Professional Insurance Brokers Association

Overview of Sample Compliance Manuals
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Outline:

1. Purpose of Compliance Manuals (& #2 3-1ff)
= Enactment of the Insurance Companies (Amendment)

Ordinance ( {f=Rfz 3 (1B5] ) 1RHI) )

= |A’s (fREZE) new regulatory and licensing regime (2 & & 2§

Y

2. Structure and Contents of Compliance Manuals

Ve

= Compliance Manual for Senior Management Staff (§&&

HAE)
= Compliance Manual for Technical Representatives (Broker)
(FEFFCER (AE4D))
ReedSmith
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Purpose of the Compliance Manuals

= Enactment of the Amendment Ordinance ({25] 1&41)

= Prior to the Insurance Companies (Amendment)
Ordinance:-

= Office of the Commissioner of Insurance (OCI) ({fRE /&)
= 3 self-regulatory organizations (BE R E#18) of
insurance intermediaries (fRfEH 7T A):-
: Professional Insurance Brokers Association (PIBA) (

= Hong Kong Confederatlon of Insurance Brokers (CIB)

EEEEEEE
= Insurance Agents Registration Board (IARB) (fRF 1t
B S5 Z EE) under the Hong Kong Federation of
Insurers (HKFI) (& & RiEZEHE ReedSmith
Richards Butler
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Purpose of the Compliance Manuals (cont’d)

= Enpactment of the Amendment Ordinance{&z] &4l

= Enacted on 10 July 2015

= Most important regulatory reform in insurance sector since
the passage of the previous Insurance Companies
Ordinance ({&RFE 22 SEAI) in 1993

= |Implemented in three stages
= Stage 1 — Preparation (7 December 2015)
= Stage 2 — Supervision of insurers (26 June 2017)

= Stage 3 — Supervision of intermediaries (23 September
2019)

ReedSmith
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Purpose of the Compliance Manuals (cont’d)

IA’s new licensing and requlatory regime (2% 5 IR EIE)

= Key changes to Amendment Ordinance:-

= Establishment of an independent Insurance Authority to
take over the duties of the OCI and the three self-regulatory
organizations

= New licensing and regulatory regime for insurance
intermediaries

ReedSmith
Richards Butler
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Purpose of the Compliance Manuals (cont’d)

IA’s new licensing and regulatory regime (2558 IR EEIE)

= Functions and powers of |A:

= Sole regulator to license and supervise all insurance
Intermediaries in Hong Kong, and to ensure their
compliance with Insurance Ordinance and relevant
regulations, rules, codes and guidelines.

= Responsible for promoting and encouraging proper
standards of conduct of insurance intermediaries.

u Re%ulatory powers (2551 7]) in relation to licensing
(3%h%), inspection (EZ£2), investigation (s&) and
disciplinary sanctions (402 & 7).

ReedSmith
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14 15 R 16 A8 AT




Purpose of the Compliance Manuals (cont’d)

= 2 sample Compliance Manuals:-

= Sample Compliance Manual for Members’ senior
management staff; and

= Sample Compliance Manual for Members’ technical
representatives (broker).

= Assist compliance with conduct and compliance requirements
under IO, relevant ordinances, rules, regulations, guidelines
and codes issued by |IA and other authorities.

= For reference only and may be adapted as necessary
depending on Member’s business structure and operations.

= PIBA assumes no responsibility for the contents of the
manuals. Seek independent legal advice regarding
contents of own manuals.
ReedSmith

Richards Butler
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Structure of Compliance Manuals
Structure
= Partl
= Section 1 — Interpretation (€ )
= Section 2 — Introduction (f§77)
= Partll
= Section 3 - Overview of the member company (‘2 S 7T)
= Partlll
= Section 4 — Licensing (3% h#)

= Section 5 — Conduct ¥£~F and Competence requirements (

BEREIRE)
= Section 6 — Specific Regulations and Procedures
(FERENEZER) ReedSmith

Richards Butler
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Structure of Compliance Manuals (contd)

Structure

= Part lll (contd)
= Section 7 — Conflicts of Interests (F]z= &%)
= Section 8 — Data Protection Policy (B RHR & EER)
= Section 9 — Prevention of Money Laundering (P75 LB %t B )
= Section 10 — Prevention of Bribery (Ff LE 85 8&)
= Section 11 — Handing of Complaints (1&zF&128)
= Section 12 — Insurance Authority (FREZF)
= PartlV
= Appendices (Hf#%)

ReedSmith
Richards Butler

14 15 R 16 A8 AT




Contents of Compliance Manuals

Part |

Section 1 — Interpretation (E )

= Certain terms used in the manuals will be defined e.g. short
forms for the names of various ordinances or |IA guidelines.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part |
Section 2 — Introduction (f§7})

2.1 Purpose of Manual

= Background to IA taking over self-regulatory organizations
including PIBA.

= New statutory and licensing regime under the Insurance
Ordinance.

= Manual prepared to assist the broker company and its licensed
persons / staff to comply with the various conduct and
compliance requirements (#&<F kS E) under the 10, Code
of Conduct, guidelines issued by the IA, as well as other
relevant ordinances by providing a set of internal guidelines,

controls and procedures. ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part |

Section 2 - Introduction

2.2 General principles (/& 8l)

= Policies and procedures of the Company subject to change.
Right of the Company to amend and supplement the Manual
from time to time.

= Contents of Manual intended only for use by licensed persons/
senior management staff of the Company.

* Recipients of Manual must not disseminate/ reproduce Manual
without prior approval of Company.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part |
Section 2 - Introduction

2.3 Obligations of Licensed Persons (%% A1) and
Senior Management Staff (EEEIEAS)

» Licensed persons and senior management staff to act in
conformity with their own and the Company’s responsibilities
under the regulatory regime, and to be familiar with the
Manual.

= Consult the compliance officer (§#Z &) or RO (& A) if any
compliance question.

= Sign and return acknowledgement of receipt form.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part |

Section 2 - Introduction

2.4 Non-compliance with the Manual

= Failure to adhere to requirements in Manual may result in
internal disciplinary actions including termination of
employment or appointment.

= Company may report inappropriate activities of a licensed
person to the |IA or other relevant authorities and law
enforcement bodies, which could give rise to investigations,
disciplinary actions and prosecutions.

= Disciplinary powers of the IA will be elaborated in section 12.4

of the Manual. ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 3 — Overview of the Company

3.1 Details of the Company's licence (F£H8) and other
particulars

= Details regarding the Company'’s IA licence no., registered
lines of business (X528 5!) (e.g. general business (—#%
#7%), long term business (FREIZEFX) etc.).

= To be completed and updated by member company.

ReedSmith
Richards Butler

14 15 R 16 A8 AT




Contents of Compliance Manuals (contd)

Part Il

Section 3 — Overview of the Company

3.2 Details of Senior Management Staff and Licensed
Persons

= Names of Company’s: directors , ROs (& A), compliance
officer (% FE 1), head of HR (A L&), head of accounting (&
aTHER) etc

= To be completed and updated by member company.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 3 — Overview of the Company

3.3 Shareholding structure (BZ#45#8) and organisational
chart (2B & 4515 E])

= For reference only.

