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Foreword

“Be Prepared for Risks”

D it

There has been an increasing demand among the general public for
insurance with a view to securing sufficient cover for themselves and their
family members. Unfortunately, owing to the wide variety of insurance
products, not only do the general public have superficial knowledge of various
complicated insurance concepts, they might also have a low understanding
of their own insurance needs. Therefore, they need professional insurance
advice and quality services from trustworthy insurance companies and from
insurance intermediaries who are ethical and reliable.

“Keep One’s Words”

D i P

It is a motto of success of the insurance industry. In light of the combined
effects of stringent legislation and self-regulations, the Hong Kong insurance
industry has attained high international standards. As the insurance industry
stresses “trust” and “faith”, its steadiness is of paramount importance.
Insurance intermediaries must comply with the laws and possess high
standard of integrity in order to uphold insurance companies’ goodwill, live up
to their promises to the customers, and uphold the professional status of the
industry.

“Possess Capability and Integrity” f

D e i

These are two attributes every insurance intermediary must possess. To earn
trust from both their companies and their customers, not only must insurance
intermediaries have professional knowledge of insurance and insurance
selling techniques, they must also have good character, morals and personal
integrity. Over the long run, “survival of the fittest” will take effect, and only
those who possess both capability and integrity will become the mainstay of
the industry.

“Be United” r’

Insurance practitioners should get united in building up an “ethical” image
for their industry. It takes only a single event of corruption or malpractice to
tarnish the reputation of the whole industry and to shake the confidence of
the public in insurance practitioners. Management and frontline staff must
therefore work in concerted efforts to uphold the reputation of the industry as
being law-abiding and professional.



This practical guide is produced by the Independent Commission Against
Corruption (ICAC) in collaboration with the Office of the Commissioner of
Insurance, the self-regulatory bodies of the insurance industry and various
professional associations of insurance. The objectives are to enhance the
vigilance of the life insurance industry against potential corruption and fraud,
and strengthen insurance companies’ ability to manage the ethical conduct
of their staff, so that the risks of violations of laws and regulations are
reduced, contributing to long term success. This practical guide comprises
four chapters. Chapter One interprets the provisions of the Prevention of
Bribery Ordinance and of the industry’s codes of self-regulatory practices.
Chapter Two reminds life insurance intermediaries, through a case study,
of the importance of complying with laws and regulations and of ethics
management. Chapter Three points out the keys to ethics management,
explains in simple terms the profound methods of managing staff integrity,
and encourages united efforts of management and frontline staff in
upholding the reputation of the industry. Chapter Four gives an introduction
to the services that the ICAC, the Office of the Commissioner of Insurance
and various professional bodies respectively provide to the industry.

With the publication of this practical guide, | wish that every life insurance
practitioner, even though facing adversities, would observe the principles of
ethics strictly, be professional, act in accordance with their commitments, be
on guard against malpractices, and help the Hong Kong insurance industry
prosper further.

James Wong

Chairman

Organising Committee

Professional Ethics Programme for the Insurance Sector
January 2009



Small Clues Tell: Be Observant

“The Noble Means”

As illustrated by the cases handled by the ICAC which concerned the life
insurance industry, the major causes of the industry’s corruption problems
were “human” factors, with either frontline staff breaching the laws or the
management staff’'s negligence, giving rise to loopholes for illegal practices.
The following case illustrates the corruption, malpractice and mismanagement
issues which are more commonly found in the life insurance industry.

/ Characters:
Leader of Leader of
Dragon Team Golden Bull Team
Ada Charles
(switch to
another team)
Eva Benny David |« David Frankie
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Small Clues Tell: Be Observant

Bl Cohtents of CaselStddy
Episode 1

Dragon Team vs Golden Bull Team: each has its own strengths

In the face of fierce competition in the life insurance industry in recent years, practitioners all
try their best to achieve good business results by employing a wide variety of means. Ada and
Charles are both agency managers of the same life insurance company, leading the Dragon
Team and the Golden Bull Team respectively. Both of them are loyal and committed to their
jobs. Yet, owing to their different characters, different management styles are adopted.

Ada climbed up the corporate ladder through her own capability and diligence. She is goal-
orientated and attaches high importance to business results. She firmly believes that her
subordinates, just like her, are capable and self-disciplined. That is why she allows them
to give full play to their capability, and keeps intervention to the minimal so long as their
business goals are achieved. Under her leadership, Dragon Team becomes the best team in
the company with excellent business results. Seemingly, Dragon Team demonstrates better
initiative than Golden Bull Team in terms of work attitude, with tallying impressive business
results. Recently, Ada is busy working towards the company’s Annual Award for the Best
Performing Team. She puts constant pressure on her team members, turning a blind eye to
inappropriate behaviours for the sake of quick gains. This lays a time bomb to her team.

