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4 a
NYUBOANIVN International Organization of Securities

10.

11.

Commissions (I0OSCO)

Ordinary Members of IOSCO

ALBANIA

Albanian Financial Supervisory Authority
ALGERIA

Commission d'organisation et de surveillance des opérations de bourse
ARGENTINA

Comisién Nacional de Valores
ARMENIA

Central Bank of Armenia

AUSTRALIA

Australian Securities and Investments Commission
AUSTRIA

Financial Market Authority

BAHAMAS, THE

Securities Commission of the Bahamas
BAHRAIN, KINGDOM OF

Central Bank of Bahrain
BANGLADESH

Securities and Exchange Commission
BARBADOS

Financial Services Commission
BELGIUM

Financial Services and Markets Authority



12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.
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BERMUDA

Bermuda Monetary Authority

BOLIVIA

Autoridad de Supervision del Sistema Financiero (ASFI)
BOSNIA AND HERZEGOVINA, FEDERATION OF
Securities Commission of the Federation of Bosnia and Herzegovina
BRAZIL

Comissdo de Valores Mobiliérios

BRITISH VIRGIN ISLANDS

British Virgin Islands Financial Services Commission
BRUNEI

Autoriti Monetari Brunei Darussalam (AMBD)
BULGARIA

Financial Supervision Commission

CAYMAN ISLANDS

Cayman Islands Monetary Authority

CHILE

Superintendencia de Valores y Seguros (SVS)

CHINA, PEOPLE'S REPUBLIC OF

China Securities Regulatory Commission

COLOMBIA

Superintendencia Financiera de Colombia

COSTA RICA

Superintendencia General de Valores

CROATIA, REPUBLIC OF

Croatian Financial Services Supervisory Agency
CYPRUS, REPUBLIC OF

Cyprus Securities and Exchange Commission

CZECH REPUBLIC

Czech National Bank
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29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.
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DENMARK

Finanstilsynet

DOMINICAN REPUBLIC

Superintendencia de Valores de la Republica Dominicana
ECUADOR

Superintendencia de Compaifiias

EGYPT

Egyptian Financial Supervisory Authority

EL SALVADOR

Superintendencia del Sistema Financiero

ESTONIA

Financial Supervision Authority (Finantsinspektioon)
FINLAND

Financial Supervision Authority

FORMER YUGOSLAYV REPUBLIC OF MACEDONIA
Securities and Exchange Commission of the Republic of Macedonia
FRANCE

Autorité des marchés financiers

GERMANY

Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin)
GHANA

Securities and Exchange Commission

GIBRALTAR

Financial Services Commission

GREECE

Hellenic Republic Capital Market Commission
GUERNSEY

Guernsey Financial Services Commission

HONDURAS

Comisién Nacional de Bancos y Seguros (National Banks and Securities Commission)
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44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.
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HONG KONG

Securities and Futures Commission

HUNGARY

Hungarian Financial Supervisory Authority
ICELAND

Fjarmalaeftirlitid (FME) - Financial Supervisory Authority
INDIA

Securities and Exchange Board of India (SEBI)
INDONESIA

Indonesian Capital Market and Financial Institutions Supervisory Agency
IRELAND

Central Bank and Financial Services Authority
ISLE OF MAN

Financial Supervision Commission

ISRAEL

Israel Securities Authority

ITALY

Commissione Nazionale per le Societa e la Borsa
JAMAICA

Financial Services Commission

JAPAN

Financial Services Agency

JERSEY

Jersey Financial Services Commission
JORDAN

Jordan Securities Commission
KAZAKHSTAN, REPUBLIC OF

National Bank of Kazakhstan

KENYA

Capital Markets Authority
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58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.
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KOREA

Financial Services Commission/Financial Supervisory Service (FSC/FSS)

KYRGYZ REPUBLIC

State Agency for Financial Surveillance and Accounting
LIECHTENSTEIN, PRINCIPALITY OF

Financial Market Authority

LITHUANIA

Central Bank of the Republic of Lithuania
LUXEMBOURG, GRAND DUCHY OF
Commission de surveillance du secteur financier
MALAWI

Reserve Bank of Malawi

MALAYSIA

Securities Commission

MALDIVES, REPUBLIC OF

Capital Market Development Authority

MALTA

Malta Financial Services Authority

MAURITIUS, REPUBLIC OF

Financial Services Commission

MEXICO

Comision Nacional Bancaria y de Valores
MONGOLIA

Financial Regulatory Commission

MONTENEGRO

Securities Commission of the Republic of Montenegro
MOROCCO

Conseil déontologique des valeurs mobilieres (CDVM)
NETHERLANDS, THE

The Netherlands Authority for the Financial Markets



72.

73.

74.

75.

76.

77.

78.

79.

80.

81.

82.

&3.

&4.

&5.

86.

134

NEW ZEALAND

Financial Markets Authority

NIGERIA

Securities and Exchange Commission
NORWAY

Finanstilsynet

OMAN, SULTANATE OF

Capital Market Authority

ONTARIO

Ontario Securities Commission
PAKISTAN

Securities and Exchange Commission
PANAMA, REPUBLIC OF
Superintendencia del Mercado de Valores
PAPUA NEW GUINEA

Securities Commission

PERU

Superintendencia del Mercado de Valores
PHILIPPINES

Securities and Exchange Commission
POLAND

Polish Financial Supervision Authority
PORTUGAL

Comissdo do Mercado de Valores Mobiliarios
QUEBEC

Autorité des marchés financiers
ROMANIA

Romanian National Securities Commission
RUSSIA

Federal Financial Markets Service of Russia
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87. SAUDI ARABIA, KINGDOM OF

Capital Market Authority
88. SERBIA, REPUBLIC OF

Securities Commission
89. SINGAPORE

Monetary Authority of Singapore
90. SLOVAK REPUBLIC

The National Bank of Slovakia
91. SLOVENIA

Securities Market Agency/ AGENCIJA ZA TRG VREDNOSTNIH PAPIRJEV
92. SOUTH AFRICA

Financial Services Board
93. SPAIN

Comision Nacional del Mercado de Valores
94. SRI LANKA

Securities and Exchange Commission
95. SRPSKA, REPUBLIC OF

Securities Commission
96. SWEDEN

Finansinspektionen
97. SWITZERLAND

Swiss Financial Market Supervisory Authority
98. SYRIA

Syrian Commission for Financial Markets and Securities
99. CHINESE TAIPEI

Financial Supervisory Commission
100.TANZANIA

Capital Markets and Securities Authority

101. THAILAND

Securities and Exchange Commission
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102.TRINIDAD AND TOBAGO
Trinidad and Tobago Securities and Exchange Commission
103.TUNISIA
Conseil du marché financier
104. TURKEY
Capital Markets Board
105.UGANDA
Capital Markets Authority
106.UKRAINE
Securities and Stock Market State Commission
107.UNITED ARAB EMIRATES
Securities and Commodities Authority
108.UNITED KINGDOM
Financial Services Authority
109.UNITED STATES OF AMERICA
Securities and Exchange Commission
110.URUGUAY
Banco Central del Uruguay
111.UZBEKISTAN, REPUBLIC OF
Center for Coordination and Control over Functioning of Securities Market
112.VENEZUELA
Comision Nacional de Valores
113.VIETNAM
State Securities Commission
114 WEST AFRICAN MONETARY UNION
Conseil régional de I'épargne publique et des marchés financiers
115.ZAMBIA

Securities and Exchange Commission
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Associate Members of IOSCO

ALBERTA

Alberta Securities Commission

BRITISH COLUMBIA

British Columbia Securities Commission
DUBAI

Dubai Financial Services Authority

INDIA

Forward Markets Commission

JAPAN

Ministry of Agriculture, Forestry and Fisheries
JAPAN

Ministry of Economy, Trade and Industry
JAPAN

Securities and Exchange Surveillance Commission
KOREA

Korea Deposit Insurance Corporation
LABUAN

Labuan Financial Services Authority
UNITED STATES OF AMERICA
Commodity Futures Trading Commission

UNITED STATES OF AMERICA

North American Securitics Administrators Association, Inc.
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Affiliate Members of IOSCO

ARGENTINA

Bolsa de Comercio de Buenos Aires

BAHAMAS, THE

Bahamas International Securities Exchange

BERMUDA

The Bermuda Stock Exchange

BRAZIL

BM&F Bovespa (Securities, Commodities and Futures Exchange)
BRAZIL

Brazilian Financial and Capital Markets Association (ANBIMA)
BRAZIL

Central of Custody and Financial Settlement of Securities (CETIP)
BRAZIL

BM&F Bovespa Market Supervision — BSM

CANADA

Canadian Investor Protection Fund

CANADA

Investment Industry Regulatory Organization

CANADA

Mutual Fund Dealers Association

CAYMAN ISLANDS

Cayman Islands Stock Exchange

CHANNEL ISLANDS

Channel Islands Stock Exchange, LBG
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.
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CHINA, PEOPLE'S REPUBLIC OF

Shanghai Stock Exchange

CHINA, PEOPLE'S REPUBLIC OF

Shenzhen Stock Exchange

CHINA, PEOPLE'S REPUBLIC OF

China Securities Investor Protection Fund Co., Ltd.
CHINA, PEOPLE'S REPUBLIC OF

The Securities Association of China (SAC)
COLOMBIA

Autorregulador del Mercado de Valores de Colombia
EGYPT

The Egyptian Exchange

EGYPT

MISR for Clearing, Depository and Central Registry
FRANCE

Association francaise des marchés financiers
GERMANY

Deutsche Borse AG

GREECE

Athens' Stock Exchange Members' Guarantee Fund
HONG KONG

Hong Kong Exchanges and Clearing Limited
INDIA

National Stock Exchange

INDIA

Bombay Stock Exchange Limited

INDIA

MCX Stock Exchange Limited (MCX-SX)

INDIA

Multi Commodity Exchange of India Limited
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29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.
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INDONESIA

Indonesia Stock Exchange

ISRAEL

The Tel-Aviv Stock Exchange Ltd.
ITALY

Borsa Italiana

JAPAN

Japan Securities Dealers Association
JAPAN

Osaka Securities Exchange Co., Ltd.
JAPAN

Tokyo Stock Exchange Group, Inc.
JORDAN

Amman Stock Exchange

JORDAN

Securities Depository Center of Jordan
KOREA

Korea Financial Investment Association
KOREA

Korea Exchange (KRX)
MALAYSIA

Bursa Malaysia

MALTA

Malta Stock Exchange

OMAN, SULTANATE OF

Muscat Securities Market (MSM)

PAKISTAN

The Karachi Stock Exchange (Guarantee) Limited

QATAR

Qatar Exchange



43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

RUSSIA

National Association of Securities Market Participants (NAUFOR)

SINGAPORE

Singapore Exchange Limited
SPAIN

Bolsas y Mercados Espafioles
SWITZERLAND

SIX Swiss Exchange

CHINESE TAIPEI

Taiwan Stock Exchange Corp.
CHINESE TAIPEI

Taiwan Futures Exchange (TAIFEX)
CHINESE TAIPEI

Gre Tai Securities Market
CHINESE TAIPEI

Taiwan Securities Association
THAILAND

The Stock Exchange of Thailand
TURKEY

Istanbul Stock Exchange

TURKEY

Association of Capital Market Intermediary Institutions

UNITED ARAB EMIRATES

Dubai Gold and Commodities Exchange

UNITED ARAB EMIRATES
Abu Dhabi Securities Market
UNITED ARAB EMIRATES
Dubai Financial Market
UNITED ARAB EMIRATES

NASDAQ Dubai Ltd
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59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.
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UNITED KINGDOM

London Stock Exchange Group

UNITED KINGDOM

Financial Services Compensation Scheme
UNITED KINGDOM

LCH.Clearnet Group Limited

UNITED KINGDOM

CFA Institute

UNITED STATES OF AMERICA
CME Group

UNITED STATES OF AMERICA
Financial Industry Regulatory Authority (FINRA)
UNITED STATES OF AMERICA
National Futures Association

UNITED STATES OF AMERICA
NYSE Euronext

UNITED STATES OF AMERICA
Options Clearing Corporation

UNITED STATES OF AMERICA
Securities Investor Protection Corporation (SIPC)
UNITED STATES OF AMERICA

Group of North American Insurance Enterprises (GNAIE)

- International Organizations —
BELGIUM
European Fund Asset Management Association (EFAMA)
EUROPE
European Securities and Markets Authority (ESMA)
EUROPE

European Commission
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73.

