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External Representative Policy and Procedures




[bookmark: _Toc133735782]Introduction
This Policy spells out how the business will deal with and manage the relationships created by individuals or businesses that are external to our business and perform or support the provision of Financial Services to our clients.
[bookmark: _Toc535820388][bookmark: _Toc133735783]updates
These Policy and Procedures are updated on a regular basis.  Any material changes to these Policy and Procedures will be advised by management either via Email or at our regular Staff meetings.
This document and associated forms etc. are accessible in soft copy via our computer network.  We do not store these documents in hard copy.  All information can be immediately accessed on the computer network and will be guaranteed to be up to date at all times.
When you see an opportunity to improve a procedure kindly make the suggestion known to your manager/supervisor as we all have a responsibility to improve our standards, individually and as a Company.
[bookmark: _Toc133735784]External Representative Categories
External Representatives fall into four categories.
a) Authorised Representative (AR),
b) Distributors,
c) Spotters / Referrers,
d) Group Purchasing Bodies (GPB). (Sporting Clubs, Associations etc.)
To be classed in one of the above categories, the entity will typically trade with clients or provide a financial service under a name that is different to ours.
Where we engage individuals via a business/contractor arrangement rather than an as an employee and where such individuals only present themselves to clients as part of our business, we typically do not treat such individuals as external representatives.
However we should ensure that such businesses / contractors are named on our Professional Indemnity cover and in some circumstances our professional Indemnity Insurers may require such business/contractor arrangements to be registered with ASIC as AR’s.
An External Representatives Comparison Table (External Representatives Comparison Table) has been developed to provide an overview of the key differences between the various types of External Representatives we may choose to use.
Where an employee or director of ours is also an employee / director or AR of another AFS Licensee they must also be appointed as an AR of ours, with the usual “Cross Endorsement” requirement. Note that AR’s solely authorised to provide a claims handling and settling service do not require “Cross Endorsement”.
[bookmark: _Toc133735785]External Representative Identification
The Corporations Act 2001 (The Act) requires organisations or people that “arrange” or “advise” on Financial Services or provide a “claims handling and settling service” to be either Licensed or be an Authorised Representative of a Licensee.
If the advice relates to Retail Clients the people providing advice must be trained to an ASIC specified level.  If the advice relates to Wholesale clients the people must be competent (without any specific training level).
ASIC Legislative Instrument 2015/682 Legislative Instrument - Basic Deposit and General Insurance Distribution 2015 682 provides relief for the authorisation requirement of external representatives that only arrange in relation to General Insurance.  These representatives are able to be treated as “Distributors” with significantly reduced administrative processes required.
Legislative Instrument –Group Purchasing Bodies 2018 751 Legislative Instrument - Group Purchasing Bodies 2018 751 (which replaced ASIC Class Order 08 -1) provides relief for GPB’s from the requirement to hold an AFS Licence and operate outside of the usual requirements of The Act.  ASIC have also released a guide to further explain the operation of a GPB - RG195 - Group Purchasing Bodies. This approach has been adopted on the basis that GPB’s are best characterised as the consumer of a financial service rather than in the sales and promotion of a financial service.  There is a specific set of criteria that an organisation must meet to qualify as a GPB and they must operate under a separate set of operational requirements.
[bookmark: _Ref254408353]Organisations such as Body Corporate managers, Sporting associations, Transport operators, Travel agents, Self storage operators, Car / Bike yards etc. have historically had an involvement in the insurance distribution process.  The questions to be asked are:
1. Are they providing Financial Services “advice”?
2. Are they “arranging” the Financial Service.
If a person/business gives clients information, on a regular and commercial basis, that involves subjective judgements about the worth or value of a financial service they are probably giving “Advice”.
If they initiate and perform a number of activities, on a regular and commercial basis, involved in each sale of an insurance product they are probably “Arranging".
If the answer to Question 1 in 3.2.5 is "Yes", then the organisation or people involved will probably need to appointed as an AR.  If the answer to Question 1 is “No” and the answer to Question 2 is “Yes” we have the choice of either appointing them as AR’s or as Distributors or treating them as a GPB (if they fit the GPB criteria).  If both answers are “No” then they are likely to be Spotters and Referrers.
[bookmark: _Toc133735786]Advice and Arranging – the concepts
[bookmark: _Toc133735787]Advice
Financial product advice is a recommendation or statement of opinion (or a report of either) that:
is intended to influence a person or persons in making a decision in relation to a financial product or class of financial products (or an interest in a financial product or class of financial products); or
could reasonably be regarded as being intended to have such an influence
Two crucial concepts emerge from this definition: 
There must be a recommendation or statement of opinion (as opposed to a statement of fact); and
There must be an actual or inferred intention to influence a person in making a decision in relation to a financial product (or class of financial products).
