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PREAMBLE 

Whereas the Heads of State and Govemment of the Group of Twenty called at the 
2011 Cannes Summh on the Financial Stability Board ("FSB") to take the lead in helping 
coordinate work among the regulatory community to prepare recommendations for the 
appropriate govemance framework, representing the public interest, for a global Legal Entity 
Identifier ("LEI") in the form of a reference code to uniquely identify legally distinct entities 
that engage in financial transactions; 

Whereas the Heads of State and Govemment of the Group of Twenty endorsed at the 
2012 Los Cabos Summit the FSB recommendations regarding the framework for 
development of a Global LEI System ("GLEIS") for parties to financial transactions, with a 
global govemance framework representing the public interest; 

Whereas the Finance Ministers and Central Bank Govemors of the Group of Twenty 
and the FSB have recognised the need to develop and maintain for the broad public good a 
GLEIS that is to be used: (a) by authorities of any jurisdiction or financial sector to assess 
systemic risk and maintain financial stability, conduct market surveillance and enforcement, 
supervise market participants, conduct resolution activities, prepare high quality financial 
data, and to undertake other official functions; and (b) by the private sector to support 
improved risk management, increased operational efficiency, more accurate caiculation of 
exposures, and other needs; 

Whereas, according to the Charter of the Regulatory Oversight Committee ("ROC"), 
the GLEIS shall be composed ofthe ROC together with an operational component, consisting 
ofthe Global LEI Foundation ("GLEIF") operatmg the Cenfral Operating Unit ("COU"), and 
federated Local Operating Units ("LOUs") providing registration and other Services; 

Whereas the ROC's mission is to uphold the govemance principles of and to oversee 
the GLEIS, in the broad public interest, in accordance with: (a) fhe GLEIS High Level 
Principles and the ROC Charter as well as (b) any additional principles adopted by the ROC 
to serve the public interest in the GLEIS and (c) any amendment to the provisions ofthe ROC 
Charter; in furtherance of this mission, the ROC is to take action to protect the public interest 
through regulatory oversight of the GLEIS; 

Whereas, under the supervision of the ROC, the GLEIF operating the COU wiU 
constitute the contracting and operational body of the GLEIS; it wül support the application 
around the world of uniform operational Standards and protocols set by the ROC and support 
the maintenance of a 'logically' centralised database of identifiers and corresponding reference 
data; 

Whereas the FSB, an association under Swiss law, acting as the Founder of the 
GLEIF, hereby resolves the Constitution of the GLEIF and adopts its Statutes as follows: 
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I. NAME, DURATION AND SEAT 

Article 1 Name and Duration 

A foundation within the meaning of Articles 80 et seq. of the Swiss Civil Code, named 
"Global Legal Entity Identifier Foundation" (the "GLEIF" or "Foundation"), is hereby 
created by the Financial Stability Board (the "Founder"). 

The Foundation is created for an unlimited period of time. 

Article 2 Seat 

The seat ofthe Foundation is Basel-Stadt, Swhzerland. 

The Foundation shall be registered in the Registry of commerce of the Canton of Basel Stadt 
and placed under the supervision of the Swiss Supervisory Board of Foundations (the 
"Supervisory Authority"), 

IL PURPOSE, MEANS AND TRANSPARENCY 

Article 3 Purpose 

The Foundation has no profit motive. 

The Foundation's purpose is to act as the operational arm of a global Legal Entity Identifier 
System, and thereby support on a not-for-profit basis the implementation of a global Legal 
Entity Identifier ("LEI") in the form of a reference code to identify uniquely legally distinct 
entities that engage in financial transactions, The Foundation shall thereby contribute to and 
facilitate many fmancial stability objectives, including: improved risk management; better 
assessment of micro and macroprudential risks; facilitation of orderly resolution; containing 
market abuse and curbing financial fraud; higher overaU quality and accuracy of financial 
data; as well as meeting purposes set out in the Charter of the Regulatory Oversight 
Committee ("ROC Charter") of November 5, 2012 (see annex 1.) and the G20 endorsed 
Financial Stability Board report on June 8, 2012 "A Global Legal Entity Identifier for 
Financial Markets" (see annex 2). 

Article 4 Implementation of the purpose 

In pursuing its purpose, the Foundation shaU ensure that the govemance principles of the 
global LEI System ("GLEIS") (the global LEI system High Level Principles (see annex 3), 
the Financial Stability Board Recommendations (Annex 2) and the ROC Charter (Annex 1))), 
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are upheld, under the regulatory oversight of the ROC, in the broad public mterest to the 
extent permitted under Swiss law. 

Article 5 Means 

•The Foundation may carry out all such lawful activities as shall fiirther the attainment of the 
purpose of the Foundation, such as in particular: 

support the application of uniform global operational Standards and protocols 
set by the ROC in the GLEIS; 

support the maintenance of a centrahsed database of identifiers and 
corresponding reference data; 

draft protocols and methods for how LOUs can connect to the COU, including 
the necessary support of the local Systems; 

oversee the adherence of LOUs to the globally agreed Standards as endorsed by 
the ROC; 

identify and secure funding including setting the fees to be paid by the LOUs 
as a contribution to the financing of the GLEIF in accordance with the 
govemance principles of the GLEIS defined in Article 3; 

provide recommendations to the ROC; and 

• any other activities necessary to attain the purposes of the Foundation as 
described .in these Statutes. 

Article 6 Transparency 

The GLEIF must ensure the application of uniform global operational Standards and protocols 
that deliver global uniqueness pf the LEI, seamless access to the global LEI and to high 
quality reference data for users. 

The Foundation should operate with a high degree of transparency and pubhsh all relevant 
information in line with the govemance principles of the GLEIS and general policies as 
approved by the ROC, in accordance with Article 2 b) (3) of the ROC Charter. 

The Foundation shall, in particular, make publicly available the following items: 

all govemance materials including bylaws and Board Member information and 
Board selection processes; 

• all proposed and adopted annual budgets and aimual accounts; 
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• all criteria and decisions relating to the recognition or de-recognition of LOUs; 

• a conflicts of interest policy; and 

all audit results. 

The Foundation shall make arrangements to provide access, as necessary, to restricted data 
through well-defined access controls and data sharing protocols. 

IIL INITIAL CAPITAL, ASSETS, SUSTAINABLE FUNDING, LIMITATIONS 
AND ACCOUNTS 

Article 7 Initial capital 

The Founder allocates to the Foundation mitial funds of CHF SO'OOO. 

Article 8 Assets 

The Formdation's initial capital may be increased at any time by further contributions of the 
Founder or other third parties as shall be approved by the Board. Contiibutions of fhird 
parties, whether potential or actual, shall not convey any additional rights to the contributors. 

The Foundation may own tangible or intangible assets, includüig intellectual property rights, 
(encompassing all and any rights defined in Article 2 (viii) of the Convention Establishing the 
World hitellectual Property Organization; signed at Stockholm on July 14, 1967). Intellectual 
property rights should be held for the public benefit and consistent with the attainment of the 
purposes of the Foundation as well as the GLEIS prmciples. The Foundation shall have fhe 
exciusive ownership of all those intellectual property rights and the enjoyment and use of 
those intellectual property rights shall accrue to the benefit of the Foundation. In order to 
attain the purposes of the Foundation, the Foundation is entitled to grant to LOUs royalty-fiee 
licenses or, i f deemed necessary or appropriate for the attainment of the purposes of the 
Foundation, licenses subject to payment consistent with the GLEIS principles. 

Article 9 Sustainable funding 

The ongoing funding of the GLEIS should be self-sustainable and reliable. The fimding of the 
GLEIF should be based on a financial fee based on the number of registiants. Any GLEIF 
funding sources in addition to the above fee must be consistent with public good prhiciples 
and, as a consequence, must not inure to the benefit of the provider beyond customary 
commercially available provisions (cost recovery principle). In particular, data access shall 
remain free to users. 
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Article 10 Limitations 

The revenues, i f any, vv̂ hich may be reahsed by the Foundation shaU be used exclusively m 
furtherance of the Foimdation's not-for-profit purpose. 

No substantial part of the activities of the Foundation shall be the carrying on of Propaganda, 
or otherv '̂ise attempting to influence legislation or rulemaking. The Foundation shall not 
participate in, or intervene in (including the publishing or distribution of statements) any 
political campaign on behalf of (or in Opposition to) any candidate for public office üi any 
jurisdiction. 

No part of the net eamings of the Foimdation shall inure to the benefit of, or be distributable 
to, any dhector, officer, or other private person except that the Foundation is authorised or 
empowered upon approval of the Board to make payments and distributions. in furtherance of 
its purpose. 

Article 11 Accounts 

The Foundation's fmancial year runs from January Ist to December 3Ist. The first financial 
year ends on December 31, 2014. 

The Foundation's accounts shall he held in Swiss ftancs (CHF) or a foreign currency such as 
US doUars (USD) and in compliance with intemational accounting Standards admitted under 
Swiss law. 

IV. GOVERNANCE 

Article 12 The Foundation Bodies 

The corporate bodies of the Foundation are: 

the Board of Dhectors (the "Board" see V. A below); 

• the Auditors (see Y. B below); 

V . A : THE BOARD OF DIRECTORS 

Article 13 Composition of the Board 
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The Board shall be composed of a minimum of fifteen (15) and a maximum of twenty-five 
(25) Board Members. 

At least one Member of the Board with signatory power shall be a Swiss citizen or Citizen of 
an EU/EFTA Member State with his/her domicile in Switzerland. 

In order to ensure the right balance of excellence and diversity in the composition of the 
Board, the recruitment qf Board Members shaU be guided by the following principles: 

Required skills: To balance Strategie creative thinking with strong pragmatic 
skills, the successfiil candidates should have collective expertise spanning 
across organisational (Operation, negotiation, planning, intemational experience 
and cross-cultural awareness etc.), technical (data management, identification 
System knowledge, etc.) and legal (IP law and practice, privacy legislation, 
non-profit sector, etc.) matters; 

Sector representation: To ensure a diversity of knowledge, the expertise of 
Board Members should collectively span across the data and technology, 
financial, nonfmancial industry and non-profit sectors and include one or more 
public or independent Members who, as individuals, are to act in the broad 
public interest, as outlined in the ROC Charter; 

Geographic representation: There should be a minimum number of three (3) 
Members from each of the four (4) regional groupings: North America 
(including Mexico and the Caribbean); Europe (includüig tiie Commonwealth 
of Independent States); Asia (exciuding the Middle East); Cential and South 
America, Africa, Oceania, and the Middle East. 

Board Members shaU at all times be subject to fitness and propemess criteria, and in 
particular will not be appoüited if they have been disbarred from participating or actmg in any 
non-for-profit, for-profit, professional charitable or other Organization by any national or 
intemational bodies or determined to be guilty of any unethical or illegal activity. 

The Board should undertake periodic recommendations on the prüiciples for recruitment of 
Board Members in close consultation with the ROC. 

Article 14 Appointment of the initial Board and of the Chair 

The Members as well as the Chair ofthe initial Board ofthe Foundation shall be appointed by 
the Founder in the Foundation deed (see annex 4). 

Article 15 Appointment and removal of Board Members 

For all subsequent Board Members, a nomination procedure shall be coordinated by the Chair 
ofthe Board from a pool of candidates subject to an open, fransparent process, in consuhation 

9 



with the ROC as described in Article 30. Board Members, including the Chair, shall be 
elected by a two-thirds majority vote of all Board Members. 

Prior to the appointment of a new board Member, the ROC may deliver recommendations 
based on the criteria mentioned in Article 12 above and certify that the candidates comply 
with certain requirements laid out in By-laws. 

Board Members, including the Chair, can be removed by a two-thhds majority vote of all 
Board Members. Prior to the vote on his/her removal, the concemed Board Member shall 
have the opportunity to express himself/herself to the Board. 

Irrespective of the above and at any time, the Founder has the right to appoint or remove a 
Board Member. Prior to the appointment or removal, the Founder shall seek a 
recommendation from the ROC. 

A concemed Board Member shall abstain ftom voting on his/her removal, renewal or any 
other Board decision dhectly and individually affecting him/her. 

Article 16 Appointment of ex officio Board Members 

Two or more representatives of the ROC shall be appointed as ex officio Board Members of 
the Board with observer status and no voting rights. Ex officio Members do not have the legal 
Status of Board Members and are not entered into the register of coimnerce. 

Ex officio Board Members are not subject to any fiduciary duties applicable to Board 
Members, including but not lunited to the competences and functions of the Board 
contemplated in Article 21 of the Statutes. Ex officio Members rights are limited (i) to attend 
the meetings of the Board, (ii) to provide the Board with information on ROC activities, (iii) 
to provide the ROC wifh infonnation on GLEIF activities, (iv) to request that a matter being 
considered by the Board be deferred so that the ex offiicio Members may take the matter to the 
ROC to obtain the ROC position. 

Article 17 Terms of office and term limits 

A Board Member shall be eligible to hold office for a two (2) year term, renewable (with the 
consent of the Board) for an additional term of two years. With the consent of the Board, a 
Board Member's term may exceptionally be extended beyond the two (2) two year terms 
referred to above for an additional term of two (2) years. 

To initiate a staggered rotation, the fu-st term of half the initial Board (as designated by the 
Chair) may be for a period of three years. 

In the event that a Board member is unable to complete his or her term, the Board shall select 
a replacement to serve until the end ofthe term. 
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Article 18 Conflicts of interest 

The Board shah adopt a "conflicts of interest" policy to preserve transparency in financial 
arrangements and release it together with any Updates publicly on its Website. This shall cover 
in particular all Board Members including ex officio Members. 

In particular, the policy shah provide that all actual and potential conflicts of interest must be 
disclosed to the Board as well as being managed in compliance with the published policy. The 
policy shall comprise all necessary measures, including recusal, which shall be taken in such a 
case. 

Article 19 Action on an unpaid basis 

Board Members shall act on an unpaid basis and be entitled only to the reimbursement Of their 
effective costs and travelling expenses. Any compensation made in respect of attendance, as 
the case may be, may not exceed that paid for attendance to official commissions in Basel-
Stadt. For activities exceeding the usual scope of the Foundation, each Member of the Board 
may receive appropriate compensation according to the principle of "usual in the market". 

Article 20 Chair ' 

In accordance with Board ofDirectors' decision making as outiined in Article 23, the Chair of 
the Board may be selected by a simple majority vote of all Board Members fiom among its 
Members for one renewable two year term. The Chair should serve for a maximmn of four (4) 
years. With the consent of the Board, ä Chair of the Board's term may exceptionally be 
extended beyond the two (2) two year terms referred to above for an additional term of two 
(2) years. 

Article 21 Resignation of Board Members 

Board Members can resign at any time by submitthig a written declaration to the Chair 
specifying when the resignation shall take effect. 

Article 22 Competences and functions of the Board 

The Board shall be the supreme goveming body of the Foundation. It shall possess all powers 
that are not expressly delegated to other bodies in the present Statutes or By-laws of the 
Foundation and it shall exercise its powers in the best interests of the Foundation. 
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The Board shaU possess the highest and most extensive authority conceming decision-making 
and adminishation of the Foundation and shall exercise all other lawful powers required to 
carry out the purpose of the Foundation. 

The Board may delegate its powers, except where goveming law or these Statutes or By-laws 
as the case may be otherwise prohibit delegation, and except that no committee or person 
shall be given the power to: 

exercise the oversight authority of the Foundation; 

flle an application to the Supervisory Authority regarding the amendment or 
modification of the Statutes; 

• adopt By-laws of the Foundation; 

amend or modify By-laws; 

appoint or reniove any Member of the Board, with respect to Article 14 of the 
Statutes and without prejudice to the competences of the Founder; 

appoint the extemal auditors; 

determine signatory powers and representation authority of the Foundation; 

approve the annual audited accounts of the Foundation. 

A l l Board Members shall at all times seek to uphold the objectives of the GLEIF as set out in 
these Statutes and to ensure the Operation of the GLEIF in the broad public interest in line 
with the High Level Principles and FSB recommendations, as endorsed by the Heads of State 
and Govemment of the G20 at the 2012 Los Cabos Summit, as well as any additional 
principles or Standards adopted by the RQC. 

Article 23 Board decision-making 

The Board should try to find consensus. If all reasonable efforts by the Board and the Chair 
have not led to a consensus, the Chair may call for a vote. In order fo be approved, and unless 
otherwise provided for herein, votes and resolutions requhe a simple majority of all Board 
Members participating in the meeting. Each Board Member shall have one vote. In case of 
equality of votes, the Chair shall have a deciding vote. 

A quorum is estabhshed i f a simple majority of the Board Members is present. Representation 
of a Board Member is not admissible. 

Recommendations delivered by the ROC shall be given due consideration without undue 
delay but are not bhiding for the Board. The Board's response to each recommendation shall 
be provided to the ROC without undue delay. 

12 



Whenever the Board does not enthely adopt a recommendation delivered by the ROC, the 
results of the Board's decision and the reasonable grounds for such decision shall be made 
promptly and publicly available, unless, as discussed with the ROC chairs, such publication 
violates confidentiality or privacy criteria. 

The Board shall be empowered to pass resolutions and vote by means of circular letter only i f 
no Member asks for a meeting and in which each Board Member gives his/her written 
response to a proposition, or by teleconference, or e-mail or any other method of 
communication according to a procedure laid out in the By-laws. 

