IX. Retail Sales — Insurance

Audit Function Evaluation

Consider whether the bank’s audit program includes its retail
insurance sales program, including third party activities, and
assess the audit program’s effectiveness.

Decision Factors

After completing the assessment of the compliance
management system, examiners should document their
conclusions as to whether risks in the retail insurance sales
program area are adequately managed by the institution, as
well as their responses to each of the following Decision
Factors:

1. Do the board of directors and senior management provide
effective oversight of the retail insurance sales program?

2. Are policies, procedures, information systems, training,
and licensing adequate for such sales activities?

3. Does the institution adequately monitor customer referral
and insurance sales activities?

4. Does the audit function include the insurance sales
program, and is it adequate?

Based on the conclusions and responses to the above
questions, examiners should determine the extent of
transaction testing or file review necessary to complete

the compliance examination. If such review is deemed
appropriate, examiners should pull a sample of accounts
and/or files and use the Expanded Analysis procedures below.

Expanded Analysis

The examination procedures in this section should be used
when examiners identify material weaknesses in the bank’s
compliance management system that require further review
to complete their assessment and to determine the bank’s
compliance with part 343. The entire set of expanded
procedures should not be applied automatically. Examiners
should use only those expanded procedures that address
specific areas of significant risk, weakness, or supervisory
concern.

Disclosures, Notices, Acknowledgements, and
Advertisements

Sample customer account files to review disclosures and
written acknowledgments, including those incorporated into
credit applications.

Review all advertising and promotional materials, including
the text of prepared scripts (telemarketing and platform).

Personnel Qualifications

Sample sales representative personnel files to determine
whether they have the appropriate licenses and training, and to
review their regulatory histories.

Sales Setting

Determine that the retail insurance sales setting is physically
distinct from the retail deposit area (visit additional sales
locations when practical).

In those instances where there is limited space in the bank,
determine that signage and other techniques are used to clearly
distinguish the retail insurance sales setting from the retail
deposit area to avoid the potential for customer confusion.

Compensation

Review management reports, sales reports, and a sample of
employee insurance sales compensation records to verify that
customer referral fees are paid as a one-time nominal fee of
a fixed dollar amount for each referral, and that the referral
fee is paid regardless of whether the referral results in a
transaction.

Monitoring

Sample customer account files and evaluate the effectiveness
of the bank’s monitoring at identifying and eliminating
documentation deficiencies.

Review customer complaints and consider whether the bank
addressed them adequately and used them to detect potential
compliance breakdowns.

Sales Practices

Review sales records to ensure that only licensed personnel
sell insurance.

Documenting Examination Findings.

Findings should be documented in the workpapers and
incorporated in the report of examination as appropriate. In
addition, record the information about the review and analysis
of bank insurance sales in SOURCE under the tabbed section
labeled “NDP Sales.”
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