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TI's recommendations and assessments reflect the status of G20 commitments related to
transparency and accountability originally set out by the G20 in 2009, including actions taken
for and commitments made at the Toronto G20 Summit in June 2010 and progress signalled
in the G20’s July 2010 report prepared by South Korea. Select points relevant to transparency
and accountability identified by the G20 were originally published in the Progress Report on
the Economic and Financial Actions of the London, Washington and Pittsburgh G20 Summits,
Prepared during the UK Chairmanship of the G20, at St Andrews, 7 November 2009'

1 The frst two columns of this document come verbatim from the G20 Progress Report.



No.

G20 SUMMIT
COMMITMENT AS
DETAILED BY THE G20
PROGRESS REPORT

PROGRESS AND NEXT STEPS
AS DETAILED BY THE G20
PROGRESS REPORT

TRANSPARENCY INTERNATIONAL
(T1) RECOMMENDATIONS
- FEBRUARY 2010

MACROECONOMY

TRANSPARENCY INTERNATIONAL
ASSESSMENT FOLLOWING
THE TORONTO G20 SUMMIT
- AUGUST 2010

1 We commit to deliver the scale Fiscal stimulus on the necessary scale is well G20 countries should report publicly and Unmet Recommendation(s):
of sustained fscal effort necessary underway in G20 countries. In general, revenue regularly on how public funds to stimulate « Detailed public reporting by the G20 on
to restore growth. measures and social transfers have been economic growth, including infrastructure how stimulus funds have been disbursed
implemented more quickly than infrastructure project fnancing and social transfers, have and spent.
projects. Stimulus should continue to support activity been disbursed, and how benefciaries have
through 2010 in the advanced G20. Fiscal policy is spent the funds.
projected to begin tightening in emerging
G20 economies next year.
2 Our central banks have pledged Most major economy central banks have reduced Given the central importance of monetary Unmet Recommendation(s):

to maintain expansionary policies
for as long as needed and to

use the full range of monetary
policy instruments, including
unconventional instruments
consistent with price stability.

policy interest rates to close to the zero interest foor.
Some central banks have signalled that interest
rates are likely to remain low for an extended period,
while others have indicated that monetary policy
would only be tightened once the macroeconomic
environment improves and the outlook for infation
picks up.

Central banks have also used a range of
unconventional or enhanced measures, tailored

to the circumstances of their economies, to support
fnancial intermediation and improve credit fows.

policy, the G20 central banks should publicly
and regularly report on their approaches and
be subject to regular, public parliamentary
oversight.

« Although it is welcomed that the European
Central Bank reports to the public and

to European institutions -including the
European Parliament- through a monthly
bulletin, a consolidated Weekly Financial
Statement and through annual reports, there
are still not regular reports from all G20
central banks describing and explaining their
policy choices.
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We pledge to sustain our strong
policy response until a durable
recovery is secured.

We are resolved to ensure long-
term fscal sustainability and

price stability, and put in place
credible exit strategies. We task
our Finance Ministers, working
with input from the IMF and FSB,
at their November 2009 meeting to
continue developing cooperative
and coordinated exit strategies
recognising that the scale, timing,
and sequencing of this process will
vary across countries or regions
and across the type of policy
measures.

The IMF have proposed a set of principles which are
intended to establish common ground for the design
and implementation of policies during the exit from
the extraordinary support measures taken during
the crisis. The FSB has reported to G20 Ministers
and Governors on FSB members’ plans for exit from
extraordinary fnancial sector support measures, has
proposed general considerations and principles that
help guide the formulation of strategies, as well as
areas for potential co-ordination.

At St Andrews G20 Finance Ministers and Central
Bank Governors agreed the following: While we

will continue to provide support for the economy
until the recovery is secured, we also commit to
develop further our strategies for managing the
withdrawal from our extraordinary macroeconomic
and fnancial support measures. We agreed to
cooperate and coordinate, taking into account any
spillovers caused by our strategies, and consulting
and sharing information where possible. To ensure
credibility, our plans will be based on prudent
assumptions and communicated promptly and
transparently. We agreed to implement our plans
fexibly, taking full account of variations in the pace
of economic recovery and market conditions across
countries and regions, and the complex interactions
between different policy areas. The IMF and FSB
will continue to assist us in reviewing strategies and
implementation, identifying areas where coordination
is particularly important and providing assessments
of their collective impact on the global economy and
the fnancial system. We welcome the work of the
IMF and FSB to develop principles for exit.

The G20 is delegating substantial
responsibility to the Einancial Stability Board
(FSB) and the International Monetary Fund
(IMF) in the development of exit strategies.
Distribution of tasks between those two
institutions should be made publicly clear
and rationale for exit strategies publicly
communicated, in terms of what sectors or
corporations are still being helped and why.
Detailed and regular public reporting is vital to
secure public confdence in these institutions.

Unmet Recommendation(s):

« Disclosure of rationale for withdrawing
fscal stimulus.

Recommendation(s) on
new G20 pledges:

« Decisions on the reduction of defcits
and debts must be accompanied by public
disclosure explaining why some sectors
would be affected and others not, so that
conficts of interest are prevented.

Recommendations to the Group of 20, August 2010



7 Make best possible use of
investment funded by fscal
stimulus programmes towards
the goal of building a resilient,
sustainable and green recovery.

Infrastructure spending in G20 stimulus packages
amounts to 0.6-0.7 per cent of GDP in both 2009 and
2010. In some countries, infrastructure measures
are specifcally designed with a “green” component,
including by improving the energy effciency of
schools and other public facilities, promoting low
carbon emission in private buildings. A number of
countries have also launched tax-rebate programs
that support the purchase of more fuel effcient
vehicles or aim to promote biodiesel.

Fiscal stimulus packages should fund
investments by corporations or public entities
which have anti-corruption programmes?

in place and report on them, for example
according to the UN Global Compact — Tl
Reporting Guidance for companies committed
to fghting corruption.

If “green” investments are to receive specifc
fnancial support, assessment of the “green”
component that would qualify them for such
fnancial advantage, has to be made in a
transparent manner, with full disclosure of
processes for selecting technologies and
determining funding recipients, purposes

as well as MRV (monitoring, reporting and
verifcation) requirements.

Achievement(s):

« Strong language on anti-corruption,
formation of a Working Group on Corruption
to make recommendations to the G20
Summit in Seoul (November 2010).

Unmet Recommendation(s):

* Mandatory disclosure of anti-corruption
programmes by benefciaries of public funds.

« Integration of anti-corruption safeguards
into fnancial support for green investments
or mechanisms.

2 Principles and processes to design, implement and monitor sound anti-corruption programmes are
described in Tl ‘s Private Sector suite of tools at http://www.transparency.org/global_priorities/private_sector

Recommendations to the Group of 20, August 2010



We recognise that the current
crisis has a disproportionate
impact on the vulnerable in the
poorest countries and recognise
our collective responsibility to
mitigate the social impact of the
crisis to minimise long-lasting
damage to global potential.

