L) ICSA

INTERNATIONAL COUNCIL of SECURITIES ASSOCIATIONS

June 15, 2004

Ms. Andrea Pryde

Internationa Accounting Standards Board
30 Cannon Stret

London ECAM 6XH

United Kingdom
Re: Strengthening the | ASB’ s deliber ative processes

Dear Ms. Pryde:

On behdf of the Internationd Council of Securities Associations (ICSA)!, we are writing
to you in response to the IASB’s request for public comment on its deliberaive processes. We
believe it is in the bext interest of financid market participants that IASB’s activities are open to
public conaultation.  Therefore, ICSA is drongly supportive of the IASB’s proposd for improved
public comment and consultation.

One of ICSA’s main missons is to encourage the growth of international securities markets
by promoting harmonizetion in the procedures and regulation of those makets To that end, ICSA
has recently issued a Statement on Regulatory and Self-regulatory Consultation Practices, which
is enclosed with this letter. As we note in the enclosed document, ICSA members bdieve that
trangparent regulatory systems are essatid for the devdopment and dability of the internationa
securities market. ICSA members dso bdieve tha transparency only brings its full benefits in
securities markets regulation if there is effective consultation between regulaors, sdf-regulatory
organiztions and maket paticpants.  Consultation, in turn, requires a genuine invitation to give
advice and proper condderdtion of the advice given. An effective and dructured consultation
process encourages active cooperation between regulators and maket participants and greetly
helps to improve the qudity and efficiency of the rules and regulations that are findly adopted.

1 ICSA is composed of trade associations and self-regulatory associations for the securities industry in eleven

countries as well as a number of international trade associations. |CSA’s members represent and/or regulate the firms
that carry out the majority of the activity on the world’'s equity, bond and derivatives markets. A list of ICSA
membersis attached to this|etter.



We ae very graeful that the IASB has decided to review its ddiberative processes and are
oecifically heartened by the IASB’s datement that it, “...acoepts the need to deveop internd
working procedures that st a new globa standard for transparency and consultation”. We bdieve
that the principles and best practices contaned in the ICSA Satement on Regulatory and Sdif-
Regulatory Consultation do indeed set a globd dandard for trangparency and consultation
practices.

Sncerdy,

e Atunn Rk
John Langton, Chief Executive and Sr Adam Ridley, Director Generd
Secretary Generd, Internationa Securities London Investment Banking Association
Market Asociation (ISVIA) and (LIBA) and Charman, ICSA Working

Chairman, ICSA Advisory Committee Group on Regulatory Transparency



The members of ICSA are as follows;

Asociation Frangaise des Entreprises d' Investissement, France
Audrdian Financid Markets Assodigtion, Audrdia

Bond Exchange of South Africa, South Africa

Bond Market Association, United States

Chinese Taiwan Securities Asociation, Chinese Taiwan

Italian Association of Financid Intermediaries, Itay

Internationa Banks and Securities Association of Audrdia, Audrdia
Internationd Primary Market Association, United Kingdom
Internationa Securities Market Association, Switzerland
Investment Deders Association of Canada, Canada

Japan Securities Deders Association, Japan

The Korea Securities Deders Association, Korea

London Invesment Banking Association, United Kingdom
NASD, United States

Securities Industry Association, United States

Swedish Securities Dedlers Association, Sweden






" INTERNATIONAL COUNCIL of SECURITIES ASSOCIATIONS

Statement on Regulatory and Self-Regulatory
Consultation Practices

March 5, 2004



I CSA I nternational Council of Securities Associations

The members of the Internationd Coundil of Securities Associgtions™ bdlieve that
transparent  regulatory systems are essentid for the devedopment and dability of capitd
markets for severd reasons.  Fird, regulatory trangparency can enhance the effectiveness
of regulatory policies because it dlows financid market paticipants to better understand
the gods and indruments of those policies, thereby greetly srengthening the potentid for
cooperation between regulators and market paticipants.  Second, by enabling market
paticipants and the generd public to provide feedback on proposed regulations,
regulatory trangparency improves the decison making process of securities regulators
while ds0 reducng the rik tha new polices will have unintended, and negative,
conseguences for finencid markets  This is paticularly important for topics on which the
regulators themsdves have little or no firg-hand knowledge and experience.  Third,
regulatory trangparency improves accountability since it helps to ensure that the rules and
regulaions introduced into financid markets are unbiased.

Trangparency only brings its full benefits in securities markets regulation if, as in
other complex and specidized policy aess, there is a dl times effective consultation
between securities regulators and market participants as well as between regulators and
sdf-regulators. The term ‘regulator’ is intended to cover dl bodies that are authorized
pursuant to law to play a role in the licenang and supervison of the ativities of financid
savices firms, financid makets and financid sarvices products, as wel as the bodies
that formulate rules, regulaions and policies rdding to such firms markets and products.
Where the legidaure or authorized regulaor ddegaes its adthority to a non-

1 The membership of the International Council of Securities Associations (ICSA) includes self-regulatory

and trade associations for the securitiesindustry in ten countries as well as a number of international trade
associations. |CSA members represent the overwhelming majority of the world's equity, bond and
derivatives markets. 1CSA’s objectives are to encourage the sound growth of the international securities
markets by promoting harmonization in the procedures and regulation of those markets and to promote
mutual understanding and the exchange of information among ICSA members. A list of theindividual
members of ICSA is attached to this document.



governmentd  entity such as a sdf-regulaiory organization or trade associaion, the term
isintended to encompass such an entity

Consultetion reguires a genuine invitation to give advice and proper consderation
of the advice given. An effective and dructured consultation process encourages active
cooperation between regulators and market participants and greatly helps to improve the
qudity and efficdency of the rules and regulations that ae findly adopted. The
importance of consultation as a complement to regulaory transparency hes been

recognized by many naiona securities regulators as wel as by 10SCO and the
Committee of European Securities Regulators

