THE LIFE INSURANCE COUNCIL OF
THE HONG KONG FEDERATION OF INSURERS

CODE OF PRACTICE FOR LIFE INSURANCE REPLACEMENT

The following process is intended to brevent the activity of
those agents who misinform or mislead clients into changing

therefore the success of the process in campletely‘achieving its
objective will] depend on those involved acting in good faith and
at all times in the best interests of the client,.

1. Approach
Inappropriate replacement of 1ljife insurance policies
(hereinafter referred to as "twisting") can be minimized
through:

1.1 An unambiguous definition of what constitutes
twisting,

1.2 Improved controls within the sales process to help
prevent twisting at the point of sale,

1.3 A sound process for identifying twisting when it
occurs, and

1.4 Adequate sanctions that can be imposed if twisting is
proven.

2. Definition of Twisting
Twisting is the making of misleading statements, non-
disclosures, misrepresentations and incomplete comparisons
to induce an insured to replace existing life insurance
with other life insurance resulting in disadvantage to the
insured.

Any transaction involving the purchase of life insurance is
construed as a replacement if existing life insurance is:

2.1 lapsed,
2.2 surrendered, or

2.3 converted to paid-up insurance.



Controls at the Point of Sale

A Customer Protection Declaration ("CPD") (see Appendix I)
must be completed before the client agrees or makes a
decision in relation to the purchase of a4 new 1life
insurance policy. 1It is designed to:

3.1 discover any replacement being recommended and if so,

3.2 ensure that the agent has explained the important
consequences.

In the event that the agent explains that there is no
disadvantage attaching to the change then the agent must
give the reason for this conclusion in writing as fully as
possible. '

In this way, there is a record that the client has been
told of the real or potential disadvantages of the
recommended replacement or has been given an explanation,
as to why there is no disadvantage. Further, the agent may

been advised fully. The original of the CPD will be held
by the selling office and a copy will be issued to the
client together with the policy.

Identifying Twisting
4.1 Client Initiated

The client may complain about suspected twisting. Any
such complaint received by the Hong Kong Federation of
Insurers or other party will be forwarded to the
selling office which must investigate and follow the
Same process as if it had itself discovered a
suspected incident of twisting (see 4.2). The selling
office must also write to the client to acknowledge
receipt of the complaint and commit to notify the
client within 60 days of receipt with the findings and
any suggested arrangements.

4.2 Selling Office Initiated

The selling office has a duty to control the
activities of its sales force. The office must
therefore monitor the CPDs to ensure that its agents
are complying with the process,

If during the monitoring the office discovers cases of
non-compliance, or is given reason to believe existing
policyholders may have suffered because of twisting by
its agents, they must investigate those cases and take
action. If twisting has occurred, action should
consist of the sanctions listed in 4.4 below. If
twisting has not Occurred, the agents involved should
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be re-trained in the compliance process to assure
future CPDs are completed correctly.

The office must recognize that the CPD will form an
important part of any investigation that may arise and
should therefore insist upon and provide training to
help agents to make adequate comments in those cases
where "no disadvantage" is claimed.

Non-Selling Office Initiated

If an office believes that existing or ex-
pPolicyholders have suffered because of twisting by
agents of other offices, it must investigate and will
have the right to ask the selling office for the
information listed on the Replacement Inquiry Form
("RIF") (see Appendix 11). ‘The selling office must
provide that informationlwithin 10 working days of the
request. If twisting has occurred, action should
consist of the sanctions listed in 4.4 below.

Once twisting is identified as likely to have
occurred, the offices concerned should attempt to
reach agreement. If it is agreed that twisting has
occurred, the selling office must immediately

4.4.1 report the agent to the Insurance Agents
Registration Board ("the Board") with a
recommendation for a suitable disciplinary
action,

4.4.2 suspend the agent from selling any further
business,

4.4.3 claw back the commission paid on the case/cases
in question, and

4.4.4 arrange terms for reinstatement of the pPolicies
that have been twisted, if the client so
wishes. These terms must, to the maximum
extent possible, allcw the client to return to
the same position he would have been in had the

policies not been twisted. This imposes an
obligation on the offices to keep the client's
interest foremost. Thus agreement must be

reached speedily within a period of 30 days.