As well as other commitments
made to support the poorest, we
call on the UN, working with other
global institutions, to establish an
effective mechanism to monitor the
impact of the crisis on the poorest
and most vulnerable.

In London and Pittsburgh, Leaders reaffrmed their
commitment to meet the Millennium Development
Goals and their respective Offcial Development
Assistance pledges.

The Global Impact and Vulnerability Alert System
(GIVAS) was set up following the London Summit to
monitor the impact of the crisis on the poorest and
most vulnerable and launched at the UN General
Assembly in September. Funding is being sought.

Leaders committed to improving access to fnancial
services for the poor, and to launch a G20 Financial
Inclusion Experts Group and a G-20 Small- and
Medium-sized Enterprise Finance Challenge - a call
to the private sector to put forward proposals for how
public fnance can maximise deployment of private
fnance on a sustainable and scalable basis. In
Pittsburgh, The G20 committed to work with the
World Bank’s Stolen Assets Recovery Program to
secure the return of stolen assets to developing
countries, and support other efforts to stem illicit
outfows. As called for by Leaders at Pittsburgh, the
World Bank has produced an initial framework for a
‘Global Agriculture and Food Security Programme’
that will support efforts to improve global nutrition
and development of, and investment in, agricultural
systems. It is looking operationalise the mechanism
by the end of the year. The $20bn pledge at L'Aquila
should be delivered over the next few months.
Discussions are taking place on how best to monitor
and report on progress.

The leading industrial nations, as members

of the G20, should take concrete steps to
enhance the prospects of success of the World
Bank’s Stolen Assets Recovery Initiative and
other international programmes in this area,

in accordance to the UN Convention against
Corruption (UNCAC). G20 governments
should fully support all legal actions aimed

at recovering stolen assets, including assets
transferred to trusts and assets owned or used
by political leaders who are still in offce.

Banks and other institutions in major
fnancial centres should undertake enhanced
due diligence (in accordance with FATF
Recommendations) on customers who are
Politically Exposed Persons (PEPs); and
fnancial institutions should publicly report on
their assets in or transactions with “offshore”
fnancial centres.

Achievement(s):

« Support of UN Convention against
Corruption (UNCAC) ratifcation, of its full

implementation and of an open, participatory
review process.

» Working Group on Anti-Corruption will work
on “preventing access by corrupt persons to
global fnancial systems, cooperation in visa
denial, extradition and asset recovery” as
committed to in the Toronto communigué.

» Support of the work of the Financial

Action Task Force (FATF) and FATF-style
regional bodies in their fght against money
laundering and a regularly updated public list
of jurisdictions with strategic defciencies, as
committed to in the Toronto communiqué.

* Encouragement of the FATF to continue
monitoring and enhancing global compliance
with international anti-money laundering and
counter-terrorism fnance standards.

Unmet Recommendation(s):

« Positive language has to be followed
by quick national and international
implementation.

* G20 governments should fully support all
legal actions aimed at recovering stolen
assets, including those assets transferred to
trusts and assets owned or used by political
leaders who are still in offce.

« Introduce laws and regulations that allow
NGOs to lodge legal complaints to assist
victims of corruption.

Recommendations to the Group of 20, August 2010



RESTORING LENDING

10

We are committed to taking all
necessary actions to restore the
normal fow of credit through

the fnancial system and ensure
the soundness of systemically
important institutions, implementing
policies in line with the agreed G20
framework for restoring lending and
repairing the fnancial sector.

Since September 2008 more than half of the

G20 governments have taken exceptional crisis
containment actions aimed at restoring market
stability, creditor confdence, and the health of the
banking system. Financial markets have improved
in recent months, but much remains to be done to
restore fnancial systems to health, and a return to
normal levels of credit intermediation will be slow
with continued need of government support in
some cases.

Economic conditions, the stability of fnancial
systems, and market-based mechanisms will
determine when and how fnancial sector policy
support will be removed.

Government support to the fnancial sector
should be fully disclosed in its principles as
well as in its detailed implementation. All
benefciaries should report on the use of
the funds received, with an itemised report
of their spending, especially when they are
not required to comply with stock exchange
disclosure requirements. All of them should
have anti-corruption programmes in place
and report on them, for example according
to the UN Global Compact — Tl Reporting
Guidance for companies committed to fghting
corruption.

TRADE FINANCE

Achievement(s):

« Support of “strong and effective
anti-bribery rules”.

Unmet Recommendation(s):

* Mandatory disclosure of anti-corruption
programmes by benefciaries of public funds.

11

We will ensure availability of at
least $250bn over the next two
years to support trade fnance
through our export credit and
investment agencies and through
the MDBs (up to $50bn from the
IFC Global Trade Liquidity Pool
(GTLP) over the next three years,
including $3-4bn in voluntary
bilateral contributions to

the IFC Pool, with signifcant co-
fnancing from the private sector).

The $250bn two-year support framework has been
effectively implemented, and is particularly focussed
on emerging markets and low-income countries,

via additional bilateral and multilateral support
programmes. Approximately $65bn has been taken-
up by banks and buyers in frst six months. All
MDBs have launched specifc initiatives or extended
existing ones on trade fnance and the GTLP has,
received commitments of more than $4bn from
donors, and $3.6bn from commercial banks. This is
in addition to a separate parallel facility, the Global
Trade Finance Programme (GTFP).

As a pre-requisite for trade fnance loans,
the Multilateral Development Banks (MDBSs)
should require benefciaries to put in place
anti-corruption programmes and report on
them, for example according to the UNGC —
Tl reporting guidance.

See item 10.
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IFI REFORM / IMF RESOURCES

14 Doubling of IMF’s concessionall Resources from the agreed sale of IMF gold, Increased IMF lending should include pre- Achievement(s):
lending capacity for low-income consistent with the IMF’'s new income model, and requisites in terms of signature, ratifcation, - Support of UNCAC ratifcation, of its full
countries (LICs) agreed in London. funds from internal and other sources will more implementation and active participation in implementatmof an open 'participatory
than double the Fund’s medium-term concessional the review mechanism of the UNCAC. The review process. '
lending capacity. benefciary government should publicly report
on the use of the loan. Technical assistance Unmet Recommendation(s):
should be provided to the benefciary * Public reporting by benefciary governments
governments by the international donor on how loans granted have been used.
community to assist these countries, as « Technical assistance in the implementation
required, to implement the provisions of the P I
UNCAC. of the UNCAC for government benefciaries
of IMF loans.
« To set an example and establish best
practice, G20 member states whose UNCAC
implementation is under review in the frst
round should commit to onsite reviews
with active civil society participation and
full publication of country reports. [The frst
round of the UNCAC review will evaluate 30
countries during the period from July 2010 to
June 2011. Argentina, France and the USA
are the G20 countries selected for the frst
round.]
16 Leaders committed, consistent The IMF Board approved a comprehensive LIC Refer to comment on point 14. See item 14.
with the new income model, support package on 23 July 2009, which includes
that additional resources from stepped-up fnancial assistance, exceptional interest
agreed sales of IMF gold will relief, higher concessionality, and the creation of
be used, together with surplus new more fexible LIC facilities that are tailored to
income, to provide $6bn additional meet LICs’ crisis needs. IMF's internal resources
concessional and fexible (including resources linked to gold sales) and
fnance for the poorest countries additional bilateral contributions will be used to help
over the next 2-3 years (IMF to fnance up to $10 billion new lending to low income
come forward with proposals by countries over the next three years and up to $17
Spring Meetings). billion through to 2014.