A recommendation or statement of opinion will usually involve a qualitative judgement.  Information provided in response to a specific question from a client can often be construed as an implied recommendation because of the context in which the response is given.  If a person expressly endorses or approves a product, this is likely to constitute a recommendation and hence advice.
An intention to influence may be inferred from the manner in which a statement is presented, e.g. if the features of two financial products are described in such a manner as to suggest that one compares more favorably than the other.  An intention to influence may also be inferred from the surrounding circumstances, e.g. if the person stands to benefit from the client's decision.
It is not possible for a person to avoid providing financial product advice merely by making a statement that the person does not make any recommendation or provide any opinion about the product. However such a statement may be a relevant factor in considering the overall context of the communication.
Further guidance on this issue is available from the ASIC Regulatory Guide 36 (RG36 - Advice and Arranging Guide)
[bookmark: _Toc133735788]Arranging
Under The Act, arranging is a broad concept and its scope has not been fully determined by the courts. Arranging refers to the process by which a person brings into effect the issue, variation, disposal, acquisition or application for a financial product. 
A person (the intermediary) is more likely to arrange for another person to deal in a financial product (and therefore provide a financial service) where there is a sufficient degree of connection between the persons actions and the completion of a transaction in respect of a financial product.
This may occur where:
The intermediary plays an important role for the client in relation to the particular financial product, and the transaction probably would not have proceeded without the intermediary's involvement.  This is likely to be the case, in particular, where the intermediary is a key person with whom the consumer communicates about the transaction.  The activities of an order router (someone who makes the sale happen but passes the transaction/documentation/money etc. on to someone else) will generally involve arranging even though there is more than one intermediary which is involved in a transaction.
The intermediary adds value for one or more of the parties to the transaction, for example, by negotiating the terms of the financial product between the Licensee and the intermediary's client.
Further guidance on this issue is available from the ASIC Regulatory Guide 36 (RG36 - Advice and Arranging Guide
[bookmark: _Toc133735789]How And Why You Do Things
In determining whether a person is involved in advising or dealing the circumstances surrounding the activity will have an impact.  Things that increase the likelihood that a person is “advising” or “dealing” as defined in The Act include:
The person or related persons receive some payment/remuneration or benefit for the activity.
The person conducts the activity as part of a commercial/business process.
The person performs the activity on a regular ongoing basis.
It is an activity promoted by the person as part of their value offering to the client.
The person is involved in multiple parts of the process.
The person has no legal responsibility to perform the activity.
[bookmark: _Toc133735790]examples of advising and arranging
[bookmark: _Toc133735791]Advice
The following situations all involve the provision of Financial Services advice and would require the person providing the advice to be an authorised representative of a Licensee.
Providing one or multiple quotations or coverage options, either verbally or in writing, to a client with their recommendation/suggestion/opinion about which cover the client should take.
Providing one or more quotations or coverage options, either verbally or in writing, to a client with the use in their documentation or conversation of phrases such as: ”best value”, “good coverage”, “price competitive”, “strong insurer security”, “our endorsed /approved/recommended supplier”, “more effective”, “better flexibility”, “long term relationship”, “Attractive Special Rate” etc.  All of these terms are subjective comments that would be expected to influence the decision of the customer.  If they were not intended to sway the customer, ask yourself why would you say or write them?
The client asks whether it is worth taking out a higher level of insurance cover. The intermediary explains the differences in policy coverage between the two types of cover. Without referring to any particular circumstances of the client, the intermediary says that Cover A is the best choice for most people.
In discussion with a client the intermediary says “ISR covers are more desirable than Business Packages because they offer better coverage.”, “I think that you should select a higher Liability Sum Insured to ensure you are fully protected.”, ”There is no need to take out any additional cover over and above the cover you already have – I think your fully protected.”
Deciding to only provide or present the client with a selection of the quotations received for a particular risk. 
[bookmark: _Toc133735792]Arranging
You provide a system or process as a special link between the client and the licensee, and that system or process cannot be accessed in any way apart from through your business.
Where you assist the consumer in completing an application form by explaining the meaning of questions on the form or suggesting answers to those questions; or, if the form involves a choice, guide the consumer in their choice.
You provide brochures and advertising literature to clients and you are the contact point for all discussions and transactions between the client and Licensee.
Where you are actively involved in multiple steps of the insurance acquisition such as:
You create awareness of the insurance risk and
You provide information and or advice on possible insurance solutions and
You complete, collect and forward the application forms and premiums.