= To be modified depending on the member company’s own
corporate structure and operational structure.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 3 — Overview of the Company

For medium / large sized companies:

3.4 Departmental duties and functions

= Sets out the duties and functions of each department of the
Company. e.g. Compliance, HR, Accounting and Finance, IT,
PR and Marketing etc.

= To be modified depending on member company’s operational /
departmental structure.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 3 — Overview of the Company

For medium / large sized companies (contd):

3.5 Key staff roles and duties

= Sets out the roles and duties of key members of staff of the
Company e.g. ROs (BEE A), TRs (37 103K) , Compliance
Officer (5#E1E), Money Laundering Responsible Officer (7%
¥ 5E1T), Data Protection Officer (B 1 fri& F 1),
respective heads of various departments e.g. Head of HR,
Accounting & Finance, IT, etc.

= To be modified depending on the member company’s

operational structure. ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 3 — Overview of the Company

For smaller companies:

3.4 Key staff roles and duties

= Sets out the duties and functions of key staff members
including ROs, TRs, Compliance Officer and Money
Laundering Responsible Officer

= To be modified depending on member company’s operational /
departmental structure.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 4 — Licensing (§% &)

4.1 Requirements for licence / approval (520]) and licensing criteria

=  Who needs to be licensed?
= Persons carrying out “regulated activities” (X & & E))

EE 11

= Definitions of “regulated activity”, “material decision” (E&8##R*E), “regulated
advice” (XHRERR)

= Penalties for contravention of section 64G of 10 (i.e. carrying out regulated
activities without licence)

= Types of licences/ approval

= 2 types of licence —insurance broker company licence and TR (broker)
licence.

= Licence of the Company
= Approval as RO
= Criteria for approval as RO under section 64ZF of 10.
= Licence of TRs ReedSmlth
= Licensing criteria for TRs under section 64ZC of IO0.  Rjchards Butler
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Contents of Compliance Manuals (contd)
Part il

Section 4 — Licensing

4.2 Application procedures

= Transitional arrangements for existing broker companies, chief executives and TRs

= Deemed licensees during the 3-year transitional period (until 22 September 2022)
if validly registered with PIBA before 23 Sep 2019

= Arrangements to be made by IA on application procedures for formal licences
after transitional period

=  Submitting approval / licence application to IA
= Prescribed forms for application to IA for appointment of RO and of TR licence
=  Paper submission or electronic submission

= Company may require new staff or existing staff with changing responsibilities to
disclose information for the handling of licensing matters

= Decision of IA on licence/ approval application

= |A may reject the application or grant the licence/ approval (with or without
conditions)

= ]Ato give the applicant a notice in writing of the application result

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 4 — Licensing

4.3 Ongoing obligations

= Brief overview of ongoing obligations, including:-
= Fit and proper requirements (%8 = A %) (details in Section 5.10)
= Conduct requirements ($&<F#R 1) (details in Sections 5.1 to 5.9)
= CPD requirements (details in Section 5.11)

= Requirements for Company under Insurance Financial Rules
= Share capital
= Net assets
= Professional indemnity insurance
= Client account and client reconciliation statements
= Keeping of proper books and accounts
= Audited financial statements

=  Auditor’s report ReedSmlth
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 4 — Licensing

4.4 Renewal of licence

= Company and TR licence valid for 3 years

= Renewal of licence application to be made no later than 45 days
before expiry of licence

= Factors to be considered by IA same as those for a new application

= RO not required to renew approval

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 4 — Licensing

4.5 Suspension (FiFHEH) and revocation (#{88) of licence

= Circumstances where:-
= Licence of Company and TR may be revoked / suspended
= Approval of RO may be revoked

= Revocation or suspension of licence does not affect any
agreement, transaction or arrangement entered into or
arranged by the Company or TR

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 4 — Licensing

4.6 Notification of changes / incidents

= Notification of changes in the Company’s TR / RO and their particulars, including:-
= Termination of appointment of RO/ TR (Form N1)
=  Appointment of new TR (Form N2)
= Changes in particulars of TR (Form N3)
= Changes in particulars of the Company (Form N4)
= For other changes, notification by way of original signed letter to the IA
= Notification of other events/ incidents

= For example, winding up of Company, bankruptcy of directors or TRs of Company,
disciplinary actions / criminal conviction of Company/ TRs, material breaches of 10
or rules/ guidelines of IA, material incidents etc.

= RO and CO responsible for assessing whether a breach or an incident is material
and requires reporting to the 1A

= Notification of appointment or change of auditor

= Notification of change of director or controller of Company

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part Il

Section 4 — Licensing

4.7 Restriction on activities of unlicensed staff

Staff who are not licensed or whose licences have been
suspended or revoked cannot participate in regulated activities

Potential termination of employment or disciplinary action the
event of failure to comply with this requirement

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.1 Conduct requirements

= Statutory conduct requirements for broker companies under
sections 90 and 92 of 10

= Brief overview of “Code of Conduct for Licensed Insurance
Brokers” (“Code of Conduct”) (¥ <F<F 8l) which includes the
standards and practices relating to each of the 8 General
Principles (GP 1 to GP 8)

ReedSmith
Richards Butler

14 15 R 16 A8 AT




Contents of Compliance Manuals (contd)
Part Il

Section 5 — Conduct & Competence Requirements

5.2 Honesty and inteqrity (G E &5 1E)

= GP1 — Brokers to act honestly, ethically, with integrity and
good faith

= Summary of the expected standards and practices relating to
GP1 as set out in the Code of Conduct, in relation to:-

= Accurate representations and presentation

= Compliance with laws, rules, requirements of IA etc
= No harassment, coercion or undue influence

= Prevention of bribery (more details in Section 10)

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part lll

Section 5 — Conduct & Competence Requirements

5.3 Acting in the best interest of clients and treating
clients fairly (USRS EZEPNRENSTET2FEHEFER)

= GP2 - Brokers to act in the best interests of clients and treat
clients fairly.

= Summary of the expected standards and practices relating to
GP2 as set out in the Code of Conduct, in relation to:-

= Acting in clients’ best interests, being impartial, objective
and fair

= Sourcing and recommending insurance products from
sufficient range of insurers.

= Giving fair and impartial regulated advice in client’s best

interests. ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements
5.4 Exercising care, skill and diligence (L{;E18 - 1 I5F1Z8 1
BED

= GP3 - Brokers to act with due care, skill and diligence.

= Summary of the expected standards and practices relating to GP3
as set out in the Code of Conduct, in relation to:-

= Meeting the standards expected of a reasonable and prudent
licensed insurance broker

= Handling of application and claim forms

= Carrying out client’s instructions

= Protecting client’s privacy and confidentiality
= Record keeping

= Cooling off period

_ _ o | ReedSmith
= Assistance in relation to insurance claims Richards Butler
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Contents of Compliance Manuals (contd)
Part lll

Section 5 — Conduct & Competence Requirements

5.5 Competence to advise (BFFIEHER)

= GP4 - Brokers to possess appropriate levels of professional
knowledge and experience.