Bassd on these considerdions the members of the Internationd Councl of
Securities Asocidions propose the following principles as a framework for consultation
“begt practices’ in their respective jurisdictions

1. The“ldess’ Stage

Consultation brings red benefits & every dage of policy devdopment. Like
market research or the testing of engineering prototypes, it should be darted a the
"idess’ dage, before minds are made up and prgudices hardened and while key
proposals can dill be radicdly dtered or even abandoned with ease. To ensure
that policy ideas are exposed to wide debate as ealy as possble, to the extent
possble regulaors should initiste prdiminary informd  conaultation in  the
fallowing manner:

a. Organize informd discussions a an early stage with a cross section of
experts and those mogt likely to be directly affected by the proposad



regulations and produce a representive andyss of the replies
received in afeedback statement?; and,

b. As a rule formdly publish initid tentative proposds in a prdiminary
form, eg. as Discusson Documents or Green Pepers, which invite a
wide public debate on whether the proposed objectives are gppropriate,
methods desirable, and the politicsfeasble.

2 These discussions might also take place through established industry committees, including committees
of regulatory organizations with industry member participants that allow regulators the opportunity to
discuss policy changes with market participants prior to the formal consultation process.



It is acknowledged that there may be exigent drcumstances when
regulators may need to file or publish for comment well developed rules or
policy proposds without the benefit of  pre-consultation with mearket
paticpants  In such cases, condituents should, if feesble dill have the
opportunity to provide comment and feedback prior to find
implementation of anew or materidly amended regulation.

2 Opening conaultation to dll

Once regulaions are in the actud proposd stage, regulators should

whenever practicd:

a Make avalable to and det where reasonable the full range of
interested parties, including market participants, consumers and end-
usrs a nationd and internationd levels, and,

b. Make conaultation proposds widdy known and avalable through dl
goproprite means,  incdluding  public  hearings, roundtables,  written
and Internet conaultations.

Encouraging a Consultation Culture

In order to ensure that consultations are effective, regulators should:

a Promote a consultation culture within  their  organizations  through:
() a demondraed commitment to consultetion by the top levd of
management; (2) meking conaultation with dtakeholders part of ther
misson daement, objectives and busness plan; and, (3) educaing
the staff on the requirements of the consultation program.
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To the extent possble, organize daff and timetables to permit a
meaningful and effective program of consultation. In particular:

1 Whee practicd, publish a raling anud work program or a
gtatement of priorities,

2 Allow dl intereded paties to be consuted on, or make
submissons  about, proposed  regulaions, discussons,
documents, qguidance, research programs or  aly  other
initiatives likey to leed sooner or later to policy action, as well

as any relevant mandates from the government;

3 Begin the famd consultation process a a sufficiently early
dage 0 that regulaors are able to teke dl responses into

account;

4 Ensure that propar and complete documentation for the
proposed reguldion is avalable a the beginning of the forma
conaultation period;

5 Whenever possble ssek comment on the cost and operationd
implications of the proposed regulaions induding ther
impact on gndl firms, a a sufficently ealy dage in the
consultation process s0 that they can be andyzed by market
participants while they are preparing their comments;



4.

10.

n

Conault with dl intereted paties udng a vaiety of media,
induding in particular the Internet;

Use face-toface meetings, when appropriate, in order to ensure
effective consultation with affected parties,

Egablish  working  conaultative  groups  composed  of
professonds from the associations that represent the securities
indudry and others who are knowledgegble about the specific
topic in order to evauate proposa's where appropriate;

As fa as possble inform interesed paties of the thinking of
regulators a vaious doages of the consultation process,
including through the use of concept releases and feedback
Satements; and,

Allow those consulted adeguate time to respond, which means
anongd other things acknowledging the importance of
edablished holidays. For dgnificant issues regulators should
condder meaningful time frames for comment, particulaly
where the proposad regulaions involve more than one country,
the issues are novel or where organizing a coherent response
anongd maket paticipants and users poses mgor logidica
problems.

The importance of ared didogue between regulators and market participants



In order to respond effectively to the feedback received, regulators shoud:

a Give due congderation to the responses that have been recelived;

b. Ensure that dl responses to formd consultation are normdly put in
the public doman unless the respondent requests confidentidity,
or publish a summay of the responsss receved dong with a
reesoned explandion addressng dl mgor points rased in the
consultation process,

c. Consult for a second time if the response to the fird consultation
reveds dgnificant problems, or where revised proposads ae
radicdly diffeent from the orignd proposds on  which
consultation was basad.

The Best isthe Enemy of the Good

It is recognized that the pressure of events or other factors, such as internationd
tresties or legidative timetables will sometimes meke it impossble to fdlow the
best practices addressed in this paper. However, where there is a dgnificant
departure from these principles of best practices, regulaiors should publish their

reasons.



The members of ICSA are as follows:

Asociation Francaise des Entreprises d' Investissement, France
Audrdian Financid Markets Association, Audrdia

The Bond Exchange of South Africa, South Africa

The Bond Market Associaion, United States

Chinese Taiwan Securities Association, Chinese Taiwan

Itdlian Association of Financial Intermediaries, Itay
Internationa Banks and Securities Association of Audrdia, Audrdia
Internationd Primary Market Association, United Kingdom
Internationa Securities Market Association, Switzerland
Investment Deders Association of Canada, Canada,

Japan Securities Dedlers Association, Japan

The Korea Securities Deders Association, Korea

London Invesment Banking Assodiation, United Kingdom
NASD, United States’

Securities Industry Association, United States

Swedish Securities Dedlers Association, Sweden

¥ NASD abstained from voti ng on this document.