You do so for reward and on a consistent commercial basis.
[bookmark: _Toc133735793]Examples that are not Advising or ARRANGING
[bookmark: _Toc133735794]Factual Information – Not Advice
Providing factual information is not advice.  Factual information is objectively ascertainable – its truth or accuracy cannot reasonably be questioned.  Examples of factual information include:
Accurately passing, either verbally or in writing, to a client advice or information prepared by a Licensee or Authorised Representative of a Licensee.
Providing a client about information on the specific coverage provisions of a policy and examples of what claims are or are not covered by a policy.
Comparing the basic excess levels, sums insured or total costs of different policies.
[bookmark: _Toc133735795]Referring, Cashiering and Clerical Functions – Not Arranging
Performing the following activities:
Simply alerting the customer to consider the need for insurance and making them aware of one or more methods of purchasing such cover.
Alerting the customer to a process that facilitates the purchase of a product.
Providing a computer, telephone or application forms on your premises so that a client can contact a Licensee, as long as such access or forms are available to the general public elsewhere.
Performing routine clerical and cashier facilities that do not involve the initiation or selling of a financial product.
Where you assist a client to complete an application or proposal form by, for example, pointing out where the client should complete their details on a form, or typing those details into an electronic form (e.g. the details of the client's name and address etc.), then you are likely to be merely processing at the direction of the consumer.
Simply displaying or referring clients to brochures, advertising literature and application forms for an insurance product.
[bookmark: _Toc133735796]Authorised Representatives Approach
The Act and ASIC Policy statements set out details for the management, performance and potential liability involved with dealing with AR’s.  The requirements are arduous, time consuming and ongoing.  The potential financial risks are significant.
The appointment of an AR creates a responsibility for the business to ensure that the AR performs their duties in an efficient, honest and fair manner, discloses remuneration when making recommendations and receives adequate training.
As a general rule the business prefers not to deal with AR’s and will investigate all other possible structures and arrangements to avoid the work and risks associated with AR’s.
The work performed by an AR and their level of involvement in the delivery of Financial Services and Products to clients need to be clearly spelt out and agreed.
The appointment of an AR requires the approval of the Responsible Manager(s).  The appointment of an AR for the business must be approved by Responsible Manager(s) prior to any formal or informal agreements being entered into.
An option available to us when authorising an Authorised Representative is to allow the AR to sub authorise staff/employees.  This is only to be allowed where the Authorisation is limited to arranging or claims handling and settling services only.  No authorisation is to be provided for an AR to authorise staff that are providing advice.
The Responsible Manager(s) is also responsible for making any decision to extend the authority of or revoke an AR.  The change in authorisation of an AR is to be treated in the same manner as a request for an appointment as an AR
All documentation relating to the appointment, amendment revocation, performance and training of an AR are to be retained for 7 years.
[bookmark: _Toc36455948]The Responsible Manager(s) will nominate a Responsible Manager or staff member of the business to be responsible for ensuring all ASIC notices are completely and submitted appropriately in the event of such notices being required.
[bookmark: _Toc133735797]DISTRIBUTORS APPROACH
The Act and ASIC Legislative Instrument Legislative Instrument - Basic Deposit and General Insurance Distribution 2015 682 set out details for the management, performance and potential liability involved with dealing with Distributors.  The major differences in the administration of a Distributor compared to an AR are:
Distributors are not required to have their own Financial Services Guides (FSG), however we required them to provide our FSG to retail clients.
Details of Distributors do not have to be advised/maintained with ASIC, reducing administrative time and associated lodgement fees.
There is no need to “Cross Endorse” Distributors with other Licensees.
The appointment of a Distributor creates a responsibility for the business to ensure that the Distributor performs their duties in an efficient, honest and fair manner.
The Distributor must provide Retail Clients with information on our complaints handling processes, their remuneration and details of who they represent in providing the service.
As a general rule the business prefers to deal with Distributors rather than AR’s.
The work performed by a Distributor and their level of involvement in the delivery of Financial Services and Products to clients need to be clearly spelt out and agreed.
The appointment of an Distributor requires the approval of a Responsible Manager.  The appointment of a Distributor for the business must be approved by the Responsible Manager prior to any formal or informal agreements being entered into.
The Responsible Manager is also responsible for making any decision to extend the authority of or revoke a Distributor.  The change in authorisation of a Distributor is to be treated in the same manner as a request for an appointment as a Distributor.
All documentation relating to the appointment, amendment revocation, performance and training of a Distributor is be retained for 7 years.