Charles is an upright and disciplined person, paying close attention to regulations and
rules. He adopts the “play safe” strategy for the sake of long term security, and requires
his subordinates to handle and follow up the affairs of customers with due care and proper
documentation, whether big or small. Under the leadership of Charles, Golden Bull Team's
annual results have been among the top three, and his excellent management is often
praised by the management. Also, Golden Bull Team receives very few complaints from
customers, thanks to the integrity and sincerity demonstrated by team members. Yet,
because Charles imposes stringent requirements on his subordinates and is very rigid, his
young subordinates often moan about his lengthy advice and reminders, failing to realise his
good intentions behind.

Episode 2
Young and daring: but aiming too high

David, a cousin of Ada and a former member of the Golden Bull Team, is new to the life
insurance agency profession. David is a talented insurance practitioner with diligence
and commitment, displaying good potentials. But as he is new to the industry and is not
conversant with the practices in the industry, he often makes mistakes. Once, David has
a Mainland customer who has come to Hong Kong to buy insurance for a very large sum
insured. However, as the customer does not hold a Hong Kong identity card and is not willing
to provide the data that a customers’ needs analysis form and a written declaration respectively
require, Charles instructs that the application should not be proceeded with unless the proper
procedures are followed to avoid future disputes on claims. As a result, David fails to secure
the deal and loses the opportunity to become the “Best Salesman” for the month.
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Small Clues Tell: Be Observant

Charles also finds that David is radical and pays little attention to the accuracy and details of
documents. Besides, David is too focused on new customers and on selling new policies,
hence neglecting old customers on “after sales services”. For instance, an old customer
wants to apply for an internet account so that he can handle insurance matters online. But
due to incorrect information provided by the customer by mistake, the arrangement was not
made even after the lapse of several months. David, upon receiving the enquiry from the
customer, just asks him to contact the customer services department without following up
the case himself. Eventually, the customer makes a complaint to Charles. In another case, a
customer submits a critical illness insurance claim due to heart disease. It turns out that this
customer has already had heart disease when he was young, but David, when dealing with
the customer’s insurance application, fails to remind him to declare such information.

Charles concludes that David needs to brush himself up further. He expresses that David
should handle matters more carefully and patiently, because these are what insurance
intermediaries are basically required to do and are basic selling techniques for broadening
customer bases — satisfied customers will introduce new customers.

Yet David is upset with the advice of Charles time and again albeit the good intentions. He
considers that Charles does things in an old-fashioned and inflexible manner, which will be an
obstacle to his business ambitions. After thinking through he finally decides to quit the company
in search of other opportunities. Half a year later, David re-enters the life insurance profession
and joins the Dragon Team after Ada’s (his cousin) strong persuasion.

Episode 3
Worries behind the glamourous surface

After joining the Dragon Team, David is appreciative of Ada’s decisive and straightforward
management style as a superior. He is glad that she is totally different from Charles and is
confident of achieving his great business ambitions under Ada’s guidance. However, in a
chat with Eva, a colleague of his, he hears her dissatisfaction with Ada for the first time.

Eva has been in the profession for around a year. Owing to her inexperience and narrow
customer base, she has trouble meeting monthly sales targets. She is not happy that Ada
reproaches her frequently and unreasonably for her failure in achieving sales targets, and
gives her too little guidance. Even when Eva is praised by customers for handling their policies
attentively and taking good care of every detail, Ada is not impressed and this upsets Eva.

Anxious to meet her sales target, Eva meets a close friend, Joe, and proposes an insurance
plan to him at a 30% discount. Although Eva knows well that giving a discount is against
the relevant code of practice, she cannot help but do this in order to keep her job and to
please her superior, thinking that this will cost nothing to the company anyway. On hearing
her story, Benny, her colleague thinks that Eva is too silly to pay premiums out of her own
pocket to the company. Benny encourages Eva to stop paying further premiums shortly after
the policy commences, so as to enable her to earn commissions and avoid a long term loss
of income. Although Eva considers this to be a good method, she is not sure whether it is
the right thing to do...
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Episode 4
Dark side of the Dragon Star

Benny is the most competent subordinate in Ada’s eyes. He has achieved record high business
volumes a number of times, and is the “Star of Dragon” for three consecutive years for best
business performance. He is slick and handles affairs smoothly, knowing well that Ada’s trust
and appreciation can be earned by producing good business results. Yet, keeping Ada in the
dark, he employs a wide variety of methods in contravention of the relevant laws and rules to
achieve good business results with a view to personal gains.