Recommendations to the Group of 20, August 2010



IFI REFORM / WORLD BANK RESOURCES

20

We support a substantial increase
in lending of at least $100bn by the
MDBs, including to LICs, to a total
of up to $300bn over the next three
years (by 2012) agreed.

The Multilateral Development Banks (MDBs) have all
substantially increased their lending, planning to lend
in excess of $110bn more this year in response to
the strong crisis-driven demand.

Over the past year (as of 30 September), the World
Bank Group committed over $70 billion to support
countries hit by the global crisis. Total new demands
are projected to reach over $130 billion over
[fnancial years] 2009-12.

Total MDB lending will increase to around $300bn
over the next three years.

Increased lending by the Multilateral
Development Banks (MDBs) should require
benefciaries to put in place anti-corruption
programmes and report on them as, for
example according to the UNGC — Tl reporting
guidance, and should include pre-requisites in
terms of signature, ratifcation, implementation
and active participation in the review
mechanism of the UNCAC. All disbursements
should be made public, enabling civil society
review. When necessary, technical assistance
should be provided to the benefciaries by the
international community, and more specifcally
by the G20 countries.

Achievement(s):

» Support of UNCAC ratifcation, of its full
implementation and of an open, participatory
review process.

» Support of “strong and effective anti-bribery
rules” as committed to in the G20 Toronto

communigué.

Unmet Recommendation(s):

« Technical assistance in implementation of
the UNCAC for government benefciaries of
IMF loans.

« To set an example and establish best
practice, G20 member states whose UNCAC
implementation is under review in the frst
round should commit to onsite reviews

with active civil society participation and

full publication of country reports. [The frst
round of the UNCAC review will evaluate 30
countries during the period from July 2010 to
June 2011. Argentina, France and the USA
are the G20 countries selected for the frst
round.]

 Public reporting by benefciary governments
on how loans granted have been used.

» Mandatory disclosure of anti-corruption
programmes by benefciaries of public funds.

Recommendations to the Group of 20, August 2010
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We support full and exceptional
use of MDB balance sheets, to
create further capacity for lending
to meet crisis needs agreed in
London. In Pittsburgh, Leaders
called on Finance Ministers to
consider how mechanisms such as
temporary callable and contingent
capital could be used in the future
to increase MDB lending at times
of crisis.

The MDBs have taken concrete steps to enhance
their fnancial capacity through exceptional use of
their balance sheets. For example:

« the World Bank have agreed an increase

in International Bank for Reconstruction and
Development (IBRD) loan pricing and over the next
three years;

« the European Bank for Reconstruction and
Development’s (EBRD) Board have approved a
change in the interpretation of the Bank’s statutory
gearing ratio to an operating assets basis, providing
additional headroom for operating asset growth.
Signifcant progress has been made in utilising
EBRD'’s balance sheet;

« the African Development Bank’s (AfDB) Board of
Directors approved a change to the Bank’s debt to
Usable Capital Ratio in July 2009;

« the Asian Development Bank (ADB) is making

full use of its fnancial positions to provide
countercyclical funding support to its crisis-affected
DMCs and released $400m from its prudential
minimum liquidity to the Asian Development Fund;
and

« the Inter-American Development Bank (laDB) has
increased its balance sheet by $4bn through the
innovative addition of temporary callable capital
and will increase disbursements by $2bn having
eliminated the Policy Based Borrowing Authority.
The MDBs are considering other options and
developing further proposals.

Counter-cyclical funding support provided

by the Multilateral Development Banks and
other banks to member countries, should
include pre-requisites in terms of signature,
ratifcation, implementation and active
participation in the review mechanism of the
UNCAC. The benefciary government should
publicly report on the use of the funds. When
necessary, technical assistance should be
provided to the benefciary government by the
international community, and more specifcally
by G20 countries.

See item 20.

24

IDA resources should be
frontloaded, using the existing
fexibility in the Debt Sustainability
Framework (DSF).

The World Bank has relaxed the standard
frontloading rule to allow countries to frontload up to
half of their annual allocation (instead of the regular
30 per cent) for programs or projects that respond
to the impact of the crisis, and is fast-tracking up to
$2bn of IDA15, consistent with the Bank’s existing
operational guidelines on crisis response. In addition,
the AfDB launched the AfDF Fast Track Programme,
to enhance fexibility in AfDF operations and
policies, including to allow signifcant frontloading of
resources. The ADB is allowing up to 100 per cent
frontloading in 2009 for all ADF countries.

Relaxing front-loading rules makes it crucial

to ensure adequate independent, civil society
monitoring of the use of funds, by ensuring

full transparency of these funds and full and
detailed public reporting on anti-corruption
programmes by every benefciary entity, as for
example according to the UNGC — Tl reporting
guidance. Recipients of IDA resources should
be required to ratify and actively implement the
UNCAC.

See item 20.

Recommendations to the Group of 20, August 2010
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We support actions to leverage
private capital more effectively for
the MDBs, including through use
of guarantees, bond insurance and
bridging fnance.

The MDBs have stepped up their efforts to leverage
private capital to maximize their impact, through
development of new initiatives or reinforcement of
existing ones. Some have taken specifc actions
using guarantee schemes or mitigating risks for
private lenders. Actions include:

« the World Bank has recently formed lender
coalitions, and expanded the use of guarantees,
insurance instruments and risk management
products. It is also continuing a dialogue with major
underwriters of emerging market bond issuance and
liability management experts to identify innovative
co-fnancing opportunities;

 the EBRD has made signifcant progress in
developing initiatives, such as the Joint IFI Action
Plan;

« amongst other things, the AfDB has, with the
Africa Commission, agreed to set-up an African
SME Guarantee Fund to address the constraint

to investment fnance for SMEs and for capacity
development for fnancial institutions and SMEs;

« the ADB increased its allocation for guarantees
by $2bn in 2009, including the Trade Finance
Facilitation Program and investment in several
infrastructure fnancing projects through its private
sector lending.

« the 1aDB continues to increase its non-sovereign
guaranteed portfolio.

