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Bellrock takes a client-focused and proactive approach to
risk assessment with the view to establishing a unique and
individual risk profile for each client that helps guide them
to more resilient and stable operations.

To comply with their policy obligations and to proactively
manage risk, financial institutions may benefit from a health
check that assesses whether they are compliant with the
various regulatory requirements governing their operations.
Particularly with a view to avoiding any regulatory inquiries
or foreseeable risks that may arise with their operations. A
health check may support in curbing any potential backlash
from the regulator, can have a positive effect on insurance
premiums in the long run, and ultimately, on a business’
financial position and balance sheet.

On the other hand, many small businesses which have
little experience with raising capital or do not have the
resources to obtain an Australian Financial Services
Licence (AFSL) / Australian Credit Licence (ACL), may not
realise that the projects they are working on may fall within
the scope of what is considered “carrying out a financial
activity / credit activity”.

At Bellrock we combine the market insights of our Advisors
with the findings of our Third Party Experts to present you
with a holistic risk management strategy. This strategy is
developed in collaboration with you to ensure our approach
aligns closely to your business objectives.

Bellrock approach to risk
management for
Financial Institutions

Financial services landscape

In recent years, the Australian Securities and Investment
Commission (ASIC) has been scrutinising businesses that
are operating in the financial services or credit industries
to ensure that they are operating in compliance with all
relevant laws and that their practices are not harming
consumers.

The penalties for carrying out a financial services business
or credit business without the appropriate licences can
range from hefty fines, director bans, reputational damage,
liquidation on projects mid-development to criminal liability.
One recent case left an unlicenced property developer
with a 6.5-year operational ban, owing $131 million in debts
to its creditors, and the directors having to pay a personal
fine of $1.25 million to ASIC. Further, even when an entity
has the appropriate AFSL and/or ACL, ASIC will scrutinise
whether the entity complies with their licence obligations.

This highlights the importance for smaller businesses to
ensure they understand their legal requirements under

the complex regulatory regime that governs financial
services and credit activities. We understand that not every
business might have the resources to evaluate this type of
risk or cater to it internally, so Bellrock has partnered with
prominent law firm Dentons to offer a two-prong approach
torisk assessment.

When it comes to financial risks, Bellrock can assist its
clients in two ways:

O1. For existing AFSL/ACL holders, Dentons can carry out
a health check to triage compliance with regulatory
obligations; or

02. For non-AFSL/ACL holders, Dentons can support
in evaluating whether any part of their business is
carrying out a ‘financial services activity’ or ‘credit
activity’ that requires an AFSL or ACL to avoid the
hefty fines and penalties being imposed by the
regulator.
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Remote Assessment

The standard assessment is conducted remotely

via a video or conference call, and open dialog using
appropriate question sets. The length and depth of the
remote assessment will vary from business to business,
dependent upon the business’s requirements in terms
of the financial risks it faces. Each business is unique,
and Bellrock acknowledges this. We believe that greater
clarity can be achieved during focused discussion rather
than completing a similar activity on-line. The outcome
is a tailored and streamlined process, with specific
recommendations being identified for your business.

Getting the most from the assessment

The approach will be predominantly based on the
information which is made available and discussed during
the executive assessment. Please note, it is not intended
that the remote assessment will identify or cover all risks
that may be prevalent to you. Clients wishing to gain

the most benefit from the assessment will be strongly
encouraged to provide all information requested by
Bellrock and/or Dentons in advance of the scheduled
assessment. Information available for review in advance of
the assessment will ordinarily permit a greater opportunity
to focus on key areas during the meeting to provide further
detailed insight.

+

Why get an assessment?