= Product knowledge

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.6 Disclosure of information (=} &)

= GP5 — Brokers to provide clients with accurate and adequate
information to enable them to make informed decisions

= Summary of the expected standards and practices relating to
GP5 as set out in the Code of Conduct, in relation to:-

= Disclosure in relation to identity and capacity

= Disclosure in relation to insurance products

= Disclosure in relation to a policy holder’s obligations

= Client agreements and terms of business with clients

= Disclosure in relation to a client referred by another person

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part Il

Section 5 — Conduct & Competence Requirements

5.7 Suitability of advice (E RIS EM)

= GP6 — Brokers’ regulated advice to be suitable for client taking into
account client’s circumstances.

=  Summary of the expected standards and practices relating to GP6 as
set out in the Code of Conduct, in relation to:-

= Conducting suitability assessment with clients
= Recommendations given by TR to client

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.8 Conflicts of interest (FlZ=#12%)

= GP7 — Brokers to use best endeavours to avoid conflicts of interests,
and to manage any conflict with appropriate disclosure.

=  Summary of the expected standards and practices relating to GP7 as
set out in the Code of Conduct, in relation to:-

= Avoiding potential conflict by providing disclosure in relation to
remuneration

= Addressing potential conflicts of interests regarding relations with
insurers

= Avoiding allowing own interests to influence the client’s decision
e.g. another business or occupation

=  Conflicts of interest to be elaborated in Section 7 of Manual

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.9 Handling of client assets (EE & &)

= (GP8 — Brokers to have sufficient safeguards to protect client
assets received by the broker

= Handling of client monies in accordance with the relevant
rules.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.10 Fit and proper requirements

= Matters to be considered under |A’s “Guideline on Fit and Proper Criteria for Licensed
Insurance Intermediaries” and the 10 include:-

= Education or other qualifications or experience of the person

= Person’s ability to carry on a regulated activity competently, honestly and fairly
= Reputation, character, reliability and integrity of the person

= Person’s financial status or insolvency

=  Whether any disciplinary action has been taken against the person

= Any information in the possession of the IA relating to e.g. other companies in the
person’s group of companies

=  State of affairs of any other business which the person carries on or proposes to
carry on

= Present or past conduct of the person
=  Compliance with any code of conduct issued by the IA

= Company to look into the background and references of persons applying to become a

licensed person of the Company Reedsm][h
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.11 Continuing Professional Development (35& = %12 3)

= Qverview of CPD requirements with reference to “Guideline on Continuing
Professional Development for Licensed Insurance Intermediaries” issued by
the IA (“CPD Guideline”)

=  Number of CPD hours required — transitional / special arrangements for (i) TRs
registered with PIBA before 23 Sep 2019 (ii) TRs granted a licence on or after
23 Sep 2019 to 31 July 2021 and (iii) TRs licensed from 1 Aug 2021 onwards

= 8 types of qualified CPD activities
= E-learning activities
= Merger of assessment periods under |A’s circular

= TRs responsible for maintaining their own CPD / Training Attendance Record —
Appendix 1 of Manual

= |A to release details of CPD reporting procedures in due course.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 5 — Conduct & Competence Requirements

5.12 Conduct requirements under the Mandatory
Provident Fund Schemes Ordinance (“MPFSO”) ( (&4
BT ENE B )

= For MPF intermediaries registered with the MPF Schemes
Authority as intermediary to carry on regulated activities in
relation to MPF Schemes under the MPFSO

=  Statutory conduct requirements under section 34ZL of MPFSO

=  Staff to refer to “Guidelines on Conduct Requirements for
Registered Intermediaries” issued by MPF Schemes Authority
for further guidance

ReedSmith
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Contents of Compliance Manuals (contd)
Part lll

Section 6 — Specific Requlations and Procedures

A. For Long Term Insurance Policies (EEJ{RE{RE)
6.1 Product due diligence (& an = I ;A E)

Assessment of nature and key features of insurance products

Level of due diligence on products

Enquiries with insurer

Due diligence on insurer

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.2 Know your client and customer due diligence (CDD) (EEEHEE)

= Company and TRs required with comply with specified CDD requirements in
accordance with Anti-Money Laundering Ordinance

=  Summary of CDD procedures required under |A’s “Guideline on Anti-Money
Laundering and Counter-Terrorist Financing”

= What are CDD measures — customer identification and customer identity
verification

=  When should CDD be carried out — circumstances under which CDD should be
carried out, and ongoing CDD monitoring required

= Types of identification information to be obtained from different types of
customers (e.g. natural person, legal persons, trust etc), and examples of
appropriate verification documents

= |dentification and verification of ultimate beneficial owners, or persons
purporting to act on behalf of client ReedSmll;h
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Contents of Compliance Manuals (contd)
Part |l

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.3 Client agreement (£ B ##:%)

= To set out the terms and conditions of business for Company
to carry out regulated activites

= Modes of entering into client agreement

= Form of client agreement in Appendix 6

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.4 Record Keeping and documentation requirements

= Company and TRs required to keep proper records

= Refer to Sections 9.5 and 11.4 of Manual

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part Il

Section 6 — Specific Reqgulations and Procedures
A. For Long Term Insurance Policies

6.5 Financial needs analysis (“FNA”) (B1¥55E 2 7 1)
= Purpose of FNA

= Types of life insurance policies for which FNA must be carried out, i.e.
Life and Annuity, and Linked Long Term

= [nformation to be collected from clients—Appendix 2 of Manual for
copy of FNA template from IA’s “Guideline on Financial Needs
Analysis” (“FNA Guideline”)

= Documentation and signatures
= Matters to consider before making recommendation

= TRs to refer to FNA Guidance for further guidance

ReedSmith
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Contents of Compliance Manuals (contd)
Part Il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.6 Risk profile questionnaire (applicable to ILAS
products) (J3 k& EEBE R E)

= Where an ILAS (investment linked assurance schemes)
product is considered as a potentially suitable option, TR to
assess customer’s investment risk appetite via completing a
Risk Profile Questionnaire

= Factors to consider in the Questionnaire

ReedSmith
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Contents of Compliance Manuals (contd)
Part il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.7 Product recommendation

= Provision of insurance options

= Handling of mismatch cases (#5fic) (where the insurance product
recommended does not meet the needs and circumstances of the
customer)

= Sale process for ILAS products

= Suitability of ILAS products to be assessed based on customer’s
circumstances, and associated risks to be fully disclosed to
customer

= Appendix 3 of Manual for indicative sale flow of ILAS products as
extracted from |IA’s “Guideline on Sale of Investment-Linked
Assurance Scheme Products” .
y ReedSmith
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Contents of Compliance Manuals (contd)
Part Il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.8 Benefit illustrations (Flz5:7AR)

= Benefit illustration prepared by insurer showing projected
surrender values (FAETRIR35&2 £ %8) and death benefits (5
fZ{E%8) of life insurance policy

=  Minimum information specified in the |A’s “Guideline on Benefit
lllustrations for Long Term Insurance Policies”

ReedSmith
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Contents of Compliance Manuals (contd)
Part Il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.9 Important facts statement (EEESRNERRE) /
applicant's declarations (EFi5 AEHHZE) (for ILAS products)

= |mportant facts statement

= Prepared by insurer in relation to insurance product,
containing key product features, associated risks and fees
structure

= Applicant’s Declaration

= Client to declare that he has read and understood the
product brochure and illustration documents etc

ReedSmith
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Contents of Compliance Manuals (contd)
Part |l

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.10 Handling of premiums

= Forlong term insurance policies, all premiums to be paid
directly by client to insurer

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.11 Policy delivery and cooling-off periods (/2 53 f)

= What is a cooling-off period? 21 days following the day of
delivery of life insurance policy or cooling-off notice (whichever
is earlier)

= Ways in which TRs can draw policy holder’s attention to
cooling-off period

ReedSmith
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Contents of Compliance Manuals (contd)
Part lll

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.12 Policy replacement ({RE iE{R)

= TRs to take all reasonable steps to ascertain whether customer
is purchasing the life insurance policy as a policy replacement

= TRs to refer to Appendix A to I1A’s “Guideline on Long Term
Insurance Policy Replacement” for the minimum questions to
be asked of clients during the sales process

ReedSmith
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Contents of Compliance Manuals (contd)
Part lll

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.13 Post-sale controls (&1 EZ %)

= What are post-sale controls?