74.

75.

76.

77.
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FRANCE

World Federation of Exchanges (WFE)

FRANCE

Organisation de coopération et de développement économiques
PHILIPPINES

Asian Development Bank

SWITZERLAND

International Capital Market Association

UNITED STATES OF AMERICA

International Bank for Reconstruction and Development
UNITED STATES OF AMERICA

International Monetary Fund
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1 2003 nazil 2011

IOSCO Principles 2003

Principles Relating to the Regulator

IOSCO Principles 2011

Principle 1
The responsibilities of the Regulator should

be clear and objectively stated.

Principle 1
The responsibilities of the Regulator should

be clear and objectively stated.

Principle 2
The Regulator should be operationally
independent and accountable in the exercise

of its powers and functions.

Principle 2
The Regulator should be operationally
independent and accountable in the exercise

of its powers and functions.

Principle 3
The Regulator should have adequate powers,
proper resources and the capacity to perform

its functions and exercise its powers.

Principle 3
The Regulator should have adequate powers,
proper resources and the capacity to perform

its functions and exercise its powers.

Principle 4
The Regulator should adopt clear and

consistent Regulatory processes.

Principle 4
The Regulator should adopt clear and

consistent Regulatory processes.

Principle 5§
The staff of the Regulator should observe
the highest professional standards including

appropriate standards of confidentiality.

Principle 5
The staff of the Regulator should observe
the highest professional standards, including

appropriate standards of confidentiality.

Principles Relating to the Regulator (cont)

Principle 6 (new)

The Regulator should have or contribute to a




IOSCO Principles 2003
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IOSCO Principles 2011

process to monitor, mitigate and manage

systemic risk, appropriate to its mandate.

Principle 7 (new)
The Regulator should have or contribute to a
process to review the perimeter of regulation

regularly.

Principle 8 (new)

The Regulator should seek to ensure that
conflicts of interest and misalignment of
incentives are avoided, eliminated, disclosed

or otherwise managed.

Principles for Self-Regulation

Principle 6

The Regulatory regime should make
appropriate use of self-Regulatory
organizations (SROs) that exercise some
direct oversight responsibility for their
respective areas of competence and to the
extent appropriate to the size and complexity

of the markets.

Principle 9

Where the Regulatory system makes use of
Self-Regulatory Organizations (SROs) that
exercise some direct oversight responsibility
for their respective areas of competence,
such SROs should be subject to the
oversight of the Regulator and should
observe standards of fairness and
confidentiality when exercising powers and

delegated responsibilities.

Principle 7

SROs should be subject to the oversight of
the Regulator and should observe standards
of fairness and confidentiality when
exercising powers and delegated

responsibilities.
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IOSCO Principles 2011

Principles for the Enforcement of Securities Regulation

Principle 8
The Regulator should have comprehensive
inspection, investigation and surveillance

powers.

—

Principle 10
The Regulator should have comprehensive
inspection, investigation and surveillance

powers.

Principle 9
The Regulator should have comprehensive

enforcement powers.

Principle 11
The Regulator should have comprehensive

enforcement powers.

Principle 10

The Regulatory system should ensure an
effective and credible use of inspection,
investigation, surveillance and enforcement
powers and implementation of an effective

compliance program.

Principle 12

The Regulatory system should ensure an
effective and credible use of inspection,
investigation, surveillance and enforcement
powers and implementation of an effective

compliance program.

Principles for Cooperation in Regulation

Principle 11

The Regulator should have the authority to
share both public and non-public
information with domestic and foreign

counterparts.

Principle 13
The Regulator should have authority to share
both public and non-public information with

domestic and foreign counterparts.

Principle 12

Regulators should establish information
sharing mechanisms that set out when and
how they will share both public and
non-public information with their domestic

and foreign counterparts.

Principle 14

Regulators should establish information
sharing mechanisms that set out when and
how they will share both public and
non-public information with their domestic

and foreign counterparts.

Principle 13
The regulatory system should allow for

assistance to be provided to foreign

Principle 15
The regulatory system should allow for

assistance to be provided to foreign
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Regulators who need to make inquiries in
the discharge of their functions and exercise

of their powers.
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IOSCO Principles 2011

Regulators who need to make inquiries in

the discharge of their functions and exercise

of their powers.

Principles related to Issuers

Principle 14

There should be full, timely and accurate
disclosure of financial results and other
information that is material to investors'

decisions.

Principle 16

There should be full, accurate and timely
disclosure of financial results, risk and other
information that is material to investors’

decisions.

Principle 15
Holders of securities in a company should be

treated in a fair and equitable manner.

Principle 17
Holders of securities in a company should be

treated in a fair and equitable manner.

Principle 16
Accounting and auditing standards should be
of a high and internationally acceptable

quality.

Principle 18 (modified)
Accounting standards used by issuers to
prepare financial statements should be of a

high and internationally acceptable quality.

Principles related to Auditors, Credit Rating|Agencies, and Other Information Service

Providers

Principle 19 (new)
Auditors should be subject to adequate

levels of oversight.

Principle 20 (new)
Auditors should be independent of the

issuing entity that they audit.

Principle 21
Audit standards should be of a high and

internationally acceptable quality

Principle 22 (new)

Credit rating agencies should be subject to
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IOSCO Principles 2003

IOSCO Principles 2011

adequate levels of oversight. The regulatory

system should ensure that credit rating
agencies whose rating are used for
regulatory purposes are subject to

registration and ongoing supervision

Principle 23 (new)

Other entities that offer investors analytical
or evaluative services should be subject to
oversight and regulation appropriate to the
impact of their activities have on the market
or the degree to which the regulatory system

relies on them.

Principles for Collective Investment Schemes

Principle 17

The regulatory system should set standards
for the eligibility and the regulation of those
who wish to market or operate a collective

investment scheme.

—

Principle 24 (modified)

The regulatory system should set standards

for the eligibility, governance, organization

and operational conduct of those who wish

to market or operate a collective investment

scheme.

Principle 18

The regulatory system should provide for
rules governing the legal form and structure
of collective investment schemes and the

segregation and protection of client assets.

Principle 25

The regulatory system should provide for
rules governing the legal form and structure
of collective investment schemes and the

segregation and protection of client assets.

Principle 19

Regulation should require disclosure, as set
forth under the principles for issuers, which
is necessary to evaluate the suitability of a

collective investment scheme for a particular

Principle 26

Regulation should require disclosure, as set
forth under the principles for issuers, which
is necessary to evaluate the suitability of a

collective investment scheme for a particular
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investor and the value of the investor’s

interest in the scheme.

149

IOSCO Principles 2011
investor and the value of the investor’s

interest in the scheme

Principle 20

Regulation should ensure that there is a
proper and disclosed basis for asset
valuation and the pricing and the redemption

of units in a collective investment scheme.

Principle 27

Regulation should ensure that there is a
proper and disclosed basis for asset
valuation and the pricing and the redemption

of units in a collective investment scheme.

Principle 28 (new)
Regulation should ensure that hedge funds
and/or hedge funds managers/advisers are

subject to appropriate oversight.

Principles for Market Intermediaries

Principle 21
Regulation should provide for minimum

entry standards for market intermediaries.

Principle 29
Regulation should provide for minimum

entry standards for market intermediaries.

Principle 22

There should be initial and ongoing capital
and other prudential requirements for market
intermediaries that reflect the risks that the

intermediaries undertake.

Principle 30

There should be initial and ongoing capital
and other prudential requirements for market
intermediaries that reflect the risks that the

intermediaries undertake.

Principle 23

Market intermediaries should be required to
comply with standards for internal
organization and operational conduct that
aim to protect the interests of clients, ensure
proper management of risk, and under which
management of the intermediary accepts

primary responsibility for these matters.

Principle 31 (modified)
Market intermediaries should be required to

establish an internal function that delivers

compliance with standards for internal
organization and operational conduct, with
the aim of protecting the interests of clients
and their assets and ensuring proper
management of risk, through which

management of the intermediary accepts




IOSCO Principles 2003
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IOSCO Principles 2011

primary responsibility for these matters.

Principle 24
There should be a procedure for dealing with
the failure of a market intermediary in order

to minimize damage and loss to investors

and to contain systemic risk.

Principle 32

There should be procedures for dealing with
the failure of a market intermediary in order
to minimize damage and loss to investors

and to contain systemic risk.

Principles for Secondary Markets

Principle 25

The establishment of trading systems
including securities exchanges should be
subject to regulatory authorization and

oversight.

Principle 33

The establishment of trading systems
including securities exchanges should be
subject to regulatory authorization and

oversight.

Principle 26

There should be ongoing regulatory
supervision of exchanges and trading
systems, which should aim to ensure that the
integrity of trading is maintained through
fair and equitable rules that strike an
appropriate balance between the demands of

different market participants.

Principle 34

There should be ongoing regulatory
supervision of exchanges and trading
systems which should aim to ensure that the
integrity of trading is maintained through
fair and equitable rules that strike an
appropriate balance between the demands of

different market participants.

Principle 27
Regulation should promote transparency of

trading.

Principle 35
Regulation should promote transparency of

trading.

Principle 28
Regulation should be designed to detect and
deter manipulation and other unfair trading

practices.

Principle 36
Regulation should be designed to detect and
deter manipulation and other unfair trading

practices.

Principle 29

Regulation should aim to ensure the proper

Principle 37

Regulation should aim to ensure the proper
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management of large exposures, default risk

and market disruption.
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IOSCO Principles 2011
management of large exposures, default risk

and market disruption.

Principles Relating to Clearing and Settlement

Principle 30

Systems for clearing and settlement of
securities transactions should be subject to
regulatory oversight, and designed to ensure
that they are fair, effective and efficient and

that they reduce systemic risk.

—

Principle 38 (modified)

Securities settlement systems and central
counterparties should be subject to
regulatory and supervisory requirements that
are designed to ensure that they are fair,
effective and efficient and that they reduce

systemic risk.