01 Comply with insurance policy obligations in
relation to regulatory inquiries.

02 Comply with your regulatory requirements.

03 Reduce premiums by confirming sound
regulatory compliance and reduce the
likelihood of investigation.

04 Understand your business’ needs and legal
obligations in relation to ‘financial activities..

05 Facilitate an introduction to an AFSL
trustee/ACL entity for management of any
projects which may fall within the regulatory
requirement to hold an AFSL/ACL if it is not
possible or desirable for your business to hold
alicence.
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Information required

What information do we need?
In order to ensure efficient analysis of your regulatory compliance, we require access to the following information (as

applicable).
Key Document Context Provided
1 AFSL/ACL Assess which regulations are applicable to your business
2. Approved product lists Information about your products/services and what credit activities you

engage in

3. Client lists Information on any restrictions to sophisticated/wholesale clients or whether
you service retail clients
4. Internal policies on TMDs, target Information on your process for preparing and signing off on target marketing
audience, appropriate consumers, determinations and product distribution channels
distribution conditions, handbooks
58 Policies on KYC, compliance, customer Information on customer identification, anti-money laundering policies,
due diligence compliance with mandatory document collection procedures
6. Statement of Advice / Product disclosure  Information on your process on signing off on SOAs (or other product
documents disclosures) for businesses providing personal advice or credit advice
T Advertising Guidelines and Policies Information on the type of advertising the business publishes and how it is
approved
8. Standard AR/ACR agreements Information in relation to due diligence carried out for ARs/ACRs and metrics
on AR/ACR compliance
9. Certificates or Policy, Schedules, Information on PI policy, run-off cover for retired employees
Endorsements, Policy Wordings
10.  Distribution Agreements Information on distribution agreements and any internal policies
1. IDR/EDR Policies and procedures in place on IDR/EDR
12.  List of Key People and their profiles Information on the functions, roles, responsibilities, qualifications and
experiences of key people
13 Disaster Recovery Plan Policies and procedures in place in case of loss of key people
14 Delegation of Authority Register Information on authority and how delegation is dealt with
15 Trust Accounts Information on trust accounts, how access and authority is managed
16 Crisis and Recovery Plans Information on any contingency plans in place for specific risks
17 Legacy Business Plans Information on absorbed legacy business
18 Claims Register Information on any past, current or pending litigation or disputes
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Assessment process

Conference call

How long does it take?

Ordinarily, the conference call and assessment should
be scheduled for around 1.5 - 2 hours. The time and
content can be adjusted dependent upon the dialog and
stakeholder preferences and information provided in
advance. The aim is to involve key individuals who have
operational knowledge of the licencing requirements,
compliance and risk management of the business.

Whom should attend?
The following stakeholder positions or equivalent should
be considered:

Client;

o Chief Executive Officer (CEQO)

o Chief Financial Officer (CFO)

o Chief Operational Officer (COO)
e Head of Compliance

e Head of Legal

Bellrock;

o Client Manager (not essential)
Dentons:

e Regulator risk specialist

+

Structure of the call

The conference call will aim to follow a standard
format but may be varied slightly in line with advance
information provided or any time constraints. It is
important that information is provided succinctly a
minimum of 72 hours prior to the call.

Dentons will ordinarily co-ordinate the discussions
between all parties, asking relevant questions.
Nonetheless, our experience would suggest that all
parties engage in open dialog, to ensure the optimum
information exchange can be achieved, in the time
allocated to assess the key areas under discussion.

Introduction: 5 mins
e Advisor makes introductions.
e Dentons confirm format, attendees and agenda.

Assessment: Up to 2 hours

e Dentons will lead with questions and answers on
policies and documents reviewed in relation to
the agreed topics for the assessment

e Timing is ordinarily kept to 120 mins in the
maximum and should be comfortably completed
in this timeframe. Answers should be clear,
concise, precise and supported by evidence
where appropriate

o Open dialog between all participants

Conclusion: 5 mins

e Summary and opportunity for stakeholders to
understand and seek clarifications on the content
or process on-going.
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Reporting

Reporting

AFinancial Institutions Risk Assessment Report will ordinarily

be produced with 14 days of receipt of all completed

information and conference call. The information provided will

be in plain English and will contain:

« Summary of the conference call and information
provided

e Executive risk assessment and overview of key
objectives

e Summary determination of regulatory or compliance
risk for AFSL/ACL holders or summary of determination
on licencing requirements for non-AFSL/ACL holders

e Summary of improvement areas to reduce risk or
recommendations for financial licence trustees to
engage

The report will be delivered as an encrypted document

through Bellrock.