= Insurer to send to client the policy and copies of signed
declarations

= |nsurer to make post-sale confirmation calls to policy holder

= TRs to remind customers of importance of post-sale calls and
the cooling off period, and to provide all necessary cooperation
in liaising with insurer and policy holder

ReedSmith
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Contents of Compliance Manuals (contd)
Part Il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.14 Fund switching (i58) and redemption (F&[0])
(applicable to ILAS products)

= TRs to ensure customers are aware of the possible risks
associated with switching investment choices or placing top-up
investment after policy inception that may become inconsistent
with their risk profile

= TRs to advise customers of any fund-switching charges as well
as penalty on encashment charges arising from early
redemption of policies

ReedSmith
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Contents of Compliance Manuals (contd)
Part lll

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.15 Renewal of policies ((&{F)

= TRs to assist clients promptly in relation to any requests for
renewal of policies

ReedSmith
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Contents of Compliance Manuals (contd)
Part Il

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.16 Confidentiality of client information

= All TRs to treat information in relation to client confidential and
not use or disclose it other than for the purposes of collection,
or with written consent of client, or for purpose of complying
with laws

= TRs to comply with PDPO and refer to section 8 of Manual for
further guidance

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part lll

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.17 Referral of business (¥77)

= Where a client is referred to the Company by a referrer, TR
should disclose certain information to client before arranging
insurance policy

= referrer does not represent the Company

= the Company will be responsible for arranging the
insurance policy etc.

= TRs to refer to Appendix 7 of Manual for template of a referral
agreement between Company and a referrer.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part lll

Section 6 — Specific Requlations and Procedures
A. For Long Term Insurance Policies

6.18 Claims procedures (Z{g)

= \Where approached by client for assistance, TR to provide
client with reasonable assistance in submitting claims and
exercise due care to discharge all obligations that are within
the scope of Company’s services

=  Steps to be taken by TR in handling of claims forms

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies (—fi% {R &
6.19 Client agreement (& FE{#:5%)

= What a client agreement is.

= How a client agreement may be entered into.
= Providing copy to client and keeping proper records.

= Appendix 6 of Manual — Sample client agreement

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies

6.20 Insurance quotation (IR{&)

= Process of seeking insurance quotation from insurer.

» Licensed persons and senior management staff are reminded
to take proper care in negotiations with the insurer, and ensure
proper documentation.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies

6.21 Insurance placement ( #2{R )

* Process of insurance placement where client decides to apply
for insurance policy.

= Role of TRs:-

= carry out client’s instructions promptly and accurately

= Remind client of responsibility to ensure accuracy and
completeness of information in application forms

= Not submit form without client’s authority or i ;
confirming contents with client. g}éc%l?ﬁ%%uﬂer
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies
6.22 Handling of premiums ( (REEIE)

= Subject to agreement between company and insurer.

= Collect premiums from client then remit to premiums to
insurer OR client to pay premium to insurer directly.

= Roles of TRs:-

= deliver client monies received to Company as soon as
practicable upon receipt

= Avoid mixing client monies with Company’s _
under the Insurance Financial Rules. gg{(‘%{aﬁiﬂuﬂ@
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies
6.23 Policy Delivery (& E 32 {)

= Insurer may deliver policy documents:-

= to company first to be passed to client ; or
= directly to the client,

= Role of TRs in above 2 scenarios:
= closely monitor process
= liaise with insurers (where necessary)

= ensure pollcy documents are delivered to  ReedSmilh
. Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies

6.24 Renewal of policies (£&{F)

= Role of TRs:-

= Assist clients promptly in relation to renewal requests and in
re-negotiating terms with insurer.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies
6.25 Confidentiality of client information ( EEERH{RZ )
= Role of TRs:-

= Duty to keep client information confidential and not disclose
the same other than:-
= for carrying on the regulated activities
= with the written consent of the client; or
= for compliance with applicable laws or regulations.

= Section 8 of Manual — dealing with personal data of clients

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies

6.26 Record keeping ( fEF4C &% ) and documentation
requirements

= Elaborated in sections 9.5 and 11.4 of the Manual

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies
6.27 Referral of business (7))

= Role of TRs — disclose to client that:-

= Client should deal directly with company (not referrer).
= Referrer does not represent company
= Company/ TR disclaims liability for advice given by referrer.

= Premium to be paid directly to Company / Insurer (not
referrer)

= Appendix 7 - Template referral agreement ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 6 —Specific Regulations and Procedure

B. For General Insurance Policies
6.28 Claims procedures ({R & RIS F48)

= Role of TRs where approached by clients for assistance in
submitting claims:-

= pass on any relevant information received from the client to
the insurer as soon as practicable;

= take proper care in completing or handling any claims forms
on behalf of the client.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 7 — Conflicts of Interest (FlZ=#13)

7.1 Overview

= \When a conflict of interest situation arises.

= Duty of licensed persons and senior management staff to
avoid situations that may present conflict.

= Cross—reference to section 5.8 of Manual

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 7 — Conflicts of Interest

7.2 Disclosure of conflicts of interests (FlZ5 &1 K E)

= Duty of licensed persons and senior management staff to
disclose actual or potential conflicts of interest to RO and CO.

= Not to (without prior disclosure to and written consent of the
Company):-

= undertake any outside business activity or occupation;
= rebate any part of the compensation received from the

Company;
= accept from any person, other than the Company, benefits
as a a bonus, commission, fee. ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 7 — Conflicts of Interest

7.3 ldentification and handling of conflicts of interests

= Licensed Persons and Senior Management Staff to discontinue
advising or dealing with the client and immediately advise
RO(s).

= Disclosures of an interest or conflict to be documented in
writing and client’s written acknowledgement to be obtained.

= Provide copy of client acknowledgment to RO(s) or CO.

= Priority given to the client and the Company’s interest over
licensed person’s/ senior management staff individual interest.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 7 — Conflicts of Interest
7.4 Segreqation of duties (li &% 1)

= (Certain functions must be allocated to different staff of the
Company.

= E.g. sales and client service activities; accounting activities,
risk management activities, IT systems, recruitment and
training, compliance etc.