NHIN N
Multilateral Memorandum of Understanding

Concerning Consultation and Cooperation and the

Exchange of Information (1I0SCO MMoU)

PURPOSE

The signatories to this IOSCO Multilateral Memorandum of Understanding:

Considering the increasing international activity in the securities and derivatives markets, and the
corresponding need for mutual cooperation and consultation among IOSCO Members to ensure

compliance with, and enforcement of, their securities and derivatives laws and regulations;

Considering the events of September 11, 2001, which underscore the importance of expanding

cooperation among IOSCO Members;
Desiring to provide one another with the fullest mutual assistance possible to facilitate the
performance of the functions with which they are entrusted within their respective jurisdictions to

enforce or secure compliance with their laws and regulations as those terms are defined herein,

Have reached the following understanding:

DEFINITIONS

For the purposes of this IOSCO Multilateral Memorandum of Understanding:
1. "Authority" means those regulators listed in Appendix A, who, in accordance with the

procedures set forth in Appendix B, have signed this Memorandum of Understanding.
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2. "Requested Authority" means an Authority to whom a request for assistance is made
under this Memorandum of Understanding.

3. "Requesting Authority" means an Authority making a request for assistance under this
Memorandum of Understanding.

4. “Laws and Regulations” mean the provisions of the laws of the jurisdictions of the
Authorities, the regulations promulgated thereunder, and other regulatory requirements

that fall within the competence of the Authorities, concerning the following:

a. insider dealing, market manipulation, misrepresentation of material information and
other fraudulent or manipulative practices relating to securities and derivatives,
including solicitation practices, handling of investor funds and customer orders;

b. the registration, issuance, offer, or sale of securities and derivatives, and reporting
requirements related thereto;

c. market intermediaries, including investment and trading advisers who are required to
be licensed or registered, collective investment schemes, brokers, dealers, and
transfer agents; and

d. markets, exchanges, and clearing and settlement entities.

5. "Person" means a natural or legal person, or unincorporated entity or association,

including corporations and partnerships.

MUTUAL ASSISTANCE AND THE EXCHANGE OF INFORMATION

6. General Principles regarding Mutual Assistance and the Exchange of

Information

(a) This Memorandum of Understanding sets forth the Authorities' intent with regard to
mutual assistance and the exchange of information for the purpose of enforcing and
securing compliance with the respective Laws and Regulations of the jurisdictions of
the Authorities. The provisions of this Memorandum of Understanding are not

intended to create legally binding obligations or supersede domestic laws.



(b)

()

(d)

(e)
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The Authorities represent that no domestic secrecy or blocking laws or regulations
should prevent the collection or provision of the information set forth in 7(b) to the
Requesting Authority.

This Memorandum of Understanding does not authorize or prohibit an Authority

from taking measures other than those identified herein to obtain information

necessary to ensure enforcement of, or compliance with, the Laws and Regulations
applicable in its jurisdiction.

This Memorandum of Understanding does not confer upon any Person not an

Authority, the right or ability, directly or indirectly to obtain, suppress or exclude any

information or to challenge the execution of a request for assistance under this

Memorandum of Understanding.

The Authorities recognize the importance and desirability of providing mutual

assistance and exchanging information for the purpose of enforcing, and securing

compliance with, the Laws and Regulations applicable in their respective
jurisdictions. A request for assistance may be denied by the Requested Authority:

(1) where the request would require the Requested Authority to act in a manner that
would violate domestic law;

(i1) where a criminal proceeding has already been initiated in the jurisdiction of the
Requested Authority based upon the same facts and against the same Persons, or
the same Persons have already been the subject of final punitive sanctions on the
same charges by the competent authorities of the jurisdiction of the Requested
Authority, unless the Requesting Authority can demonstrate that the relief or
sanctions sought in any proceedings initiated by the Requesting Authority would
not be of the same nature or duplicative of any relief or sanctions obtained in the
jurisdiction of the Requested Authority.

(iii) where the request is not made in accordance with the provisions of this
Memorandum of Understanding; or

(iv) on grounds of public interest or essential national interest.
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Where a request for assistance is denied, or where assistance is not available under domestic law,
the Requested Authority will provide the reasons for not granting the assistance and consult

pursuant to paragraph 12.

7. Scope of Assistance
(a) The Authorities will, within the framework of this Memorandum of Understanding,
provide each other with the fullest assistance permissible to secure compliance with
the respective Laws and Regulations of the Authorities.
(b) The assistance available under this Memorandum of Understanding includes, without
limitation:
(i) providing information and documents held in the files of the Requested
Authority regarding the matters set forth in the request for assistance;
(ii) obtaining information and documents regarding the matters set forth in the
request for assistance, including:
® contemporaneous records sufficient to reconstruct all securities and
derivatives transactions, including records of all funds and assets
transferred into and out of bank and brokerage accounts relating to these
transactions;
® records that identify: the beneficial owner and controller, and for each
transaction, the account holder; the amount purchased or sold; the time
of the transaction; the price of the transaction; and the individual and the
bank or broker and brokerage house that handled the transaction; and
® information identifying persons who beneficially own or control non-
natural Persons organized in the jurisdiction of the Requested Authority.
(iii) in accordance with Paragraph 9(d), taking or compelling a Person’s statement,
or, where permissible, testimony under oath, regarding the matters set forth in
the request for assistance.
(c) Assistance will not be denied based on the fact that the type of conduct under
investigation would not be a violation of the Laws and Regulations of the Requested

Authority.
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8. Requests For Assistance

(a)

(b)

()

Requests for assistance will be made in writing, in such form as may be agreed by
IOSCO from time to time, and will be addressed to the Requested Authority's contact
office listed in Appendix A.

Requests for assistance will include the following:

(1) a description of the facts underlying the investigation that are the subject of the
request, and the purpose for which the assistance is sought;

(i1) a description of the assistance sought by the Requesting Authority and why the
information sought will be of assistance;

(iii) any information known to, or in the possession of, the Requesting Authority that
might assist the Requested Authority in identifying either the Persons believed to
possess the information or documents sought or the places where such
information may be obtained;

(iv) an indication of any special precautions that should be taken in collecting the
information due to investigatory considerations, including the sensitivity of the
information; and

(v) the Laws and Regulations that may have been violated and that relate to the
subject matter of the request.

In urgent circumstances, requests for assistance may be effected by telephone or

facsimile, provided such communication is confirmed through an original, signed

document.

9. Execution of Requests for Assistance

(a)

(b)

Information and documents held in the files of the Requested Authority will be
provided to the Requesting Authority upon request.

Upon request, the Requested Authority will require the production of documents
identified in 7(b)(ii) from (i) any Person designated by the Requesting Authority, or
(ii) any other Person who may possess the requested information or documents.
Upon request, the Requested Authority will obtain other information relevant to the

request.
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(¢) Upon request, the Requested Authority will seek responses to questions and/or a
statement (or where permissible, testimony under oath) from any Person involved,
directly or indirectly, in the activities that are the subject matter of the request for
assistance or who is in possession of information that may assist in the execution of
the request.

(d) Unless otherwise arranged by the Authorities, information and documents requested
under this Memorandum of Understanding will be gathered in accordance with the
procedures applicable in the jurisdiction of the Requested Authority and by persons
designated by the Requested Authority. Where permissible under the Laws and
Regulations of the jurisdiction of the Requested Authority, a representative of the
Requesting Authority may be present at the taking of statements and testimony and
may provide, to a designated representative of the Requested Authority, specific
questions to be asked of any witness.

(e) In urgent circumstances, the response to requests for assistance may be effected by
telephone or facsimile, provided such communication is confirmed through an

original, signed document.

10. Permissible Uses of Information
(a) The Requesting Authority may use non-public information and non-public
documents furnished in response to a request for assistance under this Memorandum
of Understanding solely for:
(1) the purposes set forth in the request for assistance, including ensuring
compliance with the Laws and Regulations related to the request; and
(ii) a purpose within the general framework of the use stated in the request for
assistance, including conducting a civil or administrative enforcement
proceeding, assisting in a self-regulatory organization's surveillance or
enforcement activities (insofar as it is involved in the supervision of trading or
conduct that is the subject of the request), assisting in a criminal prosecution, or
conducting any investigation for any general charge applicable to the violation

of the provision specified in the request where such general charge pertains to a



(b)

158

violation of the Laws and Regulations administered by the Requesting
Authority. This use may include enforcement proceedings which are public.
If a Requesting Authority intends to use information furnished under this
Memorandum of Understanding for any purpose other than those stated in Paragraph

10(a), it must obtain the consent of the Requested Authority.

11. Confidentiality

(a)

(b)

()

Each Authority will keep confidential requests made under this Memorandum of
Understanding, the contents of such requests, and any matters arising under this
Memorandum of Understanding, including consultations between or among the
Authorities, and unsolicited assistance. After consultation with the Requesting
Authority, the Requested Authority may disclose the fact that the Requesting
Authority has made the request if such disclosure is required to carry out the request.
The Requesting Authority will not disclose non-public documents and information
received under this Memorandum of Understanding, except as contemplated by
paragraph 10(a) or in response to a legally enforceable demand. In the event of a
legally enforceable demand, the Requesting Authority will notify the Requested
Authority prior to complying with the demand, and will assert such appropriate legal
exemptions or privileges with respect to such information as may be available. The
Requesting Authority will use its best efforts to protect the confidentiality of non-
public documents and information received under this Memorandum of
Understanding.

Prior to providing information to a self-regulatory organization in accordance with
paragraph 10(a)(ii), the Requesting Authority will ensure that the self-regulatory
organization is able and will comply on an ongoing basis with the confidentiality
provisions set forth in paragraphs 11(a) and (b) of this Memorandum of
Understanding, and that the information will be used only in accordance with
paragraph 10(a) of this Memorandum of Understanding, and will not be used for

competitive advantage.
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12. Consultation Regarding Mutual Assistance and the Exchange of

Information

(a)

(b)

The Authorities will consult periodically with each other regarding this
Memorandum of Understanding about matters of common concern with a view to
improving its operation and resolving any issues that may arise. In particular, the
Authorities will consult in the event of:
(1) a significant change in market or business conditions or in legislation where such
change is relevant to the operation of this Memorandum of Understanding;
(i1) a demonstrated change in the willingness or ability of an Authority to meet the
provisions of this Memorandum of Understanding; and
(iii) any other circumstance that makes it necessary or appropriate to consult, amend
or extend this Memorandum of Understanding in order to achieve its purposes.
The Requesting Authority and Requested Authority will consult with one another in
matters relating to specific requests made pursuant to this Memorandum of
Understanding (e.g., where a request may be denied, or if it appears that responding
to a request will involve a substantial cost). These Authorities will define the terms
herein in accordance with the relevant laws of the jurisdiction of the Requesting
Authority unless such definition would require the Requested Authority to exceed its
legal authority or otherwise be prohibited by the laws applicable in the jurisdiction of
the Requested Authority. In such case, the Requesting and Requested Authorities

will consult.

13. Unsolicited Assistance

Each Authority will make all reasonable efforts to provide, without prior request, the

other Authorities with any information that it considers is likely to be of assistance to

those other Authorities in securing compliance with Laws and Regulations applicable in

their jurisdiction.
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FINAL PROVISIONS

14.

15.

16.