Guarantees, insurances and bridge fnancing
provided by MDBs to the private sector should
include pre-requisites on anti-corruption
programmes, for example in line with the

UNGC — TI reporting guidance.

Achievement(s):

« Support of “strong and effective anti-bribery
rules” as committed to in the G20 Toronto

communiqué.
Unmet Recommendation(s):

* Mandatory disclosure of anti-corruption
programmes by benefciaries of public funds.

Recommendations to the Group of 20, August 2010
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Low-income IDA countries

with sustainable debt positions
and sound policies should be
given temporary access to non
concessional IBRD lending to
compensate for the loss of access
to capital markets.

To help tap the potential for commercially viable and
fscally attractive foreign exchange-earning projects
in many IDA countries, the World Bank is developing
an approach to expand the use of IBRD resources
for specifc projects in IDA countries based on the
IBRD Enclave framework.

International Development Association (IDA)

countries eligible for International Bank for
Reconstruction and Development (IBRD)
enclave loans have to have anti-corruption
legislation as provided for by the UNCAC —
with effective monitoring of implementation.
When necessary, technical assistance should
be provided to the benefciary government
by the international community, and more
specifcally by the G20 countries. Also, any
private entities being fnanced for foreign-
exchange earning projects need to put in
place and report on their anti-corruption
programmes, for example according to the

UNGC — TI reporting guidance.

Achievement(s):

» Support of UNCAC ratifcation, of its full
implementation and of an open, participatory
review process.

» Support of “strong and effective anti-bribery
rules” as committed to in the G20 Toronto

communigué.

Unmet Recommendation(s):

« Technical assistance in UNCAC
implementation for governments beneftting
from International Bank for Reconstruction
and Development (IBRD) loans.

« To set an example and establish best
practice, G20 member states whose UNCAC
implementation is under review in the frst
round should commit to onsite reviews

with active civil society participation and

full publication of country reports. [The frst
round of the UNCAC review will evaluate 30
countries during the period from July 2010 to
June 2011. Argentina, France and the USA
are the G20 countries selected for the frst
round.]

 Public reporting by benefciary governments
on how loans granted have been used.

» Mandatory disclosure of anti-corruption
programmes by benefciaries of public funds.
« Integration of anti-corruption safeguards in

the work of the International Development
Assaciation (IDA).

10
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ENERGY AND CLIMATE CHANGE

39 We will spare no effort to reach
agreement in Copenhagen through
the United Nations Framework
Convention on Climate Change
(UNFCCC) negotiations. We
welcome the work of the Finance
Ministers and direct them to

report back at their next meeting
with a range of possible options
for climate change fnancing to

be provided as a resource to

be considered in the UNFCCC
negotiations at Copenhagen. In
Pittsburgh Leaders committed to
phase out and rationalize over the
medium term ineffcient fossil fuel
subsidies while providing targeted
support for the poorest. They asked
Energy and Finance Ministers,
with support from the IFls, to
develop implementation strategies
and timeframes, reporting back at
the next Summit.

They asked the relevant institutions
to provide an analysis of the

scope of energy subsidies and
suggestions for the implementation
of this initiative by the next summit.

At St Andrews G20 Finance Ministers and Central
Bank Governors agreed the following:

We committed to take action to tackle the threat
of climate change and work towards an ambitious
outcome in Copenhagen, within the objective,
provisions and principles of the United Nations
Framework Convention on Climate Change
(UNFCCC). We discussed climate change
fnancing options and recognised the need to
increase signifcantly and urgently the scale and
predictability of fnance to implement an ambitious
international agreement. Public fnance can
leverage signifcant private investment. Increasing
the scope of carbon markets would depend on
policy frameworks of developed and developing
countries and on the depth of emission reductions
on the part of developed countries. To deliver this
fnancing, coordinated equitable, transparent and
effective institutional arrangements will be needed.
Coordination of support for country-led plans and
reporting of this support should be ensured across
all fnancing channels, multilateral, regional and
bilateral. We discussed a range of options and,
recognising that fnance will play an important role
in the delivery of the outcome at Copenhagen, we
commit to take forward further work on climate
change fnance, to defne fnancing options and
institutional arrangements.

We call on the IEA, OPEC, OECD and World

Bank to produce a joint report for our next meeting
on energy subsidies, and working with our

Energy Ministers, we will prepare at that meeting
implementation strategies and timeframes, based
on our national circumstances, for rationalising

and phasing out ineffcient fossil fuel subsidies that
encourage wasteful consumption, and for providing
targeted assistance programmes.

All programmes for mitigation and adaptation
to climate change funded publicly or privately
should include safeguards that address
corruption risks. Government-fnanced
assistance programmes in this newly identifed
priority area should include a transparent
selection process for the technologies
selected, including full disclosure of the
rationale for the choice. The measurement of
project impacts should be published. Carbon
markets need effective, transparent regulatory
bodies and adequate measuring of individual
projects should be carried out. Such bodies
must be subject to public oversight and
inspection and be fully transparent in their
operations.

Unmet Recommendation(s):

« Integration of anti-corruption safeguards
into fnancial support for green investments
or mechanisms.

12
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FINANCIAL REGULATION

41

We agreed to the establishment
of a new Financial Stability Board
(FSB) as a successor to the
Financial Stability Forum (FSF).

The Financial Stability Board have provided G20
Finance Ministers and Central Bank Governors with
a progress report describing the measures that have
been taken and other progress made to date to
implement G20 Leaders’ commitments and relevant
FSF and FSB recommendations. More detail is set
out below.

13

Various institutions have been tasked by

the G20 to correct the lack of integrity,
accountability and transparency identifed

by the group as a root cause of the crisis,

yet the work of these institutions requires
transparency. The distribution of tasks
between the Financial Stability Board (FSB),
the IMF, the World Bank, the Basel Committee
on Banking Supervision and the International
Organization of Securities Commissions
(I0SCO) should be clearly communicated

to the public. At a cross-border level, this
should apply to risk management of the
overall fnancial system for the setting of
international standards or the Early Warning
Exercises. At country level, this should apply
to Financial Sector Assessments and Reports
on the Observance of Standards, and at

a corporate level there is also a need for
transparency on the formation and oversight of
the supervisory colleges of large and complex
fnancial institutions. All policy or improvement
recommendations should be made public

at those three levels in order to enable civil
society review.

Achievement(s):

» Under the Einancial Stability Board
Framework for Strengthening Adherence

to International Standards, FSB member
jurisdictions have committed to participate

in thematic and country peer reviews and to
publish the results of these assessments.
The frst thematic peer review on compensation
was completed and a report published in
March 2010. The second thematic peer
review on risk disclosure is to be completed
by January 2011. The third thematic peer
review will survey existing practices in mortgage
origination. Single-country reviews follow up
mainly on recommendations relating to fnancial
regulation or supervision arising from a
recent IMF-WB Einancial Sector Assessment
Programme (FSAP) of the country. Therefore
Italy, Mexico and Spain will each undergo a
country review in 2010. The one for Mexico
is expected to be completed in July 2010

and has not yet been published on the FSB
website.

