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Internal control

With policies and processes

clearly defined and optimised, the
management and board of directors
of the organisation effectively oversee
the execution of internal control
mechanisms in relation to:

+ management oversight

+ risk assessment

» accountability measures

- information and communication
* monitoring of activities.

The Support PSF puts in place sound
and efficient risk evaluation processes
as well as processes for managing the
risk of those operational activities
which are closely associated with the
financial sector.

The observance of legal and regulatory
requirements ensures the long term
viability of the Support PSF. Strictly
conducted internal and external
audits, as well as direct reporting lines,
guarantee ongoing control by the
supervisory authority.

Corporate governance

The tight supervision rules prescribed
by Luxembourg’s financial supervisory
authorities lead to an effective
application of corporate governance
principles. These principles provide
guidance, foster the balanced exercise
of power and control within the
organisation, and encourage dialogue
and transparency in the best interest
of all stakeholders.

Support PSFs are committed to good
corporate governance and their
execution of appropriate measures is
supervised by the CSSF. These strict
governance rules apply to definition
of mission scope and service levels.
They ensure a high level of quality
of the outsourcing relationship and
commitment to clear service level
agreements.

Luxembourg Support PSF regulation
provides a solid framework for
compliance with the requirements of
the Basel Committee, the Committee
of European Banking Supervisors
(CEBS), the MIFID Directive and the
corresponding Level 2 measures *, in
the case where a financial institution
relies on third party providers

for managing critical operational
functions.

#The Level 2 measures of the MiFID directive provide information and guidance on how to implement Article 13(5) in great detail, including:

+ non-delegation of compliance: if a supervised company delegates an activity to a service provider, the responsibility of the activity remains with the management of the investment

firm;

« service level agreements: written agreements between the supervised company and the service provider are mandatory and must clearly define the functions of each party as well
as provide measures for continuous monitoring and mechanisms for managing services and adjusting the agreement;

+ general requirements of the supervised company in relation to supervising services and risk management: monitoring quality, maintaining internal supervisory expertise and

providing appropriate termination rights.




Compliance and audit

Supervised companies must comply
with the laws and circulars published
by the Luxembourg prudential
supervisory authority. Compliance is
assessed by conducting evidence based
internal audits.

The obligatory auditing helps
customers to improve control of their
outsourced activities, and guarantees
that formal agreements are translated
into a tangible reality.

The Support PSF applies the same
code of conduct as its financial
industry customers. Each person
involved at any level of the
organisation shares knowledge and
understanding of the rules applicable
to deposittaking institutions such as
banking secrecy, confidentiality of

customer information and anti-money
laundering measures. Continuous
training of relevant staff ensures that
Support PSFs are up to date with the
latest developments of the financial
sector as they apply to the services
they provide.

A tinal word

Luxembourg'’s unique approach has contributed to building a
centre of excellence for regulated outsourcing. In addition to
other attractive factors, this may prompt financial institutions
to consolidate certain global services for their organisations in
Luxembourg.

Companies that go this way will achieve economies of scale
and reap benefits from outsourcing to well trained Support
PSF teams who have aligned their business processes with the
statutory environment of their customers.
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Relying on Expertise, Building on Innovation

Luxembourg for Finance

Agency for the Development of the Financial Centre

Luxembourg for Finance is a public-private partnership between the
Luxembourg Government and the Luxembourg Financial Industry Federation
(PROFIL). It consolidates the efforts made by the public authorities and
principal actors of the financial sector to ensure the development of

an innovative and professional financial centre through a coherent and
structured communications policy.

Thus Luxembourg for Finance will enhance the external
presentation of the financial centre, communicating
the advantages of its products and services to a wider
public and highlighting the numerous opportunities
available to investors and clients, whether institutional

or private, from around the world.
Luxembourg for Finance organises seminars in interna-
tional financial centres and takes part in selected world

class trade fairs and congresses.

The agency also develops its contacts with opinion

leaders from international media and is the first port

of call for foreign journalists. )

Luxembourg for Finance
Agency for the Development of the Financial Centre

7, rue Alcide de Gasperi - P.O. Box 904 - L-2019 Luxembourg
Tel. (+352) 27 20 21 1- Fax (+352) 27 20 21 399
Email lff@lff.lu - http://www.Iff.lu




Luxembourg for Finance thanks the members of the

Support PSF Communication Working Group for their work
on this brochure.
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