* Functions cannot be merged without the approval from the
Senior Management Staff

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part |l

Section 8 — Data Protection Policy (B RHREEE

8.1 General Principles
= Personal Data (Privacy) Ordinance (Cap. 486) ( (B AZR(FLARE)EHA) )
= Office of the Privacy Commissioner for Personal Data (A AERFABEENE)

= Core terms: “personal data” ( “BAER"), “data user” (“BErHEAE"), “data
subject” (“BREE AN
= 6 Data Protection Principles (DPPs) ( fREEERIRA ) :

=  DPP 1 - Purpose and Manner of Collection of Personal Data )551/R 8l - U&
EERAERNENEGI)

= DPP 2 - Accuracy and Duration of Retention of Personal Data (552/RRll- {&
AE R ZERE 4 K R ER HAfE)

= DPP 3 - Use of Personal Data (553/2 8l - @ AZERBIER)
= DPP 4 - Security of Personal Data (43 8l—E A ERHNRZE)
= DPP 5 - Information to be Generally Available (555/R B|——& B E—H%
f&oe b oliE
= DPP 6 - Access to Personal Data (556/& Bll—& & 1E Smith
ards Butler
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Contents of Compliance Manuals (contd)
Part lll

Section 8 — Data Protection Policy

8.2 Use and protection of client’s personal data

= Practices and procedures in relation to use of client’s personal data
e.g.
= Notification to clients re purposes for use of personal data will be
used, and transferees of data.

=  Appendix 4 - Sample personal information collection statement (UX

EREAERER)

= Rights to request access (&) to and correction (X 1E) of their
personal data.

= To be kept for no longer than necessary

’ (1]

= Privacy Commissioner’s “Guidance on the Proper Handllng of Clients’
Personal Data for the Insurance Industry”, (¥Z=REEX ﬁe ‘*/ﬂ

1%5»/\%) ) EI/JEI:EI g |
) Rlchards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 8 — Data Protection Policy

8.3 Use of clients’ personal data in direct marketing (B 3Z{E 8 )

= What is direct marketing — marketing of g/s by means of
sending information to specific persons by name.

= HK Privacy Commissioner's “New Guidance on Direct

Marketing” (& Z(E5#7755])
= Practices to be observed

= QObtain client’s consent before use of personal data for

direct marketing activities, and right to opt-out anytime.
= Avoid excessive collection of personal data .
= Specify classes of transferees of data %gl?aﬁglsl%luﬂer
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Contents of Compliance Manuals (contd)

Part Il
Section 9 — Prevention of Money Laundering (F5 L5 7 2 §8)

9.1 Definition of money laundering (&t £ %) and terrorist
financing (&P FEEZE)

= Anti-Money Laundering and Counter-Terrorist Financing

Ordinance (Cap. 615) ( (] BRBE A FESEERM) )

= Money laundering - activities intended to give the appearance
that illegally obtained money originates from a legitimate
source.

= Terrorist financing - direct or indirect provision, collection or
making available of any property or financial services for the
benefit of a terrorist, knowing that the person Isléé&rfgﬁﬁtﬂh
Richards Butler
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Contents of Compliance Manuals (contd)
Part Il
Section 9 — Prevention of Money Laundering

9.2 Overview of relevant laws and quidelines
= Legislation &l

= Anti-Money Laundering and Counter-Terrorist Financing (Financial
Institutions) Ordinance (Cap 615) ( (B EERZH D FEESESERA) )
= Drug Trafficking (Recovery of Proceeds) Ordinance (Cap 405) (#ZE(:&
SRS
= Organized and Serious Crimes Ordinance (Cap 455) (B## X EE
1551 )
22/\

= United Nations (Anti-Terrorism Measures) Ordinance (Cap 575) (##5Ed

(B EFFENHE)RA)
= United Nations Sanctions Ordinance (Cap 537) (#t&BHIZ1EH5))
=  Weapons of Mass Destructlon (Control of Provision of Services) Ordinance

(Cap 526) (KMREREZHEH2=(IRFERFZRIEH])IRAI)

= JAs Gwdellne on Anti-Money Launderlng and Counter- Tenﬁest Fg
(GL3) FIEEEEZ MY FEEESETES! (1E513)) R]Chards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 9 — Prevention of Money Laundering
9.3 ML/TF risk assessment (GERZAMD FEESSEREMET(E )
= Risk factors (B EHEZ):
= jts clients;

il

= the countries or jurisdictions its clients are from or in;

= the countries or jurisdictions the Company has operations
in; and

= the products, services, transactions and delivery/
distribution channels of the Company.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 9 — Prevention of Money Laundering

9.4 Prevention, detection and reporting of suspicious
transactions

= Customer Due Diligence (B £ ESD)

= Ongoing monitoring (3548 B £2)

= Terrorist Financing, Financial Sanctions and Proliferation
Financing (B n FEETEE - TFIRHNHFENETESE)

= Detection and reporting of suspicious transactions (18} & Z2#
&R 5)

= Record k.eleping (Lﬁ T?fﬂf?) ReedSmith

= Staff Training (B E1E3) Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 9 — Prevention of Money Laundering
9.5 Record keeping ({f1F4C#%) and retention (321w E3)

= Client identification records

= Transaction records
= Records of staff training

= QOther records required to be kept pursuant to requests of the
|A and investigating authorities.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 10 — Prevention of Bribery (P35 1EFEES)

10.1 Prevention of Bribery Ordinance (Cap. 201) ( {BALLE5
BRAE B )

= |ndependent Commission Against Corruption (BRI A %)

= QOffence for licensed persons and senior management staff to,
without permission of the Company, solicit or accept an
advantage (RE s E =10 Fz=) as an inducement to, or
reward for (fE &5 E S EH M), his doing or refrain from doing
any act in connection with the Company's business affairs.

= Person offering the advantage also commits an offence.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 10 — Prevention of Bribery
10.2 Soliciting advantages (ZEFlz3)

= Policy prohibiting Licensed Persons and Senior Management
Staff from soliciting any advantage from clients or any person
in connection with the member company’s business.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)
Part lll

Section 10 — Prevention of Bribery

10.3 Accepting qifts and/or other advantages

= |A’'s “Guideline on Offering of Gifts” (GL25) (£iEt2mis5| (15
5125))

= “Gift” (“f8m”)- includes any kind of gift, incentive ((28),
enticement (i5&) or inducement (F5%), whether financial or
non-financial but does not include payment of fees /
commissions; or expressly stated discount of premiums or
charges.

= Situations where gifts may be accepted e.g. business
entertainment, festive occasions.

= Other gifts offered - to report to RO/ CO and obtain consent.
ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 10 — Prevention of Bribery

10.4 Offering of gifts and /or other advantaqges (%82 )

= Licensed Persons to seek authorisation from the RO or the CO
before offering specified gifts for marketing or promotion
purposes, in respect of different types of insurance products.

= Principles are based on |A’'s Guideline on Offering of Gifts.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 10 — Prevention of Bribery
10.5 Commissions ({)

= In respect of long term insurance products, rebates of
premiums or commissions ({RZ[c|F[1=} A %[5]3[) should not be
offered to clients unless they are recorded in the contract of
insurance.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 11 Handling of Complaints (3%:F&1%)

11.1 Receiving complaints

= Where a licensed person receives a complaint from a client, he
he should notify the RO or CO.