Additional Authorities

Additional IOSCO members may become Authorities under this Memorandum of

Understanding in accordance with the procedures set forth in Appendix B. New

Authorities may be added under this Memorandum of Understanding by signing

Appendix A.

Effective Date

Cooperation in accordance with this Memorandum of Understanding will begin on the

date of its signing by the Authorities. The Memorandum of Understanding will be

effective as to additional Authorities as of the date of that Authority’s signing of

Appendix A.

Termination

(a) An Authority may terminate its participation in this Memorandum of Understanding
at any time by giving at least 30 days prior written notice to each other Authority.

(b) If, in accordance with the procedures set forth in Appendix B, the Chairmen of the
Technical, Emerging Markets and Executive Committees (the “Committee of
Chairmen”) determine, following notice and opportunity to be heard, that there has
been a demonstrated change in the willingness or ability of an Authority to meet the
provisions of this Memorandum of Understanding, as set forth in paragraph 12(a)(ii),
the Committee of Chairmen may, after consultation with the Chairman of the
relevant Regional Committee, terminate that Authority’s participation in this
Memorandum of Understanding, subject to a possible review by the Executive
Committee.

(c) In the event that an Authority decides to terminate its participation in this
Memorandum of Understanding, cooperation and assistance in accordance with this
Memorandum of Understanding will continue until the expiration of 30 days after
that Authority gives written notice to the other Authorities of its intention to
discontinue cooperation and assistance hereunder. If any Authority gives a
termination notice, cooperation and assistance in accordance with this Memorandum

of Understanding will continue with respect to all requests for assistance that were
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made, or information provided, before the effective date of notification (as indicated
in the notice but no earlier than the date the notice is sent) until the Requesting
Authority terminates the matter for which assistance was requested.

(d) In the event of the termination of an Authority’s participation in the Memorandum of
Understanding, whether under the provisions of 16(a) or 16(b), information obtained
under this Memorandum of Understanding will continue to be treated confidentially
in the manner prescribed under Article 11 and cooperation under this Memorandum

of Understanding will continue among the other Authorities.

APPENDIX A

List of Signatories

Albanian Financial Services Authority (AFSA), Albania

Alberta Securities Commission (SC), Alberta

Australian Securities and Investments Commission (ASIC), Australia

Financial Market Authority (FMA), Austria

Central Bank of Bahrain (CBB), Bahrain, Kingdom of

Banking, Finance And Insurance Commission (CBF), Belgium

Bermuda Monetary Authority (BMA), Bermuda

Comissdo de Valores Mobiliarios (CVM), Brazil

British Columbia Securities Commission (BCSC), British Columbia

British Virgin Islands Financial Services Commission (FSC), British Virgin Islands
Financial Supervision Commission (FSC), Bulgaria

Cayman Islands Monetary Authority (CIMA), Cayman Islands

China Securities Regulatory Commission (CSRC), China

Superintendencia Financiera de Colombia, Colombia

Croatian Financial Services Supervisory Authority (FSSA), Croatia, Republic of
Cyprus Securities and Exchange Commission (CySEC), Cyprus, Republic of
Czech National Bank (CNBC), Czech Republic

Denmark Financial Supervisory Authority (DFSA), Denmark
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20.

21.
22.
23.

24,
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.

41.

42.
43.

44,
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Dubai Financial Services Authority (DFSA), Dubai

Egyptian Financial Supervisory Authority (EFSA), formerly The Capital Market
Authority of Egypt (CMA), Egypt

The Financial Supervision Authority (FSA), Estonia

Financial Supervision Authority (FSA), Finland

The Securities and Exchange Commission of the Republic of Macedonia (MSEC),
Former Yugoslav Republic of Macedonia

Autorité des marchés financiers (COB), France

Bundesanstalt fiir Finanzdienstleistungaufsicht (BAFin), Germany
Hellenic Republic Capital Market Commission (CMC), Greece
Guernsey Financial Services Commission (FSC), Guernsey
Securities and Futures Commission (SFC), Hong Kong

Hungarian Financial Supervisory Authority (HFSA), Hungary

The Financial Supervisory Authority (FME), Iceland

Securities and Exchange Board of India (SEBI), India

Financial Supervision Commission (IMFSC), Isle of Man

Israel Securities Authority (ISA), Israel

Commissione Nazionale per le Societa e la Borsa (CONSOB), Italy
Financial Services Agency (FSA), Japan

The Ministry of Agriculture, Forestry and Fisheries, Japan

The Ministry of Economy, Trade and Industry, Japan

Jersey Financial Services Commission (FSC), Jersey

Jordan Securities Commission (JSC), Jordan

Capital Markets Authority of the Republic of Kenya (CMA), Kenya

The Financial Supervisory Commission (FSC) / Financial Supervisory Service (FSS),

Korea, Republic of
Labuan Offshore Financial Services Authority (LOFSA), Labuan
The Financial Market Authority (FMA), Liechtenstein

Lithuanian Securities Commission (LSC), Lithuania



45.
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.

60.

61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.

72.
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Commission de surveillance du secteur financier (CSSF), Luxembourg
Securities Commission (SC), Malaysia

The Capital Market Development Authority (CMDA), Maldives

Malta Financial Services Authority (MFSA), Malta

Financial Services Commission (FSC), Mauritius

Comision Nacional Bancaria Y De Valores (CNBV), Mexico
Montenegro Securities Commission (MSC), Montenegro

Conseil déontologique des valeurs mobilieres (CDVM), Morocco

The Netherlands Authority for the Financial Markets (AFM), Netherlands, The
Securities Commission (SC), New Zealand

Securities and Exchange Commission (NSEC), Nigeria

The Financial Supervisory Authority of Norway (FSA), Norway
Capital Market Authority, Oman, Sultanate of

Ontario Securities Commission (OSC), Ontario

The Securities and Exchange Commission (SECP), Pakistan
Superintendencia del Mercado de Valores (SMV), formerly Comision Nacional
Supervisora de Empresas y Valores (CONASEV), Peru

Financial Supervision Authority (PSEC), Poland

Comissao do Mercado de Valores Mobilidrios (CMVM), Portugal
Autorité des marchés financiers (AMF), Québec

Romanian National Securities Commission (RNSC), Romania

The Capital Market Authority (CMA), Saudi Arabia

Securities Commission (SC), Serbia, Republic of

Monetary Authority of Singapore (MAS), Singapore

The National Bank of Slovakia (FMA), Slovak Republic

Securities Market Agency (SMA), Slovenia

Financial Services Board (FSB), South Africa

Comision Nacional del Mercado de Valores (CNMV), Spain

Securities and Exchange Commission (SEC), Sri Lanka
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78.
79.
80.
81.
82.
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86.
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Securities Commission of the Republic of Srpska, ("The Commission"), Srpska,
Republic of

The Finansinspektionen (FI), Sweden

Swiss Financial Market Supervisory Authority (FINMA), Switzerland

The Syrian Commission on Financial Markets and Securities (SCFMS), Syrian Arab
Republic

Financial Supervisory Commission (FSC), Chinese Taipei

The Capital Market and Securities Authority (CMSA), Tanzania

Securities and Exchange Commission of Thailand (SEC), Thailand

Conseil du Marché Financier(CMF), Tunisia

Capital Markets Board (CMB), Turkey

Financial Services Authority (FSA), United Kingdom

Commodity Futures Trading Commission (CFTC), United States of America
Securities and Exchange Commission (SEC), United States of America

The Central Bank of Uruguay (CBU), Uruguay

Conseil régional de 1'épargne publique et des marchés financiers (CREPMF), West

African Monetary Union
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OECD Principles of Corporate Governance

I. Ensuring the Basis for an Effective Corporate Governance Framework

The corporate governance framework should promote transparent and efficient markets, be
consistent with the rule of law and clearly articulate the division of responsibilities among

different supervisory, regulatory and enforcement authorities.

A. The corporate governance framework should be developed with a view to its impact on
overall economic performance, market integrity and the incentives it creates for market
participants and the promotion of transparent and efficient markets.

B. The legal and regulatory requirements that affect corporate governance practices in a
jurisdiction should be consistent with the rule of law, transparent and enforceable.

C. The division of responsibilities among different authorities in a jurisdiction should be
clearly articulated and ensure that the public interest is served.

D. Supervisory, regulatory and enforcement authorities should have the authority, integrity
and resources to fulfill their duties in a professional and objective manner. Moreover,

their rulings should be timely, transparent and fully explained.
I1. The Rights of Shareholders and Key Ownership Functions

The corporate governance framework should protect and facilitate the exercise of

shareholders’ rights.

A. Basic shareholder rights should include the right to: 1) secure methods of ownership
registration; 2) convey or transfer shares; 3) obtain relevant and material information on
the corporation on a timely and regular basis; 4) participate and vote in general
shareholder meetings; 5) elect and remove members of the board; and 6) share in the

profits of the corporation.
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B. Shareholders should have the right to participate in, and to be sufficiently informed on,
decisions concerning fundamental corporate changes such as: 1) amendments to the
statutes, or articles of incorporation or similar governing documents of the company;
2) the authorisation of additional shares; and 3) extraordinary transactions, including the
transfer of all or substantially all assets, that in effect result in the sale of the company.

C. Shareholders should have the opportunity to participate effectively and vote in general
shareholder meetings and should be informed of the rules, including voting procedures,
that govern general shareholder meetings:

1. Shareholders should be furnished with sufficient and timely information
concerning the date, location and agenda of general meetings, as well as full and
timely information regarding the issues to be decided at the meeting.

2. Shareholders should have the opportunity to ask questions to the board,
including questions relating to the annual external audit, to place items on the
agenda of general meetings, and to propose resolutions, subject to reasonable
limitations.

3. Effective shareholder participation in key corporate governance decisions, such
as the nomination and election of board members, should be facilitated.
Shareholders should be able to make their views known on the remuneration
policy for board members and key executives. The equity component of
compensation schemes for board members and employees should be subject to
shareholder approval.

4. Shareholders should be able to vote in person or in absentia, and equal effect
should be given to votes whether cast in person or in absentia.

D. Capital structures and arrangements that enable certain shareholders to obtain a degree of
control disproportionate to their equity ownership should be disclosed.

E. Markets for corporate control should be allowed to function in an efficient and
transparent manner.

1. The rules and procedures governing the acquisition of corporate control in the
capital markets, and extraordinary transactions such as mergers, and sales of

substantial portions of corporate assets, should be clearly articulated and
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disclosed so that investors understand their rights and recourse. Transactions
should occur at transparent prices and under fair conditions that protect the
rights of all shareholders according to their class.

2. Anti-take-over devices should not be used to shield management and the board
from accountability.

F. The exercise of ownership rights by all shareholders, including institutional investors,
should be facilitated.

1. Institutional investors acting in a fiduciary capacity should disclose their overall
corporate governance and voting policies with respect to their investments,
including the procedures that they have in place for deciding on the use of their
voting rights.

2. Institutional investors acting in a fiduciary capacity should disclose how they
manage material conflicts of interest that may affect the exercise of key
ownership rights regarding their investments.

G. Shareholders, including institutional shareholders, should be allowed to consult with
each other on issues concerning their basic shareholder rights as defined in the

Principles, subject to exceptions to prevent abuse.