Article 24 Meetings 

The meetings of the Board shall be convened either physically or by any other means, such as 
Conference calls, video Conferences, or otherwise. 

The Board shall meet as often as required by the Foundation but not less than once per year in 
person. Notice of meetings and agendas shall be provided to Board Members and to the entire 
ROC via the ROC Secretariat in advance, with due time for review, as to be provided in the 
By-laws. 

The Chair can convene. a meeting of the Board at any thne, at his/her own discretion. The 
Chair must convene a meeting at the written request of two Board Members. 
AU discussions of the Board will be recorded in the minutes of the Board meetings, approved 
by the Board and retained in the permanent records ofthe Foimdation. 

As a general rule, the Board deliberations and hs decisions must be transparent in accordance 
with Article 5 here above. 

V. B: THE EXTERNAL AUDITORS 

Article 25 Appointment 

The Board shall appoint an extemal firm of auditors (the "Auditors"). 

The Auditors shall be appointed for renewable terms of three (3) years. 

The terms of office ofthe Auditors can always be terminated at any other time. 
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Article 26 Audit Report 

The Audhors shall conduct an annual audit of the accounts of the Foundation. The Auditors, 
shall deliver a written report of the audit findings to the Board within five (5) months after the 
end of each exercise. 

V. C: THE SECRETARIAT AND THE CHIEF EXECUTIVE OFFICER 

Article 27 The Secretariat 

The Board may be assisted by a Secretariat composed of the number of staff required to 
administer the day-to-day Operations of the Foundation. 

Article 28 Functions of the Secretariat 

The Secretariat is responsible for the day-to-day adniinistration of the Foundation. Its 
functions and powers are based upon tasks assigned by the Board. 

The functions as well as the competences of the Secretariat shall be specified in By-laws. 

Article 29 The Chief Executive Officer 

Upon the proposal of the Chah, the Board shah appoint a Chief Executive Officer (the 
"CEO") to renewable terms of three years. 

The CEO shall have the responsibility for the general supervision of the Secretariat, which 
shall be recruited and appointed by the CEO, under policies and procedures approved by the 
Board. In particular, the CEO shah have the authority, within limits and guidelines decided by 
the Board, to enter into contracts and administer funds on behalf of the Foundation. 

The Board may authorise the CEO to appoint one or more deputies to perform the fimctions 
and duties of the CEO in his or her absence. 

VI. A: INTERACTION WITH THE REGULATORY OVERSIGHT COMMITTEE 

Article 30 Role 

The mission of the ROC is to uphold the govemance principles of and to oversee the Global LEI 
System, in the broad public interest, in accordance with: 
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a) the Global LEI System High Level Principles and FSB recommendations, as endorsed by 
the Heads of State and Govemment ofthe Group of Tv/enty (Los Cabos, June 2012) 

b) any additional principles or Standards adopted by the ROC; and 

c) the ROC charter and any amendment to the provisions of the ROC Charter. 

In fiirtherance ofthis mission, the ROC is to take appropriate action to protect the public interest 
through regulatory oversight of the Global LEI System. 

While the ROC is not a body of the Foundation, it defines the framework, principles and 
Standards under which the GLEIS shall operate, in accordance with the purpose clause of the 
Foundation, and oversees the respect thereof For the purposes of the Foundation and its 
present Statutes, the ROC is understood to refer to the Members of the ROC acting in concert 
pursuant to the Charter of the ROC for the GLEIS originated on Noveinber 5,- 2012, and does . 
not include the observers of the ROC. 

The ROC may-request to inspect and monitor the activities of the Foundation, including to 
undertake on-site reviews, conduct hearings, request reports and other means, as well as to 
request inforhiation from the Board as specified in the ROC Charter. 

Article 31 Duty to give notice and provide documents to the ROC to enable ROC 
Consultations and Recommendations 

The Board or its Chair shall give notice to the Chah of the ROC, in sufficient time tö allow 
the ROC consideration and consultation, of the following: 

pending and actual Board vacancies; 

proposed appointment and removal of Board Members; 

The Board or its Chair shall provide to the Chah of the ROC, in sufficient time to allow the 
ROC consideration and consultation, the following documents: 

aU proposed and adopted annual budgets, including cost-recovery principles, 
protocols and procedures imderpinning the budget; 

all Strategie plans; 

• all audit results; 

other materials on request of the ROC for delivery or inspection, 
notwithstanding the opportunity for the ROC to gather more information 
through a hearing process.. 
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The Chah shall invhe the Board to vote on any recommendation delivered by the R O C 
without undue delay. The ROC shall dehver a recommendation within the timeframe 
designated by the Board or its Chair, in consultation with the ROC Chair, and such timeframe 
shall be reasonable in light of the global and consensus-based nature of the ROC. Should the 
ROC have not delivered a recommendation within this timeframe, the ROC wiU be deemed to 
have waived the possibility to deliver a recommendation. The Board's response to each 
recommendation shall be provided to the ROC without imdue delay. 

Whenever the Board does not entirely adopt a recommendation delivered by the ROC, the 
results of the Board's decision and the reasonable grounds for such decision shall be made 
promptly and publicly available, unless, as discussed with the ROC Chairs, such publication 
violates confidentiality and privacy criteria. 

VI. B: LOCAL OPERATING UNITS 

Article 32 Role 

LOUs assist fhe Foimdation in the implementation of the GLEIS by conducting due diligence 
on regisfrants seeking LEIs, assigning the LEIs consistent with GLEIS Standards, maintaining 
the LEIs and associated reference data, and making those data publicly available. 

The LOUs will provide the primary Interface for entities wishing to register for an LEI. In 
tum, the Foundation shah provide support to the L O U Operations when necessary, and 
oversight to ensure that the LOUs are conducting their fimctions consistent with global 
operational Standards and protocols as administered by the GLEIF. 

The GLEIF should provide that no LOU exploits hs relationship with the system in a way 
contrary to the broad public interest and adheres to globally agreed LEI Standards as endorsed by 
the ROC. 

Article 33 Process for recognition and de-recognition 

In accord with ROC principles and Standards the Board shah specify in By-laws the criteria 
and the process under which LOUs shall be recognised and, as the case may be, under which 
the recognition of a L O U shall be revoked. 

Any dispute arising out of the recognition or de-recognition of a L O U shall be resolved by an 
intemal dispute resolution mechanism which will be specified in By-laws. In the absence of 
such a mechanism, the parties shall resort to the competent Swiss court to hear the dispute 
pursuant to Swiss law. 
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VII. REPRESENTATION, SIGNATURES AND INDEMNIFICATION 

Article 34 Representation 

The Foundation shaU in principle be represented by the Chair of the Board or any other 
representative authorised by the Board. 

Article 35 Signatures 

Except the Chair of the Board who has sole signatory power, the Members of the Board have 
joint signatory power at two. 

Article 36 Indemnification 

A l l persons involved in the administration, management or audit.of the Foimdation shall be 
held responsible.for any loss or damage that they cause through willfui or negligent violation 
of their duties. If several persons are liable for loss or damage, each of them shall be held 
jointly and severally liable to the extent that such loss or damage can be attributed to thefn 
personaily owing to their own fault and to the circumstances. 

However, to the füllest extent permitted by law, except cases of willfiil or criminal 
misconduct, gross negligence or reckless misconduct, the Foundation will indemnify any 
Member of the Board or any other body of the Foundation or the Ex officio Members or the 
Founder (in particular regarding the appohiting or removing of Board Members) (each an 
"Indemnified Person") (and that Indenmified Person's heirs, executors, administrators, 
assigns and any other legal representative of that Indemnified Person) who was or is a party or 
is threatened to be rnade a party to or is involved in (including as a witness) any threatened, 
pending, or completed action, suit, proceeding or hiqüiry, whether civil, criminal, 
administrative, or investigative, and whether formal or informal, including appeals, by reason 
of the fact that the Indenmified Person is or was a Member ofthe Board or any other body of 
the Foundation, or an ex officio Member, or the Founder, or an Organisation or constituency 
represented by a member of the Board or any other body of the Foundation or an ex offiicio 
Member for and against all expenses (including attomeys' fees), judgments, fines and amounts 
paid in settlement actually and reasonably incurred by that Indemmfied Person or that 
Indemnified Person's heirs, executors, administrators, assigns or legal representatives in 
connection with that action, suit, proceeding or inquiry, including appeals. 

The Foundation may purchase and maintain insurance on behalf of any Indemnified Person 
against any Hability asserted agahist that Indenmified Person, whether or not the Foundation 
would have the power to indernnify the Indenmified Person against that liability under the 
provisions of this Article or otherwise. 
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VIII. AMENDMENT OF THE STATUTES, BY-LAWS, DISSOLUTION AND 
APPLICABLE LAW 

Article 37 Amendment of the Statutes 

The Board can request the Supervisory authority fo amend the Statutes in accordance with 
Articles 85 and 86b of the Svwss Civil Code. 

Such request regarding the amendment.of the Statutes requires a three-fourths majority vote 
of all Board Members. 
The purpose clause of the • Statutes may be modified by the Founder in accordance with 
Article 86a of the Swiss Civi l Code. 

Article 38 By-laws 

The Board shall in due time and after consultation with the ROC fix the details of 
Organisation of the Foundation in By-laws which shall be subject to the prior approval of the 
Supervisory Authority. Any subsequent modification of the By-laws shall also be submitted 
to the prior approval of the Supervisory Authority. 

Prior to the Submission of the By-laws or any modification thereof to the Supervisory 
Authority, the ROC will deliver a recommendation. 

Article 39 Dissolution 

If the Foundation is unable to continue its activities, the Board shall consult with the ROC 
who wil l deliver a recommendation. As the case may be, the Board shall subsequently notify 
the Supervisory Authority of the Situation. 

The Foundation may be dissolved in accordance with Articles 88 and 89 of tiie Swiss Civil 
Code. The Founder shall carry out the liquidation of the Foundation. 

In the event of liquidation of the Foundation, hs remaining assets shall be entirely assignable 
to another public utility and tax exempt entity pursuing similar objectives to those of the 
Foundation. In no. case shall the Foimdation's assets be returned to the Founder or Board 
Members or to any of their successors or assignees or be used in any way for their profit, be it 
in whole or in part. 

The dissolution of the Foimdation, to any degree, and particularly at the stage of liquidation, 
shall only be carried out with the express consent of the Supervisory Authority, the decision 
of which shall be based on a detaiied written report. 
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Article 40 Applicable Law 

The laws of Switzerland, in particular Article 80 et seq. of the Swiss Civi l Code, shall apply 
to any matter not covered by the provisions of these Statutes. 

* * 
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Amex 1 • 

. Charter ofthe Regulatory Oversight Committee ("ROC Charter") of November 5,2012 



CHARTER OF THE REGULATORY OVERSIGHT 

COMMITTEE FOR THE GLOBAL LEGAL ENTITY 

IDENTIFIER (LEI) SYSTEM 

5 NOVEMBER 2012 



1 Charter ofthe Regulatory Oversight Committee 

2 For the 

3 Global Legal Entity Identifier System 

4 

5 Having regardto: 
6 
7 (1) the cah ofthe Heads of State and Govemment of the Group of Twenty on the Financial 
8 Stability Board (FSB) to take the lead in helping coordinate work among the regulatory 
9 community to prepare recommendations for the appropriate govemance framework, 

10 representing the public interest, for a global Legal Entity Identifier (LEI) (Cannes 
11 Summit, November 2011, "Declaration - Building Our Common Future: Renewed 
12. Collective Action for the Benefit of AU"); anA 
13 
14 (2) the endorsement by the Heads of State and Govermnent of the Group of Twenty of the 
15 FSB recommendations regarding the framework for development of a global LEI system 
16 for parties tö financial transactions, with a global govemance framework representing the 
17 public interest (Los Cabos Summit, June 2012); and 
18 
19 Recognizing the need to develop and maintain for the broad public good a Global LEI 
20 System that is to be used: (a) by authorities of any jurisdiction or fmancial sector to, assess 
21 systemic risk and maintain fmancial stabüity, conduct market surveillance and enforcement, 
22 supervise market participants, conduct resolution activhies, prepare high quality financial 
23 data, and to undertake other official fimctions; and (b) by the private sector to support 
24 improved risk management, increased operational efficiency, more accurate caiculation Of 
25 exposures, and other needs. 
26 
27 We, the Finance Ministers and Central Bank Govemors of the Group of Twenty, and the 
28 Financial Stabüity Board have set forth this Charter for the Regulatory Oversight Committee 
29 (ROC) ofthe Global Legal Identifier System. The Global LEI System is composed ofthe 
30 ROC together with an operational component, consisting of the LEI foundation (or equivalent 
31 legal form) operating the Central Operating Unit (COU), and the federated Local Operating 
32 Units (LOUs) providing registration and other Services. 
33 

34 1. Mission 

35 The mission of the ROC is to uphold the govemance principles öf and to oversee the Global 
36 LEI System, in the broad public interest, m accordance with: 

37 a) the Global LEI System High Level Principles and FSB recommendations, as endorsed 
38 by the Heads of State and Govemment ofthe Group of Twenty (Los Cabos, June 2012) 

39 (Annex A and B); 

40 b) any additional principles adopted by this ROC; and 

41 c) any amendment to the provisions of this Charter. 

42 In furtherance . of this mission, the ROC is to take appropriate action to protect the public 
43 interest through regulatory oversight of the Global LEI System. 
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44 2. Objectives and responsibilities ofthe ROC 

45 a) In protecting the broad public interest, the objectives ofthe ROC are to ensure: 

46 (1) open and free access to publicly available data from the Global LEI System, 
47 including the fohowirig: 

48 i . data should be non-proprietary, with no bundling of serviees, or 
49 restrictions on access, usage, or redistribution; 

50 i i . all public data should be readily available on a continuous basis, easily 
51 and widely accessible using modern technology, and free of charge; 

52 i i i . confidential data should be safeguarded and with due regard for any 
53 applicable data protection legislation; 

54 iv. data and operating processes should not be subject to any type of 
55 intehectual property restrictions, except those judged necessary by the 
56 ROC for protecting the broad public interest; 

57 V. restrictions should not be placed on a registrant on the use of its own 

58 LEI. 

59 (2) open access to obtaining an LEI, including: 

60 i . by providing that any entities requhed, or eligible, to obtain an LEI are 
61 able to acquire one under open and non-discriminatory terms; 

62 , i i . . by providing that fees, where and when imposed by the COU, are set 
63 on a non-profit cost-recovery basis under the premise that the 
64 operational model of the COU is efficient and avoids excessive costs 
65 and, that where possible, a parallel arrangement holds for the LOUs; 

66 hi. by providing that the intellectual property necessary for or assocî ated 
67 with the Operation of the Global LEI System is held in a way that 
68 facilitates achievement of the High Level Principles. 

69 (3) that no entity involved in the Global LEI System exploits its relationship with 
70 the System in a way contrary to the broad public interest; 

71 (4) that the Global LEI System meets broad public and private sector 
72 requirements, including: 

73 i . • ensuring the uniqueness, consistency, .exciusivity, accuracy, reliability, 
74 timeliness of access, portability, and persistence of the LEI code and 
75 reference data; 

76 i i . evaluating continually the relevance of existing' Standards, and 
77 proposing new or adapthig existmg Standards for the Global LEI 
78 System that serve the broad pubhc interest or refiect changes in 
79 financial markets or other relevant areas as required; 

80 ii i . promoting the use and scope of the Global LEI System to expand the 
81 collective benefit from widespread adoption; and 
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82 iv. allowing use of local languages and character sets in registration, as 
83 well as allowing access to the Global LEI System in a common 
84 language and character set, 

85 b) . In carrying out its mission and objectives, the ROC has the following responsibilities 
86 and authorities: 

87 . (1) to be the ultimate authority for oversight of the Global LEI System, hicluding 
88 guidance, Standards, high level plans, policies, and protocols, The capacity to 
89 review and approve all decisions. relating to the govemance and strategy of 
90 the global LEI foundation operating the COU; 

91 (2) to facilitate the establishment of, and to designate the global LEI foundation 
92 (or body of equivalent legal form) as the legal entity that operates the COU; 

93 (3) to oversee Standards and general policies for the Global LEI System to ensure 
94 that they are in the broad public interest, mcluding, but not limited to: 

95 i , Standards for LEI reference data and for other aspects ofthe Operations 

96 ofthe Global LEI System; 

97 i i , Standards for participation of LOUs in the Global LEI System; 

98 ii i . cost-recovery principles, protocols, and procedures for the COU 
99 budget formation; 

100 iv. material contracts review to ensure that the objectives in section 2 a) 
101 are respected; and 

102 V. Standards for business continuity, disaster recovery and automated 
103 System safeguards. . ^ 

104 (4) to request and receive independent audits of the Global LEI System for 
105 financial control, best business practices, and. data quality Standards; 

106 (5) to appoint the initial Board ofDirectors ofthe global LEI foundation operating 
107 the COU, to review the appointment and continuance of Directors, and to 
108 request (or dhect, i f consistent with the governing law of the global LEI 
109 foundation) removal of Directors for cause, according to public-interest 
110 protection criteria established by the ROC to be reflected in the goveming 
111 documents of the global LEI foundation; 

112 (6) to appoint, public or independent Directors of the global LEI foundation 
113 operating the COU from outside of the regulatory community With special 
114 powers, determined by the ROC and to the extent permissible under the law 
115 goveming the LEI foundation, who as individuals are to act in the broad public 
116 interest, (pursuant to the criteria established by the ROC and reflected in the 
117 goveming documents ofthe global LEI foundation); 

118 (7) to issue guidance to the COU or other parts of the Global LEI System to 
119 protect the broad public interest as expressed in the High Level Principles or 
120 in this Charter; 
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121 
122 

123 
124 

125 
126 
127 
128 
129 
130 

131 
132 

133 
134 
135 

136 
137 
138 

139 

140 3. 