= CO responsible for entering details of complaint on complaints
record form.

= Appendix 5 — sample complaints record form

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 11 Handling of Complaints

11.2 Investigation of complaints ( %zFEE )

= CO may conduct further interview(s) with other TRs (Broker) or
staff members involved or contact the complainant for more
details before concluding the case by responding to the
complainant.

= |f complainant has grievance regarding the reply/decision, the
Company may advise the client of any further steps, which
may include filing a complaint with the IA.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 11 Handling of Complaints
11.3 Dealing with complaints ( &EFEIE )

= RO or CO responsible, or director of member company (where
necessary).

= Suggested process of handling complaint:-
=  Written acknowledgement of complaint;

= Holding or final response to the complaint depending on
status of investigations;

= Advising the complaint of available options e.g. referral of

complaint to IA.
ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 11 Handling of Complaints

11.4 Record keeping and retention

= (CO to maintain a complaint file:
* nature and reason of the complaints;
* investigation work undertaken in response to the complaints;
- statements from the relevant persons involved;
* rationale behind the resolution; and
* remedial actions, if any.

= |dentity of the complainant to be kept confidential.

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part lll
Section 12 Insurance Authority ({RE: /)

12.1 Overview of the requlatory system (}R &2218)

= Functions of the IA — main regulatory body to regulate the
insurance intermediaries in Hong Kong.

= JAis empowered by the |O to make rules and issue guidelines
to set out detailed regulatory requirements.

= |nsurance Advisory Committees (EFRRHEEE)

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 12 Insurance Authority

12.2 Inspection Powers (& 22 §E)

=  Appointment of inspector by IA

= |nspection powers of the IA:

= Entering any business premises of the licensed insurance
intermediary;

= Inspecting and making copies of business records;

= Making inquiries of a person who may have information
concerning a business record or transaction

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 12 Insurance Authority

12.3 Investigation powers (FGAZE#E)

= General investigation powers

= Power to apply for warrant (F%)
* Enter premises, search and seizure of documents
* Preserve records / documents

= Consequences for non-compliance with inspector/
investigator's requirements — criminal offences and penalties

ReedSmith
Richards Butler
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Offences Penalty

(1) Without reasonable excuse, fails to comply with a specified requirement i On conviction on indictment to a fine of $200,000 and to imprisonment for 1
year; or
ii. On summary conviction to a fine at level 5 (up to $50,000) and to imprisonment

for 6 months

(2) With intent to defraud, fails to comply with a specified requirement i On conviction on indictment to a fine of $1,000,000 and to imprisonment for 7
years; or

(3) With intent to defraud, produces a record or document, gives an answer, |ii

On summary conviction to a fine at level 6 (up to $100,000) and to imprisonment
explanation or particulars, that are false or misleading in a material particular for 6 months

(4) With intent to defraud:-

a. Causes or allows another person to fail to comply with a specified
requirement; or

b. Causes or allows another person to produce a record or document, give an
answer, or give any explanations or particulars, that are false or misleading

in a material particular

(5) A person produces a record or document, gives an answer, an explanation or On conviction on indictment to a fine of $1,000,000 and to imprisonment for 2

particulars that are false or misleading in a material particular, and the person knows years; or

ii. On summary conviction to a fine at level 6 (up to $100,000) and to imprisonment

that or is reckless as to whether the record or document, the answer, or the for 6 months

explanation or particulars, are false or misleading in the material particular

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il

Section 12 Insurance Authority

12.4 Disciplinary powers (ZXEAETE) )

= Against regulated persons (X#HE A 1):-
* broker company, TR, RO; or

» A person concerned in management of regulated activities.
= |A’s disciplinary powers:
= Revocation or suspension of licence ( #liH - B RIHEIE )

= Prohibiting a person from applying to be licensed /
appointed as RO for a specified period;

= Reprimanding a person publicly or privately ( #= ( JEAF
S aF ) ; :
_ = ReedSmith
= Pecuniary penalty ( 517X ) Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 12 Insurance Authority
12.5 Disciplinary procedures ( ZLEENERF )

= |nvestigations

= Disciplinary proceedings

= Appeal proceedings to the Insurance Appeals Tribunal ( x5

=R LRERE )
= Appeal proceedings to the Court of Appeal ( E&FZERE )

ReedSmith
Richards Butler

14 15 R 16 A8 AT




Contents of Compliance Manuals (contd)

Part Il
Section 12 Insurance Authority
12.5 Disciplinary procedures ( 222 E D125 ) (contd)

Notice of Proposed
Disciplinary Action

|

Representations by

.. Regulated Persons
Disciplinary -
Proceedings / \
Written Oral Representations ‘
Repres:

entations

‘ Disciplinary Panel

}

‘ Decision Notice

Insurance Appeals
Appeal Tribunal

. 2edSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part Il
Section 12 Insurance Authority
12.6 Regulatory powers under the MPFSO ( {(&fE{EHI) )

= |A as a frontline regulator to monitor compliance of Registered
MPF Intermediaries whose core business is in the insurance
sector.

= |A may exercise inspection and investigation powers where
reasonable belief that a Registered MPF Intermediary has
contravened its statutory performance requirements

=  Whilst the MPFSO does not empower the |A to exercise
disciplinary powers, the Mandatory Provident Fund Schemes

Authority may exercise disciplinary powers agapééagmim
regulated persons. Richards Butler
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Contents of Compliance Manuals (contd)

Part IV
Appendices ([ §F)

Appendix 1 — CPD / training attendance record

= For reference only, to be modified as necessary.

ReedSmith
Richards Butler
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Appendix 1 — CPD / training attendance record

Insurance Broker:
Assessment period:
TR Name:

TR License No:

Date Time Duration Service Course / Training CPD CPD  Ethicsor
(hours) Provider Name Course hours  Regulations
Code
to Yes / No
to Yes / No
to Yes / No
to Yes / No
to Yes / No
to Yes / No
to Yes / No
to Yes / No
to Yes / No
to Yes / No
Total CPD
hours
Checked by:
Name
Signature

ReedSmith
Richards Butler
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Appendix 1 — CPD / training attendance record (contd)

Insurance Broker:

Date:

Time: to
Duration: hours
CPD hours: hours

Course / Training Name:

Course / Training Details:

Service Provider:

CPD Course Code:

Attendants name IA License No Signature
1.

2.
3.

4.

© e RN BN o

Checked by:

Name:

Signature:

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part IV
Appendices

Appendix 2 — Financial Needs Analysis Template ( BAFE5EE
D RIASHVE R )

= extracted from |A's “Guideline on Financial Needs Analysis”

(GL30) ( A FE 7755/ (755/30) )

ReedSmith
Richards Butler
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Appendix 2 — Financial Needs Analysis Template ( A EEZE S HRIZIE X )

Financial Needs Analysis (“FNA”) Template

The following questions form the basic content of the FNA form, authorized insurers or
licensed insurance intermediaries shall, in accordance with the particular circumstances
of the customers, add questions or modify the exact wording of the questions in
compliance with requir ts under paragraph 6.5 of this Guideline.

Notes to customer: This FNA form is to facilitate the identification of suitable insurance
product(s) to meet your needs and circumstances. Please answer all questions in this form. Do
NOT sign on this form if any questions are unanswered or have been crossed out. Do NOT sign
on blank form. You need to inform us (the insurance company) if there is any substantial change
of information provided in this form.