Benny has frequent social gatherings with his customers, and is used to selling insurance at
mahjong tables. When applying for insurance, his customer, Mr Lee, discloses that he is a
smoker. In spite of this, Benny, in order to please Mr Lee with lower premiums, suggests him
to declare himself as a “non-smoker”. He also promises to help Mr Lee from within in case
an insurance claim is to be filed to ensure that he will get paid without difficulty.

Another customer, Mr Lai, who has bought life insurance through Benny just a year ago, is
persuaded by Benny to replace this insurance with a new unit-linked life insurance policy. Benny
advises Mr Lai to cancel the old policy so as to reduce his financial burden. In order to sell new
policies for the sake of better business results and more commission income, Benny avoids
mentioning about the losses Mr Lai will likely suffer from as a result of policy replacements.

Benny’s imprudent selling techniques have led to complaints from some customers. A
Mr Hung gets a sprain when skiing in Japan a month ago and is admitted to hospital for
treatment. Fortunately, the injury is not too serious and he is released from the hospital on
the same day. Thinking that he can claim insurance payments for the medical costs when
returning to Hong Kong, Mr Hung is surprised when Benny told him that according to the
insurance clauses, he must have been hospitalised before getting paid. Mr Hung points out
that Benny has never explained the contents of the policy and its claims provisions clearly
to him, thus making him believe that treatment at hospital is all that is required for medical
insurance payments. Benny even asks Mr Hung to call the Customer Services Department
to pursue his claim if he is not satisfied. Mr Hung was furious and said he would complain to
Benny’s superior about this. Benny’s unbridled attitude can be explained by his being spoiled
by Ada, who pays little attention to customers that buy insurance with small sums insured
and who treats their complaints coldly.

Episode 5

Being in dilemma

Adding together his observations, David starts to realise that the Dragon Team in fact has
many problems which Ada has not dealt with squarely. David has tried to go to Ada for
guidance when facing difficulties at work, only to find no response from her. For instance,
he once attempts to seek Ada’s opinion on a group medical insurance plan for employees
with a Mr Tong of the New Generation Group. Yet Ada is occupied with her own business
and merely instructs David to ensure that the deal can be closed at all costs, provided that
no illegal practices are employed. She also urges David to follow the example of Benny by
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dressing up when seeing customers to build a professional image because people generally
judge others initially by their outlook.

David accepts Ada’s advice. On the way to shopping for new clothes, he meets Frankie,
his former colleague at Golden Bull Team, and they decide to get together for a drink.
David says to Frankie that he misses Charles’s attentive guidance, and starts to realise
the reasons behind of his acts. In fact, the Golden Bull Team has been among the best
performing teams in the company. Charles often warns his team members against improper
ways to achieve business results. He assesses his team members’ performance not merely
by their individual business results, but also by their professional conduct. In a nutshell,
Charles requires his team members to acquire success through “the noble means”. Frankie
tells David that Dragon Team’s Benny often employs unscrupulous means to achieve his
goals. For instance, he succeeded in becoming “Star of Dragon” last year by conspiring
with a colleague to “borrow policies” in order to achieve better business results and higher
commissions. On hearing these, David begins to feel worried about the future of Dragon
Team and cast doubts on Ada’s leadership. He gradually realises that he might have blamed
Charles wrongly.

David meets Mr Tong, Personnel Manager of a big customer, the New Generation Group,
to discuss the group medical insurance plan for employees. Mr Tong is satisfied with
David’s proposal, and says that he will recommend his company to buy this insurance
plan. While David secretly applauds his success in making a deal, Mr Tong says
unexpectedly that the Group is about to hold a staff function and he is having difficulties in
identifying prizes for the lucky draw. He then asks David to sponsor prizes. While David is
hesitating, Mr Tong changes his tone immediately and says he needs to consider further
before deciding on the insurance plan.

Episode 6

ICAC comes to action

After leaving the New Generation Group, David realises that the situation is far from
good. He hurries back to the company to discuss with Ada what to do next. Back to the
company, he at once sees Benny and Ada on the way out, individually accompanied
by ICAC investigators. In a state of shock, he learns from Eva that Benny conspires
with a customer to fabricate a traffic accident on the Mainland and to bribe the relevant
officers to make up a traffic accident and a medical report, with a view to deceiving the
company of insurance money, hence being arrested by the ICAC. Ada, being Benny’s
superior, is suspected of shielding her subordinate for illegal acts and has to assist in
the ICAC investigation too. Eva says that fortunately she did not meet Benny’s request
to “lend him policies” last year to enable him to fabricate business results; otherwise,
she will have been arrested as well.

Still shocked by what has happened, David is worried on one hand that Ada (his
cousin) might be implicated in the criminal act, yet is relieved on the other hand that he
has not acted recklessly and took the wrong road. Right then, he recalls the advices of
Charles...
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