141 . a) 

142 
143 

144 

145 
146 

147 
148 
149 
150 
151 

152 . b) 
153 
154 

155 c) 
156 
157 

158 d) 
159 
160 

(8) to monitor the performance of the Global LEI System, through inspections, 
hearings, reports and other means; 

(9) to promote a high level of transparency in the Operation of the Global LEI 
System; 

(10) to establish or appoint such special advisory, technical, or professional 
committees, working groups, or panels, as may be useful in carrying out the 
mission, objectives, and responsibilities ofthe ROC. The membership of such 
committees, working groups, or panels may be composed of Members of the 
ROC, other persons, (including from both the regulatory community or private 
sector), or both; 

(11) to consider establishment of an appropriate framework for mediating or 
resolving disputes; 

(12) to adopt, in addition to the provisions of this Charter, such rules or procedures 
as may be necessary to carry out the mission, objectives and responsibilities of 
the ROC; and 

(13) to undertake any such other functions and actions as may be necessary and 
permissible to carry out the mission, objectives, and responsibilities of the 
ROC. 

Members 

The following are eligible to be a Member ofthe ROC: 

(1) any public sector authority and jurisdiction including regulatory and 
supervisory authorhies and central banks; 

(2) public intemational fmancial institutions; and 

(3) intemational public sector Standard settmg, reguktory, supervisory, and 
central bank bodies and supranational authorities. 

on condhion that they are dedicated to working actively for the broad public interest 
hl accordance with the Global LEI System High Level Principles and to working 
actively towards the objectives specified in this Charter. The public intemational 
financial institutions that are so dedicated participate as Members in accordance with 
their respective legal and policy frameworks. 

Membership criteria may be reviewed every 3 years, or earlier under circumstances 
where needs for review are identified, by the Plenary in the light of the ROC's 
mission, objectives and responsibüities. 

Recognising the need to support effective decision making and thus to contain the 
number of decision-making Members, jurisdictions are invited to ensure co-ordination 
among authorities that meet the eligibility criteria. 

In the event that the number of eligible members wishing to join the ROC reaches 
such a size that makes decision-making impractical, Plenary Members should review 
whether new provisions are needed to limh Plenary Membership. 
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161 4. Commitments of Members 

162 Assent to the Charter means that a Member is to: 

163 a) uphold the High-Level Principles and goals set forth in the Charter to protect the 
164 broad public interest in relation to the Global LEI System; 

165 b) participate actively in the work of the ROC; and 

166 c) support the introduction of the Global LEI System for official or intemational 

167 identification purposes. 

168 

169 5. Observers 

170 a) Public authorities and jurisdictions, public intemational financial institutions, and 

171 intemational public sector Standard setting, regulatory, supervisory, and central bank 

172 bodies and supranational authorities, as defmed in 3 a) above, that support the High 
173 Level Principles and wish to be informed of the proeeedings of the ROC, but do not 
174 wish to participate actively in the decision making and govemance process may 
175 become Observers. 

176 b) An Observer may attend meetings of the Plenary and participate in the ROC in a 
177 manner to be determined by the Plenary, Executive Committee, or any other groups, 
178 committees, working groups or panels that invite the Observer. 
179 
180 An Observer may not participate in the decision making of the Plenary or the Executive 

181 Committee. 

182 

183 6. Structure 

184 The ROC is composed of the following: 

185 a) the Plenary; 

186 b) the Executive Committee; 

187 c) the Committee on Evaluation and Standards; and 

188 d) other committees, working groups, or panels as provided for in Section 2 (b) (10) 

189 above. 

190 

191 7. Decision making 

192 a) Decisions by the Plenary, Executive Committee, and any other groups, committees, or 

193 bodies established by the ROC should be taken by consensus where possible. 

194 b) Members of the ROC have the duty to work towards consensus. 

195 c) The Chair has the duty to seek as broad a consensus as possible. 

196 ^) Members who have stated an objection have the right to delay a decision for a-fixed. 

197 • short period and ask the Chah to seek an altemative Solution. 
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198 e) 
199 
200 
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204 8. 

205 a) 

206 b) 
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208 d) 

209 

210 
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214 
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217 
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220 
221 
222 

223 
224 
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226 
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228 
229 
230 

231 

232 
233 
234 

235 

Voting should only occur in exceptional circumstances where consensus cannot be 
reached using the procedures outlined above. For such an eventuality, the ROC is to 
develop voting procedures with a geographically balanced majority for adopting 
decisions in the event that consensus cannot be reached for either or both the Plenary 
and the Executive Committee. 

Plenary Membership and Responsibhities 

The Plenary consists of one designated representative of each Member ofthe ROC. 

The Plenary is the ultimate decision-making body of the ROC. 

The Plenary is presided over by the Chair of the ROC. 

The Plenary: 

(1) decides on the manner in which the Plenary conducts its affairs; 

(2) approves the work program of the ROC; 

(3) oversees the Standards and general policies for the Global LEI System, to 
ensure that they protect the broad public interest, taking account of the 
analysis and recommendations of the Executive Committee; 

(4) exercises oversight of the adherence of the Global LEI System to the High 
Level Principles and the goals specified in this Charter, and promotes 
transparency throughout the system; 

(5) reviews membership criteria every 3 years or earlier where needs for review 
are identified, in the light of the ROC mission, objectives and responsibilities; 

(6) appoints the Chair, the Vice Chair(s), and the Executive Committee; 

(7) provides the Executive Committee with specific dedicated responsibilities and 
powers to take forward the work of the ROC and assigns responsibility for 
decisions on operational oversight issues to the Executive Committee; 

(8) facihtates the estabhshment of, and designates the global LEI foundation (or 
body of equivalent legal form) as the legal entity that operates the COU and 
terminates this designation; 

(9) appoints the initial Board ofDirectors ofthe global LEI foundation operating 
the COU and reviews appointment and continuance of Directors, and 
thereafter requests removal of Directors, as specified in 2 (b) (5) of this 
Charter, taking due account of the recommendations of the Executive 
Committee; 

(10) appoints, public or independent Directors as foreseen in section 2 (b) (6); 

(11) hears at least twice a year, and as deemed necessary by the Plenary, a report 
from the Chair of fhe Board of Directors of the global LEI foundation 
operating the COU; 

(12) establishes the Committee on Evaluation and Standards and appoints hs chair; 
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236 (13) establishes other committees, working groups and panels, as necessary, 

237 including membership and responsibilities; 

238 (14) appoints the Secretariat; 

239 (15) reviews and approves any amendments to this Charter; and 

240 (16) decides on any other matter goveming the business and affairs ofthe ROC. 

241 9. Plenary Representation and Attendance 

242 a) A l l Members are entitled to attend and participate in the Plenary. 

243 b) The Chah ofthe ROC presides over the Plenary. 

244 c) The Plenary is expected to meet at least 2 times each year. 

245 

246 10. Executive Committee 

247 a) An Executive Committee is established and composed of an initial maximum of 
248 " twenty-three (23) Members selected by, and from among the Plenary Membership. 
249 Regional Executive Committee Members are to be selected by and from the Plenary 
250 . Members for that region. Members representing global public intemational financial 
251 . institutions and Standard setting bodies are to be selected by the Plenary. 

252 b) Membership of the Executive Committee is to be balanced jurisdictionally and 
253 regionally. The initial composition of the Executive Committee is to consist of a 
254 maximum of five (5) Members from at least 2 jurisdictions in each ofthe following 
255 regions: North America (including Mexico and the Caribbean); Europe (includmg the 
256 Commonwealth of Independent States); Asia (exciuding the Middle East); and Central 
257 and South America, Africa, Oceania, and the Middle East. In addition, up to three (3) 
258 Members may be appointed to represent global public intemational financial 
259 institutions and Standard setting bodies. The maximum size and composition of the 
260 Executive Committee is to be reviewed every 3 years, in accordance with criteria to 
261 be developed and approved by the Plenary. The Chair and the Vice Chair(s) are to be 
262 appointed from the Membership of the Executive Committee. 

263 c) Members of the Executive Committee are to be appointed for a maximum 3 year 
264 term, subject to renewal. Initial appointments may include some shorter term 
265 appointments to facilitate rotation in each region upon the decision of a region. 

266 d) The Executive Committee is to take forward the work of the ROC including decisions 
267 on operational oversight issues, under specified delegated responsibilities and powers 
268 • provided by the Plenary. 

269 e) The Executive Committee may establish working groups and panels as needed to take 
270 forward the work of the Executive Committee. 

271 f) In addition to its delegated responsibilities, the duties of the Executive Committee 
272 include the following: 

273 (1) providing regulär information and recommendations to the Plenary to keep the 
274 Plenary fully engaged and capable of action; 
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275 (2) informing tlie Plenary on the fulfilment of the delegated oversight 

276 responsibilities provided to the Executive Committee; 

277 (3) monitoring and guiding the progress ofthe ROC's ongoing work; 

278 (4) preparing options for decision for matters reserved to the Plenary; 

279 (5) conducting ongoing oversight of the Global LEI System to monitor adherence 

280 to the High Level Principles and other agreed principles, policies and 
281 Standards to protect the broad public interest. In furtherance of this mission the 
282 Executive Committee shall hear at least twice a year, and as deemed necessary 
283 by the Executive Committee, a report from the Chair of the Board ofDirectors 
284 ofthe global LEI foundation operating the COU; 

285 (6) analysing and developing recommendations for principles, Standards and 
286 general policies for the Global LEI System, ensuring that they serve the broad 
287 public interest, including, but not limited to: 

288 i . Standards for LEI reference data and for other aspects of the Global 

289 LEI System's Operations; 

290 i i . Standards for participation of LOUs in the Global LEI System; 

291 i i i . cost-recovery principles, protocols, and procedures for the COU 
292 budget formation; 

293 iv. material contracts review to ensure that the objectives in section 2 a) 
294 are respected; and 

295 V. Standards for business continuity, disaster recovery, and automated 
296 System safeguards. 

297 (7) reviewing and commissioning work from the Committee on Evaluation and 
298 Standards or other committees, working groups and panels and co-ordinating 
299 work across those groups; 

300 (8) requesting and receiving independent audits of the system for: financial 
301 control, best business practices, and data quality Standards; 

302 (9) performing on site reviews of the COU, subject to COU security 
303 requirements; 

304 (10) requesting on as needed basis information from the Directors of the global 
305 LEI foundation operating the COU; 

306 (11) issuing guidance tö the COU or other parts of the Global LEI System to 
307 protect the broad public interest as expressed in the High Level Principles or 
308 in this Charter; 

309 (12) considering establishment of an appropriate framework for mediating or 

310 resolving disputes; 

311 (13) overseeing the work of the ROC Secretariat; 

312 (14) preparing the Plenary meetings, including making recommendations as 
313 . appropriate in order to allow the Plenary to efficiently. fiilfil its mandate; and 
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314 (15) taking forward, after consultation and consistent with the directions of the 

315 Plenary, any other work necessary for the ROC to meet its mandate. 

316 

317 11. Committee on Evaluation and Standards (CES) 

318 The CES has the following responsibüities to support the regulatory oversight functions of 
319 the ROC and the Executive Committee: 

320 a) to evaluäte the adequacy of existing Standards and protocols in the light of the High 
321 ' Level Principles and other principles adopted by the ROC and that serve the' broad 
322 public interest; 

323 b) to propose revised or additional Standards, or protocols as necessary; 

324 c) to recommend to the Executive Committee the development of additional Standards and 
325 protocols orthe modification ofexisting Standards and protocols as necessary; and 

326 d) to perform any other tasks and functions as requested by the Plenary or Executive 
327 Committee. 

328 Members of the CES do not necessarily need to be the individuals or organisations 
329 participating in the ROC. 

330 The CES reports to the Executive Committee on a regulär basis and to the Plenary when 
331 requested. 

332 

333 12. Chair 

334 a) The Chair and the Vice Chair(s) are appointed by the Plenary from the Membership of 
335 the Executive Committee for a term of 2 consecutive years extendable for a maximum 
336 of one year. 

337 b) The Chair convenes and chairs the meetings of the Plenary and of the Executive 
338 Committee. 

339' c) The Chair is the principal spokesperson for the ROC and represents the ROC 
340 extemally. The Chair should be informed of all significant matters that concem the 
341 ROC. 

342 d) The Chair is to take all decisions and act as necessary to achieve the objectives of the 

343 ROC, in accordance with directions given by the Plenary or the Executive Committee. 

' 3'44 e) The Chair is to act in the best interests ofthe ROC and ROC Membership. 

345 f) The Chair has a duty to seek as broad a consensus as possible. 

346 g) The Chair is to be supported by up to two Vice-Chair(s), appointed by the Plenary 
347 from the Membership ofthe Executive Committee for a term concurrent to the Chair. 
348 The Chair and Vice-Chair(s) are to be from different geographic regions. 

349 
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350 13. Secretariat 

351 a) The Plenary is to appoint a Secretariat to support the ROC, taking account of a 
352 recommendation from the Chair and the Executive Committee. 

353 b) The Secretariat is directed by the Chair of the ROC, on behalf of the Plenary and 
354 Executive Committee. 

355 c) The duty of the Secretariat is to support the work of the ROC. The Secretariat does 

356 not.participate in any ROC decision making. 

357 d) The Secretariat is to maintain and publish a list of Plenary Members. 

358 e) The initial Secretariat is to be provided through the establishment of an agreement 
359 with an existing pubhc intemational financial institution, that could help the ROC to 
360 mobilise and organise the necessary secretariat serviees during the first 3 years of 
361 formation. 

362 f) On an ongoing basis, the costs ofthe Secretariat are to be provided fiom registration 
3 63 fees levied on registrants consistent with modalities to be established by the Plenary. 

364 g) The Plenary is to review aÜ aspects of Secretariat arrangements 3 years after the 
365 formation ofthe ROC. 

366 

367 14. Funding ofthe ROC 

368 On an ongoing basis, the fimding of the ROC is to be provided from registiation fees levied 
369 on registrants consistent with modalhies to be established by the Plenary. 

370 

371 15. Establishment 

372 a) The ROC is to be formed following endorsement of this Charter by the Group of 
373 Twenty and the FSB, and there bemg: 
374 
375 (1) at least eleven (11) authorities assenting to this Charter, including: 
376 . 
377 (2) at least three (3) from each of three regional groupings: North America 
378 (including Mexico and the Caribbean); Europe (including the Commonwealth 
379 of Independent States); and Asia (exciuding the Middle East); and 
380 
381 (3) at least two (2) from a regional group comprising Cential and South America, 
382 Africa, Oceania, and the Middle East; and 
383 
384 (4) ofthose authorities assenting within each of the four regions, at least two (2) 
385 deriving from different jurisdictions. 
386 
387 b) Prior to the formation of the ROC and appointment of the Chah of the ROC by the 
388 Plenary, assent to the Charter is to be made by letter from eligible authorities to the 
389 Chah ofthe FSB. 
390 
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391 c) On formation of the ROC, and appointment of the Chair of the ROC by the Plenary, 
392 assent to the Charter is to be made.by letter from eligible authorities to the Chair of 
393 the ROC. Membership becomes active once the Chair has provided confirmation. 
394 
395 d) A Member may terminate hs Membership by letter to the Chair of the ROC. 
396 
397 . e) A request for Observer status is to be made by letter from eligible authorities to the 
398. Chair of the FSB prior to the formation of the ROC, and thereafter by letter to the 
399 Chah ofthe ROC. 

400 16. Access to information 

401 The ROC is to have access to documents of the global LEI foundation operating the COU as 
402 well as those ofthe COU. The non-public information contained in these documents is to be 
403 treated as confidential information by the Members ofthe ROC. Provisions regarding such 
404 . access are to be reflected in by-laws of the LEI foundation. 

405 17. Confidentiality 

406 The ROC Members are to treat all non-public information and documents, provided to or 
407 obtained by them under or in connection with LEI oversight activities and this Charter, as 
408 confldential. The Members are to ensure that confidential information provided to them in the 
409 context of the regulatory oversight arrangements is to be used only for the oversight of the 
410 Global LEI System, and is not to be used by them for any other purpose, including in their 
411 capacities as users ofthe LEI serviees, provided that the foregoing does not prejudice their 
412 responsibilities under national laws or regulatory requirements. 
413 

414 18. Amendment Clause 

415 Amendment of any of the provisions of this Charter may be proposed by the Executive 
416 Committee or Plenary and if adopted by the Plenary modifies this Charter. Such adoption is 
417 subject to the decision-making framework for the ROC, or by specific procedures to be 
418 defined by the Plenary. 