II1. The Equitable Treatment of Shareholders

The corporate governance framework should ensure the equitable treatment of all
shareholders, including minority and foreign shareholders. All shareholders should have the

opportunity to obtain effective redress for violation of their rights.

A. All shareholders of the same series of a class should be treated equally.
1.  Within any series of a class, all shares should carry the same rights. All investors
should be able to obtain information about the rights attached to all series and
classes of shares before they purchase. Any changes in voting rights should be

subject to approval by those classes of shares which are negatively affected.
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2. Minority shareholders should be protected from abusive actions by, or in the
interest of, controlling shareholders acting either directly or indirectly, and
should have effective means of redress.

3. Votes should be cast by custodians or nominees in a manner agreed upon with
the beneficial owner of the shares.

4. Impediments to cross border voting should be eliminated.

5. Processes and procedures for general shareholder meetings should allow for
equitable treatment of all shareholders. Company procedures should not make it
unduly difficult or expensive to cast votes.

B. Insider trading and abusive self-dealing should be prohibited.
C. Members of the board and key executives should be required to disclose to the board
whether they, directly, indirectly or on behalf of third parties, have a material interest in

any transaction or matter directly affecting the corporation.

IV. The Role of Stakeholders in Corporate Governance

The corporate governance framework should recognise the rights of stakeholders established
by law or through mutual agreements and encourage active co-operation between corporations
and stakeholders in creating wealth, jobs, and the sustainability of financially sound

enterprises.

A. The rights of stakeholders that are established by law or through mutual agreements are
to be respected.

B. Where stakeholder interests are protected by law, stakeholders should have the
opportunity to obtain effective redress for violation of their rights.

C. Performance-enhancing mechanisms for employee participation should be permitted to
develop.

D. Where stakeholders participate in the corporate governance process, they should have

access to relevant, sufficient and reliable information on a timely and regular basis.
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Stakeholders, including individual employees and their representative bodies, should be

able to freely communicate their concerns about illegal or unethical practices to the board

and their rights should not be compromised for doing this.

The corporate governance framework should be complemented by an effective, efficient

insolvency framework and by effective enforcement of creditor rights.

V. Disclosure and Transparency

The corporate governance framework should ensure that timely and accurate disclosure is

made on all material matters regarding the corporation, including the financial situation,

performance, ownership, and governance of the company.

A. Disclosure should include, but not be limited to, material information on:

B.

1.
2.

The financial and operating results of the company.

Company objectives.

Major share ownership and voting rights.

Remuneration policy for members of the board and key executives, and
information about board members, including their qualifications, the selection
process, other company directorships and whether they are regarded as
independent by the board.

Related party transactions.

Foreseeable risk factors.

Issues regarding employees and other stakeholders.

Governance structures and policies, in particular, the content of any corporate

governance code or policy and the process by which it is implemented.

Information should be prepared and disclosed in accordance with high quality standards

of accounting and financial and non-financial disclosure.

An annual audit should be conducted by an independent, competent and qualified,

auditor in order to provide an external and objective assurance to the board and

shareholders that the financial statements fairly represent the financial position and

performance of the company in all material respects.
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D. External auditors should be accountable to the shareholders and owe a duty to the
company to exercise due professional care in the conduct of the audit.

E. Channels for disseminating information should provide for equal, timely and cost
efficient access to relevant information by users.

F. The corporate governance framework should be complemented by an effective approach
that addresses and promotes the provision of analysis or advice by analysts, brokers,
rating agencies and others, that is relevant to decisions by investors, free from material

conflicts of interest that might compromise the integrity of their analysis or advice.

VI. The Responsibilities of the Board

The corporate governance framework should ensure the strategic guidance of the company, the
effective monitoring of management by the board, and the board’s accountability to the

company and the shareholders.

A. Board members should act on a fully informed basis, in good faith, with due diligence
and care, and in the best interest of the company and the shareholders.

B. Where board decisions may affect different shareholder groups differently, the board
should treat all shareholders fairly.

C. The board should apply high ethical standards. It should take into account the interests of
stakeholders.

D. The board should fulfill certain key functions, including:

1. Reviewing and guiding corporate strategy, major plans of action, risk policy,
annual budgets and business plans; setting performance objectives; monitoring
implementation and corporate performance; and overseeing major capital
expenditures, acquisitions and divestitures.

2. Monitoring the effectiveness of the company’s governance practices and making
changes as needed.

3. Selecting, compensating, monitoring and, when necessary, replacing key

executives and overseeing succession planning.
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Aligning key executive and board remuneration with the longer term interests of
the company and its shareholders.

Ensuring a formal and transparent board nomination and election process.
Monitoring and managing potential conflicts of interest of management, board
members and shareholders, including misuse of corporate assets and abuse in
related party transactions.

Ensuring the integrity of the corporation’s accounting and financial reporting
systems, including the independent audit, and that appropriate systems of control
are in place, in particular, systems for risk management, financial and operational
control, and compliance with the law and relevant standards.

Overseeing the process of disclosure and communications.

E. The board should be able to exercise objective independent judgment on corporate

F.

affairs.

1.

Boards should consider assigning a sufficient number of non-executive board
members capable of exercising independent judgment to tasks where there is a
potential for conflict of interest. Examples of such key responsibilities are
ensuring the integrity of financial and non-financial reporting, the review of
related party transactions, nomination of board members and key executives, and
board remuneration.

When committees of the board are established, their mandate, composition and
working procedures should be well defined and disclosed by the board.

Board members should be able to commit themselves effectively to their

responsibilities.

In order to fulfill their responsibilities, board members should have access to accurate,

relevant and timely information.
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ASEAN Capital Markets Forum
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(Implementation Plan)

1. Introduction and Background

At the ASEAN Finance Ministers’ Meeting in Danang on 4 April 2008 (AFMM 2008),
the ACMF proposed to establish a Group of Experts (GOE) to assist in drafting a proposal for an
“Implementation Plan to promote the Development of an Integrated Capital Market
to achieve the objectives of the AEC Blueprint 2015” (Implementation Plan 2015) and

to present that Plan to the Finance Ministers for their consideration at AFMM 2009.

The Implementation Plan 2015 seeks to achieve the goals of AEC Blueprint 2015 by offering a
comprehensive set of strategic initiatives and formulating specific implementation actions and
milestones. The initiatives cover three broad themes:

a. Creating an Enabling Environment for Regional Integration

b. Creating the Market Infrastructure and Regionally Focused Products and Intermediaries,

c. Strengthening the Implementation Process

Under each of the above themes, several strategic components were identified, discussed and
developed in a series of consultative meetings organized under the ADB regional technical
assistance programs in 2007-2008. Supported by these programs, a team of ADB consultants has
developed the Implementation Plan presented in this report, guided and overseen by the Group of
Experts appointed by the ACMF ', The plan is further elaborated in the accompanying

Background Report.
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The Implementation Plan builds on a range of ongoing initiatives:

® The work of ACMF to bring about harmonization of selected capital market regulations,

®  Various bilateral initiatives among ACMF members to cooperate in key areas.

® The initiatives on various capital market and payment system topics by other regional for
such as Asia Pacific Regional Committee of IOSCO (APRC), and Executive Meeting of
the East Asia-Pacific Central Banks (EMEAP).

® The work of stock exchanges to build trading linkages and build alliances (ASEAN
Common Exchange Gateway (ACE).

® The ASEAN+3 Asian Bond Market Initiative (ABMI) to develop and integrate local
currency bond markets.

® The proposals by the ASEAN Working Committee on Capital Market Development
(WC-CMD) and its task forces to promote market linkages, market access, and market
liquidity, and

® Various Asian Development Plan (ADB) studies and recommendations on regional
integration.

There are five main sections to this report. Sections 2 and 3 seek to present a vision for regional
capital market integration, and the rationale for integration, as envisaged for the AEC 2015;
Section 4 briefly reviews the obstacles and challenges in achieving integration; Sections 5 present
the core components of the Implementation Plan, with Section 6 providing a summary of the Plan
in each of the strategic components. An Attachment presents the Implementation Plan as a

schedule of specific actions to be taken in three phases (2009-2010, 2011- 2012 and 2013-2015).

2. Vision and Approach to Integration

The AEC Blueprint 2015 pertaining to capital markets seeks to achieve significant progress
in building a regionally integrated market, where within the region: 1) capital can move
freely; 2) issuers are free to raise capital anywhere; and 3) investors can invest anywhere. In

such a market anyone would be able to trade in ASEAN capital market products freely in any
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ASEAN market at a competitive fee from a single access point, with capital market intermediaries

being able to provide services throughout ASEAN based on home country approval.

In order to build such a market in ASEAN, there are essentially two closely related approaches:
One is to focus on full harmonization of domestic laws, regulations, and operations in order
to facilitate cross-border access - based primarily on international principles, standards and best
practices. This is supported by mutual recognition in any sectors that are not subject to
harmonization and by liberalization measures that will ensure an absence of national restrictions
on access. This is broadly the approach taken in the European Union. Another approach is to
create enabling conditions for access with broad harmonization, and supported by mutual
recognition and a greater freedom for capital movements. This is the vision and the approach that
is implicit in the AEC Blueprint 2015. The two approaches are complementary rather than
alternatives, because effective implementation of a mutual recognition regime necessarily
requires adequate progress in strengthening and harmonization of key laws and practices in order
to safeguard investor protection, market integrity, and systemic stability. The objective of
regional capital market integration, regardless of the approach, should be to help build the
efficiency, capacity and liquidity needed to compete effectively amidst global markets and
players. Thus, implementing regional integration should not exclude non-regional participants,

but should focus on enhancing the capacity to compete both regionally and globally.

3. Rationale

Two main reasons support regional financial cooperation and integration. The first is to
strengthen financial intermediation, capacity and risk management to support national and
regional growth. The second is to cooperate to reduce vulnerabilities to external shocks and
market volatility, a point that became clearer after the Asian Crisis of 1997. Following the
crisis, considerable attention has been given to strengthening local currency bond markets and
their regional integration as a means to diversify credit sources, minimize risks due to currency
and maturity mismatches and thereby foster financial stability. Enhanced regional positioning can

attract more capital and order flow due to increased liquidity and size. Aligning national
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regulatory approaches will reduce administrative costs of operating in the region and enhance its

competitiveness.

Thus, regional integration can facilitate both domestic capital market development as well
as global integration by providing the liquidity, scale and capacity to compete globally and
manage volatility more effectively. ASEAN capital markets have made significant progress in
depth, trading volume and openness and are large when viewed as a group. However, they are
small individually and the range of products and openness within ASEAN remains low.
Moreover, the markets remain relatively illiquid, with high transaction costs and large equity
premiums, because of subscale trading volumes. In these circumstances, regional (and global)
integration that allows greater cross-border access to investors and issuers can help broaden the
investor base and range of products. This would strengthen domestic capital markets and provide
the liquidity, scale and capacity to compete globally. At the same time, however, further
strengthening the efficiency and integrity of domestic capital markets is essential for continued
regional integration via interoperability and interconnectivity and improved liquidity and order

flows.