[bookmark: _Ref254984127][bookmark: _Toc133735798]Group PURCHASING BODIES (GPB) APPROACH
Legislative Instrument – Group Purchasing Bodies 2018 751 Legislative Instrument - Group Purchasing Bodies 2018 751 (which replaces ASIC Class Order 08 – 1), sets out details for an entity to meet the criteria of a GPB.  In simple terms for an entity to be a GPB it must meet the following criteria:
a) It must not be the “Issuer” of the financial product they are involved in and;
b) It must not give any financial advice (apart from general factual information) and;
c) Any remuneration received is rebated to members and it is not an associate of an AFS Licensee or;
d) The services being provided are incidental to the main operation of the entity and the entity operates on a “not for profit” basis.
Once an entity meets the criteria above it must then follow the requirements below:
a) Only arrange financial products on the basis that any payments received from members are deemed to have been paid to the issuer. (The issuer/insurer takes on the credit risk.)
b) Promptly advise members if the expected cover is not in place or is to be cancelled or lapsed, without similar replacement cover being arranged.
c) Enter an obligation to compensate members where the entity fails to follow the advice requirements above and advise members of this compensation regime.
d) Have a facility for members to contact the product issuer or arranger to confirm the currency and details of their cover and to effectively explain this facility to members.
e) Where members have a choice as to whether they wish to take the cover, prior to the cover being effective provide them with:
i) Brief factual information about the product;
ii) Confirm that full product details are available at no cost and will be provided promptly.
iii) Details of the costs of the cover.
iv) If the entity is to receive rebates, how much of the rebate is to be returned to the member.
v) The fact the entity does not hold an AFS Licence and the member should consider getting their own advice.
We are able to pay a GPB commission etc. however only if the GPB then passes the rebate on to the member in full in some shape or form.
We are also required to provide the GPB with our FSG and any relevant PDS documents.  Any members that have an opt-in option must also be provided with a PDS
[bookmark: _Toc133735799]Spotters and Referrers APPROACH
Individuals or businesses that are merely identifying and feeding potential clients to us are called Spotters and Referrers (S & R).
It is critical that S & R’s do not provide or create the perception that they are providing financial services on our behalf.  To ensure this occurs we have developed procedures for the management of S & R’s as detailed below.
[bookmark: _Toc133735800]AR / DISTRIBUTOR Remuneration
The remuneration of AR’s/Distributors should represent the value that they add to our business and the work that they undertake less the costs (both fixed and variable) associated with servicing the clients introduced plus a reasonable profit margin.
The remuneration structure should be relatively simple to administer and focus on rewarding the AR/Distributor for complying with the AFS Licence obligations.
The remuneration structure should make the AR/Distributor responsible for any AFCA Fees payable for complaints lodged regarding the performance and conduct of the AR.
The remuneration structure should not include any financial disincentives for the AR/Distributor to comply with our Training, Compliance and Complaints Policies and Procedures and any other AFS Licence obligations that we have. 
[bookmark: _Toc133735801]Cross Endorsing and Corporate AR’s
The risks and complexity associated with appointing AR’s who represent multiple licenses are significantly increased.  We will not generally consider such requests from an AR.
Prior to Cross Endorsing any AR or CAR we must review our Professional Indemnity coverage to ensure that the policy covers the actions of the AR or CAR and in particular provides coverage in the case where the acts or omissions of the AR or CAR that create liability are unable to be attributed to any one of the Licensees they act for.  In this situation we are held to be jointly and severally liable although the act or omission can not be directly attributed to us.  For further details please refer to Section 917C of The Act.
The risks, complexity and requirements associated with appointing a class of employee of a Body Corporate Authorised Representative are also significantly increased.  The decision to make such appointments will not usually be considered by the Responsible Manager(s).
Where we make the decision to Cross Endorse multiple AR’s with another AFS Licensee and it is expected that there will be ongoing cross endorsements, the AR Cross Endorsement Standing Agreement (AR Cross Endorsement Standing Agreement) should be used to reduce the amount of clerical and administrative processes involved.
As previously mentioned AR’s that provide a Claims Handling and Settling Service are not required to be cross endorsed.
[bookmark: _Toc133735802]Professional IndEmnity cover
[bookmark: _Toc133735803]Introduction
The issue of External Representatives and Professional Indemnity coverage is a technical and complex matter and the issues involved will be different from one insurer or pool to another.
It is critical that we understand what coverage the policy provides to Us and it is also reasonable that we understand and advise the External Representative what cover the policy provides for them.
Spotters and Referrers are not generally impacted by Professional Indemnity matters as there is no professional service or advice being provided.