419 19. Review Clause 

420 The ROC may review the Charter as necessary, in an appropriate manner. The review may 
421 cover aU aspects of the govemance arrangements for the Global LEI System. An initial 
422 review is to take place by no later than October 2017. By this date, the Plenary is to examine 
423 this Charter on the basis of a report fiom the Executive Committee and is to determine 
424 whether the mission and Organization of the ROC need to be reviewed. 
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425 20. Legal Effect 

426 This Charter does not create any legal rights or obligations or modify or supersede any 
427 national or intemational laws or regulatory requirements in force in any applicable 
428 jurisdiction, or applying to, any of the Members. 
429 . ' • 
430 Nothing in this Charter is to require or to be deemed to require any of the Members to act in a 
.431 manner which amounts to or may amount to violation of any of the provisions of any. such 
432 national or intemational laws, legal frameworks, or regulatory requirements, or to prejudice 
433 or affect the exercise of any of their rights and discretions thereunder. 
434 
435 By endorsing or assenting to this Charter or becoming a Member of the ROC, no Member 
436 waives any immunity from suit or privilege to which it may otherwise be entitled and no 
437 Member submits to the jurisdiction of äny court or arbitral body that would not otherwise 
438 have jurisdiction. 
439 
440 21. Annexes 
441 
442 The Aimexes to this Charter, are considered part of the Charter: 
443 
444 Aimex A: Global. LEI System High Level Principles. 
445 Annex B: Annex B: Recommendations for the development and implementation of the 
446 Global LEI System. 
447 
448 
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449 Annex A: Global LEI System High Level Principles 

450 

451 
452 1. The Global LEI system should uniquely identify participants to fmancial transactions. 
453 
454 2. The LEI system should meet the requirements of the global regulatory community for 
455 accurate, consistent and Unique entity identification. 
456 , 
457 3. The LEI system should be designed in a manner that provides benefits to financial 
458 market participants. 
459 _ . .• 
460 4. Flexibhity must be built into the global LEI system to provide the capability for the 
461 System to expand, evolve, and adapt to accommodate innovations in financial 
462 markets. 
463 . 
464 5. The LEI system should not be "locked-in" with a particular service provider for any 
465 key system functions or processes. The principles of competition should be ensured 
466 on both global and local levels where appropriate. 
467 
468 6. The global LEI system should support a high degree of federation and local 
469 implementation under agreed and implemented common Standards. 
470 
471 7. The LEI system should meet evolving requirements ofboth the regulatory community 
472 and industry participants in terms of information content, scope of coverage, 
473 timeliness and availability. 
474 
475 8. The LEI Regulatory Oversight Committee should have the responsibility of upholding 
476 the govemance prhiciples and oversight ofthe global LEI system functioning to serve 
477 the public interest. The Committee has the ultimate power and authority over the 
478 global LEI system. 
479 
480 9. The mission, role and responsibilities of the ROC shall be specified by the global LEI 
481 Regulatory Oversight Committee Charter, which shall establish the Committee. 
482 
483 10. Participation in the global LEI Regulatory Oversight Cornmittee shall be open to all 
484 authorities subscribing to the High Level Principles and to the objectives and 
485 commitments in the Charter. 
486 
487 11. The LEI Central Operating Unh should have the rnission and role to ensure the 
488 apphcation of uniform global operational Standards and protocols set by the ROC and 
489 act as the operational arm of the global LEI systein. It shall be established as a 
490 foundation or legal equivalent. 
491 
492 12. The LEI Central Operating Unit should have a balanced representation of industry 
493 participants from different geographic areas and sectors of economy. Its Board of 
494 Directors should be selected from industry representatives, plus independent 
495 participants. 
496 
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497 13. The LEI system should allow the local provision by Local Operating Units of all LEI 
498 functions which the ROC determines are not required to be centralised. 
499 
500 . 14. The LEI system should promote the provision of accurate LEI reference data at the 
501 local level from LEI registrants and ensure global uniqueness of the registrants. 
502 
503 15. Any global universal intellectual property rights should belong to the global LEI 
504 System. 
505 

14 



506 Annex B: Recommendations for the development and implementation of the Global LEI 
507 System 

508 Recommendation 1 

509 
510 
511 

SETTING UP A GLOBAL LEI SYSTEM The FSB shongly supports the development and 
implementation of a global LEI system that uniquely identifies participants to financial 
transactions. . , 

512 Recommendation 2 

513 
514 
515 
516 
517 
518 

GLOBAL REGULATORY COMMUNITY REQUIREMENTS The LEI system should 
meet the requirements of the global regulatory community (including supranational 
organisations). The potential benefits of the LEI include: to support authorities in fulfilling 
their mandates to assess systemic risk and maintain fmancial stability; conduct market 
surveillance and enforcement; supervise market participants; conduct resolution activities; 
prepare high quality financial data and undertake other regulatory functions. 

519 Recommendation 3 

520 
521 
522 
523 
524 
525 

GLOBAL LEI SYSTEM GOVERNING DOCUMENTS Global LEI system High Level 
Principles set out the principles and commitments that specify and define the govemance and 
structure of the global LEI system. A global LEI Regulatory Oversight Committee Charter 
should specify the mission, role and responsibilities ofthe Committee as well as the process 
for its establishment. Support for the High Level Principles agreement and Charter will 
indicate a desire to participate in the global LEI system. 

526 Recommendation 4 

527 
528 

SUPPORT OF FINANCIAL MARKET PARTICIPANTS The LEI system should be 
designed in a manner that provides benefits to financial market participants. 

529 ' Recommendation 5 

530 
531 
532 
533 
534 
535 

SYSTEM FLEXIBILITY Flexibility must be buih into the global LEI system to proVide the 
capability for the system to expand, evolve and adapt to accommodate innovations in 
financial markets. It must also allow the seamless introduction of new participants. To these 
ends, critical Software and other relevant elements must be defined and made publicly 
available without any licensing, intellectual property or similar restrictions under open source 
principles. The LEI should be portable^ within the global LEI system. 

536 Recommendation 6 

537 
538 
539 
540 

COMPETITION AND ANTI-TRUST CONSIDERATIONS The LEI system should be 
designed to ensure that it is not "locked-in" with a particular service provider for any key 
System functions or processes, and that the principles of competition are ensured on both 
global and local levels where appropriate. The govemance framework should provide 

In this context a portable LEI means that the code could be transferred from one LOU to another LOU. 
This may be necessary, for example, in case ofthe LEI being obtained originally from a foreign LOU before a 
local LOU was established or if an entity changed its legal address or headquarters, etc. 
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541 
542 

safeguards to ensure that competition principles and anti-trust considerations are upheld. The 
local implementation ofthe global LEI system should meet local anti-trust requhements. 

543 Recommendation 7 

544 
545 
546 

FEDERATED NATURE OF THE LEI SYSTEM The global LEI system should support a 
high degree of federation and local implementation under agreed and implemented common 
Standards. 

547 Recommendation 8 

548. 
549 
550 

SCOPE OF COVERAGE Eligibility of 'legal entities' to apply for an LEI should be 
broadly defined, in order to identify the legal entities relevant to any financial transaction. No 
miore than one LEI shall be assigned to any legal entity. 

551 Recommendation 9 

552 
553 
554 
555 
556 
557 
558 

LEI REFERENCE DATA AT SYSTEM LAUNCH The official name ofthe legal entity, 
the address ofthe headquarters ofthe legal entity, the address oflegal formation, the date of 
the first LEI assignment, the date of last update of the LEI, the date of expiry, business 
registry information (if applicable), alongside a 20 digit alphanumeric code should form the 
basis for the global system at the launch of the global LEI initiative. For entities with a date 
of exphy, the -reason for the expiry should be recorded, and, i f applicable, the LEI of the 
entity or entities that acquired the expired entity. 

559 Recommendation 10 

560 
561 
562 
563 
564 
565 

REVIEW OF SCOPE OF COVERAGE AND REFERENCE DATA The Regulatory 
Oversight Committee should undertake regulär reviews of the scope and extent of coverage 
of the LEI to reflect emerging regulatory and market requirements for the LEI use according 
to an agreed schedule. The Regulatory Oversight Committee should undertake regulär 
reviews ofthe LEI reference data according to a set schedule to monitor the required changes, 
additions, retirements and modifications. 

566 Recommendation 11 

567 
568 
569 
570 
571 
572 
573 
574 
575 

STANDARDS FOR THE LEI SYSTEM The LEI system should meet, to the degree 
possible, evolving requhements of both the regulatory community and industry participants 
in terms of information content, scope, timeliness and avaüability. The Regulatory Oversight 
Committee is responsible for the final determination for any Standards fof the LEI to be 
utilised in the global LEI system. When proposing areas for the development of new 
Standards, the Regulatory Oversight Committee should strongly consider utilising existing 
Standard setting organizations to develop such Standards, provided that such organizations 
incorporate the requirements for the Standards as determined and communicated by the 
Regulatory Oversight Committee. 

576 Recommendation 12 

577 
578 

LEI REFERENCE DATA ON OWNERSHIP The FSB LEI hnplementation Group should 
as soon as possible develop proposals for additional reference data on the. direct and ultimate 
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579 
580 
581 

parent(s) of legal entities and relationship or ownership data more generally and to prepare 
recommendations by the end of 2012. The group should work closely with private sector 
experts in developing the proposals. 

582 Recommendation 13 

583 
584 
585 
586 

LEI OPERATIONAL AND HISTORICAL DATA The LEI system should maintain high 
quality records that retain relevant information on amendments (query, add, modify or delete 
of any data element) to data items as well as additional data to facilitate the surveillance and 
control ofthe system by the COU where appropriate. 

587 Recommendation 14 

588 
589 
590 
591 
592 

CENTRAL OPERATING UNIT The mission and role ofthe Central Operatmg Unh should 
be to ensure the application of uniform global operational Standards and protocols that deliver 
global uniqueness of the LEI, seamless access to the global LEI and to high quality reference 
data for users with depth of access controlled by appropriate aceess rights, as well as 
protocols and methods for how local Systems can connect to the Central Operating Unit. 

593,. Recommendation 15 

594 
595 
596 
597 
598 
599 
600 
601 
602 
603 

FORMATION OF THE CENTRAL OPERATING UNIT The LEI Implementation Group 
should develop a detaiied plan for the formation of the Central Operating Unit via the 
establishment of a not-for-profit LEI foundation^ by interested industry participants under the 
oversight of the formed LEI Regulatory Oversight Committee. The foundation would rely on 
industry participants, their expertise and knowledge to identify and develop the most 
technologically, financially and legally sound methods to implement the global LEI system in 
line with the Standards and framework defmed by the Regulatory Oversight Committee. 
Representatives from all geographic areas and industry sectors would be invited to participate 
in the preparatory work underpinning the formation of the LEI foimdation as the Central 
Operating Unit in a manner defmed by the Implementation Group. 

604 Recommendation 16 

605 
606 
607 
608 

BALANCED REPRESENTATION IN THE CENTRAL OPERATING UNIT The 
Regulatory Oversight Committee and LEI Implementation Group should ensure that the 
global LEI foundation takes account of the interests of financial and non-financial industry 
participants from different geographic areas and economic sectors. 

609 Recommendation 17 

610 
611 
612 
613 
614 
615 

LOCAL OPERATING UNITS The LEI system should allow the local provision ofall LEI 
functions which the Regulatory Oversight Committee determines do not need to be 
centralised. The LEI system should enable the use of local languages, Organisation types and 
relationship structures as requhed. Procedures to integrate local Systems into the global LEI 
System should be developed by the LEI Implementation Group in consultation with local 
jurisdictions and potential Local Operating Units (when available) in a way and manner that 

Or body of equivalent legal form. 
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616 
617 
618 
619 

meets the global LEI system High Level Principles. The Central Operating Unit of the LEI 
System should be able to provide support to Local Operating Unit Operations v̂ ĥen necessary 
according to criteria and requirements established by the Regulatory Oversight Committee 
and administered by the Central Operating Unit. 

620 Recommendation 18 

621 
622 
623 
624 
625 
626 
627 
628 
629 

LEI DATA VALIDATION The LEI system should promote the provision of accurate LEI 
reference data at the local level from LEI registrants. Responsibility for the accuracy of 
reference data should rest with the LEI registrant, but Local Operating Units have 
responsibility to exercise due diligence in guarding against errors, as consistent with 
Regulatory Oversight Committee Standards, and to encourage necessary updating. The 
Central Operating Unit has responsibility to check registrations for global uniqueness and to 
coordinate reconciliation by Local Operating Units where necessary. Accuracy should be 
ensured at the local level by the registered entities. Self-registration should be encouraged as 
a best practice for the global LEI system. 

630 Recommendation 19 

631 
632 
633 
634 
635 
636 
637 
638 

LEI ISSUANCE WHEN NO LOCAL REGISTRAR AVAILABLE Whenever possible 
the LEI registration should take place with the relevant Local Operating Unit: When a Local 
Operating Unit is not available, the Regulatory Oversight Committee and a local jurisdiction 
(when Willing to engage) should agree on approaches for local entities to obtain LEIs. The 
Implementation Group should develop proposals for such mechanisms via: (1) establishing a 
mechanism of obtaining LEIs through other Local Operating Units; (2) establishing a 
mechanism of obtaüiing LEIs from a registration facility in the Central Operating Unit; and 
(3) any other mechanisms that are appropriate. 

639 Recommendation 20 

640 
641 
642 
643 
644 
645 
646 

SUSTAINABLE FUNDING The steady state funding of the global LEI system should be 
self-sustainable and reliable. The funding system should be based- on an efficient non-profit 
cost-recovery model. The system should have two components: a local discretionary charge; 
and a common fee based. on the number of registrations in each LOU to pay for the 
centralised Operations in the Central Operating Unit, alongside any costs of implementing and 
sustaining the govemance framework. Fees should be sufficiently modest not to act as a 
barrier to acquiring an LEI. 

647 Recommendation 21 

648 
649 
650 
651 
652 
653 
654 
655 

GLOBAL REGULATORY OVERSIGHT COMMITTEE CHARTER The govemance 
framework of the global LEI system should be developed at the intemational level in an open 
and transparent manner that supports collective govemance of the global system. A global 
LEI Regulatory Oversight Committee Charter should set out the fomiation and Operations of 
the Regulatory Oversight Committee. The global LEI Regulatory Oversight Committee 
Charter should be prepared by the FSB LEI Implementation Group for endorsement by the G-
20 at the Finance Ministers and Central Bank Govemors meeting in November 2012 or by 
the FSB Plenary in October. 
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656 Recommendation 22 

657 
658 
659 
660 
661 
662 
663 

REGULATORY OVERSIGHT COMMITTEE A Regulatory Oversight Committee, as 
specified in the Charter, should have the responsibility of upholding the govemance 
principles and oversight of the global LEI system fimctioning to serve the public interest. The 
Regulatory Oversight Committee should be a body representing regulators and other 
govemment or supranational entities engaged in regulating or monitoring the financial system 
or markets. Membership and decision maldng processes would be established by the Charter. 
Wherever possible, decisions would be reached by consensus. 

664 Recommendation 23 

665 
666 
667 
668 
669 
670 
671 

POWER AND AUTHORITY OF THE REGULATORY OVERSIGHT COMMITTEE 
The Regulatory Oversight Committee has the ultimate power and authority over the global 
LEI System. Any power delegated to the Central Operating Unit, Local Operating Units and 
other entities cän be reversed by the Regulatory Oversight Committee^ The Regulatory 
Oversight Committee should establish a formal oversight plan to ensure that its directives to 
the Central Operating Unit or other parts of the system are enforced and that the governance 
principles are upheld. 

672 Recommendation 24 

673 
674 
675 
676 
677 
678 

PARTICIPATION IN THE REGULATORY OVERSIGHT COMMITTEE To 
participate in the LEI Regulatory Oversight Committee, an authority should indicate support 
for the global LEI High Level Principles and Charter for the Regulatory Oversight 
Committee. Authorities may elect to be a fuH member of the Regulatory Oversight 
Conunittee or an observer. The rights and responsibilities of members and observer Status 
participants should be defmed in the Charter. 

679 Recommendation 25 

680 
681 
682 
683 
684 
685 • 

LEVERAGING INFRASTRUCTURE OF AN INTERNATIONAL FINANCIAL 
ORGANISATION In developing proposals to establish the Regulatory Oversight 
Committee following agreement on the Charter, the Implementation Group shOuld if possible 
and, subject to agreement, leverage on the existing infrastructure ofan intemational financial 
Organisation to initiate and stand-up the global LEI govemance structure in a timely manner, 
utilising the experience ofthe intemational Organisation in executing intemational initiatives. 

686 Recommendation 26 

687 
688 
689 
690 
691 

GOVERNING DOCUMENTS FOR THE CENTRAL OPERATING UNIT Alongside 
the development ofthe global Charter, the Implementation Group should develop legal 
documents goveming the mandate provided by the Regulatory Oversight Committee to the 
Central Operating Unit as well as other legal documents needed to specify the füll 
govemance framework for the global LEI system. 

692 Recommendation 27 

^ Local authorities may also reserve rights to be engaged in decisions on local registration Operations to 
the extent that they act in accordance with the High-Level Principles of the LEI system. 
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693 
694 
695 
696 

BOARD OF DIRECTORS OF THE CENTRAL OPERATING UNIT The Central 
Operating Unit shall have a Board ofDirectors. The Regulatory Oversight Committee has the 
right to veto membership of the BOD, as well as to remove members. The ROC has the right 
to appoint independent members'̂ . 