Moreover, the growing competition from global players (e.g. stock exchanges), and the
pressures for consolidation and efficiency enhancements due to technological and
regulatory changes make regional integration of capital markets a pressing policy concern
and calls for a comprehensive strategy. Consultations with equity markets regulators and
market players have highlighted that ASEAN exchanges will have to compete with global
exchanges. In the current state of development of equity markets in the region, such competition
could undermine domestic capital markets and further regional integration. Global regulatory and
technological developments in the securities markets and the emergence of new classes of
investors, including hedge funds, have intensified competition among stock exchanges and
encouraged consolidation of exchanges, domestically and globally. Unless ASEAN exchanges
work together to collaborate and achieve parity with larger players in terms of cost, liquidity,
product range and technology investments, good companies in the region will rely on the larger

and more liquid markets outside ASEAN, including North Asia, North America and Europe and
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make national exchanges increasingly less relevant. In addition, if demutualized exchanges in
the region were to seek alliances with major trading blocs independently, such actions will
jeopardize regional integration initiatives. Furthermore, the region's exchanges run the risk of
being cherry picked by global suitors and may end up worse than in a collaborative solution

(Figure 1).

Figure 1: Three Scenarios for Southeast Asia
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The threat of domestic exchanges being marginalized or cherry picked by global players in the
face of growing competition and consolidation among global exchanges calls for a strengthened
strategy for regional collaboration and integration. It also requires that regional integration

become a core priority in the national capital market development strategies.

Similar considerations apply to bond markets, again calling for an expedited regional
integration strategy. Progress in integration of equity markets has to be in tandem with similar
progress in bond market integration. This would ensure that the issuers, investors and market

intermediaries have adequate tools for risk management and portfolio diversification. In addition,
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building up scale and liquidity in national bond markets can be greatly facilitated by accessing

regional and global markets.

Generally, by facilitating access to a larger integrated market, regional cooperation and
integration can build awareness of ASEAN as an asset class and enhance the region’s
attractiveness for global capital flows. Moreover, integration could contribute to financial
stability by expanding the market to which regional players have access, making diversification
easier and reducing domestic volatility resulting from global shocks. Regional cooperation can
also provide a greater voice on financial stability and development issues in global fora. This last
consideration has become particularly important for designing coordinated responses to current
global financial and economic crisis. In addition, regional integration initiatives and the
associated alignment of national regulatory standards with international standards provide an
opportunity to draw lessons from the crisis to strengthen risk management, regulatory

surveillance, asset securitization and market microstructure.

Indeed, the ongoing global financial crisis has further strengthened the case for ASEAN
integration. Calls for reforming the global financial architecture and overhauling regulatory and
supervisory regime have been forthcoming from many sources, such as the G-20. This creates an
opportunity for ASEAN countries to do their part in a way that facilitates their integration
regionally and globally, but with the appropriate safeguards to enhance financial stability. Also,
the ability of some integrated areas—Ilike the EU—to offer financial support to its members and
financial institutions has made them more resilient. The crisis has also made even more obvious
the advantages of advance planning to deal with financial turmoil. Furthermore, it has highlighted
the need for coordinating the thrust of policies—even if each country still chooses its own way of
carrying them out. Also, experiences such as that of the EU clearly indicate that a larger
economic and financial area, acting with a concerted voice, has more influence in global

economic decisions.
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4. Obstacles and Challenges to Integration
The studies suggested that regional integration, particularly of private capital markets, has
shown only limited progress in ASEAN. Consultations with regulators and market players

have highlighted several factors that have hindered regional integration.

First, the significant differences in the levels of development of capital markets and in the
extent of observance of global standards has naturally led to focusing on domestic capital
market development and to varied perceptions of costs, risks, and benefits of regional integration
among market players and country authorities. These perceptions have been influenced by the
concerns in some countries about limited new business opportunities in less developed markets
and in other countries by the perceived competitive threat from the more advanced market

players.

Second, some market players were of the view that domestic markets should be integrating
with the rest of the world rather than within ASEAN and that the value of regional integration
and of promoting ASEAN as an asset class remained unclear. Thus there remains a pressing need
for an effective communication plan to articulate the objectives and benefits of ASEAN capital

market integration.

Third, reflecting these differences in the perceived costs and benefits, countries differ
significantly in the extent to which their national development plans include the measures to
enable and benefit from greater regional integration. Thus, regional initiatives have not been

translated into country policies in many cases.

Fourth, the existence of capital controls and exchange restrictions in many jurisdictions,
differences in the withholding tax regimes, uneven development of and portfolio restrictions on
institutional investors, all constrain regional integration. Moreover, differences in the range of
products, particularly the lack of derivatives markets or of regionally focused products in many
jurisdictions, have hindered both domestic market development and regional integration. In any

case, the large differences in regulatory regimes and market infrastructure —as reflected in the
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degree of observance of global supervisory and market standards—have raised transactions costs

for cross-border transactions.

Fifth, the lack of clarity on the coordination and monitoring mechanisms in ASEAN has also
impeded progress toward regional integration. While there are many ASEAN initiatives on
financial market integration, mechanisms to coordinate and sequence them remain weak.
Institutional mechanisms to monitor and support the implementation of regionally agreed

standards and programs at the country level are missing.

The key challenge therefore is to set up a well sequenced program of regional integration
initiatives to achieve the goals of AEC 2015, support it by embedding regional considerations into
domestic capital market development programs and reinforce the above through a well designed
ASEAN-level monitoring and coordination mechanism. The two-way interaction between
strengthening domestic capital markets, and fostering integration, requires that domestic capital
market reforms and measures to enhance greater cross-border access, together be properly

sequenced and coordinated, based on:

® (Common international standards,

® Judicious use of mutual recognition in finance and business,

® Further liberalization of capital controls restrictions,

® Further strengthening prudential safeguards and risk management capabilities to help

manage volatility and compete effectively.

A comprehensive strategy and a well-sequenced plan to implement the strategy are discussed in

the next section.
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5. Core Components of the Implementation Plan

The core strategy for regional integration is a mutual recognition/harmonization process of
expanding scope and country coverage, supported by phased removal of capital account and
other restrictions, the building up of trading and settlement system alliances and infrastructure,
and a strengthened coordination and monitoring processes at both regional and country levels to
support implementation. These strategies, presented as six strategic components of the
Implementation Plan, were discussed with the GOE and the private sector. They are classified

into the three main themes mentioned earlier.

A. Creating an Enabling Environment for Regional Integration2

1. Design and Implement a Mutual Recognition/Harmonization framework of gradually

expanding scope and country coverage.

B. Creating the Market Infrastructure and Regionally Focused Products and
Intermediaries
1. Implement an Exchange Alliance framework to facilitate cross-border trades with local
brokers initially; and strengthen and harmonize exchange governance, listing rules and
corporate governance framework.
2. Promote new products and regionally active intermediaries to build awareness of
ASEAN as an asset class.
3. Reinforce and expedite implementation of ongoing strategies and initiatives to
strengthen and integrate bond markets.
C. Strengthening the Implementation Processes.
1. Refine the strategies for domestic capital market development in each ASEAN
country and incorporate measures and milestones that support regional integration

initiatives.

" These works are beyond the scope of ACMF.
* To create an enabling environment, restriction on capital flow should also be gradually liberalized along with the reform of tax system in order to facilitate
cross-border transactions. However, these issues are beyond the scope of ACMF, therefore, relevant authorities and working committees should further

assess to develop and put in place the necessary action plans.
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2. Strengthen the ASEAN level working mechanisms in order to better coordinate regional

integration initiatives and monitor and support its implementation at the country level.

6. Overview of the Components of the Implementation Plan

A. Creating the Preconditions
A. Develop a mutual recognition/harmonization framework, and expand the reach of

products, services, and countries covered by the framework over time.

The core strategy for regional integration is to develop a mutual recognition process with
gradually expanding scope and country coverage. Cross-border access to capital markets
within ASEAN is facilitated by relieving entrants to regional markets of the regulatory burden of
fully complying with more than one regulatory regime through mutual recognition or
harmonization. Such relief lowers costs, enhances competition, encourages product innovation

and increases investors’ access to the diversity of products and services available in the region.

The mutual recognition and harmonization framework for ASEAN covers the following four
areas of cross-border activities:
®  Facilitating cross-border fundraising activities
®  Facilitating cross-border distribution of products, such as those listed on ASEAN
exchanges, Islamic products and collective investment schemes (CIS)

Facilitating investments by investors in ASEAN

Facilitating market access by market intermediaries

Implementation actions for each of these areas are summarized in Figure 2.
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Figure 2: Mutual Recognition (MR) and Harmonisation Framework
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Pre-requisites and Supporting Initiatives
® Develop ASEAN MR Guidelines; Canvass leading market intermediaries in home markets to obtain views on
the product and services likely to be marketed within ASEAN
®  Regulatory mapping
° Compliance with relevant IOSCO Principles, ASEAN Peer review mechanism
®  Clear and effective Communication Plan
° Strong investor protection regime
® Remedies / Dispute resolution mechanisms

° Bilateral / Multilateral MOU for enforcement and information sharing

ASEAN Mutual Recognition Guidelines

In order to provide a coherent framework to coordinate the many and diverse strategic mutual
recognition and harmonization activities to foster integration, the ACMF will develop ASEAN
Mutual Recognition Guidelines. The Guidelines would provide broad principles to govern and
support the mutual recognition and harmonization programs and guide ACMF members to
identify and sequence initiatives for mutual recognition supported by harmonization, and assist
countries to determine their readiness to enter into such cross-border arrangements. The initiatives
should begin with products, services and activities that are consistent with market preferences,

likely to add most value to capital market development within ASEAN and/ or are easy to
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implement. Taking regulatory action to facilitate cross-border transactions is not sufficient to
promote regional integration unless the action generates increased private sector cross-border

activities.

The following broad principles will be considered in formulating the Guidelines:
®  To set priorities for the mutual recognition and harmonization taking into account

“quick wins” and “appropriate responses” to the current global crisis as well as market

preferences. Undertake sequenced cross-border initiatives for mutual recognition and

harmonization, based on consultations with market players.

To undertake mapping of regulatory rules in specific areas where mutual recognition

is being considered.

To work towards complying with IOSCO Principles relevant to the product, service

or activity to be offered cross-border. This would ensure regulatory equivalence in

entering the mutual recognition arrangements.

To clarify the responsibilities of the home regulator, and the host regulator in

administering a specific MR framework, including arrangements to disclose the

observance of relevant standards through peer review in order to demonstrate readiness

to join the framework.

To enable host regulator to rely on the laws of the home country to the greatest extent

possible to protect the interests of the local investors, protect the integrity of the local

markets and manage the systemic risk in host country.

To strengthen investor protection regime with adequate rights and remedies and

dispute resolution mechanism.

To continue strengthening bilateral (and multilateral) arrangements for regulatory

cooperation and information sharing.

Phased approach towards mutual recognition.
ACMF members recognize that an effective implementation plan for mutual recognition
must have clear prioritization. Therefore, the measures that have been identified for Phase 1 can

generally be undertaken by ACMF members as part of their supervisory authority. Some
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measures particularly those for Phase 2 and 3 would have an impact on the extent of financial
services liberalization and would need to have the input of authorities and fora to deal with capital

account and financial services liberalization.