Unmet Recommendation(s):

* The thematic peer review reports tend to focus
on international standards and do not provide
a comprehensive view of domestic implementation.

* The G20 has not announced any plans to
make public the fndings of Early Warning
Exercises, although these exercises address
general macro-economic risks and probably
would not have a substantive impact on
capital markets — contrary to what detractors
have claimed. Despite the welcome
publication of nearly all results of the stress
tests for 91 important EU banks, six German
fnancial institutions have so far refused to
publish their results and the test has been
criticised for rather lax assessment criteria.

« “Substantial progress” is mentioned in the
G20 Toronto communigué regarding the
development of supervisory colleges for
major, complex fnancial institutions, but there
are no details regarding which institutions
have already established supervisory colleges,
how those have been constituted and whether
they will publicly report on their activities.

Recommendations to the Group of 20, August 2010
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43

FSB members have committed
to pursue the maintenance of
fnancial stability, enhance the
openness and transparency of
the fnancial sector, implement
international fnancial standards
and agree to undergo periodic
peer reviews, using among other
evidence IMF / World Bank FSAP
(Financial Sector Assessment
Program) reports. The FSB will
elaborate and report on these
commitments and the evaluation
process.

The FSB should collaborate with
the IMF to conduct early warning
exercises (EWE) to identify and
report to the IMFC and the G20
Finance Ministers and Central
Bank Governors on the build up of
macroeconomic and fnancial risks
and the actions needed to address
them.

The FSB will put in place a framework to strengthen
adherence to international regulatory and prudential
standards by the end of 2009. The FSB reported on
the development of this framework at the November
2009 meeting of G20 Finance Ministers and Central
Bank Governors. As part of this framework, work is
progressing on the development of a mechanism
for peer reviews of FSB members. Peer reviews
will take the form of both single-country and
thematic reviews, where single-country reviews

will examine the adherence to standards and other
regulatory initiatives and progress in addressing
shortcomings, and thematic reviews will focus

on the implementation and effectiveness of FSB
policy recommendations or G20 action items or of a
specifc standard across all FSB member countries.
Single-country peer reviews will start by end-2009,
with a thematic peer review on the implementation
of FSB compensation principles to be completed by
March 2010.

Thematic and country reviews will move forward in
parallel, and in the near term particular emphasis
will be put on thematic reviews, refecting the
importance of implementing new standards
consistently across the membership.

There is currently some confusion on
technical fnancial regulatory reforms
between the roles of the ESB and the Basel
Committee on Banking Supervision which
issued a detailed set of reform proposals on
December 17, 2009. Clarity about the roles
and responsibilities of these two authorities
is essential for public confdence and good
governance.

A precise schedule should be released

for single-country reviews on adherence

to international regulatory and prudential
standards and other regulatory initiatives.
Review reports should be systematically
published and include recommendations
for concrete action plans in order to ensure
country compliance.

INTERNATIONAL COOPERATION

The initial, “dry run” Early Warning Exercise (EWE)
was presented to the International Monetary and
Financial Committee (IMFC) meeting in Washington
on 25 April 2009. The next iteration of the EWE was
presented to the IMFC meeting in October.

Findings of Early Warning Exercises should
lead to public policy recommendations, so that

pressure for swift and appropriate reform can
be exercised.

Unmet Recommendation(s):

« A precise schedule for single-country
reviews on adherence to international
regulatory and prudential standards and
other regulatory initiatives.

« Publication of single-country review reports
with recommendations for concrete action
plans in order to ensure country compliance.

Unmet Recommendation(s):

* The G20 has not announced any plans to
make public the fndings of Early Warning
Exercises, although these exercises address
general macro-economic risks and probably
would not have a substantive impact on
capital markets — contrary to what detractors
have claimed.
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Implement immediately the FSF
principles for crossborder crisis
management and that systemically
important fnancial frms should
develop internationally consistent
frm-specifc contingency and
resolution plans. National
authorities should establish crisis
management groups for the major
cross-border frms and a legal
framework for crisis intervention,
as well as improve information
sharing in times of stress. Develop
resolution tools and frameworks
for the effective resolution of
fnancial groups to help mitigate
the disruption of fnancial institution
failures and reduce moral hazard
in the future.

The FSB has developed a work programme to
propose by the end of October 2010 possible
approaches to address the “too big to fail” problems
associated with systemically important fnancial
institutions. The FSB will be engaged in three
approaches as follows, while drawing on and
monitoring the work which is already underway in
member bodies as well as work done by domestic
authorities which directly contributes to addressing
the “too big to fail” issue:

» Reducing probability and impact of failure. This
approach will examine the various supervisory

and regulatory approaches to dealing with
systemically important fnancial institution, including
requirements relating to specifc funding and capital
arrangements, legal and operational structures;
 Improving resolution capacity. This approach

will consider policies to improve the capacity to
undertake an orderly resolution of a failing frm and
examine the effectiveness of efforts to improve ex
ante crisis preparedness, contingency planning,
cooperation and information exchange among
relevant authorities; and

« Strengthening the core fnancial infrastructures and
markets. This approach will consider improvements
to infrastructures and measures to reduce contagion
risks. Regarding implementation of the FSF
Principles for Cross-border Cooperation on Crisis
Management, schedules for frm-specifc cross-
border contingency planning discussions have been
set out and will take place in 2009 and frst half of
2010. The FSB Cross-border Crisis Management
Working Group is preparing a list of the main
elements to be included in contingency planning
discussions. Planning will cover contingency funding
and derisking

- potential actions to scale down activities or sell
non-core business lines with a view to ensuring

the continuity of critical fnancial services, as well

as actions to achieve an orderly resolution or
wind-down by the authorities, should de-risking
measures not be feasible, fail or prove insuffcient
to preserve the frm as a going concern. At St
Andrews G20 Finance Ministers and Central Bank
Governors agreed the following: We call for the
rapid development of internationally consistent, frm-
specifc recovery and resolution plans and tools by
end-2010.

The plans and tools to be developed by
end-2010 to address “too big to fail”
problems should include a concrete and
detailed timeline, which should also be
published, to ensure reasonably fast
implementation.

Achievement(s):

* The ESB is tasked with developing
concrete policy recommendations to
effectively address and resolve problems
associated with systemically important
fnancial institutions in time for the Seoul
Summit. The FSB report will have to be
followed by swift and concrete actions.
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Establishment of the remaining
supervisory colleges for signifcant
cross-border frms by June 2009.

Supervisory colleges have now been established

for more than thirty large complex fnancial institutions
identifed by the FSB as needing college arrangements.
These colleges will continue to meet on an ongoing basis.

Over the summer, the FSB, BCBS and International
Association of Insurance Supervisors (IAIS) carried out a
comprehensive stocktaking of college arrangements
and practices in the banking sector and insurance sector.

