Labuan

Financial Services Authority

GUIDELINES ON COMPLIANCE FUNCTION FOR LABUAN LICENSED ENTITIES

1.0 Introduction

1.1 Compliance is a key corporate culture which concerns all stakeholders within an
organisation and should be viewed as part of its core functions. This Guidelines
sets out Labuan FSA’s minimum expectation on the compliance function as an
integral part of the corporate governance in addressing compliance risk within a
Labuan Licensed Entity (LE) as well as developing and enforcing strong
compliance culture. The “compliance risk” in the context of this Guidelines refers
to the risk of financial losses due to legal or regulatory sanctions, or reputational
loss due to its non-compliance to the applicable requirements of the laws,
regulation, or code of conduct related to the LE’s activities.

1.2  The role of the compliance function of an LE is to provide independent assurance
to the Board of Directors (the Board)' and the senior management’ on the state
of compliance of the LE with regard to the legal and regulatory requirements as
well as internal policies of the LEs. In this regard, the Compliance function is also
expected to work with its senior management and staff to identify and manage
legislative, regulatory as well as operational compliance risk.

1.3 In view of the criticality of the compliance function to an LE, Labuan FSA expects
that the Board and Principal Officer (PO)3 to be ultimately responsible in ensuring

the appropriate compliance framework is instituted based on the nature and
complexity of the LE's business, structure and operations.

2.0 Applicability

2.1 This Guidelines is applicable to the following LEs:

" For the purpose of this Guidelines, in relation to an LE of a branch status; the Board can refer to the regional office
or head office overseeing the management of the branch LE.

% Officers who have primary or significant responsibility for the management and performance of the business
activities of the LE including the PO.

® The officer that is ultimately responsibility for managing the overall affairs of the LE and is equivalent to a role of a
Chief Executive Officer (CEQ).
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3.0

3.1

3.2

4.0

4.1

4.2

(i) Labuan banks and Labuan investment banks licensed under Part VI of the
Labuan Financial Services and Securities Act 2010 (LFSSA) excluding
Labuan Financial Business;

(i) Labuan Islamic banks and Labuan Islamic investment banks licensed
under Part VI of the Labuan Islamic Financial Services and Securities Act
2010 (LIFSSA) excluding Labuan Islamic Financial Business;

(iii)  Labuan insurers and reinsurers licensed under Part VIl of the LFSSA
excluding Labuan Captive Insurance Business;

(iv) Labuan takaful operators and Labuan retakaful operators licensed under
Part VIl of the LIFSSA excluding Labuan Captive Takaful Business;

(v) Fund managers licensed under Part Il of the LFSSA;
(vi)  Islamic fund managers licensed under Part IV of the LIFSSA,;

(vii) Labuan Trust Companies licensed under Part V of LFSSA excluding
Managed Trust Companies; and

(viii) Any other persons or licensed entities that Labuan FSA may specify from
time to time.

Legal Provision

The Guidelines is issued pursuant to Section 4A of the Labuan Financial
Services Authority Act 1996 (LFSAA) for the purpose of clarifying the
requirement, duties and responsibilities of a compliance function.

Any LEs which fail to comply with the Guidelines may be guilty of an offence
punishable under Section 36B and 36G of the LFSAA.

Effective Date

The Guidelines shall come into effect on 1 June 2014 and would remain effective
and applicable unless amended or revoked.

The Guidelines should be read together with the following circular and guidelines:

(i) Circular on the Information on Designated Compliance Officer dated
3 September 2003; and

(ii)  Guidelines on Anti-Money Laundering and Counter Financing of Terrorism
which is relevant to Labuan IBFC dated 4 January 2007.
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