Given the differing levels of capital market development and readiness amongst ASEAN
countries, the mutual recognition initiatives should be implemented bilaterally first and then
multilaterally as other countries become ready to join in. In addition, it is often easier to relax
restrictions on activities targeted at non-retail investors who may be more vigilant of their rights
and hence require less protection. Therefore, it may be practicable to enable cross-border products
and services to be made available first to non-retail investors (NRI) and subsequently to retail

investors (RI), complemented by an enhanced investor protection regime.

B.Creating the Market Infrastructure and Regionally Focused Products and
Intermediaries
B1. Implement the vision for the Exchange Alliance Framework. Strengthen and

harmonize exchange governance, listing rules and corporate governance framework.

Greater cooperation among ASEAN equity markets is desirable. Through collaboration,
exchanges in the region can achieve the following benefits:

a. Decrease the cost of operations and technology;

b. Facilitate broker access across exchanges, thus boosting liquidity;

c. Increase the value of the pool of listed companies, preventing flight to other markets

outside ASEAN.

The ASEAN Common Exchange Gateway (ACE) initiative of the regional exchanges to forge
alliances and provide trading links requires the exchanges to regulate cross-border trading on their
markets effectively. It is also important for securities regulators to collaborate more closely to
enable effective and timely regulation of cross-border transactions through enhanced information
sharing and regulatory coordination. In many aspects, the proposed mutual recognition initiatives

and their sequencing would provide the foundation for the ACE initiative.
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In response to emerging challenges, ASEAN exchanges have decided to build an alliance to link
their exchanges to promote liquidity through increased intra ASEAN trades. As they dismantle

barriers to trade and adopt international standards, they will attract more international funds.

Key recommendations are summarized in figure 3 below, further elaborated in Attachment to this

report.

Figure 3: Exchange Alliance Framework

Promote Cross-border

Build Infrastructure

Formulate Medium term
Vision for ASEAN

Trading and Develop

Exchanges Reaional Markets

Implementation Actions

° Formulate Medium ° Setup ACE- electronic link ° Set up an ASEAN
Term Vision for direct access by foreign Marketing Committee
® Engage ASEAN E:g;eg:’rsas clients of local ® Develop comprehensive
Exchanges for overall marketing plan including
governance and ° ASEAN clearing houses Investor education,
implementation of act as central counterparty marketing news and data
exchange alliances for cross-border trades. dissemination etc.
® Form depository links for ® Act as catalyst to promote
cross-border settlement trading volume, help
and custody. remove barriers to cross-

border trade and promote
regional products, regional
intermediaries and star
companies.

° Organize joint banking
services, including forex
and corporate actions, for
economies of scale

Pre-requisites and Supporting Initiatives

®  Allow distribution of listed products on ASEAN exchanges by local intermediaries and facilitate cross-border

provision of marketing services

MR regime for market professionals involved in marketing

® Recognize ASEAN exchanges under host country rules

Information sharing among exchanges on market surveillance ACE, cross listed entities, and trading.

In addition to these initiatives, continued strengthening of exchange governance, corporate

governance and accounting and auditing in line with international standards should remain on-
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going priorities that support regional integration™. Key initiatives in this area are summarized in

figure 4 below.

Figure 4: Strengthening Exchange and Corporate Governance

Complete demutualization

Coordinate listing rules Enhance information sharing
and corporate and cooperation among

governance standards exchanges

Implementation Actions

° Complete ° Map requirements in ° ASEAN exchanges
demutualization of the listing rules, endeavour to sign
exchanges corporate bilateral/multilateral MOU

governance and for cooperation and

information sharing to
facilitate exchange linkages

Pre-requisites and Supporting Initiatives

® Compliance with relevant IOSCO Principles
®  Regulatory mapping

® Effective communication between regulators, between regulators and exchanges and between
exchanges

®  Strong investor protection

B2. Promote new products and intermediaries to build awareness of ASEAN as an asset

class

The incentives for the development of new products to foster regional integration are influenced
by the capital market development strategy and the specifics of the exchange alliance framework.
Technical cooperation among exchanges can facilitate development of new products, help narrow
developmental gaps of ASEAN markets and facilitate the design of regionally-focused products.
For example, ASEAN exchanges can take leadership in creating interest rate futures contracts,
with a view to an eventual linking of the exchanges and contracts through a single Board and

central clearing arrangements. Close collaboration among exchanges and regulators would be

% See Strategic Component 11 in the Attachment for proposed actions.
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critical to support the private sector in designing and trading new products of regional appeal.
Regulators and exchanges can facilitate the efforts once the private sector has determined the

commercial viability of ASEAN products.

Development of strong regionally-oriented intermediaries will be facilitated by the growth of
regionally-focused products and the expansion of mutual recognition arrangements. Investor
education and market promotion efforts by ASEAN exchanges would also be important.
In addition, the regulators can provide an enabling environment to foster growth of such
intermediaries through the creation of an enabling environment to support the establishment of
regionally oriented intermediaries. A list of implementation sections is summarized in figure 5

below and further elaborated in the Attachment.

Figure 5: Promote new Products and Regional Intermediaries

Promote new regional products Promote Regionally Focused Market

Intermediaries

Implementation Actions

®  Form private sector led task force to develop and ®  Create an enabling environment to support growth
promote new regional product development and consolidation of regionally oriented
including ETFs, securitization products, index intermediaries..
futures and other hedging products to brand
ASEAN as an asset class.

Pre-requisites and Supporting Initiatives

° Strengthening and harmonization of mergers and acquisitions framework.
° Facilitate cross-border investments by investors (Strategic Component I)
®  Mutual recognition of product offerings (e,g, Islamic Products)

B3. Reinforce implementation of the on-going strategies and initiatives to strengthen and

integrate regional bond markets.

Key issues in bond markets development - such as improving liquidity, strengthening public debt
management, enhancing trading, clearing and settlement microstructures and streamlining capital

controls - have been addressed by several regional initiatives including the Asian Bond Market
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Initiative (ABMI), which is an ASEAN+3 program, and initiatives from other fora including
EMEAP, WC-CMD of ASEAN. ACMF will draw on these initiatives in setting priorities for

further actions in bond market development and integration.

Bond markets differ fundamentally from equity markets in their trading arrangements and have
been primarily transacted over the counter (OTC). Regional integration of these markets requires
strong cooperation between the government as an issuer of debt, the central bank as banking
supervisor and watchdog for financial stability, the securities regulator and the principal dealers
that ensure market liquidity. Thus, initiatives undertaken by the exchanges-such as a common
gateway for equity transactions might have a limited applicability to bond markets. While some
exchanges list and trade bonds and their clearing and settlement platforms can handle bond
trading and clearing, the percentage of total turnover tends to be very low. The experience of
other regions also suggests that trying to promote debt market development and
integration modeled on equity market structures may have negative implications for bond market
fundamentals such as liquidity. The focus should be on ensuring price transparency through
disclosure and reporting; the reporting platform could well be the Securities Exchange rather than

an independent (e.g. Central Bank-run) platform.

Nevertheless, the ASEAN regulators have an important role to play in several areas of bond
market integration, primarily in ensuring mutual recognition of offering documents, improving
post-trade transparency as an element of investor protection, in fast-tracking new products that are
commercially viable and also in encouraging regional integration of the clearing and trading
infrastructure. ASEAN regulators should also look at moving some derivatives and their clearing
onto exchange platforms and fundamentally reassess the more complex and opaque derivatives
that gave rise to recent credit market problems. ASEAN regulators should encourage ratings
comparability in the region, or a national ratings scale that can be compared across countries.
Strategic Component [V of the Attachment presents a detailed list of Implementation Actions, and

are summarized below in Figure 6.
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Figure 6: Strengthen Bond Market Development and Integration

Review On-going Bond Market Initiative Build and Link Infrastructure and Promote
Market Liquidity

Implementation Actions

® ACMF to initiate dialogue with other regional * Facilitate cross-border trading, settlement and
groupings to agree on priorities information linkages.

® Establish mechanisms to address roadblocks ° Formulate regional strategy for ratings
in bond issuance and investments on a comparability.
regional basis. .

Set disclosure standards for Central Trade
Reporting System (CTRS)

° Create ASEAN pool of market-makers in debt
instruments.

Pre-requisites and Supporting Initiatives

® Capital Market Development Plans to incorporate goals of integration of bond markets

® Progress toward MR of primary offerings of debt securities and related harmonization of offering
rules.

S Enhance tax structure
® Reaional cooperation in Islamic product structures and develobment.

C. Strengthening the Implementation
C1. Enhance the Scope of Domestic Capital Market Development Plans in order to help

implement regional integration initiatives

Significant differences in the levels of development of domestic capital markets in ASEAN
countries hinder the pace of integration. Efforts are still needed to build consensus in the region
on the benefits of financial markets integration and to ensure that actions taken at the national
level are consistent with that goal. Such efforts could include the following: 1) close monitoring
of developments in regional financial integration and analysis of the related costs and benefits.
This would illustrate the value of integration for the private sector and help monitor the
effectiveness of policies to foster integration; 2) strengthened efforts to take into account regional
integration objectives and policies, such as mutual recognition and regulatory harmonization into
capital market development strategies. The initiatives and actions along these national lines are

summarized in figure 7 below and spelled out in the Implementation Plan.
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Figure 7: Domestic Capital Markets Development Plans

Review and speed up domestic capital
development plans to facilitate integration

Identify appropriate risk management
measures to mitigate risks associated

from increased cross border activities

Implementation Actions

o Draw lessons from financial crisis to *  Engage with market participants
strengthen domestic financial sector and better measures to ensure financial sector
prepare for capital market integration stability as capital market integration

¢ Align domestic capital market development progresses and draw lessons from the
plans with the mutual recognition and financial crisis.

harmonization initiatives

C2. Reinforce and better coordinate ASEAN working processes: An update on ASEAN

processes, and the need for new initiatives

At an informal meeting in Dubai on October 7, 2008, the ASEAN Finance Ministers approved a
proposal to strengthen the capacity of the ASEAN Secretariat (ASEC) to undertake both
macroeconomic surveillance as well as managing the implementation and coordination of the
financial integration process. This would involve establishing a standalone unit in the ASEC,
comprising a Macroeconomic Surveillance Division and a Financial Integration Division, both

supported by full-time staff.

In order for the proposed Financial Integration Division (FID) of ASEC to be effective in driving
and coordinating the processes towards capital market integration, it is important that ASEC has
the appropriate capacity to undertake this role. It is proposed that a dedicated team for capital
market integration be established in the FID. The role of the dedicated team would include
(i) developing a Consolidated Action Plan to serve as a central reference for sequencing,
reprioritizing and monitoring the strategic initiatives under the Implementation Plan,
(ii) streamlining the Implementation Pan with the various committees under ASEAN, and

(iii) monitoring and reporting of the progress of the initiatives under the Implementation.
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The ACMF members will support the dedicated team in the FID by having designated contact

person. The role of ASEC in assisting the financial integration process is depicted below;

The above initiatives and the associated actions are summarized in Figure 8.

Figure 8: Strengthening the ASEAN Implementation and Coordination Process through the

ASEAN Secretariat

Establish dedicated team at ASEC for capital
market integration

Facilitate implementation of recommendations
that are beyond the scope of ACMF

Implementation Actions

ASEAN Secretariat coordinates and works
with relevant Working Committees and other
related parties to facilitate the implementation
of recommendations that are beyond the
® Develop and agree on the Terms of Reference scope of ACMF

(TOR) for capital market integration team in the FID

including developing a consolidated action plan,

streamlining of the existing ASEAN working

committees and task forces, and report progress or

raise issue to stakeholders on a regular basis.