697 Recommendation 28 

698 
699 
700 
701 
702 
703 

FORMATION OF THE INITIAL BOARD OF DIRECTORS OF THE CENTRAL 
OPERATING UNIT The Central Operating Unh's initial Board of Directors should be 
appointed by the Regulatory Oversight Committee, taking into account the need for 
geographic and sectoral diversity. The hnplementation Group should develop the fitness 
criteria, size, role etc for the BOD that should be reviewed in two years by the Regulatory 
Oversight Committee. 

704 Recommendation 29 

705 
706 
707 
708 

POWERS AND FUNCTIONS OF THE BOD OF THE CENTRAL OPERATING UNIT 
The Board of Directors of the Central Operating Unit should be granted powers to direct the 
management and Operations of the Central Operating Unit in line with the overall Standards 
set by the Regulatory Oversight Committee. 

709 Recommendation 30 

710 
711 
712 
713 
714 
715 
716 

CONTINGENCY ARRANGEMENTS The Regulatory Oversight Committee is responsible 
for setting and overseeing the application ofbusiness continuity Standards for the global LEI 
System in line with best practices for key financial infrastructure. Rules and procedures 
should be defmed that the Central Operating Unit and Local Operating Units must follow in 
case of insolvency, bankruptcy, etc in order to ensure continuity ofthe global LEI system. A 
protocol should also be developed for maintenance of secure parallel copies ofthe LEI, in a 
manner that respects local laws. 

717 Recommendation 31 

718 
719 
720 
721 
722 
723 
724 
725 
726 
727. 

LEI INTELLECTUAL PROPERTY The LEI Implementation Group should conduct 
analysis and provide recommendations on the treatment of the "LEI" intellectual property 
(such as the LEI code, soflware, reference data, any other LEI data, operational protocols, 
etc) according to the principles of open access and the nature ofthe LEI System as a public 
good. The objective ofthis analysis shall be to ensure a regime that assures the availability in 
the public domain, without limit on use or redistribution, of LEI data, reference data, and 
processes. Any intellectual property rights should be held by, or licensed to the global LEI 
foundation unless defmed otherwise by the Regulatory Oversight Committee. Copyright 
should be used to the extent possible to promote the free flow or combination of information 
from disparate sources. 

728 Recommendation 32 

729 
730 

FSB LEI IMPLEMENTATION GROUP Subject to the G-20 supporting further work to 
launch the global LEI, and entrusting implementation planning to the FSB, an FSB LEI 

In this context independent members mean non-industry representatives. 
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731 
732 
733 
734 

Implementation Group (IG) should be established with a clear mandate to launch the global 
LEI System on a seif- standing basis. The LEI Implementation Group should cease to exist 
upon fonnation ofthe Regulatory Oversight Committee which should be by 31 March 2013 
at the latest. 

735 Recommendation 33 

736 
737 
738 
739 
740 
741 
742 
743 
744 
745 

STRUCTURE OF THE FSB LEI IMPLEMENTATION GROUP A time-limited FSB 
LEI Implementation Group of interested and willing experts (legal, IT, and other) from the 
global regulatory community that includes interested parties trom the FSB LEI Expert Group 
should be formed to take the global LEI initiative forward into the global implementation 
phase until the Regulatory Oversight Committee is established. The IG should be led by 
representatives from different geographic areas to reflect the global nature of the LEI 
initiative and will be supported by the FSB Secretariat. The IG should develop proposals for 
the global LEI system stand-up as defmed in the mandate below for review and endorsement 
by the FSB Plenary in October 2012 and, as appropriate, final review and endorsement by G-
20 Finance Ministers and Central Banlc Govemors in Noveinber 2012. 

746 Recommendation 34 

747 
748 
749 
750 
751 
752 
753 
754 " 
755 
756 

RESPONSIBILITIES OF THE FSB LEI IMPLEMENTATION GROUP The mandate 
of the FSB LEI hnplementation Group should be to prepare a draft global LEI Regulatory 
Oversight Committee Charter, proposals for the establishment of the LEI Regulatory 
Oversight Committee and related structures, develop all necessary legal documents for 
Regulatory Oversight Committee Operations, develop necessary intellectual property 
agreements and contracts, conduct research and provide recommendations on LEI related 
infonnation sharing anangements; set up the process and any necessary legal documentation 
necessary for establishment of the Central Operating Unit and its Board of Directors; and set 
up the process for establishment ofthe necessary Standards, protocols, mies and procedures 
and organizational design for the Central Operating Unit. 

757 Recommendation 35 

758 
759 
760 
761 

ESTABLISHMENT OF THE GLOBAL LEI SYSTEM The global LEI System will be 
established by the endorsement of the high level Charter for the Regulatory Oversight 
Committee by the G-20 Finance Ministers and Govemors in November or by the FSB 
Plenary in October 
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Executive summary 
This report sets out recommendations and proposals to implement a global Legal Entity 

Identifier (LEI) system that wil l uniquely identify parties to fmancial transactions. The report 

is provided to the Los Cabos Summh, to meet the mandate provided by the G-20 to the FSB 

at the Cannes Summh. 

Introduction 

There is widespread agreement among the public authorities and financial industry 

participants on the merits of establishing a uniform global system for legal entity 

identification. Such a system would provide a valuable 'building block' to contribute to and 

facilitate many financial stabüity objectives, including: improved risk management in firms; 

better assessment of micro and macroprudential risks; facilitation of orderly resolution; 

containing market abuse and curbing financial fraud; and enabling higher quality and 

accuracy of financial data overall. It would reduce operational risks within firms by mitigating 

the need for tailored Systems to reconcile the identification of entities and to support 

aggregation of risk poshions and financial data, which impose substantial deadweight costs 

across the economy. It would also facilitate straight through processing. But despite numerous 

past attempts, the financial industry has not been successful in establishing a common global 

entity identifier. The finance sector consequently lags well behind many other indusfries in 

agreeing and introducing a consistent global framework for entity identification. 

The fmancial crisis has provided a renewed spur to the development of a global L E I system. 

International regulators have recognised the importance of the L E I as a key component of 

necessary improvements in financial data Systems.^ To provide addhional impetus, the FSB 

was given a mandate by the G-20 to lead the co-ordination of international regulatory work 

and to deliver concrete recommendations on the L E I system by June 2012: 

'We support the creation of a global legal entity identifier (LEI) which uniquely identifies 

parties to fmancial transactions. We call on the FSB to take the lead in helping coordinate 

work among the regulatory community to prepare recommendations for the appropriate 

governance framework, representing the public interest, for such a global L E I by our next 

Summh.' (Cannes Summit Declaration) 

To take the work forward, the FSB set up a time-limited Expert Group of key stakeholders 

with the following mandate: 

• To deliver clear recommendations with respect to the implementation of a global L E I 

System to the FSB Plenary for endorsement. Specific recommendations should be 

presented for the following package: 

0 Governance framework for a global L E I 

0 Operational model 

0 Scope of L E I reference data, access and confidentiality 

0 Funding model 

0 Implementation and phasing 

' Committee on Payment and Settlement Systems and Technical Committee ofthe Intemational Organization of Securities 
Commissions, Report on OTC derivatives data reporting and aggregation requirement, final report, January 2012. 
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The value of strong co-operation between private sector stakeholders and the global 

regulatory community in developing ah L E I system is widely accepted. The Expert Group 

benefited fiom extensive input from an Industry Advisory Panel and discussions at a 

Workshop in Basel in March. The FSB is very gratefiil for the support. 

The FSB Plenary has reviewed and approved the recommendations of the Expert Group.^ 

This Report provides the recommendations of the FSB to the G20 Summh for the 

development and implementation of the global L E I system. 

Key considerations ̂ and challenges to overcome 

Given that a unique L E I system for financial markets offers manifold benefits, an obvious 

question is why such a system is not already in place? The principal reason is that the benefits 

ofthe System are collective and accrue to users and the broader public as a group. There are 

insufficiently strong incentives in private markets to overcome two sources of market failure. 

The first is a problem of collective action and co-ordination, reflecting the challenges of 

gaining agreement that a particular identification scheme offers the best approach. The second 

reflects the problem of launching a network. The benefits from the system increase as more 

and more parties acquire an LEI . A t the launch, however, as with other examples of network 

goods such as the telephone, the private incentives for potential early movers to acquhe an 

L E I are low. To date it has proved impossible to get over this initial hurdle relying purely on 

voluntary adoption and market incentives. 

These market failures support the view that the L E I is by nature a public goOd, offering 

collective benefits that are hard to capture by private market incentives alone. In practice, 

public intervention, for example, that mandates the use ofthe L E I for reporting of exposures 

or positions may be needed to break down such barriers and take the initiative forward. 

Removing such barriers provides an opportunity for a co-ordinated approach between the. 

public and private sector in delivering a global L E I system. That is why the recent CPSS-

IOSCO Report on data reporting and aggregation requirements emphasised that: "as a 

universally available system for uniquely identifying legal enthies in multiple financial data 

applications, LEIs would constitute a global public good." 

There are many areas where public and private sector interests in the global L E I system are 
fully aligned (such as unique identification of entities, high quality reference data, integrity of 
Systems, etc). But since the L E I system is by nature a public good, there is a need to make 
sure that the gains for the broader public are captured and that provision of the L E I is not 
exploited in ways that do not benefit the public. For example, i f regulators mandate use ofthe 
L E I System, then both LEI registrants and users have no altemative but to use it. Absent any 
choice, the market is captive. There are consequently incentives for suppliers of the L E I to 
exploit their privileged poshion and hence risks that suppliers face incentives to overcharge 
registrants, restrict access, cut corners on data quality, or to use a position of privileged access 
to L E I information to supply other revenue-generating serviees on non-compethive terms. 
These arguments provide the motivatiOn for the mandate provided to the FSB to produce 
recommendations for a govemance framework for the L E I that identifies and provides strong 

Membership of the Expert Group comprised representatives from both FSB members and key non-members from the 
global regulatory community with a major stake in the initiative such as the CFTC and ESMA. The Group greaüy 
benefited from the active input and advice of a private sector Industry Advisory Panel of 34 experts from across the globe 
as well as from participants in a public/private sector Workshop in Basel m March, 

2 



protection oftlie public interest, while encouraging compethive market forCes and mhigating 

monopoly threats. 

To foster confidence in the quality of the LEI and soundness of the L E I system, h is important 

that there is a unique identifier for each entity that registers, and that there are reliable, while 

flexible, operational principles and Standards applied to the origination and maintenance ofan 

LEI . Such principles and Standards wil l facilitate the consistent integration into a global 

System of enthies from jurisdictions with different regulatory, legal Systems and local 

language character sets. It is important to reflect and take into account such characteristics i f 

all such jurisdictions are to feel comfortable in joining the system over time. Moreover, in 

order to generate the maximum network benefits from broad coverage, h is important that the 

System has the capacity to expand quickly to include new jurisdictions and new registrants 

across the globe. Clear processes and protocols should be in place to facilitate the integration 

of registrars and registrants from new members into the system. It is also crucial that the 

global System is flexible and adaptable to take account of changes in financial markets and 

new potential uses. It must also provide appropriate protection of data covered by 

confidentiality and privacy restrictions governing some potentially important reference data in 

some countries, particularly regarding information on corporate relationships and ownership 

structures. 

Developing and implementing a global LEI system wi l l require active support and 
involvement from both the global regulatory community and from the private sector, 
including potential L E I registrants (both from the financial and non-financial sectors), 
Standard setters, data and system suppliers, academics and Consultants. To ensure global 
acceptance and the long-term fiiture of the L E I system, the public sector must put in place a 
govemance framework with a number of key objectives: to support the delivery of a pubhc 
good; to ensure that public interests in the system are protected; to promote common 
Standards; and to facilitate widespread global adoption. Such a framework wi l l provide a 
fransparent, open and fair system, that protects against the risk of abuse of dominant market 
poshions, and that facilitates quick adoption. Under this broad govemance framework, h is 
important to provide compethive market incentives for the private sector to develop and 
implement effective operational and technical solutions: to draw on expertise and specialism 
in local jurisdictions and globally in the development and Operation of registration, 
identification and information Systems; to establish coUaboration methods to leam from the 
successfiil development of similar identification Systems in other industries; to gain from the 
benefits of competition while facilitating co-operative solutions where appropriate; and to 
promote standardisation of approaches across the globe that benefit intemational financial 
markets, global fmancial integration and economic growth. The proposals and 
recommendations in the report consequently set out a framework that attempts to capture in a 
practical manner the benefits of both public sector and private sector involvement in taking 
forward the global LEI inhiative, while attempting to bridge different views on the 
appropriate boundary between public and private sector responsibihties. 

Proposals and recommendations 

The FSB strongly supports the development and implementation of a global L E I system. The 

report sets out 35 'Recommendations for the Development and Implementation ofthe Global 

L E I System' (Annex 2) to advance the practical implementation of such a system. 
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These recommendations are guided by a set of 'Global L E I System High Level Principles' 

that set out the objectives that the design of a global L E I System must meet (Annex 3). 

The broad aim of the proposals is to put in place a strong global governance framework to 

protect the public interest, while promoting an open, flexible, and adaptable operational model 

for the global L E I system. To be successfiil, the global L E I system should support'the needs 

and interests of both the regulatory community and the private sector, and encourage 

widespread adoption and take up across the globe in a phased manner. 

Widespread (and ultimately global) adoption wil l maximise the benefits of the global System. 

To support this objective, the FSB recommends that the global system should support a high 

degree of federation and extensive reliance on local implementation under agreed and 

commonly applied global Standards. In particular, the global L E I system should be designed, 

operated and govemed in a manner that ensures unique entity identification and consistency at 

the global level, while drawing on distributed local elements and local infiastructures where 

possible. Drawing on such local arrangements provides additional flexibility to deliver a high 

level of local Validation of reference data for the legal entities registering for an LEI , as well 

as meeting local jurisdictional requirements. 

The FSB recommends a three-tier structure for the global L E I system to meet the broad 

objectives (see attached Chart in Annex 1): 

• Regulatory Oversight Committee (ROC). The R O C wi l l have the uhimate 

responsibility for the governance of the global L E I system. It would comprise 

authorities which support the core principles and purposes of the system (as set out in 

the High Level Principles) and that are committed to support the govemance in the 

public interest. The FSB recommends that the governance principles and obligations 

are set out in a global LEI Regulatory Oversight Committee Charter that should be 

drawn up by the autumn. Endorsement of the Charter by the FSB or G-20 would 

establish the ROC. Membership of the ROC wil l be open to all authorhies wishing to 

participate in the global L E I system and that are committed to the objectives and 

commitments highlighted in the Charter. A n Executive Committee would be 

appointed by the Plenary to steer the work under guidelines to be set out in the 

Charter. 

• Central Operating Unit (COU). The Central Operating Unh is the pivotal 
operational arm of the global L E I system and has responsibility for delivering high 
quality Operations. In particular, the C O U has responsibility for ensuring the 
application of uniform global operational Standards and protocols that deliver: global 
uniqueness of the LEI ; seamless, open access to the global L E I and to high quality 
reference data for users (with the depth of access controlled by appropriate access 
rights^); as well as protocols and methods for how local Systems can connect to the 
C O U , including the necessary support ofthe local Systems. The C O U wih be a legal 
entity in the form of a not for profit foundation'* that wi l l rely on broad industry 

The COU will support the maintenance of a 'logically' centralised database of identifiers and corresponding reference 
data - as with the Intemet, the database will appear to users to be from a single seamless system, but again as with the 
Intemet, the data will be physically stored on different Systems across the globe. Technology will deliver the logical 
centralisation. 

Or body of equivalent legal form. 
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participation, expertise and knowledge to identify and develop the most 

technologically, financially and legally sound methods to implement the global L E I 

System in line with the Standards and framework defined by the ROC. A Board o f 

Directors (BOD) wil l direct the Operations o f the C O U . The Board may include both 

industry representatives and independent participants. The COU ' s B O D , in 

consultation with the ROC, wi l l provide recommendations on whether to outsource 

any particular fimction or Operation of the global L E I system or whether to develop a 

particular Solution "in-house." Those recommendations should be consistent with the 

High Level Principles o f the global L E I system and reflect the public good nature o f 

the System. 

• Local Operating Units (LOU). Local Operating Unhs wi l l provide the primary 

Interface for entities wishing to register for an LEI . They wi l l be the local 

implementers o f the global system. LOUs wi l l offer facilities such as local 

registration, Validation, and maintenance o f reference data; protection of information 

that must be stored locally; and wil l facilitate the use o f local languages and 

Organisation types. LOUs could build on local business registry or numbering 

Services to maximise the utilisation of local infrasfructures. In some jurisdictions, 

there may be multiple LOUs to encourage competition, in others there may be one 

which could reside or be operated in the private or public sector, in yet others there 

may be no L O U änd enthies wishing to acquire an L E I wil l need to apply across 

borders or to the C O U until the local infrastructure is established. In the latter case, i f 

an L O U is subsequently created, it wi l l be important to ensure that the L E I is 

portable (transferable) to the local jurisdiction. 

