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Re: Consultation on the National Financial Regulatory Administration Measures on Compliance
Management of Financial Institutions

Dear Sir/ Madam
Bagm et/

Headquartered in Boston, Massachusetts, State Street Corporation (“State Street’) specializes in providing
institutional investors with investment servicing, investment management, data and analytics, and investment
research and trading. With US$44.3 trillion in assets under custody and/or administration and US$4.4 trillion in assets
under management as of June 30, 2024, State Street operates in more than 100 geographic markets globally. In
mainland China, State Street Bank and Trust Company Beijing Branch (“SSBT Beijing Branch”) was established in
2011, mainly providing business functions including client service and FX trading, which makes this consultation
paper highly relevant to SSBT Beijing Branch’s compliance management.
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SSBT Beijing Branch appreciates the opportunity to provide comments to the National Financial Regulatory
Administration (“NFRA") on the proposed consultation paper on the Measures on Compliance Management of
Financial Institutions (“Consultation Paper”) issued on August 16, 2024 to solicit public comments. In general, we
welcome the NFRA's efforts to further promote unified compliance management duties, strengthen financial
institutions’ compliance management capabilities in accordance with law. Meanwhile, we have some comments and
would like to seek further clarifications on the following aspects of the consultation paper.
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Article 8 Ultimate Responsibility
B/ F BETFLF

Article 8 of the consultation paper requires the Board of Directors of a financial institution to bear the ultimate
responsibility for the effectiveness of compliance management, and perform the compliance management duties.
Due to the limited presence, foreign branches usually set up local management committee to resume the function of
Board of Directors. Meanwhile, according to international financial institutions’ common practice, compliance
departments’ establishment and management, compliance managers’ appointment and dismissal, etc. should follow
the international financial institutions’ vertical compliance management control. Local management committee does
not bear the ultimate responsibility of compliance department management. In turn, we recommend that the NFRA
consider the exemption for foreign branches.
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Article 11 Chief Compliance Officer
Bf—F BEEHE

Article 11 of the consultation paper provides requirements on appointment of the Chief Compliance Officer(CCO) of
the financial institution. According to this article, a financial institution shall appoint a CCO at the headquarters level,
meanwhile, the financial institution shall appoint compliance officer(s) at the provincial level or primary branch level.
The requirement is not clear for an international financial institution who establishes one single foreign branch in
China mainland. We suggest that the NFRA to further clarify whether the China head of compliance hired by the
single foreign branch in China mainland should be considered as a CCO or a compliance officer.
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Article 12 Conflict of Interest
B =F FRimE

According to Article 12, a financial institution could appoint independent CCO and compliance officer(s), or allow the
person in charge of the financial institution at headquarters level or provincial level or primary branch level, to serve
the compliance role concurrently. We would like to point out that the dual-hatting arrangement of the person in charge
of the financial institution and compliance officer function may trigger conflict of interest, the arrangement may also
conflict with the three lines of defense internal control principle as a common practice adopted within international
financial institutions, e.g. the responsible person of a financial institution shall belong to the first line of defense while
the compliance function shall belong to the second line of defense.
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We suggest to amend: financial institutions shall are-enceuraged-te set up separate chief compliance officers and
compliance officers.
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Article 14/15 Personnel Qualification
F|UIF/ BT FRIEH

Article 14(2) and 15(2) of the consultation paper require that the COO and compliance officer(s) shall have legal
compliance working experience in the past certain years. However, according to the international financial institution’s
management regime, legal and compliance are two distinct functions. The consultation should further clarify the
relationship between the requirements on legal working experience and compliance working experience. In principal,
legal working experience for compliance officers should not be mandatory. We would suggest NFRA amending the
consultation as below:

Article 14(2), engaged in financial work for more than eight years and engaged in legal “or” compliance work for
more than three years; or have been engaged in legal “or” compliance work for more than eight years and have
been engaged in financial work for more than three years; or have been engaged in financial work for more than eight
years and have obtained a legal professional qualification certificate.

Article 15(2), engaged in financial work for more than six years and engaged in legal “or” compliance work for more
than three years; or have been engaged in legal “or” compliance work for more than six years and have been
engaged in financial work for more than three years; or have been engaged in financial work for more than six years
and have obtained a legal professional qualification certificate.
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Article 20 Regulatory Reporting Standard
F_1# BEREHE

According to Article 20, when a financial institution has a major violation of laws or regulations or a major compliance
risk, compliance officer shall report to the NFRA promptly. We suggest that the NFRA shall provide detailed reporting
standard for banks to mirror in order to formulate report and conduct reporting. At the same time, please include the
clear definition/threshold of “major reputational losses”, no sample threshold for “major reputational losses” may resuit
in inconsistent reporting standards related to reputational loss for each of the institution.
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Article 29 Part-time Personnel Arrangement
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According to Articie 29, financial institutions shall assign full-time or part-time personnel to departments other than
the compliance management department to engage in compliance work. We would like to propose to change “to
department other than the compliance management department” to “to business departments other than the
compliance department”. In that case, foreign branches can leverage the existing business risk management
personnel to fulfil the requirement.
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Article 35 Educational Background
B="1T% HEHR

Article 35 of the consulation requires that “the compliance department shall be primarily composed of personnel with
a background in law or economics and finance. Among them, those who are engaged in the legal review of important
business decisions, rules and regulations, and contracts of institutions for the first time, as well as those who provide
legal opinions on major matters such as institutional restructuring and reorganization, mergers and acquisitions, listing,
property rights transfer, bankruptcy reorganization, reconciliation and liquidation, shall have a legal professional
background or have passed the legal professional qualification examination.” We concern that there is no clear
separation between legal and compliance departments in regarding of educational background and responsibility
assignment requirements. As a common practice, the international financial institutions usually establish sperate legal
and compliance departments, each managing clear different corporate functions. Conducting legal review and
providing legal opinions are the functions of legal department.

We suggest to amend: the compliance management department is encouraged to be shal-be primarily composed
of personnel with a background in law or economics and finance, or be composed of personnel with compliance
working experience.
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Article 44 Remuneration
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Article 44 generally requires that the compliance officers’ total annual remuneration income should not be lower than
the average level of personnel with the same qualifications including same job type, same rank and same assessment
results of the same financial institution. Since foreign branches’ compliance department have smaller presence, e.g.
foreign branches may only assign 3 compliance officers, we suggest foreign bank’s remuneration should be based
on the internal remuneration evaluation system, as well as market remuneration level.

KRBV VIR R AZREME W EEHMINKFESE LFAER TR ARGRY. RRE. AEZER
NGPFEPKT . BFANRRAT TSRS IR, 4T R E 3 LEMERNHERT, BATENT AR
R DN A L R 256 SR T S B K P REAT B .

—-—
== STATE STREET



Thank you again for the opportunity to provide our comments. We appreciate your consideration of this letter and the
recommendations we propose. Please feel free to contact us if you wish to discuss State Street's submission in
further details.
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Yours faithfully
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