The exposures for intermediaries such as AR’s, Distributors and GPB’s acting for us are detailed in the table below:
	Circumstance (Act or Omission)
	Licensee Issues
	Authorised Representative Issues

	That occurred prior to commencing as an intermediary with us, where the incident is reported to them after they have been appointed by us.
	No liability for claim and therefore no coverage.
	Liable for claim, only covered if prior Licensee covers intermediary for Run Off cover or We provide Retroactive Cover.  Both coverage situations unlikely or unavailable.

	That occur where the intermediary is acting for multiple Licensees and the circumstance is unable to be attributed to any one of the Licensees.
	Jointly and severally liable for claim, most P.I. covers do not provide cover to us for this scenario.
	Liable for claim, most PI covers do not provide cover for this scenario.

	That occurred during their appointment as our intermediary, but that is reported after the intermediary’s appointment has been rescinded.
	Liable for claim.
	Liable for claim, only covered if new Licensee covers intermediary for Retroactive Cover or We provide Run Off cover.  Both coverage situations unlikely or unavailable.



Given the above exposures it is apparent that the best protection system for the Intermediary is for them to hold their own Professional Indemnity cover and this should be included as part of the commercial negotiations at the time of the Appointment.
Under our Licence obligations where we are dealing with Retail Clients we are required to hold a Professional Indemnity policy that covers all of our representatives (including AR’s and Distributors) and meets certain prescribed requirements.  GPB’s are not considered our representatives.
It is therefore a requirement that even where the AR/Distributor has arranged their own policy that we also include them under our Policy.  The existence and proof of the AR/Distributors cover may provide for some premium relief under our Professional Indemnity cover.
Where it is decided between the parties that the AR/Distributor is to be included under our own Professional Indemnity cover only it would be prudent for us to include specific reference to the gaps potentially involved in such an arrangement.
[bookmark: _Toc133735804]Client MONEy
[bookmark: _Toc133735805]Overview
In all situations involving AR’s and Distributors we must ensure that all client monies are banked directly into our Trust Account.  Where there are practical reasons for the money to be banked into an account other than our existing Trust account a separate account should be set up to facilitate such payments.
In those cases where the monies related to insurance are collected as part of other moneys (e.g. annual subscriptions etc.) and it is not practical to have the client draw multiple cheques, such funds should be remitted to our Trust Account ideally on a weekly basis but in any event no less frequently than monthly.
In such cases the bank account involved will need to be audited annually (as a minimum) and a specific audit letter provided confirming that the bank account has been subject of an annual audit and that the account has been properly managed and all monies collected as insurance premiums have been paid over to us.
In such situations we will also need to place an entry in our Breach Register covering this issue.  The banking arrangements should also be made subject to an annual review to ensure that over time alternative arrangements that comply with our obligations under the Act are sought and investigated.
[bookmark: _Toc133735806]authorised representative Procedures
[bookmark: _Toc133735807]Introduction
Any application for AR approval must be supported by a detailed business case that identifies clear, unequivocal, significant and ongoing benefits to the business with acceptable and manageable downside risk involved.
[bookmark: _Toc133735808]Compliance Process
Any application should also refer to our Compliance Checklist and provide a comprehensive implementation plan to ensure our Compliance requirements are clearly understood and met.
[bookmark: _Toc133735809]Steps In Authorisation
Each potential AR should where considered necessary by the business complete the relevant Authorised Representative Application form (Authorised Representative Application Form or Corporate Authorised Representative Application Form) and Training Needs Survey (Training Needs Survey) as part of the application process.  ASIC Checks are also to be completed on any existing authorities held by the applicant etc.
The business will then need to determine the financial services that the AR will be authorised to perform, these can be some or all of the authorisations that we hold, but cannot include any authorisations for which we do not hold authorisation ourselves under our Licence.
The products that the AR will be authorised for needs to be considered and the authorisations provided to the AR should be limited to only those products which we wish the AR to deal and advise in.  By limiting the product range of the AR we reduce the risk of cross liability for other products that the AR may deal and advise in via another Licensee.
A review of our current Professional Indemnity policy is to be undertaken to ensure the activities of the AR will be covered under the policy.  The review should also include a costing for adding the AR to the policy where required.  If the policy requires endorsement to include the AR then this should be completed and confirmed prior to the AR being authorised.
Any coverage gaps in relation to prior acts or omissions of the AR are to be raised or highlighted to the AR.  Any coverage gaps for cross endorsed AR’s is also to be raised.
A corporation acts through its directors and employees.  However, an individual who is an employee or director of a corporate authorised representative cannot provide financial service on our behalf without being appointed as an individual authorised representative.