The selling office must then write to the
client and inform him that:

. he may have been sold policies
unprofessionally;

. in view of this he may wish to end the
arrangements and reinstate the original
policies;
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. he should give his decision within 30
days;

the selling agent has been suspended and
has no further authority to represent
the selling office to the client.

4.5 If offices cannot agree either that twisting has
occurred or on the terms for reinstatement of the

which will rule. If it is concluded that twisting has
occurred, then the Board will direct the sanctions
4.4.2 - 4.4.4,. The decision of the Board will be
final.

4.6 For complaints to be investigated, they must be made
within two years of the issue date of the related
replacement life insurance policy.

Role of the Professional Standards Committee

The Professional Standards Committee of the Life Insurance
Council will monitor that the process is working
satisfactorily and is being complied with.

If during the monitoring, the Committee finds that an
office has not complied with the process, it will have the
right to seek cooperation from the office concerned. It
may ultimately recommend that the Life Insurance Council
terminate membership of that office if a clear pattern of
non-compliance is seen.
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CUSTOMER PROTECTION DECLARATION
FRRERNE

Selling Office & EH{RIA F]
Name of the Customer % 45
Name of the Agent (S it4

Proposal/Application No.in relation to this Declaration

FREGRNERE/ P RERY

Dear Customer ZF {1 :

Since you are considering the purchase of new life insurance, it is important that this form is properly completed as it demonstrates that your
financial interests have been protected. The agent will retain the original and a copy will be attached to your policy when it is issued. This
form is designed and introduced by the Life Insurance Council of the Hong Kong Federation of Insurers. It is an important part of the Code
of Practice for Life Insurance Replacement but does not form a part of any policy or contract between you and the insurer.

BTRESBBEMARRE ST B0EEE > UARRETHBMNEMNTN - REMREESRFNES » BIANERES
BFFERER b - ARGEHTERBRBORBASHREE - WBYE [REMETI] WETHG » BXELTHRENERES -

SECTION 1 £—# 47

If you do not have any existing policies or if you have any existing policies but do not intend to stop paying premiums on them or
significantly alter them, please tick the applicable box below and sign at the end of this section.

WETRELRFARE  AHRFREETMIEELANERRRENERTY  BEUTEE SR (v B> TEARHREES
*E -

1.1 [ 1 I declare that I do not have any existing life insurance policies.
FABRWH I BFFTEMUSALBHTENERRE -
1.2 [ 1 I declare that I have one or more existing life insurance policies. I do not, however, intend to stop paying premiums or

significantly alter them as a result of the purchase of any new life insurance under the aforesaid proposal/application.

FABURFE—HRU LRRRE - BEAATTEERERNERS FRENEREETE LA RTREN
REDEHERER -

Otherwise, please tick the following box, sign at the end of this section and complete Section 2.

MERABA - WELTHARAN [v] 8 ARERFHRES  RAEBEEZE BN -

1.3 [ ] I declare that I have one or more existing life insurance policies and in relation to my decision to buy new life insurance
under the aforesaid proposal/application, I intend to stop premiums or significantly alter my existing policies.
FABBRFHA—~HRULRBRRAL - FARRERENRORRS HHFEVEREY  MTESEAREE M
MRESEHEREY -

Date H#§ (DEMA/YE) Signature by the CustomerZ F £ Z

Declaration by the agent {GHE#EE] :
This Customer Protection Declaration is presented and explained to the abovenamed customer by me at

(Location) on (Date).
(D/M/Y)
* [FEFEEEHE] B (B # {( #85) HANBRZTFEdEF - YREMERE -
Date B (DA/MA/YH) Signature by the Agent (B E