1. Whatare your objectives for seeking to purchase an insurance product? (tick one or more)
O Financial protection against adversities (e.g. death, accident, disability etc.)
O Preparation for health care needs (e.g. critical illness, hospitalization etc.)
O Providing regular income in the future (e.g. retirement income etc.)
O Saving up for the future (e.g. child education, retirement etc.)
O Investment
O Others  (Please specify )

(The supplementary question to Q1 below is applicable only if “Investment™ is chosen
as one of the objectives in Q1 above)

To meet you “Investment” objective indicated above, how would you prefer to manage
different investment options/investment choices. If available, under the insurance
product? (tick one)

O I want to make my own decisions (without any professional advice to be provided by
the authorized insurer and/or licensed insurance intermediaries) to choose and manage
different investment options/investment choices, if available, under an insurance
product, and 1 am willing to do it throughout the entire duration of the target
benefit/protection period of an insurance product

O I want to make my own decisions (with professional advice to be provided by the
authorized insurer and/or licensed insurance intermediaries) to choose and manage
different investment options/investment choices, if available, under an insurance
product, and I am willing to do it throughout the entire duration of the target benefit/
protection period of an insurance product
1 do not want to choose or manage different investment options/investment choices, if
available, under an insurance product

(For Q2 and Q3, a specific period/amount can be stated instead of ticking one of the
boxes)

2. What is your target benefit/protection period/expected timeframe for meeting the target
amount for insurance policy? (tick one)
O Less than 1 year O 1-5 years O 6-10 years

O 11-15 years O 16-20 years O More than 20 Years
0O Whole of life

ReedSmith
Richards Butler
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Contents of Compliance Manuals (contd)

Part IV
Appendices

Appendix 3 — Indicative Sale Flow Of Investment linked
Assurance Scheme ( IREtHES 2] (RESE) EmAVET

M SHEREE )

= extracted from IA’'s “Guideline on Sale of Investment-Linked
Assurance Scheme (“ILAS”) Products” ((GL26)) ( HEKE
MHEZ 51 E (“IKEZE) Eanis 5/ (755/26) )

ReedSmith
Richards Butler
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Appendix 3 —

Indicative Sale Flow Of Investment-linked Assurance Scheme

(IRERESEEE (RESE)

EmiViEmIEHEE

aitE )

Insurance options:
-Whole life
-Universal life
-Endowment
-Term

-Annuity

-ILAS, etc.

Only for customer
meeting the
requirements under
paragraph 7.5 of GL15

Complete Financial Needs
Analysis (“FNA”) Form

See requirements under
paragraph 7 of GL15,
paragraph 5 of this GL,
Guideline on Financial
Needs Analysis (GL30)

Explore insurance
options

See requirements under paragraph
7 of GL15 and paragraph 4.2(b) of
this GL

Non-ILAS or other
options available

See requirements under
paragraph 7 of GL15 and
paragraph 4.2(b) of this GL

See requirements under
paragraph 7.5(b) of GL15 and
paragraph 4.2(c) of this GL

Properly assess the risk
appetite of customer

Provide offering
documents and standard
illustration to customer

Complete Risk Profile
Questionnaire (“RPQ”)

Recommend suitable ILAS
product to customer

See requirements under paragraph
7.8 of GL15 and paragraph 4.2(c) and
paragraph 6 of this GL

See requirements under paragraph
8.1 of GL15 and paragraph 4.2(d),
(e), (), (i), and (j) of this GL

Check if reasons /
considerations in SoP
are consistent with the
ILAS being
recommended, with
due regard to the
information provided
in the FNA and RPQ

Complete “Statement of Purpose” (“SoP”) in
Part I of “Important Facts Statement” (“IFS”)

See requirements under
paragraph 7.8 of GL15 and
paragraphs 7 to 8 of this GL

Explain clearly the IFS /
Applicant’s Declarations (“AD”)

See requirements under paragraph
8.2 of GL15, paragraph 4.2(g) and
paragraph 7 of this GL

Assist customer in policy
application

Remind customer again the importance of the post-sale call and thy
cooling-off period

Check suitability of customer in FNA/ RPQ and customer’s

understanding of product features and risks and rights / obligations

in IFS/ AD

Post-sale controls to confirm customer’s understanding of fees and
charges, payment term, remuneration and cooling-off period, etc.

See requirements under

< paragraph 9.6 of this GL

See requirements under
paragraphs 7 to 8 of GL15
and paragraphs 4 to 8 of
this GL

See requirements under
paragraph 12 of GL15,
paragraph 4.2(k) and
paragraph 9 of this GL

ReedSmith
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= For reference only, to be modified as necessary.
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Appendix 4 — Personal Information Collection Statement
(WERBAERIERR)

PERSONAL INFORMATION COLLECTION STATEMENT

1. As a client (the “Client”) of the Company, it is necessary from time to time for the
Client to supply his personal data (“Personal Data’), within the meaning ascribed in
the Personal Data (Privacy) Ordinance (Chapter 486 of the laws of Hong Kong) (the
“PDPQO”) to the Company during the servicing period.

2. It is voluntary for the Client to supply Personal Data. However, failure to supply
Personal Data may result in the Company being unable to process or assist in the
Client’s insurance policy application or insurance claim due to lack of information.

3. Personal Data may also be collected in the ordinary course of continuation of the
Client’s business relationship with the Company.

4. Subject to the provisions of the PDPO, your Personal Data may be used for the
following purposes:

(a) processing the Client’s insurance application and arranging a contract of
insurance for the Client; the daily operation of the services provided to the
Client;

(b)  managing Client’s policy with the Company and the Insurer;

(c) conducting client due diligence checks;

(d) assessing Client’s financial needs and risk profile;

(e) marketing insurance or related services or products on the basis of the Client’s
needs;

) supporting any statements made in any documents in connection with the
services provided by the Company;

(2) assisting other relevant parties, professionals, institutions or relevant regulatory
authorities to verify certain facts in connection with the services provided by the
Company;

(h) sending the Client information relating to [insurance or financial products and
services] which may be of interest by telephone, post, electronic or other means
of communication for direct marketing purposes (subject to the Client’s consent

E)ni; ;provided at the bottom of this statement, with a choice to opt-out at any R.ee d Smith
Richards Butler
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Appendix 5 - Complaints Record Form

COMPLAINTS RECORD FORM

The Company requires all Licensed Persons to notify the Responsible Officer or Compliance
Officer of the complaint as soon as it is received.

Prepared by :
Date

Date of receipt of complaint

Manner of receipt of complaint (e.g.
email)
Nature and summary of complaint

Name of complainant O Client
Ci i g (if

Contact details of complainant

TR concerned (if applicable)
- Name:

- 1A Licence No.:

D i from C il
2.
3.
4.
Date of complaint report made to RO /
co
Complaint handled by .
2.

