced with other more consumer-friendly alternatives.

2.3 Remove restrictions limiting the development of FinTech. 

The Committee applauds the recent government efforts 

to promote FinTech in Taiwan. However, an FSC ruling 

on October 22, 2015 seems contrary to this direction, 

as it limits the number of insurance broker or agency 

companies that will be allowed to conduct digital online 

insurance to 10, and requires these companies to have a 

minimum annual revenue of NT$500 million to qualify. 

This requirement would clearly exclude young and 

innovative companies, enabling only traditional and 

established businesses (which are accustomed to engaging 

in face-to-face sales by agents) to apply. This approach is 

not aligned with global norms, and in fact we were unable 

to find any other jurisdiction with such requirements. In 

order to properly harness the power of FinTech, these 

limitations should be removed in the interest of increasing 

the number of participants and accelerating the growth 

of digital insurance in this country. In addition, insurance 

broker and agency companies still cannot connect to 

insurance companies’ e-commerce systems because 

of electronic signature issues, which require further 

resolution by the regulator.

2.4 Establish a legal basis for electronic recordings in line 

with insurance technology development. As digital and 

telephonic means to acquire insurance are becoming 

increasingly popular with consumers, electronic 

recordings of clients’ responses for underwriting purposes 

should be accepted as a legal basis to challenge or rescind 

a policy. Elimination of this option creates heightened risk 

for the insurance industry as a whole and limits product 

availability for consumers. 

 Two different regulatory approaches could be applied 

in this situation: the “active disclosure rule” and the 

“written inquiry rule.” The main difference between them 

is the scope of the required disclosure. The written inquiry 

rule limits the applicant’s disclosure obligation to the 

material inquiries specified by the insurer, and exempts 

the applicant from liability for misjudging the materiality. 

Whether the inquiries are in fact in writing is not a major 

concern under this rule. Therefore, conducting health 

inquiries in electronic format or by telephone does not 

violate the current “written inquiry rule” prescribed in 

Article 64 of the Insurance Law. We request that Article 

9(4) of the “Directions for Insurance Enterprises Engaging 

in Telemarketing Insurance Products” be revised to permit 

the legal acceptance of electronic recordings for the 

above-mentioned purposes.

 The change would bring Taiwan in line with international 
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practices in this regard and help to further promote digital 

insurance.

Suggestion 3: Permit liability hedging for Fixed Index 
Annuities.

In an effort to encourage innovations in the development 

of retirement annuities, the IB in 2016 permitted liability 

hedging for variable annuities with guarantees. Those 

“Regulations Governing Derivatives Transactions Conducted 

by Insurance Companies” did not specifically mention Fixed 

Index Annuities, an innovative form of retirement annuity 

common in the U.S. market. Although Taiwan life insurers 

and consumers have shown great interest in this product, 

it is currently restricted by regulations that severely limit 

the hedging instruments for such risks. Since Fixed Indexed 

Annuities are similar to variable annuities with guarantees, 

but even safer from the point of view of both consumers and 

insurers, we propose that Fixed Indexed Annuities be included 

in the scope of liability hedging. For Fixed Indexed Annuities, 

the annual growth is benchmarked to a stock market index 

rather than an interest rate.  

Non-Life Insurance

The regulatory framework for insurance products should 

be reviewed to further enhance consumer protection while 

according greater flexibility for insurers to respond to 

changing market conditions, both in managing risks and 

enhancing their competitiveness. As the government has made 

good progress in relaxing the wet signature requirement over 

the last two years, we believe that further relaxation can be 

achieved in the commercial business area.

Developments in the financial market and increasing 

competition have encouraged greater innovation, with a wider 

diversity of products being made available to consumers. 

However, the difficult current economic conditions and 

concerns regarding operating costs have resulted in under-

insurance in a number of cases, including the Formosa Water 

Park dust explosion and the tourist bus fire. We see the 

need for the government to increase the insurance limits and 

expand the scope of compulsory insurance.

Suggestion 4: Waive the wet signature requirement 
on non-life insurance application forms to meet 
commercial market needs.

Personal Insurance is normally sold to individuals, whereas 

Commercial Insurance is sold to legal entities at the request 

of corporate clients. The existing regulation requiring wet 

signatures on all insurance application forms does not 

take this distinction into account. We suggest that the wet 

signature requirement on Commercial Insurance application 

forms, in particular for the fronting business, should be 

waived completely for the following reasons:

a. Unlike Personal Insurance, there is no risk of moral

hazard in Commercial Insurance.

b. Regarding the fronting business, given the large number

of foreign-invested and multinational companies in

Taiwan, most of the insurance planning and insurance

coverage has been determined at the home-office level.

The insurance brokers/reinsurance companies representing

all these multinational companies would have clearly

articulated the intent and scope of insurance coverage

through emails or other forms of documentation. Emails

or other forms of documentation are clear confirmation of

insurance needs.

Removing the wet s ignature requirement for a l l

commercial insurance – or if that is not possible, at least for 

multinational companies requirement – would help expedite 

the policy issuance for commercial clients; reduce unnecessary 

administrative work, time, and cost; and bring Taiwan’s 

insurance practices more in line with international markets.

Suggest ion 5 : Inc rease t he ex is t ing scope of 
compulsory insurance to provide the public with more 
insurance protection.

The Committee applauds the recent government proposals 

to increase the public liability insurance aggregate limit to 

NT$64 million (any one death/bodily injury NT$3 million, 

property damage NT$2 million and any one accident NT$30 

million) following such disasters as the Formosa Fun Coast 

dust explosion, Kaohsiung pipeline explosion, etc. Since then, 

it appears that only Taoyuan City has increased the limit to 

NT$60 million while little progress has been made in the 

other cities and counties. We recommend that the relevant 

authorities:

a. Strictly enforce the public liability insurance limit in all

cities and counties to ensure that the public in general is

well protected towards accidental bodily injury/death.

b. Review the existing compulsory automobile third-party

liability insurance limit of NT$2 million maximum for

each death and NT$200,000 maximum for each bodily

injury, as such limits are grossly understated compared to

other countries in the region.

c. Expand the scope of compulsory insurance to include, for

example:

• Pollution	Liability

• Workmen’s	Compensation	 in	 addition	 to	 the	 existing

labor insurance

• Aviation	Liability

• Professional	 Indemnity	 for	 individual	 lawyers,

legal firms, architects, accountants, insurance and

reinsurance brokers

• Pleasure	craft

• Shipowner’s	Liability	and	marine	oil	pollution

• Airport	Liability

• Clinical	Trials
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