SECTION 2 %%

If you have ticked 1.3 of Section 1, it is important that you understand the implications of any decision affecting your existing policies. The
agent will help you with this and before you make such an important decision you should ask the agent to fully explain the following points:
RIEE  WEATES —HORIEN [v] % B THERSAHAEHETEARENBE - CRTEARE—EEREH  AENE
WEE T THRARZE - B TEERNESAREUT & -



2.1 Benefit Hlustrations #2% 5% 8

Illustrations of the benefits you will receive from your existing policies or from any replacements will help you assess the relative merits of
the existing and suggested arrangements. However, such illustrations are not normally guaranteed and the actual outcome will depend on the
future performance of the policies in question.

TURE RN 7 RA REREMRROBMRER BSOS  HEDETRERLEREHES - BB 30 B B 1 2 0 o T R AT
RIRF ST 4 BB A B ERT o -

Please tick the box which most accurately describes your understanding of the financial merits of the new arrangements.

AREUTEEF#HAM [v] 38> RO T TGRSR S R85 -

[ 1 real or potential disadvantage [ 1 no disadvantage (the agent must comment below)
FEERBENTARE BERFRZE ((REXEETEHEMERE)

2.2 Insurability & it

If you effect new policies your state of health, occupation, recreational activities may be reviewed by the insurance company. You should be
aware that if any significant change has occurred you may be denied some cover or be charged a premium higher than standard.

WRATRTERRE - REEA TS EER THORBIRG - PSS - BTRNE £ LS EEEANE - BT ATRER A B R
HEMHBERHRE -
Please tick the box which most accurately describes your understanding of the insurability merits of the new arrangements.

REUTEETBAM (V] 58 KRBT TS MRS T RAER 828 -

[ 1 real or potential disadvantage [ 1] no disadvantage (the agent must comment below)
BEESBEN TGS BEFARE RBELEETEENEE)

2.3 Claims &%

A new policy may have different policy provisions and also may result in a new start for incontestability and suicide clause time periods.
- This could result in a claim being denied that would have been paid under an existing policy.

TR ELAT AERTHIRFIAG IR - T ELANFT AR [ RS RERMek) B [ EBE%] WRR - AEFHE - Bt > ERARE T ATBEY
FER - ERETTRE B ORIELR -

Please tick the box which most accurately describes your understanding of the claims eligibility merits of the new arrangements.

RELUTEEHAN (v UREET TRFSREENREMS 2 -

[ 1] real or potential disadvantage [ ] no disadvantage (the agent must comment below)
FRERBENATIZE REFFIRE (RELEATEHEWEE)

Comments by the Agent (If there is insufficient space, comments are to made on a separate piece of paper which should be signed by the
customer and the agent and attached to this Declaration.)

RELR (WERE  THNEER > EFAREYAEHELEE )

Other Information H %%}
Please state here any other information that you have been given by the agent which has affected your decision in regard to your existing policies.

WAER MR R T RBEAREFIENRE » BETEIIH -

When you have completed Section 2, please sign the following declaration. [T HBE —HH# » BEEFhBH -

Ideclare that I have read the contents of this section of the form and discussed them with the agent. Tunderstand and accept the financial and
other implications of changing my existing insurance arrangements.

FAEH : FACHMERREA RS BRI o AN T REIET HBRE R0 RS -

I hereby authorize the selling office to give either the Hong Kong Federation of Insurers or other parties as required for proper administration
of this Code of Practice a copy of this Customer Protection Declaration and any records or information in regard to the life insurance policy
I have taken out by means of the proposal/application mentioned in this Declaration.

FABHEHRRAT - RAAEEBNENLRRE HHETTEOBREE M RREH S ST T AT A RS
ARtE [EFREBAE] BIERLBAMTHRRES -

Date H#f (DAMH/Y4E) Signature by the Customer ZF &2

Declaration by the agent {CBEERH] :
[ declare that Thave explained fully the above listed points and related implications of the decision of the custorner in regard to the existing policies.

