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THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED 

SRI LANKA BRANCH 

STATEMENT OF COMPLIANCE 

The Hongkong & Shanghai Banking Corporation Limited - Sri Lanka Branch ('HSBC Sri Lanka') 
is registered in Sri Lanka as a branch of The Hongkong and Shanghai Banking Corporation 
Limited ('the Company'), a company incorporated in Hong Kong. HSBC Holdings pie, a company 
incorporated in England, is the ultimate holding company. 

HSBC Sri Lanka has effective processes in place to ensure compliance with applicable laws and 
regulations pertaining to the banking industry in Sri Lanka, including The Banking Act, Prevention 
of Money Laundering Act No 5 of 2006 (PMLA) and Amendment No 40 of 2011, Financial 
Transactions Reporting Act No 6 of 2006 and related Acts, Companies Act No. 7 of 2007 and the 
Central Bank or Sri Lanka directions and guidelines. Additionally we are also bound to comply 
with the applicable directions of the Company. Also the Banking Act Direction No. 11 of 2007 and 
its amendments ("the said Direction") on Corporate Governance for Licensed Commercial Bahks 
in S.ri Lanka, issued by the Monetary Board of the Central Bank of Sri Lanka under section 46 (1) 
of the Banking Act No. 30 of 1988 provides that the mandatory requirements set out in section 3 
of the said Direction should be complied with by Licensed Commercial Banks. All branches of 
foreign ban·ks are requested to adhere to sections 3 (8) and 3 (9) of the said Direction and HSBC 
Sri Lanka complies with the same on Corporate Governance. 

The Group has adopted a risk management and internal control structure, referred to as the 
Three Lines of Defence, to ensure it achieves its commercial aims while meeting regulatory and 
legal requirements and its responsibilities to shareholders, customers and staff. 

The First Line of Defence consists of 'Risk Owners', 'Control-Owners' and 'Business Risk and 
Control Managers' (BRCM). The Risk Owners in the Globi\1I Businesses are accountable for 
setting risk appetite, identifying, owning and managing operational risks for their Business in line 
with appetite. They are accountable and responsible for managing risk in their day to day 
activities through processes and controls. The Control owners, who may sit within a Global 
Business, Global Function, HSBC Operations, Services and Technology (HOST) Function or a 
Third Party, assess and manage the processes, activities, or systems to ensure that they are 
operating effectively. They work with the Risk Owners to understand and manage the risks. The 
BRCMs who may sit within a Global Business, Global Function, HOST Function or geographic 
CEO/COO structure, provide operational risk advice and control testing for their organizational 
area. They work closely with Risk Owners and Control Owners to ensure operational risk 
management activities are effectively executed. 

The Second Line of Defence consists of 'Risk Stewards' and 'Operational Risk Functions' who 
sets policy and guidelines for managing operational risks and provide advic.e and guidance to 
support these policies. It also challenges the First Line of Defence to ensure that its risk 
management activities are working efficiently, The Second Line of Defence is independent of the 
day to day commercial risk- taking activities undertaken by the First Line of Defence. The Risk 
Stewards, sitting within the Global Functions perform the specialist role in the oversight of the 
First Line of Defence activities for a given risk type. The Operational Risk. Function provides 
evidence and guidance on the use of the Operation Risk Management F'ramework. They also 
challenge the effectiveness of the framework in use both in the First and Second lines of defence. 

The Third Line of Defence, Global Audit, independently assures our risk management, 
governance and internal controls to make sure they are effective and fit for purpose. They are 
responsible for providing independent assurance to management and the Board over the design 
and operation of HSBC's risk management, governance and internal control processes. 



THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED 

SRI LANKA BRANCH 

STATEMENT OF COMPLIANCE 

The existing Compliance team of HSBC Sri Lanka hqs two distinct sub�functions: Financial Crime 
Risk (FCR) and Regulatory Compliance (RC). 

FCR is focused on: 

• . Anti-Money Laundering (AML), Counter Terrorist Financing & Proliferation Finance
• Sanctions
• Anti-Bribery and Corruption (AB&C)

RC is focused on 

• Understanding the regulatory landscape and working with the business to help them
identify and manage their regulatory compliance risks. RC provides independent and
objective oversight ahd challenge, and promote a compliance-orientated cµlture,
supporting the business in delivering fair outcomes for customers and achieving HSBC's
strategic objectives.

• Conduct of Business (Customer, Counterparties and Clients as well as Products and
Services)

• Market Conduct
• General regulatory compliance management including stakeholder support

The Regulatory Compliance team is responsible for setting tlie policies and standards which 
cover HSBC's regulatory requirements, and supports the management of conduct arid 
reputational risk issues. The team works closely with the Global Businesses and Functions while 
maintaining an independent and challenging mind set. This is a critical part of being the second 
line of defence. 

Given the dynamic and evolving regulatory environment HSBC is operating today, the Regulatory 
Compliance team would grasp the regulatory change agenda and '3nsure that the businesses 
understand the implications and are prepared for change. 

Th.e Regulatory Compliance team also monitors how the Global Businesses and Functions 
manage their responsibilities with regard to complying with the required regulations, and will 
support the resolution of compliance deficiencies. 

There is a Financial Crime Compliance Risk Programme now underway to manage change and 
this is part of Global Standards. There are three key components in this Programme and they are: 

• Aligning current activities, such as Know Your Customer and customer screening, and
building these into a new and far more integrated framework to conduct Customer Due
Diligence. This will enable HSBC to manage financial crime risk more effective.ly across
the complete customer life cycle.

• Building stronger controls to improve the way Financial Crime Compliance risks are
managed. Improved controls will help HSBC to measure how effective they are at
managing financial crime in any given business or country - and help them to spot gaps
as well as trends, so they can take action.

• The way customers, both at a personal and business level, do their banking today has
changed in recent years. As part of this change, HSBC has made a $ignificant investment
in new technology to make sure we're gathering and analysing financial intelligence in a
smart way, so that we can identify suspicious transactions, activity or connections,
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