The main fndings of these surveys were reported to
the G20 at the Pittsburgh Summit. The BCBS is working
to develop a baseline set of principles along with
good practice guidelines to assist the effcient operation
of colleges and sharing of information. The principles
and guidelines will be completed in the frst quarter
of 2010. In October 2009, the IAIS adopted a
supervisory guidance on the use of supervisory colleges.

In June IOSCO launched a Supervisory Cooperation
Task Force, which will develop principles for cooperation
in the supervision and oversight of cross-border
securities market participants. This Task Force will
produce its fnal report for the Technical Committee
early in 2010.

The FSB will review whether there is any merit in
having a broad set of principles setting out good
practices in the operation of colleges and information
sharing that would apply on a cross-sector basis.

Supervisory colleges established for the large
complex fnancial institutions should publicly
and regularly report on their risk assessment
and improvement recommendations. Their
composition should be fully disclosed and their
members vetted for any confict of interest.

Achievement(s):

» The Basel Committee on Banking
Supervision (BCBS) released a consultative

document on good practices for supervisory
colleges, outlining expectations in relation
to college objectives, governance,
communication and information-sharing.

Unmet Recommendation(s):

 Concrete information on which institutions
have already established supervisory
colleges, how those have been constituted
and whether they will publicly report on their
activities.

46

Support continued efforts by

the IMF, FSB, World Bank, and
BCBS to develop an international
framework for cross-border bank
resolution arrangements.

Progress is being made in the two major international
initiatives now underway on bank resolution frameworks,
namely the Cross-Border Bank Resolution Group
(CBRG) of the BCBS and the initiative by the IMF and the
World Bank on the legal, institutional and regulatory
framework for national bank insolvency regimes. In
September, the CBRG published for consultation a
report, which includes recommendations for authorities
on effective crisis management and resolution
processes for large cross-border institutions. The IMF
is producing papers on a Framework for the Cross-
Border Resolution of Insolvent Financial Institutions.
The frst paper will examine key legal and policy
issues, and will be completed by end-2009. Following
Executive Board discussion, a second paper will set out
recommendations for the resolution of these issues,
which is scheduled for completion in the spring of 2010.

The FSB work programme on reducing moral
hazard posed by systemically important fnancial
institutions (Action 44) will include amongst its work
the consideration of policies to undertake an orderly
resolution of a failing frm.

Strengthened international judicial
cooperation, as provided for by the UNCAC
art. 38 should be part of the framework for
addressing large international insolvencies,
given the potential for malpractice and
fnancial crime associated with extreme
situations.

Achievement(s):

» Commitment to effective cooperation and
information-exchange among jurisdictions in
the event that a cross-border institution fails
to prevent market failure.

Unmet Recommendation(s):

« Commitment to judicial cooperation to
prevent malpractice in the event of large
international insolvencies.
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PRUDENTIAL REGULATION

48

Prudential regulatory standards
should be strengthened once
recovery is assured. The national
implementation of higher level and
better quality capital requirements,
counter-cyclical capital buffers,
higher capital requirements for
risky products and off balance
sheet activities, as elements of the
Basel Il capital framework, together
with strengthened liquidity risk
requirements and forward-looking
provisioning, will reduce incentives
for banks to take excessive risks
and create a fnancial system
better prepared to withstand
adverse shocks.

Leaders have committed to
developing by end-2010
internationally agreed rules to
improve both the quantity and
quality of bank capital and to
discourage excessive leverage.
These rules will be phased in as
fnancial conditions improve and
economic recovery is assured,
with the aim of implementation
by end-2012.

In Pittsburgh Leaders welcomed the key measures
agreed on 7 September 2009 by the Group of
Central Bank Governors and Heads of Supervision,
the oversight body of the BCBS, to strengthen the
supervision and regulation of the banking sector.
These include:

» Raise the quality, consistency and transparency of
the Tier 1 capital base.

« Introduce a leverage ratio as a supplementary
measure to the Basel |l risk-based framework with
a view to migrating to a Pillar 1 treatment based on
appropriate review and calibration.

* Introduce a minimum global standard for funding
liquidity that includes a stressed liquidity coverage
ratio requirement, underpinned by a longer-term
structural liquidity ratio.

« Introduce a framework for countercyclical capital
buffers above the minimum requirement.

The Committee also agreed to assess the need for
a capital surcharge to mitigate the risk of systemic
banks.

The BCBS will issue concrete proposals on these
measures by the end of this year. At its October
meeting, the BCBS agreed the framework and
timeline for undertaking a quantitative impact study
and the calibration of the overall capital level by
end 2010. The impact assessment will look at the
cumulative effect of all the reforms and how they
interact. Appropriate implementation standards will
be developed to ensure a phase-in of these new
measures that does not impede the recovery of
the real economy. Government injections will be
grandfathered.

Strengthened regulatory capital ratio
standards should be implemented swiftly,
with clear timelines and milestones over the
next two years, since excessive leverage has
been widely recognised as one of the driving
elements of the fnancial meltdown.

In addition, banks should report, at a minimum
on an annual basis, to their shareholders (and
to the public) on the continuing measures
they are adopting to strengthen both risk
management at the executive level and board

governance of all aspects of risk management.

Achievement(s):

* The G20 has committed to developing,
by the end of 2010, internationally agreed
rules to improve the quantity and quality of
bank capital and to discourage excessive
leverage.

« It has also committed to introducing a

leverage ratio as a supplementary measure
to the Basel Il risk-based framework.

Unmet Recommendation(s):

« Implementation of a leverage ratio in the
Basel |l risk-based framework by all G20
countries.

* Mandatory bank reporting, at a minimum
on an annual basis, to shareholders (and the
broader public) on the ongoing measures
they have adopted to strengthen both risk
management at the executive level and
board governance of all aspects of risk
management.
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60 Financial institutions should National authorities have taken, and are continuing The global fnancial crisis was in part the Achievement(s):

provide enhanced risk disclosures to take, steps to encourage frms to provide product of the failure of regulators and « The G20 pledged to agree on a single set

in their reporting and disclose disclosures consistent with international best international accounting standard setters to of global accounting standards by the end of

all losses on an ongoing basis, practice developed by the Senior Supervisors Group provide fscal clarity. Lack of transparency, 2011.

consistent with international best and the FSB, as appropriate. Firms have continued inadequate accounting rules and auditing

practice, as appropriate. to enhance their risk disclosures in their published confusion allowed frms to hide losses Unmet Recommendation(s):

annual reports. and misprice assets. Tl calls on these « Increased oversight of auditing and fnancial
standards setters to putin place a single, services frms to ensure the public reporting
understandable, set of international standards of accurate and fully comprehensive data,
for asset valuation in fnancial services frms including “off-balance sheet” items.
(including insurance, hedge fund, private
equity and banking frms). Tl also calls on
national regulators to take all essential actions
both with regard to the oversight of auditing
frms and fnancial services frms to ensure
the public reporting of accurate and fully
comprehensive data. By comprehensive data
Tl means formerly “off-balance” sheet items
should also be fully reported.
61 The appropriate bodies should The Joint Forum is analysing regulatory gaps in The FSB should publish an annual, Achievement(s):

review the differentiated nature of
regulation in the banking, securities
and insurance sectors and provide
a report outlining the issue and
making recommendations on
needed improvements.

order to help to ensure that the scope and the
nature of fnancial regulation are appropriate. It has
fve key areas of focus: differences in the nature of
fnancial regulation; consolidation and group-wide
supervision; hedge funds; consistent underwriting
standards for mortgage products; and risk transfer
products. The draft report, which presents views on
possible ways to address the identifed issues and
gaps in each of these focus areas, will be discussed
at the Joint Forum meeting on 9-10 November 2009
and, by end 2009, the fnal version submitted to the
FSB and subsequently published.

