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Infroduction

The introduction of the Insurance Nomination law from 1 September 2009 under the
Insurance Act gives policyowners of life policies or accident and health insurance policies
with death benefits, or those intending to buy such policies, a clear and affordable legal
means to distribute the policy benefits to their nominees.

To make a nomination over a policy, the policyowner must be the life assured under
the policy and at least 18 years old.

Under the Insurance Nomination law, policyowners of life policies or accident and health
insurance policies with death benefits are given two options. You the policyowner can
choose to make a trust nomination or a revocable nomination. This enables you to plan
and decide to whom the proceeds from your policy will be distributed.

When the policyowner makes a trust nomination, the policyowner loses all rights to the
ownership of the policy. The policyowner can only revoke a trust nomination with the
consent of all nominees. By making a revocable nomination, the policyowner is free
to change, add or remove nominees without their consent.

This Guide sets out the different features of trust nomination and revocable nomination,
tells you how to make nominations and what your responsibilities are under the two
types of nominations.
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Application of Insurance Nomination Law to Various Types of Policies

The Insurance Nomination law applies to life policies or accident and health policies
with death benefits which are governed by Singapore law and issued by insurance
companies registered in Singapore. The supplementary plan or rider attached to such
a policy will follow the main policy in respect of eligibility for nomination.

If you use Central Provident Fund (CPF) moneys to pay for policies, you must retain
complete control of your retirement funds for as long as you are alive.

This explains why frust nomination is not allowed for CPF Investment Scheme (CPFIS) and
Dependants Protection Scheme (DPS) policies as the policyowner (the CPF member)
will no longer have control over the proceeds of such policies during his or her lifetime.

As for Minimum Sum Scheme (MSS) annuities, both trust nominations and revocable
nominations are not allowed as any residual moneys from the policy upon the
policyowner's death or upon his termination of the policy, have to be refunded to his
Retirement Account with the Central Provident Fund Board for distribution in accordance
with the law.

In the case of Minimum Sum Plus Scheme (MSPS) annuities, since it is paid for by using
the CPF member’s withdrawable CPF moneys, it is considered to be no different from
non-CPF funded policies. Thus, both revocable and trust nominations are allowed for
MSPS annuities.

Similar to CPFIS policies, trust nomination is not allowed for policies bought under the
Supplementary Retirement Scheme (SRS). The use of SRS savings is restricted to products
that have the potential of growing one's own pool of refirement savings. Policies with
frust nomination do not fulfill this criterion as the policyowner will no longer have control
over the proceeds of such products during his or her lifetime.

Muslim policyowners may only make frust nominations over their life policies or accident
and health insurance policies with death benefits, where trust nomination is allowed
under the Insurance Nomination framework. The restrictions stated above on making
trust nominations for CPF funded policies also apply to Muslim policyholders. They can
seek guidance from MUIS (Islamic Religious Council of Singapore) on how the different
types of nominations interact with the principles of syariah (Muslim law).
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Making a nomination is not compulsory. However, the purpose of having the Insurance
Nomination law is to provide you the policyowner with an affordable legal means of
distributing the policy benefits fo your nominees.

If no nomination is made, the insurance company may pay up to $150,000 of the policy
proceeds to any person who is considered a “proper claimant”' under Section 61 of the
Insurance Act. Any remaining amount above $150,000 will be paid to the executor(s)
named under a Grant of Probate or administrator(s) named under a Grant of Letters
of Administration.

The proceeds of the policy will be distributed according to your Will if you had made
a Will; if not, such proceeds will be distributed according fo the rules under the Intestate
Succession Act.

When considering what Type of Nomination to make
The purpose in making a nomination is that you want to ensure the policy proceeds
are paid out to the right person(s) at the right time and in the right amount(s).

Types of Policies Is Trust Is Revocable
Nomination Nomination
allowed? allowed?

Cash-funded Policies

Life Policy Yes Yes

A&H Policy with Death Benefit Yes Yes

Policies under CPF Schemes

MSS Annuity No No

MSPS Annuity (cash-funded) Yes Yes

CPFIS Policy No Yes

DPS Policy No Yes

Others

SRS Policy No Yes

Muslim Policyowner Yes No

Key

A&H : Accident & Health CPFIS : CPF Investment Scheme

CPF : Central Provident Fund DPS : Dependants Protection Scheme
MSS : Minimum Sum Scheme SRS : Supplementary Refirement Scheme

MSPS : Minimum Sum Plus Scheme
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Trust Nomination

When you the policyowner make a trust nomination at the time of buying a policy or
at any time after the policy is issued, you will lose all rights to the ownership of the policy.
This means that all proceeds (living benefits and death benefits) from the policy now
belong to the nominees you named. While you are still obliged to pay the premiums
for the policy, all the benefits of the policy belong to the nominees.

Only policyowners who are at least 18 years old may make a frust nomination.

You need to get the written consent of all nominees (and for nominees below 18 years
old, the consent of the parent/legal guardian who is not the policyowner), or of a trustee
who is not the policyowner before you may:

* make any change to the policy,

¢ revoke the trust nomination,

¢ take aloan under the policy, or

e surrender the policy,
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In the event of any bankruptcy, the policy proceeds are generally protected from
creditfors.

Given the inflexibility of a trust nomination, you should only consider making such a
nomination if you are prepared to give away the insurance policy proceeds completely
fo the nominees. You must also be aware that you will not be able to unilaterally change
your nomination(s) later on, even if your family circumstances have undergone change.

Trust Nomination Form
Use a prescribed Trust Nomination Form to make a trust nomination over the policy.
Copies of the various Nomination Forms can be obtained from your insurance company.

You must complete the form in full with accurate information in the presence of two
adult withesses who must be at least 21 years old. They must not be any of your nominees
or the spouse of any of your nominees.

You may nominate only your spouse and/or children.

You must name a trustee or trustees who are at least 18 years of age. The trustee can
6 be changed at any time, subject to the prevailing law. A nominee can also be a frustee.
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