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Content * Article 1

These Regulations are enacted pursuant to paragraph 2, Article 147-1 of the
Insurance Act (referred to as “the Act” hereunder).

Article 2

The business, financial and other related management matters of the
professional reinsurance enterprises shall be governed by the Regulations
herein. Matters not provided for herein shall be governed by other
applicable laws and regulations.

Article 3

For unexpired, in-force contracts or covered risks under its reinsurance
business, professional reinsurance enterprises shall calculate unearned
premiums of each line of reinsurance based on the unexpired period and
reserve unearned premium reserves for each line of reinsurance.

The method of reserving mentioned in the preceding paragraph shall be
determined by the appointed actuary according to the characteristics of
each line of reinsurance and actuarial principles, and reported to the
competent authority for recordation. The preceding provision applies to any
subsequent changes thereto.

Article 4

Professional reinsurance enterprises shall assess reinsurance claims and
expenses that might incur from unexpired, in-force contracts or covered
risks. If the assessed amount exceeds the provision for unearned premium
reserves plus expected premium income, the professional reinsurance
enterprises shall reserve premium deficiency reserves for each line of
reinsurance based on the shortfall.

The method of reserving mentioned in the preceding paragraph shall be
determined by the appointed actuary of the professional reinsurance
enterprises, and reported to the competent authority for recordation. The
preceding provision applies to any subsequent changes thereto.

Article 5

The special reserves set aside by professional reinsurance enterprises for
their retained businesses shall include the following:

1.Special reserves for extraordinary business losses: Reserves set aside
for large amount of reinsurance claims arising from extraordinary business
losses.
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2.Special reserves for fluctuation of risks: Reserves reserve for
extraordinary changes in loss ratio or in reinsurance claims under the line
of reinsurance.

3.Special reserves for other special needs: The methods of increasing and
releasing reserves and the cap of accumulated reserve shall be pre-approved
by the competent authority.

Extraordinary business losses referred to in subparagraph 1 of the
preceding paragraph means losses arising from any of the following events
and the accumulated retained reinsurance claims in a single event total
reach NT$100 million or more:

1.A ceding insurer 1s subject to bankruptcy or liquidation proceedings, or
involved in lawsuit or other extraordinary events, and the professional
reinsurance enterprises are obligated to continue the payment of
reinsurance claims and expenses for their outstanding liabilities.
2.Typhoon, earthquake, flood, tsunami or other natural disasters.

3.Air crash, conflagration, war, terrorist attack or other man-made
disasters.

The term “retained reinsurance claim” 1in the preceding paragraph includes
paid, reported but not paid, and incurred but not reported (IBNR)
reinsurance claims.

The amount of special reserves as specified in Paragraph 1 hereof set aside
each year less income tax pursuant to Statement of IAS No.12 shall be
recorded in the account of “Special Reserve” wunder “Owner’ s Equity.”
The amount of special reserves as specified in Paragraph I recorded in the
account of “Special Reserve” under “Liabilities” before December 3l1st,
2012 less income tax pursuant to Statement of IAS No. 12 shall be recorded
in the account of “Special Reserve” under “Owner’ s Equity” on January
Ist, 2013, unless otherwise specified by the competent authority for
monitoring purposes.

Article 6

Professional reinsurance enterprises shall reserve or dispose special
reserves for extraordinary business losses for retained business according
to the following provisions:

1.The provision for special reserves for extraordinary business losses
shall be one (1) percent of the retained reinsurance premium. The provision
ratio shall be increased to three (3) percent for extraordinary business
losses involving earthquake, war or terrorist attack.

2.In case of an extraordinary business losses, the portion of retained
reinsurance claim that exceeds NT$100 million may be offset by special
reserves for extraordinary business losses.

3.Where the special reserves for extraordinary business losses has been
reserved for more than fifteen (15) years, the appointed actuary may
evaluate and draft a releasing reserves mechanism and report such mechanism
and any subsequent changes thereto to the competent authority for
recordation.

The amount that can be offset or released as provided in subparagraph 2 or
3 of the preceding paragraph less income tax pursuant to Statement of IAS
No. 12 may be offset or released by or from special reserves for
extraordinary business losses recorded in the account of “Special

Reserve” under “Owner’ s Equity.”
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Article 7
Professional reinsurance enterprises shall, by each line of reinsurance,
reserve or dispose special reserves for fluctuation of risks for their
retained businesses according to the following provisions:
1.1f the incurred loss ratio calculated based on the amount of retained
reinsurance claim minus the offset by special reserves for extraordinary
business losses for the line of reinsurance is lower than the average
incurred loss ratio in the past fifteen (15) fiscal years, the professional
reinsurance enterprises shall reserve special reserves for fluctuation of
risks in an amount at no less than thirty (30) percent of the difference.
2.1f the incurred loss ratio calculated based on the amount of retained
reinsurance claim minus the offset by special reserves for extraordinary
business losses for the line of reinsurance exceeds the average incurred
loss ratio in the past fifteen (15) fiscal years, the professional
reinsurance enterprises shall release special reserves for fluctuation of
risks in an amount equal to the excess portion.
3.In the event that the accumulated amount of special reserves for
fluctuation of risks exceeds 60% of the retained earned premium, the amount
in excess shall be subject to recovery under the applicable rules.
The amount that can be offset or released as provided in subparagraph 2 or
3 of the preceding paragraph less income tax pursuant to Statement of IAS
No. 12 may be offset or released by or from special reserves for
fluctuation of risks recorded in the account of “Special Reserve” under
“Owner’ s Equity.”
Article 8
Professional reinsurance enterprises shall calculate loss reserves
including reported but not paid and incurred but not reported (IBNR) for
1ts reinsurance business based on past claim experience and loss adjustment
expenses incurred for each line of reinsurance according to actuarial
principles. Reserves for reported but not paid reinsurance claims shall be
estimated and reserved on a case-by-case basis based on relevant
information.
The method of reserving mentioned in the preceding paragraph will be
evaluated and determined by the appointed actuary, and reported to the
competent authority for recordation. The preceding provision applies to any
subsequent changes thereto.
The loss reserves in the preceding paragraph should be released in the
following year and then calculated and reserved again based on the current-
year information.
Article 8-1
Professional reinsurance enterprises shall carry out adequacy test for a
recognized insurance liability based on the current estimate of 1ts future
cash flows on the balance sheet date for insurance contracts that must
undergo liability adequacy test in accordance with IFRS No. 4. If the test
result shows that the carrying amount of the insurance liability is
inadequate, a liability adequacy reserve shall be set aside for the amount
of shortfall.
The method used for conducting liability adequacy test as provided in the
preceding paragraph shall comply with relevant principles of actuarial
practice.
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Article 8-2