+

Stakeholder involvement

Suggested stakeholder involvement and
responsibilities:

Client

e Provide information to ensure an overall process
timeline of no more than three to four weeks and
make key personnel available for assessment.

Bellrock

o Co-ordinate preferred time for assessment
between stakeholders

e Provide preferred communication details for
conference call

e Provide all information from client one week in
advance of conference call

e Ensure outstanding Q&A between parties are
facilitated

Dentons

e Understand stakeholder preferences and
suggested scope

e Administer assessment

e Generate and provide a Financial Institutions Risk
Assessment Report

e Assist as required in the broking and underwriting
process.
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About Dentons

About Dentons

Dentons is a global law firm operating across more than 50
countries, supported by a network of approximately 7,700
lawyers and legal professionals.

Recognised as one of the world’s top 20 Global Elite law
firms based on a survey of in-house counsel worldwide,
Dentons delivers trusted legal services across a broad range
of practice areas, including antitrust and competition, banking
and finance, capital markets, government, international trade,
venture capital, securities, and taxation.

Toby Blyth

Partner, Sydney

Toby’s practice focuses on risk management,
regulatory law, insurance and privacy.

Toby is listed in the 2020-2025 editions of Best
Lawyers in Australia for insurance law and in the
Legal 500 for Financial Services Regulatory.

Toby is the co-General Editor of the Insurance Law
Journal and the General Editor of Australian Risk
Management. He is a member of the Editorial Boards
of the Privacy Law Bulletin and the Insurance Law
Bulletin (all published by LexisNexis).

Toby is a Fellow of the Australian and New Zealand
Institute of Insurance and Finance and an Associate
Fellow of the Australian Life Underwriting and Claims
Association and is admitted to the Supreme Court

of New South Wales, the High Court of England and
Wales, and the Federal and High Courts of Australia.

Toby has published widely on organisational and
regulatory theory, public choice theory and law and
economics, and recently completed a textbook on
the regulation of general and life insurance products
in Australia.

Dentons helps clients achieve their business outcomes

and imperatives — whether they are trying to grow, protect,
operate or finance their organization. Their practice, industry
and sector groups work together to meet client goals and we
also have a number of advisory and consultancy solutions that
complement the services you might typically associate with a

law firm.

DENTONS
Elise lvory
Partner and Head of Office

Elise is a Partner in the Financial Products and Services
group in Sydney, where she is the leader of the
Technology, Regulation and Compliance team. She is
also the Head of Office for Sydney.

She advises both major and smaller banks, mutual banks
and building societies, non-bank lenders and securitised
mortgage programs, aggregators, and mortgage
brokers on consumer and commercial credit regulation,
compliance, distribution and licensing.

Elise is highly regarded by clients for her depth of
knowledge and her solution-focused approach. With over
22 years’ experience, Elise has an in-depth and expert
knowledge of the intricacies of the industry which she
applies to her work.

Elise has experience in both the retail and commercial
transactional lending teams at Dentons, giving her a
practical insight into the workings of her clients’ business
and ensuring workable solutions to regulatory issues.

Elise has experience in drafting, reviewing and advising
on all types of credit contracts, responsible lending
(including conducting full reviews and audits), loan book
purchases and due diligence relating to sales and IPOs,
digital lending, new product development, distribution
agreements, industry codes, unfair contract terms,
privacy, anti-money laundering and counter-terrorism
financing laws, and Corporations Act issues.
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Here to help

Your Bellrock Service Team is here to assist you
Acknowledged as industry thought leaders, Bellrock’s
Team of Advisors are well known and respected across
the industry. Our passion for delivering superior risk
advisory and advocacy services to our clientsis a
cornerstone of our offering. We believe this is reflected
in the outcomes we achieve for our clients.

View our full team of Risk Advisors
including contact details here.

Bellrock Advisory Pty Ltd
ABN 78 611143 410 AFSL 520 281

Head Office

Level 25,171 Sussex St Sydney NSW 2000
Ph +612 9188 2460
contact@bellrockadvisory.com

< Bellrock


http://www.bellrockadvisory.com/our-people/