° Establish dedicated resources at the ASEAN
Secretariat, with supporting dedicated contact
persons from each ACMF member
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Strategic Direction

At the 13th ASEAN Summit in Singapore, the ASEAN leaders jointly adopted the ASEAN
Economic Community Blueprint 2015 (AEC Blueprint), with the goal of establishing ASEAN as
a single market and production base, with free flow of goods, services, investments and skilled
labor, and freer flow of capital. The AEC Blueprint also sets out a broad general framework to

strengthen ASEAN capital market development and integration by 2015.

To achieve the objectives of the AEC Blueprint 2015, the ASEAN Capital Markets Forum
(ACMF) proposed to develop an Implementation Plan to Promote the Development of an
Integrated ASEAN Capital Market (Implementation Plan). The Implementation Plan proposal
was approved by the ASEAN Finance Ministers at the 12th ASEAN Finance Ministers’ Meeting
(AFMM) in Danang, Vietnam in April 2008. The Plan was subsequently endorsed by the ASEAN

Finance Ministers at the 13th AFMM in Pattaya, Thailand in April 2009.

Rationale for regional capital markets integration

The rationale for regional capital markets integration is to improve the competitiveness of the
ASEAN capital markets in the global arena. At the same time, capital markets integration will
reduce the risks of marginalization as individual markets in ASEAN may be too small with
limited range of products and services, which lessen competitiveness of ASEAN capital markets
individually as compared to the more developed markets. Furthermore, an integrated ASEAN

capital market will likely lead to increased visibility and attractiveness in the global arena.

Regional integration also leads to improved levels of market efficiency and expanded investment
choices for local investors and issuers. Investors will have access to a wider variety of products
which would allow them to diversify their risk exposures more effectively and find alternatives to
enhance their returns. Furthermore, issuers will have access to a larger pool of liquidity in the
region and more diverse range of potential investors. Local market players e.g., securities

companies, asset management companies and market professionals, will also be able to expand
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their business opportunity regionally and solicit wider groups of investors, thus achieving

economies of scale.

Strategies of the ACMF
The ACMF has developed the following strategies in undertaking the initiatives outlined in the
Implementation Plan:

B Create brand recognition for ASEAN as an asset class:

The ACMF will work to create brand awareness and recognition for ASEAN products
and increase their visibility in global markets. The ACMF will seek to provide a
facilitative environment that enables and encourages the private sector to develop new

products, including exchange traded funds and index futures.

Enhance ASEAN regulatory standards and practices:

The ACMEF will seek to enhance the regulatory standards governing the ASEAN capital
markets and practices in line with international standards, including standards set by the
International Organization of Securities Commissions (I0OSCO).

Build mutual and global trust in ASEAN standards through mutual recognition regimes:

To build mutual and global trust in ASEAN standards, the ACMF will work towards the
establishment of mutual recognition regimes whereby one regulator can rely on another
regulator’s standards in the region to allow for the cross-border offering of financial
products and services.

Facilitate flow and access into ASEAN markets:

Through the establishment of an electronic trading link, global players will have access
into any ASEAN market from one single access point. The trading link together with the
establishment of an ASEAN Bulletin Board, which comprises leading stocks in ASEAN,

is expected to increase the visibility of ASEAN in the global financial arena.
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Implementation Approach of the ACMF

The ACMF has adopted a phased approach whereby the initiatives specified in the
Implementation Plan are categorized into three phases based on priority. Phase I covers 2009-
2010, Phase II covers 2011-2012, and Phase III covers 2013-2015. The initial phases of the Plan
focus on establishing bilateral arrangements, and subsequently moving towards multilateral
arrangements as more countries become ready to opt-in. Further, the plan focuses on gradual
liberalization initiatives whereby offerings of products will be made available to non-retail
investors first, before opening up to retail investors and will be complemented by a robust

investor protection regime.

Addressing challenges

In addressing potential challenges, the ACMF is guided by the following approach:

Potential challenges Approach

1) Risks of competition and Through mutual recognition arrangements, domestic

marginalization of domestic intermediaries have the opportunity to grow their businesses

beyond domestic borders which may lead to greater economies
market players

of scale.
2) Effective cross-border Regulators will establish cross-border information-sharing
enforcement and dispute mechanisms and cooperation arrangements to ensure effective

. and robust enforcement. Efforts to create cross-border dispute
resolution

resolution mechanisms for investors are also underway.

3) Level of sophistication and In its approach, the ACMF has adopted a phased approach.

financial literacy of retail The offer of products to domestic retail investors will be

. conducted at a later phase, and through domestic
vestors

intermediaries which will be obliged to conduct customer
suitability tests. In addition, prospectus or sales brochures will

need to clearly highlight details of the relevant risks involved.
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4) Prioritization of ASEAN

integration efforts

Mutual recognition arrangements in ASEAN not only
facilitates cross-border activity in the region, but also reflects
the mutual trust among ASEAN capital market regulators and
promotes ASEAN as an asset class. It will further integrate and

strengthen the ability of domestic markets to compete globally.

The ACMF believes that the success of capital market regional integration efforts will depend on

the active participation and commitment of relevant government agencies, private sector and

investors alike.
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ACMF Press Release

ASEAN CORPORATIONS TO ENJOY EXPEDITED REVIEW

OF SECONDARY LISTINGS

Kuala Lumpur, 16 March 2012 - The ASEAN Capital Markets Forum (ACMF) announced today
that securities regulators and stock exchanges of Malaysia, Singapore and Thailand have signed a
Memorandum of Understanding (MOU) on Expedited Review Framework for Secondary

Listings.

2. The Expedited Review Framework is an initiative under the ACMF Implementation Plan
endorsed by the ASEAN Finance Ministers in 2009. The objective of the Framework is to speed
up the processing of secondary listing applications together with the relevant disclosure
documents. This Framework is available to corporations which are incorporated and whose shares
are primarily listed on the main market of an exchange in jurisdictions which are signatories to
the MOU. Where corporations satisfy the requirements set out in the Framework, signatories to
the MOU will review these applications within a shortened time period of 35 business days

compared to the normal review time of up to 16 weeks.

3. Malaysia, Singapore and Thailand are the first three jurisdictions to sign the MOU. Other
securities regulators and stock exchanges of ASEAN jurisdictions may join the Framework by
signing the Memorandum of Understanding on Expedited Review Framework for Secondary

Listings as and when they are able to satisfy the requirements of the Framework.
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4. Mr Lee Chuan Teck, Chairman of the ACMF and Assistant Managing Director (Capital
Markets Group) of the Monetary Authority of Singapore, said “The Expedited Review
Framework for Secondary Listings is one of a series of initiatives that ACMF is working on to
foster ASEAN capital markets integration in line with the objectives of the ASEAN Economic
Community Blueprint 2015. The signing of the MOU indicates the commitment of ASEAN
jurisdictions to work towards integrating our capital market. We hope that the Expedited
Framework will encourage more listed companies to seek cross-listings in the region to broaden
their investor base. With more cross-listings, investors in the region will have easier access to a

broader choice of investments.”

5. Tan Sri Zarinah Anwar, Chairman of the Securities Commission Malaysia, said “The
framework will foster greater capital market integration in the region and promote ASEAN as a
global fundraising destination. This initiative represents another significant achievement on the
part of the ACMF in promoting a facilitative and efficient environment for greater intra-ASEAN

activity”.

6. Dr. Vorapol Socatiyanurak, Secretary-General of the Securities and Exchange Commission,
Thailand said, “I am delighted with this achievement. The ACMF is determined to create enabling
environment in capital markets for our business sectors to grow. This secondary listing
framework provides ASEAN PLCs a pathway to expand their business horizon in other markets

so that they can leverage on the prosperity that will come with the emergence of the AEC.”

7. More information on the ACMF Implementation Plan and the ASEAN Economic
Community Blueprint 2015 can be found at
http://www.theacmf.org/ ACMF/report/ImplementationPlan.pdf and http://www.asean.org/5187-

10.pdf.
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MALAYSIA, SINGAPORE AND THAILAND IMPLEMENT THE ASEAN AND PLUS

STANDARDS SCHEME

Bangkok, June 12, 2009 — Securities regulators in Malaysia, Singapore and Thailand jointly,
announced today that they have implemented the ASEAN and Plus Standards Scheme (“the

Scheme”) for multi-jurisdictional offerings of securities in ASEAN.

The scheme reflects the desire of ASEAN securities regulators to facilitate fund raising activities
within ASEAN and to enhance the visibility of ASEAN capital markets as an attractive
investment destination for global investors.

The Scheme will facilitate multi-jurisdictional offerings of plain equity and debt securities in
Malaysia, Singapore and Thailand by allowing the issuer to comply with one single set of
common disclosure standards, known as the “ASEAN Standards”, together with limited
additional requirements prescribed by each jurisdiction, known as the “Plus Standards”. The
overall Scheme is envisaged to bring greater efficiency and cost-saving for issuers undertaking
cross-border offerings. The ASEAN Standards are based on the of IOSCO standards on cross-

border offerings and fully adopts the IFRS and the ISA.

The Scheme forms one of the key capital market initiatives undertaken by the ASEAN Capital
Markets Forum (ACMF). It is also part of the regional capital market integration plan (“the
Implementation Plan”) endorsed by the ASEAN Finance Ministers in April 2009 in Pattaya,
Thailand. Malaysia, Singapore and Thailand are the first three jurisdictions to put the Scheme into

effect.

“The ACMF has shown strong commitment to enhance the attractiveness of ASEAN as a

combined capital market for fund-raising, as well as underlines ASEAN securities as an attractive
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asset class by raising the disclosure standards among ASEAN members to an international level. |
am delighted that Thailand along with Malaysia and Singapore are able to put this framework into
practice,” said Mr. Thirachai Phuvanatnaranubala, Chairman of the ACMF and Secretary-General

of the Securities and Exchange Commission, Thailand.

Tan Sri Zarinah Anwar, Chairman of the Securities Commission Malaysia said “The
implementation of the Scheme is an important step towards a more efficient environment for
access to capital across ASEAN. By allowing consistency of information in multi-jurisdictional
offering documents, the Scheme will aid investors in making informed decisions as well as

providing them with greater investments choices”.

Mr. Shane Tregillis, Deputy Managing Director of the Monetary Authority of Singapore said
“The Scheme aims to harmonize prospectus disclosure standards in ASEAN. Implementation of
the Scheme is a step forward in the effort to create a more integrated capital market in ASEAN in
line with the objectives of the ASEAN Economic Community Blueprint 2015. We welcome the
implementation of the Scheme and believe that it will usher in more initiatives to integrate

ASEAN capital markets.”

Further information on the Scheme is available in the Appendix 1. Details on the implementation
of the Scheme can be found on the websites of the Securities Commission
Malaysia(www.sc.com.my), the Monetary Authority of Singapore (www.mas.gov.sg) and the
Securities and Exchange Commission, Thailand (www.sec.or.th) respectively. The ACMF

Secretariat is also available for contact through e-mail: strategy@sec.or.th.
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