Professional reinsurance enterprises set aside special reserves as required
by the competent authority shall be recorded in the account of Special
Reserve under Insurance Liability.

The recovery of the aforementioned special reserves shall be subject to the
prior approval of the competent authority.

Article 9

Unless it 1s otherwise provided in other laws and regulations and liability
adequacy reserve, professional reinsurance enterprises shall set aside
reserves for its assumed reinsurance business, retrocession business, and
retained business in accordance with these Regulations. The professional
reinsurance enterprises shall also prepare related statements according to
the accounting system or accounting principles approved by the competent
authority, and record the information in a separate account book.

At the end of each fiscal year, the professional reinsurance enterprises
shall also file with the competent authority actuary-certified information
on reserves it has reserved for its assumed reinsurance business and
retained business for the year according to the format and contents
specified by the competent authority.

Article 9-1

Where a professional reinsurance enterprise undertakes reinsurance business
that assumes life insurance with insurance period over one year and where
the ceding company recognizes such ceded liability reserve under 1ts
reinsurance asset of balance sheet, the professional reinsurance enterprise
shall calculate and recognize the liability reserve in accordance with the
insurance product statement of calculation for which the ceding company has
been approved, submit for approval and record, or submit for review and
recordation by the competent authority. The sum of such liability reserve
and the liability reserve retained by the ceding company shall not be less
than the total amount of liability reserve to be recognized in accordance
with Regulations Governing Insurance Enterprises for Setting Aside Various
Reserves.

The reserve recognized in the preceding paragraph shall be duly presented
or disclosed on its financial statements and supervision reports.

Article 10

The foreign investment of professional reinsurance enterprises shall not
exceed sixty (60) percent of its funds and is not subject to the limitation
stipulated in Article 146-4 of the Act.

Article 11

Professional reinsurance enterprises shall produce a prospectus according
to the following rules and post it on company website or make the document
available at its business places:

1.The first page of the prospectus should state the company name and basis
for making public the prospectus;

2.The company profile section should state company address, telephone, fax
number, name of person-in-charge, and in the case of a foreign insurance
enterprise, in addition principal business place, time of establishment and
amount of capital;

3.Financial information should include balance sheets and income statements
for the last three fiscal years, audited and certified by a certified
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public accountant;

4.Business operation section should indicate the nature of i1ts assumed
reinsurance business;

5.Material information having a bearing on public interest as specified in
Regulations Governing Public Disclosure of Information by Non-Life
Insurance Enterprises and Regulations Governing Public Disclosure of
Information by Life Insurance Enterprises; and

6.Special disclosures should include sanctions imposed by the competent
authority and other special disclosures required as announced by the
competent authority.

In the case of a foreign insurance enterprise, the prospectus as required
in the preceding paragraph shall be posted on the website of its branch
office in the Republic of China or made available at the business place of
its branch office in the Republic of China.

Article 12

A foreign professional reinsurance enterprise whose head office is
financially sound may be exempted from Article 143-4 and paragraphs 2 and
3, Article 144 of the Act, provided it has furnished information on the
systems of 1ts head office and a statement on compliance with the laws and
regulations of its home country.

Article 13

A foreign professional reinsurance enterprise may be exempted from the
provisions in Articles 3 ~ 9 herein, provided 1ts provisions for all lines
of reinsurance reserves comply with the laws and regulations of its home
country and actuarial principles, and are audited and certified by the
appointed actuary.

Where a foreign professional reinsurance enterprise assumes life insurance
with insurance period over one year and where the ceding company recognizes
such ceded liability reserve under its reinsurance asset of balance sheet,
the professional reinsurance enterprise shall set aside liability reserve
pursuant to requirements as set forth in Article 9-1.

Article 14

For a foreign professional reinsurance enterprise, its internal control and
audit systems, asset valuation, handling of overdue loans and non-accrual
loans, and other financial and business management items as designated by
the competent authority may follow the laws and regulations of its home
country or the systems of its head office, provided the laws and
regulations of its home country or the systems of its head office are not
laxer than the laws and regulations of the Republic of China, the
enterprise has furnished information on the laws and regulations of its
home country or the systems of its head office, a statement of compliance
with the laws and regulations of its home country or the systems of 1ts
head office, which are signed by the person-in-charge of its branch office
in the Republic of China and reported to the competent authority for
recordation.

Article 15

These Regulations shall enter into force from the date of promulgation.
The amendments promulgated on December 28th, 2011 shall come into force on
January 1st, 2013.
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