AN FANEHEFH#R LR LS » REREFTSRGBE -

Date H#1 (DA/MA/YE) ' Signature by the Agent \HEEE



10.

11.

12.

13,

14,

INSTRUCTION TO AGENT
R#E 3 5l

This Customer Protection Declaration forms an important part of the Code of Practice for Life Insurance Replacement which is a key
component of the Code of Practice for Administration of Insurance Agents.

FIEFREERNE] £ [RRWHEATH] WEENG  MELZNE [GRABEETA] WESARDE -

The whole process is to ensure those involved in selling life insurance act in good faith and at all times in the best interests of the client.
1t also serves to help protect the agent from subsequent allegation of mis-representation.

LHRFREERRERHEEASDARERS - % REEF WRIENS » D BRMRRAE , BRFERIERERGOR -

This Declaration shall be completed for each new individual life policy proposed/applied by a customer.

FERUEAENEESER/ B HEHFAASRREREZ .

It is comprised of three parts. The first part is for use of identification. Please fill in the full names of the customer and the agent as
well as the proposal/application number which relates to this Declaration.

FRAEEZHO - B THEREAEN > FF RREHEHBGL RIS /B .

Please ask the customer to complete Section 1 so as to identify whether a replacement of life insurance is to occur. The proposal will
not be accepted unless one, and only one, of the boxes is ticked.

FRAEF-BOHOEFAR  UEERRERNERAT LS - EFEEREFHREE (/] ¥ BRES A - -

The customer shall sign Section 1 and the agent shall countersign it and mark down the location and time the meeting is held.

FFRESNHEE  LhREEE  REHemamE R -

Section 2 shall be completed only if the customer has ticked 1.3 of Section 1.

WMEFER—WGHEIEE [v] %> AEHEE -0 -

The agent must fully explain and discuss with the customer any real or potential disadvantage of changing his/her existing insurance
arrangements in relation to benefit, insurability and claims eligibility.

REBEREEF RS - WREHEAS © TREMRE B S I B R B I R A

The agent must provide comment whenever “no disadvantage” is ticked against any of the points listed.

WEFFEFE_MGHIIEE > BE RERHRE] > RELEE—3E -

The agent shall advise the customer to record other information he is given which has affected the decision in regard to his existing
policies.

REARTEF G REREN MR » BB S E S SRR -

The agent shall read and explain the declaration in Section 2 to the customer before the customer signs it.

EEFBEZH_HMOBYN > AEANZFRLMERENAE -

The agent shall also declare on the form that he has explained fully the implications of the decision of the customer in regard to his
existing policies.

REVAERHENRYIE EF HRERE TSRO BE -

The Agent shall inform the customer that a copy of the Customer Protection Declaration will be attached to the policy when it is
issued.

REFERNES [EFREBVE] BEMEREERBHMESEL -

The Agent shall return the completed Customer Protection Declaration to the selling office together with the related proposal/
application form.

REBEFERY [FFRERNE ) BRAWNRRE HHECESSREAT -



APPENDIX 11

Life Insurance Council of the Hong Kong Federation of Insurers
Code of Practice for Life Insurance Replacement
REPLACEMENT INQUIRY FORM

To

From

Date

Re : Name of Agent

ID Card No.

Actions taken by the policyholders listed below lead us to believe that the above agent may be
twisting business from our account. Please send us all Customer Protection Declarations for
policies sold to these clients by the agent since . If any of the
CPDs show that “no disadvantage” was claimed in any part of Section 2, please also disclose the
information in respect of the relevant policies, namely, policy number, date of issue, term, policy
type and benefits illustration.

The Code of Practice for Life Insurance Replacement requires you to provide this information
within 10 working days.

List of Policyholders

Name ID Card No.

Signature

Name in Print

(RIF)