If what the corporate entity does is limited to operating as a payment vehicle for an individual authorised representatives, the corporate entity may not need to be authorised (it provides no financial services). However our approach is that in such circumstances we will always appoint the AR via the corporate entity to ensure full compliance and also to protect the AR and its corporate entity from any possible recovery being made against it via a Professional Indemnity claim.
Therefore if the entity is a body corporate we must use the Corporate Authorised Representative Agreement (Corporate Authorised Representative Agreement Template) as the basis for the agreement.
Corporate AR’s are legally able to sub-authorise staff and we must also address the type and nature of any sub authorisations that we will allow the CAR to have.  As mentioned above we will not authorise an AR to sub-authorise staff providing personal or general advice.
Any sub authorisations that involve the provision of Personal Advice will require individual advice to ASIC of the person so authorised.
If the AR is dealing with Retail Clients, the production of a separate FSG for each AR.  (apart from where the individuals are employees of the CAR, where one CAR FSG will suffice).  We must agree and document a distribution strategy with the AR.  The register of FSG’s (Document Register) should be updated with the relevant information.
Upon approval by the Responsible Managers and prior to commencement to act on our behalf the Authorised Representative Agreement (Authorised Representative Agreement Template ) or Corporate Authorised Representative Agreement (Corporate Authorised Representative Agreement Template) (as amended where necessary) is to be signed by all parties.
All stationary used by the AR is to be reviewed and signed off by the Responsible Manager(s) as complying with the requirements of the Act.  As a general rule all documentation should highlight our name and only make mention of AR’s details in smaller print.
Each AR or representatives of a CAR involved in providing Personal or General Advice is to be treated as though they are a staff member of the business in relation to our Training, Complaints, Compliance Policy and Procedures and our Appraisal and Development processes.  The use of our Staff Induction Checklist is a useful tool to manage this process.
Each AR that will be providing Personal or General Advice to Retail clients are subject to our induction processes for new staff.  As a rule of thumb such people should have a Police Check and Bankruptcy Check completed and filed accordingly.
The performance of the AR is to be the subject of informal review on a quarterly basis and a formal review as part of the annual Business Planning process.
The review is to be undertaken by the Responsible Manager(s) to whom the AR reports and should include compliance, business performance, training and the ongoing value that they bring to the business.  This review is to be documented and included in the AR’s file.
The AR is to be shown in the Organisation Chart maintained by the business.
A Training Plan/Register is to be set up for each AR staff member.
The details of a new AR are to be advised to ASIC within 15 days of appointment where required.  This can be done by using ASIC Connect.  ASIC Connect is a separate ASIC on line system to the AFS Portal and will require the business to register separately for ASIC Connect and request a Corporate Key that links the user profile to the AFS Licence.  Changes in the details of the AR and a revocation of an AR are to be advised to ASIC within 10 days of such revocation.  Again this can be done via the ASIC Connect system.
Note that where the corporate AR has been authorised to sub authorise staff, there is no need to advise ASIC of the individual staff subsequently authorised where the services are limited to General Advice on general insurance or to providing a Claims Handling and Settling Service.
Any requests to allow the AR to act on behalf of another AFS Licensee are to be referred to the Responsible Managers for approval.
If the AR is involved in providing Personal Advice to Retail Clients on investment related products than they must be added to ASIC’s Financial Adviser register via ASIC Connect.
In the event of revocation of an Authorised Representative the Responsible Manager(s) is to ensure:
a) ASIC is advised within 10 days using the ASIC Connect system.  This includes the Financial Advisers Register if applicable.
b) The formal Authority held by the AR is to be returned.
c) All appropriate AFS Licence and AR records of the business to be updated.
d) Ensure both the business and the AR promptly comply with all of the relevant steps included in the termination provisions of the AR Agreement.
e) Advise the AR that any Professional Indemnity coverage provided by us will cease upon termination and the AR should make their own arrangements for Run Off cover.
[bookmark: _Toc133735810]DISTRIBUTOR Procedures
[bookmark: _Toc133735811]Introduction
Any application for appointment of a Distributor must be supported by a detailed business case that identifies clear, unequivocal, significant and ongoing benefits to the business with acceptable and manageable downside risk involved.
[bookmark: _Toc133735812]Compliance Process
Any application should also refer to our Compliance Checklist and provide a comprehensive implementation plan to ensure our Compliance requirements are clearly understood and met.
[bookmark: _Toc133735813]Steps In Authorisation
Each potential Distributor should where considered necessary by the business complete the relevant Distributor Application form (Distributor Application Form) or Corporate Distributor Application Form) as part of the application process.  ASIC Checks should also to be completed on any existing authorities held by the applicant etc.