A n important objective in the system design is to ensure that the global L E I system has a self-

sustaining funding model. The model must ensure that the system is based on non-profit cost 

recovery^ and that there are no monopoly rents accruing to service providers. The proposed 

steady state funding system^ has two components: a local discretionary charge; and a 

common fee for support o f central functions o f the C O U and ROC. The cost of obtaining an 

L E I should be modest and not a barrier to acquisition. Access to the L E I and associated 

reference data wil l be free and open to all users, and there should be no 'bundling' o f other 

Services alongside the L E I by providers which forces users to pay directly or indirectiy for the 

LEI . 

The FSB encourages widespread adoption of LEIs and consequently supports that the 

ehgibility o f 'legal enthies' to apply for an L E I should be broadly defined, in order to ensure 

that all relevant entities can apply now and in the future as financial markets evolve and adapt. 

Uniqueness must be guaranteed, however, and so only one L E I may be assigned to any 

financial market counterparty. 

The initial reference data available at the launch of the L E I wi l l enable the unique 

identification o f the eligible legal entity. The subject reference elements are outlined in the 

recently issued Standard ISO 17442:2012, Financial Services - Legal Entity Identifier (LElf. 

The FSB endorses the recommendation o f the Expert Group that, as specified in ISO 

Albeit with provisions to ensure efficiency and avoid any gold-plating of costs. 

Start up funding is covered below. 

The Standard was published by the International Organisation for Standardisation on 30 May 2012. 
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17442:2012, the official name of the legal entity, the address of the headquarters of the legal 

entity, the address of legal formation, the date of the first L E I assignment, the date of last 

update of the LEI , the date of expiry^ business registry information (if applicable), alongside 

a 20 digh alphanumeric code^ should form the basis for the system at the launch of the global 

L E I initiative. 

The FSB concluded that h is very important that the system is adaptable and expandable and 

that new reference data can be added into the global system. In particular, the FSB 

recommends the rapid development of the Standards for L E I reference data on ownership and 

corporate hierarchies, as these data are essential to achieve one ofthe key objectives of risk 

aggregation for the global L E I system. The FSB consequently recommends that work is taken 

forward urgently to develop proposals and, i f necessary, global Standards for additional 

reference data on the direct and uhimate parents of legal enthies to address the current 

operational constraints that prevent timely and effective data aggregation. The next step in 

this work wil l need to address the challenge that some jurisdictions may not, at least 

immediately, be able to share such information due to confidentiality and privacy restrictions. 

That wi l l also affect where such data can be stored in the global L E I system (locally or 

centrally). Ideally, legal and technical arrangements can be put in place to enable sharing of 

confldential information among the global regulatory community, although this Warrants 

additional scrutiny. 

Implementation and next steps 

The FSB strongly supports rapid implementation ofthe global L E I system. Early delivery of 

the System would advance muhiple G-20 financial market inhiatives and provide manifold 

benefits to the global regulatory community as well as to the private sector. 

The FSB recommends adoption of an implementation plan with the goal of establishing an 

independent, open, fair and transparent global L E I system by the end of 2012 with the system 

independently fimctional by March 2013. Achieving this ambitious objective wi l l require high 

level political support and strong engagement and co-operation with a wide ränge of private 

sector stakeholders on the development of the C O U . That in tiim wi l l build on the successfiil 

interaction over the past four months between the FSB L E I Expert Group and the private 

sector, through the L E I Industry Advisory Panel and the Workshop. 

Subject to the G-20 supporting fiirther work to launch the global L E I , and entrusting 

preparatory work to the FSB, the FSB recommends establishing an L E I Implementation 

Group with a time and task-limited mandate to launch the global L E I system on a seif 

standing basis by no later than March 2013. 

The Implementation Group (IG) would build on and replace the current Expert Group and 
would comprise interested and wihing experts (legal, IT and other) fiom the global regulatory 
community. To reflect the global nature of the L E I initiative, the group would be led by 

' For entities with a date of expiry, the reason for the expiiy should be recorded, and, i f applicable, the LEI of the entity or 
entities that acquired the expired entity. 

' The technical code ofthe LEI should be a 20 digit alphanumeric number as set out in the ISO Standard 17442:2012. The 
code should not incorporate any intentional embedded mtelligence (such as a country reference) which would lead to the 
code becoming out of date. 
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representatives from different geographical regions. There are two principal Strands of work 

(as shown in Chart 1 overleaf): 

• Legal and policy work to develop the proposed Charter for the R O C together with 

the necessary documents governing the creation and Operation of the R O C and the 

COU. 

• Technology work with the private sector to establish the C O U . 

The initial objective of the legal workstream will be to develop the Charter for the R O C (see 

Annex 4: Initial Elements for Inclusion in a Charter for the Global Regulatory Oversight 

Committee) as well as other key legal documents such as the bylaws of the R O C and the legal 

framework for the establishment of a global LEI foundation charged with developing and 

operating the C O U . The G-20 may either assign the FSB the task of preparing and endorsing 

the Charter, or could decide to undertake the fmal endorsement itself at the Finance Ministers 

and Central Bank Govemors meeting in November. Endorsement ofthe Charter wil l establish 

the ROC^ ' . A small secretariat may be recruhed to support the R O C as determined by the 

ROC. Intemational fmancial institutions would be approached to see i f they would be 

prepared to support the establishment of the ROC. Once in place, the R O C wi l l be able to 

endorse and establish the COU, including appointing the first B O D according to criteria 

developed by the Implementation Group. A n early task is to analyse and develop practical 

methods for seed-corn fiinding for deveiopment ofthe global system (the preferred option is 

to approach charitable foundations that are interested in the area about fiinding a global L E I 

foundation which wi l l form the C O U ' ^ - other options, which could be complementary, 

include loans from IFIs or from the private sector). 

In parallel, the technology stream wil l undertake preparatory work with a wide ränge of 

private industry representatives interested in joining a global industiy L E I foundation 

consultative group ̂ '̂  to develop a central platform that wi l l facilitate the integration o f a local 

identification schemes (whether currently existing or emerging) into a logically centralised 

database of unique LEIs based on consistent Standards, protocols, procedures etc that appears 

seamless to users. This work wil l be taken over by the global L E I foundation or body of 

equivalent legal form under the direction of hs BOD, once the R O C is in place to formally 

establish the foundation/COU and appoint the Board'''. Once in place, the Board wi l l then 

have responsibility under the guidance of the R O C for finalising the development and 

implementation of the necessary Systems, including decisions on whether to build or buy 

particular components and serviees (including the option of complete contracting out). 

The attached report sets out the recommendations and implementation plan. 

Taking forward the development of recommendations for additional reference data to reflect ownership will form a third 
Strand. 

" The Charter will spell out the timeline and process to form the ROC as an operational Committee (eg membership, 
nomination of Chairman, secretariat, etc). 

Prelüninary discussions indicate interest on the part of such foundations and other non-govemmental organizations. 

" An open invitation and solicitation of interest would be made by the hnplementation Group via a public announcement 
upon endorsement of the Report by the G-20. 

"* Once the ROC has established the COU and appointed the Board, the COU will also have responsibility for the 
operational integration ofany existing pre-LEI solutions operated by potential LOUs (eg the CFTC CICI Solution - which 
is expected to be launched in mid 2012). 
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Annex 1: Global LEI system diagram 
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Annex 2: Recommendations for the development and implementation of the global LEI 
Sys tem 

The foUowing 35 recommendations are proposed by the FSB in order to develop and 

implement the global L E I system. They also include steps to be addressed by the 

recommended FSB L E I Implementation Group in the implementation phase of the global L E I 

initiative. 

Recommendation 1 

SETTING UP A GLOBAL LEI SYSTEM The FSB strongly supports the development and 

implementation of a global L E I system that uniquely identifies participants to fmancial 

transactions. 

Recommendation 2 

GLOBAL REGULATORY COMMUNITY REQUIREMENTS The L E I system should 

meet the requirements of the global regulatory community (including supranational 

organisations). The potential benefits of the LEI include: to support authorities in fiilfiUmg 

their mandates to assess systemic risk and maintain fmancial stability; conduct market 

surveillance and enforcement; supervise market participants; conduct resolution activities; 

prepare high quality fmancial data and undertake other regulatory functions. 

Recommendation 3 

GLOBAL LEI SYSTEM GOVERNING DOCUMENTS Global L E I system High Level 

Principles set out the principles and commitments that specify and define the governance and 

structure of the global LEI system. A global L E I Regulatory Oversight Committee Charter 

should specify the mission, role and responsibhities of the Committee as well as the process 

for its establishment. Support for the High Level Principles agreement and Charter wi l l 

indicate a desire to participate in the global LEI system. 

Recommendation 4 

SUPPORT OF FINANCIAL M A R K E T PARTICIPANTS The L E I system should be 

designed in a manner that provides benefits to fmancial market participants. 

Recommendation 5 

SYSTEM FLEXIBILITY Flexibility must be buih into the global L E I system to provide the 
capability for the system to expand, evolve and adapt to accommodate innovations in 
financial markets. It must also allow the seamless introduction of new participants. To these 
ends, critical Software and other relevant elements must be defmed and made publicly 
available without any licensing, intellectual property or similar restrictions under open source 
principles. The L E I should be portable'^ within the global L E I system. 

In this context a portable LEI means that the code could be transferred from one L O U to another LOU. This may be 
necessary, for example, in case of the LEI being obtained originally from a foreign L O U before a local L O U was 
established or i f an entity changed its legal address or headquarters, etc. 
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Recommendation 6 

COMPETITION AND ANTI-TRUST CONSIDERATIONS The L E I system should be 

designed to ensure that h is not "locked-in" with a particular service provider for any key 

System functions or processes, and that the principles of compethion are ensured on both 

global and local levels where appropriate. The governance framework should provide 

safeguards to ensure that competition principles and anti-trust considerations are upheld. The 

local implementation of the global L E I system should meet local anti-trust requirements. 

Recommendation 7 

FEDERATED NATURE OF T H E LEI SYSTEM The global L E I system should support a 

high degree of federation and local implementation under agreed and implemented common 

Standards. 

Recommendation 8 

SCOPE OF C O V E R A G E Eligibility o f l ega l entities' to apply for an L E I should be broadly 

defmed, in order to identify the legal enthies relevant to any financial transaction. No more 

than one L E I shall be assigned to any legal entify. 

Recommendation 9 

LEI REFERENCE DATA A T SYSTEM LAUNCH t he official name ofthe legal entity, 

the address of the headquarters of the legal entity, the address of legal formation, the date of 

the first L E I assignment, the date of last update of the L E L the date of expiry, business 

registry information (if applicable), alongside a 20 digit alphanumeric code should form the 

basis for the global system at the launch ofthe global L E I inhiative. For enthies with a date of 

expiry, the reason for the expiry should be recorded, and, i f applicable, the L E I of the entity or 

enthies that acquired the expired entity. 

Recommendation 10 

REVIEW OF SCOPE OF COVERAGE AND REFERENCE DATA The Regulatory 

Oversight Committee should undertake regulär reviews of the scope and extent of coverage of 

the L E I to reflect emerging regulatory and market requirements for the L E I use according to 

an agreed schedule. The Regulatory Oversight Committee should undertake regulär reviews 

of the L E I reference data according to a set schedule to monitor the r equired changes, 

addhions, retirements and modifications. 

Recommendation 11 

STANDARDS FOR T H E LEI SYSTEM The LEI system should meet, to the degree 
possible, evolving requirements ofboth the regulatory community and industiy participants in 
terms of information content, scope, timelmess and availability. The Regulatory Oversight 
Committee is responsible for the fmal determination for any Standards for the L E I to be 
utilised in the global LEI system. When proposing areas for the development of new 
Standards, the Regulatory Oversight Committee should stiongly consider utilising existing 
Standard setting organizations to develop such Standards, provided that such organizations 
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incorporate the requirements for the Standards as determined and communicated by the 

Regulatory Oversight Committee. 

Recommendation 12 

LEI REFERENCE DATA ON OWNERSHIP The FSB L E I Implementation Group should 

as soon as possible develop proposals for additional reference data on the direct and ultimate 

parent(s) of legal entities and relationship or ownership data more generally and to prepare 

recommendations by the end of 2012. The group should work closely with private sector 

experts in developing the proposals. 

Recommendation 13 

LEI OPERATIONAL AND HISTORICAL DATA The L E I system should maintain high 

quality records that retain relevant information on amendments (query, add, modify or delete 

of any data element) to data items as well as addhional data to facihtate the surveillance and 

control of the system by the C O U where appropriate. 

Recommendation 14 

CENTRAL OPERATING UNIT The mission and role ofthe Central Operating Unh should 

be to ensure the application of uniform global operational Standards and protocols that deliver 

global uniqueness ofthe LEI , seamless access to the global L E I and to high quality reference 

data for users with depth of access controlled by appropriate access rights, as weh as 

protocols and methods for how local Systems can connect to the Central Operating Unh. 

Recommendation 15 

FORMATION OF T H E CENTRAL OPERATING UNIT The L E I Implementation Group 

should develop a detaiied plan for the formation of the Central Operating Unh via the 

establishment of a not-for-profit LEI foundation'^ by interested industry participants under 

the oversight of the formed L E I Regulatory Oversight Conunittee. The foundation would rely 

on industiy participants, theh expertise and knowledge to identify and develop the most 

technologically, financially and legally sound methods to implement the global L E I system in 

line with the Standards and fiamework defmed by the Regulatory Oversight Committee. 

Representatives from all geographic areas and industry sectors would be invited to participate 

in the preparatory work underpinning the formation of the L E I foundation as the Central 

Operating Unh in a manner defmed by the Implementation Group. 

Recommendation 16 

BALANCED REPRESENTATION IN T H E CENTRAL OPERATING UNIT The 

Regulatory Oversight Committee and L E I Implementation Group should ensure that the 

global LEI foundation takes account of the interests of financial and non-financial industry 

participants from different geographic areas and economic sectors. 

Or body of equivalent legal form. 
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Recommendation 17 

L O C A L OPERATE^G UOTTS The L E I system should allow the local provision o f a l l L E I 

functions which the Regulatory Oversight Committee determines do not need to be 

centralised. The L E I system should enable the use of local languages, Organisation types and 

relationship structures as required. Procedures to integrate local Systems into the global LEI 

System should be developed by the L E I Implementation Group in consultation with local 

jurisdictions and potential Local Operating Units (when available) in a way and manner that 

meets the global L E I System High Level Principles. The Central Operating Unh of the L E I 

System should be able to provide support to Local Operating Unh Operations when necessary 

according to criteria and requirements established by the Regulatory Oversight Committee 

and administered by the Central Operating Unh. 

Recommendation 18 

LEI DATA VALIDATION The L E I system should promote the provision of accurate L E I 

reference data at the local level from L E I registrants. Responsibility for the accuracy of 

reference data should rest with the L E I registrant, but Local Operating Unhs have 

responsibility to exercise due dihgence in guarding against errors, as consistent with 

Regulatory Oversight Committee Standards, and to encourage necessary updating. The 

Central Operating Unh has responsibility to check registrations for global uniqueness and to 

coordinate reconciliation by Local Operating Units where necessary. Accuracy should be 

ensured at the local level by the registered enthies. Self-registration should be encouraged as a 

best practice for the global L E I system. 

Recommendation 19 

LEI ISSUANCE WHEN NO L O C A L REGISTRAR A V A I L A B L E AVhenever possible the 

L E I registration should take place with the relevant Local Operating Unh. When a Local 

Operating Unit is not available, the Regulatory Oversight Committee and a local jurisdiction 

(when Willing to engage) should agree on approaches for local entities to obtain LEIs. The 

Implementation Group should develop proposals for such mechanisms via: (1) establishing a 

mechanism of obtaining LEIs through other Local Operating Units; (2) establishing a 

mechanism of obtaining LEIs from a registration facility in the Central Operating Unit; and 

(3) any other mechanisms that are appropriate. 

Recommendation 20 

SUSTAINABLE FUNDING The steady state funding of the global L E I system should be 

self-sustainable and reliable. The funding system should be based on an efficient non-profit 

cost-recovery model. The system should have two components: a local discretionary charge; 

and a common fee based on the number of registrations in each L O U to pay for the centralised 

Operations in the Central Operating Unit, alongside any costs of implementing and sustaining 

the governance framework. Fees should be sufficiently modest not to act as a barrier to 

acquiring an LEI . 
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Recommendation 21 

G L O B A L REGULATORY OVERSIGHT COMMITTEE CHARTER The governance 

framework of the global L E I system should be developed at the international level in an open 

and transparent manner that supports collective governance of the global System. A global 

L E I Regulatory Oversight Committee Charter should set out the formation and Operations of 

the Regulatory Oversight Committee. The global L E I Regulatory Oversight Committee 

Charter should be prepared by the FSB L E I Implementation Group for endorsement by the G-

20 at the Finance Ministers and Central Bank Govemors meeting in November 2012 or by the 

FSB Plenary in October. 

Recommendation 22 

R E G U L A T O R Y OVERSIGHT COMMITTEE A Regulatory Oversight Committee, as 

specified in the Charter, should have the responsibility of upholding the governance principles 

and oversight of the global L E I system functioning to serve the public interest. The 

Regulatory Oversight Committee should be a body representing regulators and other 

government or supranational entities engaged in regulating or monitoring the fmancial system 

or markets. Membership and decision making processes would be estabhshed by the Charter. 