For the insurance sector, the International
Association of Insurance Supervisors (IAIS) is
currently developing a guidance paper on the
treatment of non-regulated entities. The IAIS is

also researching the design and practicality of a
common assessment framework for insurance

group supervision. Finally, the IAIS is currently
preparing a new Roadmap for standard setting within
the framework for insurance supervision setting

the policy framework and priorities for 2010-11.

A number of initiatives are also underway at the
national level to review the adequacy of domestic
regulation and fll identifed regulatory gaps, including
as part of broader fnancial sector reform proposals.

comprehensive report on improvements
needed for enhanced transparency and
disclosure in banking, securities and insurance
regulations for the G20 countries.

* In September 2009, the FSB published a
report on Improving Financial Regulation.

Unmet Recommendation(s):

* The above mentioned report tends to focus
on international standards and does not
provide a comprehensive view of domestic
implementation.
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SCOPE OF REGULATION

66 Hedge funds or their managers Legislation to establish registration, reporting There is a potential for hedge funds and non- Achievement(s):

will be registered and will be and oversight arrangements for hedge funds is banking institutions not subject to banking « Transparency and regulatory oversight
required to disclose appropriate advancing in major jurisdictions. Dialogue among supervision, to operate in ways that could of hedge funds should be improved “in
information on an ongoing basis key jurisdictions is continuing, bilaterally and through pose systemic risks to the international an internationally consistent and non-
to supervisors or regulators, the FSB and IOSCO, to achieve an appropriate fnancial system. National government discriminatory way” (as committed to in the
including on leverage, necessary level of consistency across national and regional authorities responsible for the supervision Toronto communiqué).
for assessment of the systemic initiatives and avoid regulatory arbitrage. of securities markets should strengthen -oronfo communique
risks they pose individually or I0SCO's publication in June 2009 of a set of six monitoring of the operations of institutional Unmet Recommendation(s):
COII'eCtiV'er' Where appropriate high-level principles for the regulation of hedge participants in those markets that either by « Concrete and more rigorous regulation of
registration should be subject to a funds marked an important step towards achieving a virtue of their sheer portfolio size, or through hedge funds that are the recipients of funds
minimum size. They will be subject comprehensive and coherent international response their ability to use very high levels of leverage, or services from banks in G20 countries, or
to oversight to ensure that they to the potential risks posed by hedge funds. could pose a systemic threat. More clarity is which operate in G20 countries, including
have adequate risk management. To further facilitate global coordination on hedge needed in the distribution of tasks between the obligation to publish a rationale for
We er\]sk 'the FfSB to deveI?p . fund regulation, IOSCO plans to monitor the tf}eSFSB_a_nd g1e Int_ern‘ation(a(ljgrcgg?izgtiﬁn registering offshore where applicable.
mechanisms Tor cooperation an rogress in domestic regulation of the hedge fund of Securities Commissions (| - Either .
information sharing between gec?or and review how t%ey align with the I%SCO one should annually report on the G20 : Enfo_rcrﬁme{?tt_ of refgéjlzaélon th;qugh the bank
relevant authorities in order to principles. IOSCO's Task Force on Unregulated countries’ progress in implementing sound oversight entities o countries.
ensure effective oversight is Entities has drafted an initial report on whether risk-preventing regulation of hedge funds and * Regular report on progress made in the
maintained when a fund is located national regulatory regimes for hedge funds comply enhancing transparency in critical areas of national_ implemen_tation of sound risk-
in a different jurisdiction from the with those principles, and will produce a further securities transactions. prevention regulation of _hedg(_a funds and
manager. We will, cooperating report next year to take into account current changes Hedge funds registered in offshore centres enhar_u?ed transpa_rency in critical areas of
through the FSB, develop in hedge funds regulation at the national and that raise capital or trade in G20 countries securities transactions.
measures that implement these regional levels. should also be required to publicly disclose
Eglrl](c::r?I?rfebgstgetc??gpcgrtZSJO?HeV\r/lzxt In addition, the Task Force has undertaken an the rationale for registering offshore.
meeting of Finance Ministers and initial examination of the ade_quacy of best_ practice
Central Bank Governors. standgr_ds developed b)_/ the |ndystry, andhls

examining the types of information that might be

required to assess systemic risks and fnancial

stability concerns associated with hedge funds. It

will provide a fnal report on both issues in the frst

quarter of 2010.
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TRANSPARENT ASSESSMENT OF REGULATORY REGIMES

71

All G20 members should commit
to undertake a Financial Sector
Assessment Program (FSAP)
report and support the transparent
assessment of countries’ national
regulatory systems.

All FSB members have undertaken or are about to
undertake a review of adherence to international
regulatory and supervisory standards through FSAPs
and Reports on the Observance of Standards and
Codes (ROSC).

Financial Sector Assessment Program and
Reports on the Observance of Standards and
Codes (a joint programme of the IMF and
World Bank) should be published by all G20
governments for their own countries, in 2010.

Unmet Recommendation(s):

¢ Publication of Financial Sector Assessment
Program and Reports on the Observance of
Standards and Codes (a joint programme

of the IMF and World Bank) for all G20
countries.
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COMPENSATION

72

In London Leaders endorsed

the Principles on pay and
compensation in signifcant
fnancial institutions developed by
the FSF.

The Pittsburgh Summit endorsed
the Implementation Standards for
the FSB’s Principles and called
upon frms to implement these
sound compensation practices
immediately. Leaders tasked the
FSB to monitor the implementation
of the FSB standards and propose
additional measures as required by
March 2010.

A number of countries have taken or announced
action to implement the Implementation Standards
for the FSB Principles for Sound Compensation
Practices issued and endorsed at Pittsburgh.