A review of our current Professional Indemnity policy is to be undertaken to ensure the activities of the Distributor will be covered under the policy.  The review should also include a costing for adding the Distributor to the policy where required.  If the policy requires endorsement to include the Distributor then this should be completed and confirmed prior to the Distributor being appointed.
Any coverage gaps in relation to prior acts or omissions of the Distributor are to be raised or highlighted to the Distributor.  Any coverage gaps for Distributors acting for multiple AFS Licensees is also to be raised.
A corporation acts through its directors and employees.  However, an individual who is an employee or director of a Distributor cannot provide financial service on our behalf without being appointed as a Distributor of the Corporate Distributor.
Therefore if the entity is a body corporate we must use the Corporate Distributor Agreement (Corporate Distributor Agreement Template) or (Distributor Letter of Appointment Template) as the basis for the agreement.  In such cases we must also address the type and nature of any sub authorisations that we will allow the Distributor to have.
If the Distributor is dealing with Retail Clients, It is strongly recommended that we develop a standard document that the Distributor can provide to the client and refer to in oral discussions that discloses the following information:
The availability of our dispute resolution system that covers complaints by the client in relation to the financial service and how that system may be accessed;
Who the distributor acts for when providing the financial service;
Any remuneration (including commission) or other benefits that the distributor, or an associate of the distributor, may receive in respect of, or that is attributable to, the provision of the financial service.
A disclaimer to the effect that they are not providing financial product advice, and that consumers should consider obtaining independent advice before making any financial decisions. This will help avoid misleading or confusing consumers about the authority of the Distributor and reinforce the fact that they are unable to provide financial product advice.
We should also ensure that there are documented and agreed processes to ensure that the clients of the Distributor are provided with our Financial Services Guide at or before the provision of any financial service and where this is not practical within 5 working days of any financial service being provided.
Upon approval by the Responsible Manager and prior to commencement to act on our behalf the Distributor Agreement (Distributor Agreement Template) or Corporate Distributor Agreement (Corporate Distributor Agreement Template) (as amended where necessary) or Distributor Letter of Appointment Template is to be signed by all parties.
The performance of the Distributor is to be the subject of informal review on an annual basis as part of the annual Business Planning process.
The review is to be undertaken by the Responsible Manager(s) to whom the Distributor reports and should include compliance, business performance, training and the ongoing value that they bring to the business.
The Distributor(s) is to be shown in any Organisation Charts produced by the business (or on a separate register due to the volume) as reporting to the Responsible Manager(s).
In the event of revocation of a Distributor the Responsible Manager(s) is to ensure:
f) The formal Authority held by the Distributor is to be returned.
g) All appropriate AFS Licence and Distributor records of the business to be updated.
h) Ensure both the business and the Distributor promptly complies with all steps included in the termination provisions of the Distributor Agreement.
i) Advise the Distributor that any Professional Indemnity coverage provided by us will cease upon termination and the Distributor should make there own arrangements for Run Off cover.
[bookmark: _Toc133735814]Group PURCHASING BODIES (GPB) Procedures
[bookmark: _Toc133735815]Introduction
Any application for involvement with a GPB must be supported by a detailed business case that identifies clear, unequivocal, significant and ongoing benefits to the business with acceptable and manageable downside risk involved.
[bookmark: _Toc133735816]Compliance Process
Any application should also be rigorously assessed for the compliance issues that a relationship may create and how such issues are to be managed and monitored.  A comprehensive implementation plan needs to be put into place to ensure our Compliance requirements are clearly understood and met.  A GPB that fails to meet the exemption criteria on an ongoing basis will typically default to representative status.
[bookmark: _Toc133735817]Steps In Authorisation
Each potential GPB should, where considered necessary by the business, complete the relevant GBP Application form (GPB Application Form) as part of the application process.  ASIC Checks should also to be completed on any existing authorities held by the applicant etc.
A review of our current Professional Indemnity policy is to be undertaken to ensure the activities of the GPB will be covered under the policy.  The review should also include a costing for adding the GPB to the policy where required.  If the policy requires endorsement to include the GPB then this should be completed and confirmed prior to the GPB being appointed.
Any coverage gaps in relation to prior acts or omissions of the GPB are to be raised or highlighted to the GPB.  Any coverage gaps for GPB’s acting for multiple AFS Licensees is also to be raised.
We must use the Sample Distributor Agreement (Corporate Distributor Agreement Template) or (Distributor Letter of Appointment Template) as the basis for the agreement.