Wherever possible, decisions would be reached by consensus. 

Recommendation 23 

POWER AND AUTHORITY OF T H E REGULATORY OVERSIGHT COMMITTEE 
The Regulatory Oversight Committee has the ultimate power and authority over the global 

L E I System. Any power delegated to the Central Operating Unit, Local Operating Units and 

other entities can be reversed by the Regulatory Oversight Committee . The Regulatory 

Oversight Committee should establish a formal oversight plan to ensure that its directives to 

the Central Operating Unh or other parts ofthe system are enforced and that the govemance 

principles are upheld. 

Recommendation 24 

PARTICIPATION IN T H E REGULATORY OVERSIGHT C O M M I T T E E To 

participate in the L E I Regulatory Oversight Committee, an authority should indicate support 

for the global L E I High Level Principles and Charter for the Regulatory Oversight 

Committee. Authorities may elect to be a füll member ofthe Regulatory Oversight Committee 

or an observer. The rights and responsibihties of members and observer status participants 

should be defmed in the Charter. 

Local authorities may also reserve rights to be engaged in decisions on local registration Operations to the extent that they 
act in accordance with the High-Level Principles ofthe LEI System. 
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Recommendation 25 

LEVERAGING INFRASTRUCTURE OF A N INTERNATIONAL FINANCIAL 
ORGANISATION In developing proposals to establish the Regulatory Oversight Committee 

following agreement on the Charter, the Implementation Group should i f possible and, subject 

to agreement, leverage on the existing infrasttucture of an international fmancial Organisation 

to inhiate and stand-up the global L E I govemance structure in a timely manner, utilising the 

experience of the international Organisation in executing international inhiatives. 

Recommendation 26 

GOVERNING DOCUMENTS FOR T H E CENTRAL OPERATING UNIT Alongside the 

development of the global Charter, the Implementation Group should develop legal 

documents goveming the mandate provided by the Regulatory Oversight Committee to the 

Central Operating Unh as well as other legal documents needed to specify the füll govemance 

framework for the global L E I system. 

Recommendation 27 

BOARD OF DIRECTORS OF T H E CENTRAL OPERATING UNIT The Centtal 

Operating Unh shall have a Board ofDirectors. The Regulatory Oversight Committee has the 

right to veto membership of the B O D , as well as to remove members. The R O C has the right 

to appoint independent members'^. 

Recommendation 28 

FORMATION OF T H E INITIAL BOARD OF DIRECTORS OF T H E CENTRAL 
OPERATING UNIT The Central Operating Unh's inhial Board of Directors should be 

appointed by the Regulatory Oversight Committee, taking into account the need for 

geographic and sectoral diversify. The Implementation Group should develop the fitness 

criteria, size, role etc for the B O D that should be reviewed in two years by the Regulatory 

Oversight Committee. 

Recommendation 29 

POWERS AND FUNCTIONS OF T H E BOD OF THE CENTRAL OPERATING UNIT 
The Board ofDirectors of the Central Operating Unh should be granted powers to direct the 

management and Operations of the Central Operating Unh in line with the overall Standards 

set by the Regulatory Oversight Committee. 

Recommendation 30 

CONTINGENCY ARRANGEMENTS The Regulatory Oversight Committee is responsible 
for setting and overseeing the application ofbusiness continuify Standards for the global L E I 
System in line with best practices for key fmancial infrasttucture. Rules and procedures should 
be defined that the Central Operating Unh and Local Operating Units must follow in case of 

In this context independent members mean non-industry representatives. 
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insolvency, bankruptcy, etc in order to ensure continuity ofthe global L E I system. A protocol 

should also be developed for maintenance of secure parallel copies of the L E I , in a manner 

that respects local laws. 

Recommendation 31 

LEI INTELLECTUAL PROPERTY The L E I Implementation Group should conduct 

analysis and provide recommendations on the treatment of the " L E I " intellectual property 

(such as the L E I code, Software, reference data, any other LEI data, operational protocols, etc) 

according to the principles of open access and the nature of the L E I system as a public good. 

The objective ofthis analysis shall be to ensure a regime that assures the availability in the 

public domain, without limh on use or redistribution, of L E I data, reference data, and 

processes. Any intellectual property rights should be held by, or licensed to the global L E I 

foundation unless defmed otherwise by the Regulatory Oversight Committee. Copyright 

should be used to the extent possible to promote the free flow or combination of infonnation 

from disparate sources. 

Recommendation 32 

FSB LEI IMPLEMENTATION GROUP Subject to the G-20 supporting fiirther work to 

launch the global LEI , and entrusting implementation planning to the FSB, an FSB L E I 

Implementation Group (IG) should be established with a clear mandate to launch the global 

L E I System on a seif- standing basis. The L E I Implementation Group should cease to exist 

upon formation of the Regulatory Oversight Committee which should be by 31 March 2013 at 

the latest. 

Recommendation 33 

STRUCTURE OF THE FSB LEI IMPLEMENTATION GROUP A time-limited FSB 

L E I Implementation Group of interested and wüling experts (legal, IT, and other) fiom the 

global regulatory community that includes interested parties from the FSB L E I Expert Group 

should be formed to take the global LEI initiative forward into the global hnplementation 

phase until the Regulatory Oversight Committee is established. The IG should be led by 

representatives from different geographic areas to reflect the global nature of the L E I 

initiative and will be supported by the FSB Secretariat. The IG should develop proposals for 

the global L E I system stand-up as defined in the mandate below for review and endorsement 

by the FSB Plenary in October 2012 and, as appropriate, fmal review and endorsement by G-

20 Finance Ministers and Cential Bank Govemors in November 2012. 

Recommendation 34 

RESPONSIBILITIES OF T H E FSB LEI IMPLEMENTATION GROUP The mandate of 
the FSB LEI Implementation Group should be to prepare a draft global L E I Regulatory 
Oversight Committee Charter, proposals for the establishment of the L E I Regulatory 
Oversight Committee and related structures, develop all necessary legal documents for 
Regulatory Oversight Committee Operations, develop necessary intellectual property 
agreements and contracts, conduct research and provide recommendations on L E I related 
information sharing arrangements; set up the process and any necessary legal documentation 
necessary for estabhshment of the Central Operating Unh and hs Board ofDirectors; and set 
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up the process for estabhshment of the necessary Standards, protocols, rules and procedures 

and organizational design for the Central Operating Unh. 

Recommendation 35 

ESTABLISHMENT OF T H E GLOBAL LEI SYSTEM The global L E I system wi l l be 

established by the endorsement of the high level Charter for the Regulatory Oversight 

Committee by the G-20 Finance Ministers and Govemors in November or by the FSB Plenary 

in October. 
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Annex 3: Global LEI System High Level Principles 

The global L E I system High Level Principles have been prepared to guide the development of 

the global L E I system, in line with the G-20 mandate of developing a govemance framework 

that represents the public interest. The recommendations for the development and 

implementation of the global L E I system in Annex 2 draw on the High Level Principles. 

1. The Global L E I system should uniquely identify. participants to financial 

transactions. 

2. The L E I system should meet the requirements of the global regulatory community 

for accurate, consistent and unique entity identification. 

3. The L E I system should be designed in a manner that provides benefits to financial 

market participants. 

4. . Flexibility must be buih into the global LEI system to provide the capability for the 

System to expand, evolve, and adapt to accommodate innovations in fmancial 

markets. 

5. . The LEI system should not be "locked-in" with a particular service provider for any 
key System functions or processes. The principles of competition should be ensured 

on both global and local levels where appropriate. 

6. The.global L E I system should support a high degree of federation and local 

implementation under agreed and implemented common Standards. 

7. The L E I system should meet evolving requirements of both the regulatory 

community and industiy participants in terms of information content, scope of 

coverage, timeliness and availability. 

8. The L E I Regulatory Oversight Committee should have the responsibility of 

upholding the governance principles and oversight of the global LEI system 

functioning to serve the public interest. The Committee has the ultimate power and 

authority over the global L E I system. 

9. The mission, role and responsibihties of the R O C shall be specified by the global 

L E I Regulatory Oversight Committee Charter, which shall establish the Committee. 

10. Participation in the global L E I Regulatory Oversight Committee shall be open to all 

authorhies subscribing to the High Level Principles and to the objectives and 

commitments in the Charter. 

11. The L E I Central Operating Unit should have the mission and role to ensure the 

application of uniform global operational Standards and protocols set by the ROC 

and act as the operational arm of the global L E I system. It shall be estabhshed as a 

foundation or legal equivalent. 

12. The L E I Cential Operating Unit should have a balanced representation of industry 

participants from different geographic areas and sectors of economy. Its Board of 

Directors should be selected from industry representatives, plus independent 

participants. 
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13. The L E I system should allow the local provision by Local Operating Units of all L E I 

functions which the R O C determines are not required to be centralised. 

14. The L E I System should promote the provision of accurate L E I reference data at the 

local level from L E I registrants and ensure global uniqueness ofthe registrants. 

15. Any global universal intellectual property rights should belong to the global LEI 

System. 
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Annex 4: Initial elements for inclusion in a Charter for the global LEI Regulatory 
Oversight Committee (ROC) 

The inhial elements for inclusion in a Charter for the global L E I Regulatory Oversight 

Committee (ROC) outlines a number of high level elements that could be considered for 

incorporation in the development of the proposed Charter. 

Mission ofthe ROC 

• To govem the global LEI system in the public interest in accordance with the global 

L E I System High Level Principles. 

• To take any action deemed necessary to protect the public interest in respect of the 

global L E I System. 

Objectives ofthe Charter 

• To provide high level agreement on the governance framework for the global L E I 

System. 

• To establish the R O C as the regulatory governance body for the global L E I system. 

• To specify the mandate and objectives ofthe ROC. 

• To provide the R O C with authority and power to take any action necessary to protect 

the public interest in respect ofthe global L E I System. 

Commitments and Obligations 

Authorities abiding by the Charter agree to: 

• Uphold the agreed, global, govemance principles to protect the public interest in 

relation to the global L E I system. 

• Participate in the work ofthe Regulatory Oversight Committee. 

• Support the introduction ofthe global L E I for regulatory purposes. 

Membership 

• Participation in the ROC shall be open to all regulatory authorities, jurisdictions and 
supranational authorities that agree to the High Level Principles for the global L E I 
System and that are willing to subscribe to the commitments specified in this Charter. 

Mandate and Responsibihties of the Regulatory Oversight Committee 

• The ROC shall have responsibility for upholding the govemance principles and 
oversight of the global L E I system functioning to serve the public interest. 

• The ROC shall have responsibility for protection of the public interest: to protect the 

public good of the global L E I system and to mitigate any potential for the 

exploitation of privilege and market power. Specific objectives include: 

o Assuring open and free access to publicly available data. 
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Data should be non-proprietary, with no 'bundling of serviees , or 

restrictions on access or redistribution; 

A l l public data should be readily available on a continuous basis, free 

of Charge; 

Confldential data must be suitably protected; 

Data and operating processes should not be subject to any type of 

Intellectual Property restrictions; 

o Assuring open access to the acquisition of an LEI . Entities required to, or 

wishing to, obtain an L E I should be able to acquire one under open, and non-

discriminatory terms: 

Fees, where and when imposed, should be modest and set on a non­

profit cost-recovery basis^". The operational model must be efficient 

and avoid excessive costs. Budgeting frameworks should be clear and 

consistent. 

No restrictions should be placed on the use of the L E I by the regisfrant. 

o No competitive advantage should apply to any entity involved in the L E I 

System. 

o Ensuring that the L E I system meets public sector requirements, including: 

Ensuring uniqueness, accuracy, reliability, portability and persistence 

of the L E I code and reference data. 

Proposing new Standards for the L E I system that serve the public 

interest and reflect market changes. Modifying existing Standards as 

required. 

• . Promoting the use and scope of the L E I to expand the collective benefit 

from widespread adoption. 

Utilising local language and character sets, as well as ensuring access 

to the whole system in a common language. 

• The ROC shall have the ultimate responsibility for developing Standards and general 

policies and overseeing the functioning of the global L E I system in the public 

interest irrespective of whether those functions are delegated or not. This should 

include the following: 

o Plans, policies, and strategy for the global L E I system 

o Standards for L E I reference data 

o Approval of budgets of the Central Operating Unit 

o Approval of material contracts to avoid 'vendor dependence' 

The LEI should be ireely and openly available and should not be tied (or 'bundled') to the provision of other Services. 

It is possible that some jurisdictions could be Willing to fiind the LEI issuance trom public sources and provide LEIs to its 
local entities free of charge. 
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0 Business continuity Standards 

0 Audit of tlie system for fmancial control, best business practices, data quality 

Standards, etc. 

o Recognition and termination of Local Operating Units and registration 

agencies^^. 

Functions and Powers 

• The R O C has the ultimate power and authority over the global L E I system. Any 

power delegated to the Central Operating Unit, Local Operating Units and other 

enthies can be reversed by the ROC. 

• The R O C has responsibility for establishing the global L E I foundation or body of 

equivalent legal form as a legal form that wi l l operate the Central Operating Unit as 

well as the criteria for participation in the foundation. 

• The R O C shall appoint the initial Board of Directors of the Central Operating Unit 

and has the power to veto or remove Directors thereafter. The R O C has the power to 

appoint independent Directors to the Board ofthe C O U . 

• The R O C should establish a formal oversight plan to ensure that its directives to the 

C O U or to other parts of the global L E I system are enforced and that the governance 

principles are upheld. 

• The R O C has the right and should have the ability to audit the parties engaged in the 

global L E I System and appoint mdependent auditors. 

• The R O C should have the ability to adjudicate disputes. 

Structure ofthe R O C 

• The R O C should be composed of the ROC Plenary and R O C Executive Committee. 

• Plenary: A l l participating authorities shall be members ofthe Plenary. The Plenary is 

the ultimate decision making body ofthe ROC. 

• Executive Committee: A n Executive Committee shall be selected from among the 

Plenary membership to direct the functioning of the R O C . 

o Membership shah be balanced jurisdictionally and regionally and also in terms 

of expertise and functions (eg prudential regulators, market regulators, cenfral 

banks, etc), Crheria to be determined. 

o Responsibilities ofthe Executive Committee to be determined. 

• Chah: A chair ofthe R O C shall be appointed. Role, terms, appointment procedure, 

etc to be determined. 

• Observer status: Authorities may participate as observers in the ROC. Role of 
observers and criteria for participation to be determined. 

^' Local authorities may also reserve rights to be engaged in decisions on local registration Operations to the extent that they 
act in accordance with the High Level Principles ofthe LEI system. 
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Decision making 

• Decisions shall be made by consensus, wherever possible. 

• Voting arrangements to be decided in cases where consensus is not possible. 

Sub-Committees and Advisory Panels 

• The R O C wi l l create Sub-Committees to undertake key fimctions as h judges 

necessary. The mandate and responsibihties of any such Sub-Committees shall be 

decided bythe ROC. 

• The R O C may also appoint public or private sector Advisory Panels as h judges 

necessary.. 

Secretariat and Administration 

• A R O C Secretariat should be formed to support ROC activities as required. 

• Size, role, and location of any central secretarial function for the R O C to be 

determined. 

• The cost of any cential governance function shall be provided from centrally 

collected registtation fees. 

Establishment 

• The R O C shall be established upon endorsement ofthis Charter by the G-20/ FSB. 

The Charter wi l l spell out the timeline ahd process to form the ROC as an operational 

Committee (eg membership, nomination of Chairman, secretariat, etc). 
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I. Introduction 

Introducing a single global system for uniquely identifying parties to financial transactions 

would offer many benefits. There is widespread agreement among the global regulatory 

community and fmancial industry participants on the merits of establishing such a legal entity 

identifier (LEI) system. The system would provide a valuable 'building block' to contribute to 

and facihtate many financial stability objectives, including: improved risk management in 

firms; better assessment of micro and macroprudential risks; facilhation of orderly resolution; 

containing market abuse and curbing financial fiaud; and enabling higher quality and 

accuracy of financial data overall. But despite numerous past attempts, the financial industry 

has not been successful in establishing a common global entity identifier and lags well behind 

many other industries in agreeing and introducing a common global approach to entity 

identification. 

The fmancial crisis has provided a renewed spur to the development of a global L E I system. 

Intemational regulators have recognised the importance of the L E I as a key component of 

necessary improvements in financial data systems^^. The value of strong co-operation 

between private sector stakeholders and the global regulatory community is widely accepted. 

To provide additional impetus, the FSB' was given a mandate by the G-20 to lead the co­

ordination of intemational regulatory work and to deliver concrete recommendations on the 

L E I System by June 2012: 

'We support the creation of a global legal entity identifier (LEI) which uniquely identifies 

parties to financial transactions. We call on the FSB to take the lead in helping coordinate 

work among the regulatory community to prepare recommendations for the appropriate 

governance framework, representing the public interest, for such a global L E I by our next 

Summh.' (Cannes Summh Declaration) 

To take the work forward, the FSB set up a time-limited Expert Group of key stakeholders 

with the following mandate: 

• To deliver clear recommendations with respect to the implementation of a global L E I 

System to the FSB Plenary for endorsement. Specific recommendations should be 

presented for the following package: 

o Govemance framework for a global LEI ; 

0 Operational model; 

0 Scope of LEI reference data, access and confidentiality; 

0 Funding model; 

0 Implementation and phasing. 

Committee on Payment and Settlement Systems and Technical Committee ofthe Intemational Organization of Securities 
Commissions, Report on OTC derivatives data reporting and aggregation requirement, fmal report, January 2012. 
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The FSB Plenary has reviewed and approved the recommendations of the Expert Group . 