Handling process with steps taken
Investigation result

Remedial actions (if any)

ReedSmith
Richards Butler
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Appendices

Appendix 6 — Client Agreement ( EF {75

= Suggested contents only; to be modified as necessary.
= Remuneration ( AN )
= Referral by third parties ( #77 )

J 11

= Linked long term business - |IA’'s “Practice Note supplementing
Standard and Practice 5.4 of the Code of Conduct for Licensed
Insurance Brokers in relation to Client Agreements which a
Licensed Insurance Broker Company enters into with a client
for Linked Long Term Business”. (“#I#ZERE#5.418 F 56
MERHIZE B ATE] THIE P rarEAmass ) ReedSmilh
Richards Butler
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Appendix 6 — Client Agreement ( EF & )

Service Agreement

This Agreement is made between:-

[Name of insurance broker company ] of [address], acting as a licensed insurance broker
company (Licence no. [ ]) (“Company”); and

[Full name of client] of [address] (“Client”)

(collectively, the “Parties”).

The Client hereby appoints the Company as an insurance broker for brokerage services as
defined hereunder on the basis of the terms set out in this Agreement (“Services”).

The Client will be serviced by the licensed technical representative (broker) of the Company
whose name and licence number are stated hereinbelow under the section titled ~ “Technical
Representative Declaration”.

1. The Company

The Company is a licensed insurance broker company with the Hong Kong Insurance
Authority (“IA”) (Licence No.: [ ]) for the following lines of business:-

- [General Business]

- [Long Term Business (excluding Linked Long Term Business]

- [Long Term Business (including Linked Long Term Business]

As a licensed insurance broker company, the Company acts as an agent of the Client ir
relation to the Services. The Company is not an insurer or an underwriter, nor an agen
of an insurer or underwriter. Where there are iccumstances which give rise to a conflic

of interest and as a result of which the Company cannot continue to act on the Client’s
behalf, the Company will inform the Client as soon as practicable.

2. The Services R.eed Smitzh
The scope of the Services include the following:- RlChaI‘ dS Butler
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it

Appendix 7 - Referral Agreement ( B\ 1%

= Suggested contents only; to be modified as necessary.

= No relationship of employment, principal / agent, or partnership shall
be created between Company and Referrer.

= Member company to disclaim liability and indemnify company in
respect of any representation / advice given by Referrer to client.

= Referrer to undertake to comply with all applicable laws and
requirements of the appointing insurer(s) and any other principal(s)
(including any potential clients) of the Referrer which are relevant to
the referral and payment of remuneration.

= Referrer to acknowledge that acceptance of the Referral fee amounts
to a representation by the Referrer that it/he has obtained the consent
of its/his appointing insurer(s) and any other principal(s) (including

any potential clients). ReedSmith
Richards Butler
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Appendix 7 - Referral Aqgreement ( 7V 1755 )

Referral Agreement

This Agreement is executed on [date] by and between:-

[Name of insurance broker company] of [address]) (“Company”); and

[Name of referrer] of [address] (“Referrer”)

(collectively, the “Parties” and each a “Party”).

The Parties agree as follows:-

1

1.1

1.2

1.3

1.4

. Referral

The Referrer may from time to time at its/his option refer potential clients to the
Company for its insurance brokerage business and services.

The Company may in its sole discretion have the option to enter into, or dedhe to enter
into, an agreement with any potential client referred by the Referrer.

The Parties agree that no relationship of employment, principal / agent, partnership or
joint venture shall be created by this Agreement and that:-

(a) The Referrer shall not itself / himself purport to provide the Companys services
to any person or purport to act as a representative, agent, employee, partner or
joint venture partner of the Company.

(b) Neither the Referrer nor anyone employed by or acting for or on behalf of the
Referrer shall ever be construed as an employee of the Company;

(c) The Referrer shall have no authority to enter into any agreement or commitmer
or incur any expenses on the Company's behalf, or to negotiate the terms of any
potential clients’ agreements with the Company; and

The Company disclaims all liability in respect of any representation, advice or
recommendation given by the Referrer to any person (including potential clients). The
Referrer further agrees to indemnify, defend and hold the Company harmless from any
claim, action, lawsuit, damage, award or judgment arising out of or in connection with
(i) any such representation, advice or reccommendation given by the Referrer to any
person (including potential clients) and/or (ii) any breach of this Agreement by the
Referrer.

ReedSmith
Richards Butler

i

l‘g,

N

16 18 6 AT



Contents of Compliance Manuals (contd)

Part IV
Appendices

Appendix 8 — AML Checking Workflow And Template

ReedSmith
Richards Butler

14 15 R 16 A8 AT




Appendix 8 — AML Checking Workflow And Template

1. | Client identification
and verification

CDD involves (i) client identification and (ii) client identity
verification. Identification refers to obtaining basic
information and records about the client to know who they
are, e.g. names, addresses, telephone numbers, occupation,
etc. Verification refers to obtaining information to confirm
that the client is who they say they are.

2. | Client due diligence
and timing

Timing:

- at the outset of a business relationship;

- when itis suspected that the client or the client’s policy
is involved in money laundering / terrorist financing;
or

- when the veracity or adequacy of any information
previously obtained for identifying or verifying the
client’s identity is in doubt.

- Identify the client and verify its identity using
documents, data or information provided by a reliable
and independent source, e.g. a governmental bodies,
the IA, etc.

- Identify the ultimate beneficial owner of the client
(where applicable) and its ownership and control
structure

- Obtain information on the purpose and intended nature
of the business relationship;

- If a person purports to act on behalf of the client,
identify him and take reasonable measures to verify the
identity and authority of that person

3. | Simplified due
diligence

SDD is applicable where there is a lower risk factor, for
example when the client is a:

- Government entity or a public body in Hong Kong or
an equivalent jurisdiction as defined in the AMLO;

- Public companies that are subject to regulatory
disclosure requirements;

- Financial institutions as defined in the AMLO or other
financial institutions established in an equivalent
jurisdiction; or

ReedSmith
Richards Butler
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Appendix 8 — AML Checking Workflow And Template (contd)

AML Checking Template

Particulars of Client:

INAME OF CHENE: .otttk beieee

Residential / Correspondence AdAIess: .........ovvevirririrrrrr s

PrOQUCE TYPE: vttt ettt

SOUICE OF FUNAS: ...ttt

Person purporting to act on behalf of the client (if applicable)

Full Name: etttk bbbttt

NAHONALIEY: .ttt

Occupation:

BUSINESS AQAIESS: .nvveiieieiciiieie ettt ettt b et s ettt eteneas

Telephone no. (office and MODILE): .......ceovviiuiuiririeiieieiiee et

Email Address: ....

Particulars of Beneficial Ownership and Control Structure of the Client which is not a Natura

Person
Are you a public company listed on an internationally recognised stock exchange? Pleasc

specify the stock exchange, stock code, and, as appropriate, group chart or latest auditec
financial statements to show relationship.

Are you an entity currently supervised by any financial services regulators (e.g. SFC, HKMA

CSRC, FSA, SEC) and holding a license issued by or supervised by those regulators? Pleasc °

specify name and type of licence, licence number, particulars and country of regulator. %ed SI I I ll I I
Richards Butler
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Thank you

Disclaimer:

Attendees should not rely on these presentation
slides to determine their legal duties and obligations.
Please consult your professional advisers if you
have any enquiries.

ReedSmith
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Q&A

ReedSmith
Richards Butler

¥ f& I AG AT