To support full and consistent implementation

across jurisdictions of the FSB Principles and
Implementation Standards, the BCBS launched in
October 2009 two initiatives:

* A network of senior supervisors has been set

up to discuss issues and share experience in the
implementation of the FSB Principles and Standards.
* An assessment methodology for the FSB
Principles and Standards has been developed to
guide supervisors in reviewing individual frms’
compensation practices and assessing frms’
compliance. The methodology was presented

to the G20 Finance Ministers and Governors

at their November meeting and will serve as a

tool to support the thematic FSB peer review of
compensation, which will be completed by early
2010. The review will assess actions taken by frms
and authorities and propose additional measures as
required.

A survey on the implementation of the FSB principles
was conducted in July-August 2009 by the BCBS

in coordination with the FSB, as a basis for more
detailed work on actual bank and supervisory
practices.

As part of its ongoing work on enhancing its
Principles for Periodic Disclosure by Listed Entities
IOSCO is looking at how disclosure around the
compensation decision making process and
important design characteristics of the compensation
system can be refected in the Principles. This work
is expected to be completed in early 2010. The IAIS
is developing supervisory standards on remuneration
based on the FSB Principles and taking into account
the specifc character of the insurance industry.

All fnancial services frms listed on stock
exchanges in G20 countries should, at a
minimum, ensure full implementation of ESB_
compensation standards and publicly report
on it. The G20 should consider establishing
a special working group to review actual
levels of compensation in this sector — an
area not covered by the FSB. Actual levels
can become so enormous that they become
a source of corruption linked to greed. Vast
payments, even in deferred stock option form,
are inevitably an incentive to risk-taking that
may not be consistent with the establishment
of a safe and sound fnancial system. Tl
underscores that levels of banking pay should
not be ignored by the G20 and that ethical
standards and a culture of integrity should be
respected in all sectors of society, including
the fnancial sector.

Achievement(s):

* The G20 has pledged full implementation
of the FSB principles and standards on
compensation, with completion encouraged
by the end of 2010, as per the G20 Toronto
communiqué.

« Further to this, the FSB should undertake
ongoing monitoring in this area and conduct
a second thorough peer review in the second
quarter of 2011.
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74 Supervisors should have the A number of countries have taken or announced Refer to comment on point 72. See item 72.

responsibility to review frms’ action to implement the Implementation Standards
compensation policies and for the FSB Principles for Sound Compensation
structures with institutional and Practices issued and endorsed at Pittsburgh. A
systemic risk in mind and, if number of supervisory actions have also been taken
necessary to offset additional risks, to assess compliance by the industry with the FSB
apply corrective measures, such Principles, through requests for selfassessment,
as higher capital requirements, to assessments by the supervisors themselves, or
those frms that fail to implement both. See also Actions 72 and 73.
sound compensation policies and
practices.
Supervisors should have the
ability to modify compensation
structures in the case of frms that
fail or require extraordinary public
intervention.
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Global Forum on Transparency
and the Exchange of Information,
including the participation of
developing countries, and
welcome the agreement to deliver
an effective program of peer
review. The main focus of the
Forum'’s work will be to improve
tax transparency and exchange
of information so that countries
can fully enforce their tax laws to
protect their tax base. We stand
ready to use countermeasures
against tax havens from March
2010.

for countermeasures. The G20 Chair received on
30 October a report from the OECD on progress in
taking forward the G20 agenda on tax transparency
and effective exchange of information, including
countermeasures taken by countries to protect their
tax bases.

At St Andrews G20 Finance Ministers and Central
Bank Governors agreed the following: We welcome
progress by the Global Forum on tax transparency
and exchange of information, and the possible use of
a multilateral instrument.

76 We call on countries to adopt Unprecedented progress has been made since Exchange of information should also cover Achievement(s):
_the inter_national standard for the N_ov_ember 2008 G20 Summit. All of the 87 corruption or stolen asset recovery cases. « Commitment to cooperation in asset
mformatl_on exchange endorseq by Jurlsdlctlon_s covered by the Global F’orum have recovery and support of UNCAC ratifcation,
the G20 in 2004 and refected in now committed to the Global Forum’s standards of full implementation and an open. open, participatory
the UN Model Tax Convention. tax information exchange and transparency, with - '
. o review process.
more than half having substantially implemented
them; major fnancial centres both within and * The Global Forum on Transparency and
outside of the OECD area which had strict bank Exchange of Information has launched a
secrecy rules or other impediments to achieving peer review process to monitor the effective
an effective exchange of information are in the implementation of signed agreements on
process of removing these impediments; and since exchange of information. A frst group of
April more than 100 Tax Information Exchange 18 jurisdictions is under examination and
Agreements have been signed and over 60 tax the frst results should be published in
treaties negotiated or renegotiated to incorporate the September 2010.
standards — a larger number than the total for the Unmet Recommendation(s):
previous 10 years. . .
» Exchange of information should cover all
corruption cases.
77 We welcome the expansion of the Individual countries have been considering options Refer to comment on point 75. See item 75.
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CREDIT RATING AGENCIES

91

We have agreed that for all

credit rating agencies whose
ratings are used for regulatory
purposes, should be subject to
a regulatory oversight regime,
including registration, consistent
with the IOSCO Code of Conduct

fundamentals, by the end of 2009.

National and regulatory initiatives are ongoing
to strengthen oversight of credit rating agencies
(CRAS), in line with the London Summit
recommendation to establish CRA regulatory
oversight regime by end-2009.

IOSCO published in March 2009 a report assessing
the degree to which credit rating agencies (CRAS)
have adopted codes of conduct that refect the
updated provisions of the IOSCO Code of Conduct
Fundamentals for Credit Rating Agencies (CRAS).
The report found that a larger proportion of the
CRAs reviewed had taken steps to incorporate the
provisions of the IOSCO CRA Code into their codes
of conduct than when they were previously surveyed
for IOSCO’s frst implementation review in 2007.

The G20 should Introduce coordinated
measures to prevent conficts of interest
among credit rating agencies, auditing frms,
fnancial frms. Comprehensive cross-border
regulations that mandate stronger corporate
governance in fnancial services frms, with
particular reference to all aspects of risk
management, greater accountability of boards
of directors, and the disclosure of fnancial
products offered by frms to their clients need
to be established.

Achievement(s):

« Commitment to “strengthen fnancial
market infrastructure by accelerating

the implementation of strong measures

to improve transparency and regulatory
oversight of (...) credit rating agencies (...)
in an internationally consistent and non-
discriminatory way.” Credit rating agencies
should increase transparency, improve
quality of disclosed information and avoid
conficts of interest. National supervisors
should also continue to focus on these issues
in conducting their oversight.

Unmet Recommendation(s):

« Introduce coordinated measures to prevent
conficts of interest by credit rating agencies,
as well as auditing and fnancial frms.

« Establish comprehensive cross-border
regulations that mandate stronger corporate
governance in fnancial services frms, with
particular reference to all aspects of risk
management, greater accountability of
boards of directors, and the enhanced
disclosure of fnancial products offered by
frms to their clients.
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