We must confirm the GPB has a robust process to meet their obligations (refer GPB Approach in Section 7) on an ongoing basis and include the verification of this in our Compliance processes.
Upon approval by the Responsible Manager and prior to commencement to act on our behalf the GPB Agreement is to be signed by all parties.
The performance of the GPB is to be the subject of informal review on an annual basis as part of the annual Business Planning process.
The review is to be undertaken by the Responsible Manager(s) to whom the GPB reports and should include compliance, business performance, training and the ongoing value that they bring to the business.
The GPB(s) is to be shown on the Organisation Chart maintained by the business (or on a separate register due to the volume).
In the event of revocation of a GPB relationship the Responsible Manager(s) is to ensure:
a) The formal Authority held by the GPB is to be returned.
b) All appropriate AFS Licence and GPB records of the business to be updated.
c) Ensure both the business and the GPB promptly complies with all steps included in the termination provisions of the GPB Agreement.
d) Advise the GPB that any Professional Indemnity coverage provided by us will cease upon termination and the GPB should make their own arrangements for Run Off cover.
[bookmark: _Toc133735818]Spotter & Referrer (S & R) Procedures
The following rules are applied to all S & R’s:
· A Responsible Manager must approve all S & R’s.
· We must have either a completed Spotters and Referrers Agreement (Spotter - Referrer Agreement Template) or a signed Spotters and Referrers Letter of Appointment (Spotter-Referrer Letter of Appointment Template) in place with each S & R.
· The formal agreement should be completed for those S & R’s that produce a significant volume of business and where we wish to put our relationship on a formal and legal basis.
· The Letter of Appointment is designed to be used with S & R’s that produce minimal volumes of business and where our relationship is a more casual and informal one.
· All S & R’s should provide advice to all clients to whom they refer to us that they are not able to provide any Financial Services covered by our License.
· It is critical for the S&R to provide details to the client of any remuneration received for the referral.  Failure to do so may render the S&R to be deemed either a Representative of ours or providing financial services illegally..
· We should confirm to all clients introduced by S & R’s that the S & R is not able or authorised to provide any Financial Services covered by our License.
· We will disclose any payments made to an S & R in any Statements of Advice provided to clients sourced from the S & R where such payment is directly related to the referral or identification of that client or group of clients in general.
· Wherever possible, the involvement of an S & R in the provision of our services should be limited to introductions only.
· Where possible and practical all communication, advice, services, documentation and payment for services should be done directly with the client.
· In recognition of the limited role performed by an S & R it is expected that any remuneration payable to the S & R will preferably only involve a once off payment at the commencement of our contact with the client.
· The ongoing relationship with each S & R should be reviewed annually as part of the Business Planning Process.
[bookmark: _Toc133735819]Auth Rep & Distributor stationary/signage
[bookmark: _Toc133735820]Introduction
Both AR’s and Distributors must generally refer to our Australian Financial Service Licence (AFSL) in their business documents that are connected to the provision of a financial service.  This is necessary to avoid the s911C Corporations Act 2001 prohibition on holding out that you have an AFS Licence if you don't, and to avoid misleading consumers.
An Authorised Representative or Distributor under Legislative Instrument 15/682 must make it clear that they act in a representative capacity and identify the AFS licensee that they represent. Their business documents must not create the impression that they act as principal in relation to the financial services that they provide.
This is important information for consumers because it is our AFS License that has ultimate responsibility for the financial services that they provide.  Failure to identify their AFS licensee in business documents connected to the provision of financial services may mislead consumers and result in a breach of the prohibition against holding out that they have an AFS Licence if they don't (s911C).
We should take particular care that the business documents that a consumer sees first make it clear that they are an authorised representative or distributor and also identify our AFS License. This is because these documents create the initial impression for consumers about the capacity in which they act.
Often there will be a number of ways to make it clear that they are an authorised representative / distributor and identify our AFS Licence.
[bookmark: _Toc133735821]Stationary / Websites / Emails
Our standard approach is that any documentation / resources including:
Invoices
Letterhead
Websites
Emails
Advertising / marketing /promotional material etc.
will clearly show the status of the authorised representative / distributor and identify our AFS Licence status.
Items such as Business Cards, Compliments Slips, Envelopes etc. are not required to display the status of the authorised representative / distributor.
Where relevant, documentation / resources should also promote the Insurance Brokers Code of Practice and provide a link to the Code.
[bookmark: _Toc133735822]Office Presentation
A consumer entering the authorised representative / distributor offices could be informed that they are an authorised representative or distributor of ours by: 
signage on the building; or 
lettering on the wall or window near the entrance to your premises; or 
a prominent sign on the front counter/reception desk.
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