This Report provides the recommendations of the FSB to the G20 Summh for the 

development and implementation of the global L E I system. It has eight sections. Section II 

outlines the objectives of the global L E I system and the potential benefits and uses. 

Challenges to overcome in developing and implementing a global system are addressed in 

Section III. The subsequent section sets out principles underpinning the framework and 

design ofthe global LEI system. Section V outlines the potential coverage of the L E I and the 

reference data associated with it Section V I describes the operational framework for the 

global L E I System, highlighting the key Operations and functions. The following section 

outlmes the specific regulatory objectives required to protect the public interest and sets out 

proposals for a global govemance framework to deliver them. Section VIII provides concrete 

recommendations on the launch of the global L E I system, including setting out the way 

forward and next steps. 

II. Objectives of the global LEI system 

The current problem The lack of a common, accurate and sufficiently comprehensive 

identification system for parties to financial fransactions raises many problems. For example, 

as outlined in the recent report by CPSS-IOSCO on OTC derivatives data reporting and 

aggregation requirements^'^, a single firm may be identified by different names or codes which 

an automated system may interpret as references to different firms. Thus in the example 

outhned, the firm J.P.Morgan may be identified as "Morgan", "JP Morgan", "J.P.Morgan", 

" JPM" , or "J.P. Morgan" which an automated system may ascribe to different entities, thus 

rendering data aggregation and Validation very difficult. Individual firms may resoive this by 

spending large amounts of money on "data cleaning" and on developing bespoke IT and data 

management Systems to enable internal reconciliation and data aggregation. Such Systems are 

costly and cannot be reconciled across firms. Deadweight costs across the economy from such 

an approach are high. 

Objectives of the global LEI system The ultimate aim is to put in place a system that could 
deliver unique identifiers to all legal enthies participating in financial markets across the 
globe. Each entity would be registered and assigned a unique code that would be associated 
with a set of reference data (e.g. basic elements such as name and address, or more complex 
data such as corporate hierarchical relationships). Potential users, both regulators and 
industry, would be granted free and open access to the L E I and to shared reference 
information for any entity across the globe and could build this into their intemal automated 
Systems. A high quality L E I would thus offer substantial benefits to financial firms and 
market participants that currently spend large amounts of money on reconciling and validating 

Membership of the Expert Group comprised representatives jfrom both FSB members and key non-members firom the 
global regulatory community with a major stake m the initiative such as the CFTC and ESMA. The Expert Group greatly 
benefited fi-om the active mput and advice of a private sector hidustry Advisory Panel of 34 experts fi-om across the globe 
as well as fi-om participants in a public/private sector Workshop in Basel in March. 

Committee on Payment and Settlement Systems and Technical Committee of the Intemational Organization of Securities 
Commissions, Report on OTC derivatives data reporting and aggregation requirement, fmal report, January 2012. 
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counterparty mformation, as well as offering major gains to risk managers and the regulatory 

community in relation to the identification, aggregation and pooling of risk information. 

PubUc sector interests and uses A system enabling unique identification of legal enthies, 

supported by high quality reference data, offers substantial benefits across a wide ränge of 

regulatory work and fmancial stability analysis. The L E I provides a powerful foundational 

tool to enhance the monitoring and management of systemic risks. Among the potential 

benefits are: 

• Improved data aggregation and analysis: It wih be easier to combine and verify 

data, both within individual firms, supporting microprudential risk assessment, and 

across firms, supporting the mapping of system-wide risks and macroprudential 

assessment. That should also improve the quality, accuracy and integrity of 

regulatory data capture Systems and of fmancial data overall. The first use ofthe L E I 

in a number of jurisdictions will be for the reporting and aggregation of data on OTC 

derivatives as recommended by CPSS-IOSCO^^. 

• Enhanced prudential supervision: As well as supporting better internal risk 

management, a common identifier wil l fachhate information sharing about legal 

enthies between regulators and across borders. That wi l l enable better supervision of 

cross-border firms and firms whose business lines are overseen by muhiple 

regulators. 

• Support for orderly resolution: Improved clarity on intemal structures of complex 

firms and on exposures by individual legal entity wi l l support enhanced crisis 

management and resolution^^. 

• Protection against market abuse: Clear and unique identification of parties to 

financial transactions should act as a bulwark against market abuse and help to curb 

financial fraud. 

Private sector interests and uses Introduction of a high quality global L E I system would 

also provide substantial gains to private sector participants in financial markets. Particular 

benefits include: 

• Improved risk management: The LEI would enable firms to strengthen the 

accuracy, integrity, and aggregation of data across entities and subsidiaries and thus 

improve counterparty risk data and management, as well as supporting enhanced data 

modelling and analysis. Better data would also facilitate limit setting and position 

monitoring. 

• Operational efficiency: Many firms spend large sums of money on data cleaning 
and reconciliation of data and poshions across different business lines and internal 
entities. A n accurate global L E I system with widespread take up among financial 
market participants could lead to large gains in processing and settlement efficiency, 
by enabling and underpinning automated straight through processing of information. 

Committee on Payment and Settlement Systems and Teclmical Committee of thie Intemational Organization of Securities 
Commissions, Report on OTC derivatives data reporting and aggregation requirement, fmal report, January 2012. 

FSB, Key Attributes of Effective Resolution Regimes for Financial Institutions, October 2011. 
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Such gains would benefit all financial market users, as efficiency savings are passed 

on to customers. 

• Enhanced regulatory reporting: A global LEI system should lead to more precise 

and accurate regulatory reporting, as well as supporting the production of data for 

recovery and resolution planning. 

Global coverage The benefits of a legal entity identification system arise from widespread 

adoption. As with other identification Systems and networks, users obtain additional benefits 

the more other users adopt the system. The maximum benefits consequently accrue from 

eventual implementation across the whole global fmancial system. To support that ultimate 

aim, an important objective is consequently to ensure that widespread take up ofthe system is 

encouraged and that appropriate account is taken of important national characteristics in 

designing the govemance and operational characteristics ofthe global system. 

Global unique number The benefits also arise from a guarantee of uniqueness - that the L E I 

Code provides an accurate and unique link to the particular registrant, and that the associated 

reference data are up to date and reliable. The existence of muhiple LEIs for the same entity 

would quickly lead to a breakdown of trust and confidence in the System that would lead to 

rapid obsolescence and a loss of all the potential benefits'. Ensuring that each entity has a 

unique code is an essential objective ofthe system. 

CORE LEI DATA ELEMENTS 

(see Recommendation 9 for a complete list) 

• Legal entity name 

• Address of the headquarters 

• Address oflegal formation 

• Business registry ID (where 
applicable) 

• Business registry name (Where 

LEGAL ENTITY mENTIFIER 

YUV8PRHOZSRFRC4J0269 

Global consistency Users are looking for high quality reliable information on all enthies 
registered in the global LEI system. An important objective is consequently to ensme that 
high Standards apply to the registration of entities and to the granting of the LEI , and that 
there is consistency of approach across the whole system. 

Examples from other industries There are a number of examples of successful introduction 

of identification schemes in other indusfries fiom which the financial sector can draw. 

Prominent examples are supply chain management in the consumer goods industry (using bar 

code technology), transportation of hazardous chemicals, and recent inhiatives to identify and 

codify products in the entertainment and music indusfries. In each case there was sufficient 
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co-ordination and collective interest to overcome the inertial forces outlined above, and to 

capture the benefits firom a common, unique, identification scheme. 

Recent private sector initiatives to introduce an LEI in the financial sector Over the past 

several years, there has been renewed interest in the fmancial sector in the introduction of an 

LEI, stimulated by regulatory proposals to improve the reporting and aggregation of data on 

OTC derivatives in line with G-20 recommendations, but also stemming firom the recognition 

of the collective benefits to fmancial market participants of a unique identification system. 

The private sector is understandably very keen to harness such benefits and to offer proposals 

for the design and implementation of the system that draw on private sector expertise in 

building and running fmancial market infrastructure. It is important to draw on. private sector 

expertise in such Operations and to marshal competitive forces where possible to promote 

efficiency and encourage innovation. A number of proposals were put forward in response to 

the CPSS-IOSCO consultation paper on the reportmg and aggregation of OTC derivatives 

data. A recurring aspect, however, in the responses is that regulatory support for the initiative 

is an important element, to provide comfort that there will be sufficient take up to overcome 

the disincentives that inhibh early adoption described above. 

III. Key considerations and challenges to overcome in building a global LEI system 

In designing and implementing a unique entity identification system for parties to financial 

transactions, there are a number of challenges to overcome. This section addresses a number 

of market failures that have to date prevented the infroduction ofsuch a system and how they 

may be resolved. It also highlights a number of issues that need to be taken account of in the 

design and implementation, to ensure that the maximum benefits are captured and that 

perverse incentives are mitigated and do not undermme the system. 

Why is there not a common, accurate and comprehensive global identification system in 
financial markets? Given that a unique LEI system is a simple idea which offers manifold. 

benefits, an obvious question is why is such a system not already in place? The principal. 

reason is that the henefits of the system are collective and accrue to users and the broader 

public as a group. There are insufficiently strong incentives in private markets to overcome 

two sources of market failure: 

• Collective action and co-ordination problems: To take the initiative forward, there 

first needs to be collective agreement that a particular identification system is the 

right one. Each individual firm has a natural incentive to promote their own system 

as that would minimise the costs of adoption. Gaining widespread agreement on a 

common system to be used by ah parties is difficuh. But without it, there is no 

incentive to move. 

• Network effects: As highlighted above, the benefits from the system increase as more 
and more parties acquire an L E I . The larger the network, the larger the gams. A t the 
launch, however, as with other examples of network goods such as the telephone, the 
private incentives for potential early movers to acquire an L E I are low. For example, 
without extensive coverage of financial entities, there would clearly be little potential 
benefits provided from better codification and aggregation of counterparty frades and 
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risk positions. To date, it lias consequently proved impossible to get over this inhial 

hurdle relying purely on market incentives and voluntary adoption. 

These market failures support the view that the LEI is by nature a public good, offering 

collective benefits that are hard to capture by private market incentives. Overcoming them 

within the private sector alone relies on strong co-operation and co-ordination among key 

stakeholders. That is necessary to ensure that there is sufficient adoption and take up by 

market participants to generate critical mass and to provide network benefits. In practice, 

public intervention, for example, that mandates the use of the L E I for reporting of exposures 

or positions, may be needed in some cases to break down such barriers and take the initiative 

forward. Removing such barriers would provide an opportunity for a co-ordinated approach 

between the public and private sector in delivering a global L E I system. The role of the public 

sector is to put in place a govemance fiamework that protects the public interest. That m turn 

provides a platform to harness the technical skills of the private sector to deliver an effective 

operational system, underpinned by market forces and incentives. 

Why public sector governance is required There are many areas where public and private 

sector interests in the global LEI system are fiilly aligned (such as unique identification of 

entities, high quality reference data, integrity of Systems, etc). But as the L E I System is by 

nature a public good, there is a need to make sure that the gains for the broader public are 

captured and that provision of the L E I is not exploited in ways that do not benefit the public. 

In particular, while offering many benefits, a potential undesired consequence of active 

regulatory promotion ofthe system is that it also provides substantial power to the provider(s) 

of the System. Abuse of such power could work against the fundamental public interest. For 

example, i f regulators mandate use of the L E I system, then both L E I registrants and users 

have no alternative but to use h. The market is captive. There are consequently incentives for 

suppliers of the L E I to exploh their privileged poshion and hence risks that supphers face 

incentives to overcharge registrants, restiict access, cut comers on data quality, or to use a 

position of privileged access to L E I information to supply other revenue-generating Services 

on non-competitive terms. These arguments provide the motivation for the mandate provided 

to the FSB to produce recommendations for a govemance fiamework for the L E I that 

identifies and provides stiong protection of the public interest. 

The case for public intervention As highlighted above, public intervention promoting the 
use of the L E I is likely to be needed to overcome the market failures outiined above. For 
example, mandatory use of the L E I for public reporting would encourage respondents to adapt 
their internal Systems to meet the new demands. A major associated benefit is that consistent 
introduction of the public requirement resOlves the collective action problem (as all reporters 
are required to use the chosen system) and helps to solve the network problem (as the public 
intervention eliminates the initial disincentives to adopt the system at the start). Promotion of 
the LEI by the global regulatory community would consequentiy offer multiple benefits to 
both the public and private sectors. 

Uniformity of principles, Standards, and operational approaches To foster confidence in 

the quality of the L E I which is essential i f there is to be widespread adoption and usage, it is 

important that there is a unique identifier for each acquiring entity, and that there are high, 

consistent operational principles and Standards applied to the origination and maintenance of 

an LEI . Such principles and Standards wil l facilitate the consistent integration into a global 
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System of entities from jurisdictions witli different regulatory, legal Systems and local 

language character sets that are important to reflect and take into account i f all such 

jurisdictions are to feel comfortable in joining the system. The govemance framework and 

operational model implementation must ensure that the common Standards are applied across 

the System to deliver the necessary consistency, and enable users to access the whole system 

from a common source. . 

The global reach: expandability and adaptability In order to generate the maximum 

network benefits from broad coverage, it is important that the system has the capacity to 

expand quickly to include new jurisdictions and new regisfrants. Clear processes and 

protocols should be in place to facilitate the integration of registrars and registrants from new 

members into the system. It is also crucial that the global system is flexible, extendible and 

adaptable to take account of changes in financial markets and new potential uses. For 

example, there must be clear procedures for the identification and introduction of new 

reference data where warranted. 

Confidentiality challenges The gains from the introduction of the global L E I arise from 

unique identification of entities, from the links to high quality reference data relating to the 

entities, and from widespread adoption of the system. The provision of open and free access 

to publicly available data is an important objective. One challenge is that there are 

confidentiality and privacy restrictions governing some potentially important reference data in 

some countries, particularly regarding information on corporate relationships and ownership 

struchires. Such data are important to both the global regulatory community and private firms 

as they enable aggregation of information within complex financial groups which is essential 

to the analysis of exposures and to the development of improved systemic risk measures. The 

govemance system design must, therefore, take account of the legal constraints on the storage 

and transmission of such data, for example, by ensuring that the data are stored in particular 

jurisdictions and that there are rigorous controls on access. 

Incentives for regulatory and industry adoption As highhghted above, support from the 
regulatory community for the adoption of the L E I in different areas of regulatory reporting 
would help to break down the collective action problems and stimulate usage and take up. A 
key consideration in the design ofthe proposed governance framework and operational model 
is consequently to ensure that the approach meets the requirements and needs of the 
regulatory community across the globe, in order to deliver widespread buy in. Equally, h is 
important that the adopted approach meets the needs of financial market participants for a 
unique entity identification scheme, so that voluntary take up is encouraged alongside usage 
promoted by financial regulators. Ensuring that there are incentives to attiact market 
participants to register voluntarily for an L E I is consequently an important goal. 

The role of the private sector in delivering the global LEI system While the public sector 
has a key role to play in overcoming market failures and providing an accompanying strong 
governance framework to protect the public interest, the private sector has an equally 
important role in building and operating the system that dehvers the global LEI . Experience 
from many other industries in developing, designing and successfully implementing 
identification Systems clearly demonsfrates that the challenge of building a global L E I system 
for the financial sector is not primarily technological. But equally, h is essential to draw 
effectively on private sector expertise and know how to make sure that the operational 
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ftamework is efficient, technically sound and robust, and benefits wherever possible firom 

market forces and competition. 

A key aim ofthe govemance framework is to set out a platform of objectives, guidelines, and 

Standards for the global L E I system which then enables the private sector to innovate in 

delivering technical and operational solutions. The challenge is to ensure that the framework 

provides the appropriate incentives to leverage private sector expertise and experience, and to 

benefit from market forces wherever possible across a ränge of issues: 

• - Technical and operational expertise: the private sector has considerable expertise in 

designing, building and operating identification schemes in other industries, as well 

as in some areas ofthe fmancial serviees sector (such as schemes for identification of 

securities and Systems for bank transfers). 

• Local expertise: to deliver a truly global system, specialist knowledge of local legal 

frameworks, corporate structures, as well as availability of the system in local 

languages, etc is critical. 

• Encouraging competition and innovation: subject to ensuring accordance with the 

agreed common Standards, encouragement of competition and innovation is desirable 

to promote efficiency and lower costs. 

• Promoting consistent Standards: the private sector has considerable experience in the 
design and Operation of consistent technical Standards. 

Public - private sector co-ordination Drawing on the elements above, developinig and 
implementing a global L E I system requires active support and involvement firom both the 
global regulatory community and from the private sector. The public sector must put in place 
a govemance framework with a number of key objectives: to support the delivery o f a public 
good; to ensure that public interests in the system are protected; to promote common 
Standards; and to facilitate widespread global adoption. Such a fi-amework wi l l provide a 
transparent, open system,. that protects against the risk of abuse of monopoly power and 
privilege, and that facilitates adoption. Under this broad govemance framework, it is 
important to provide market incentives for the private sector to develop and implement 
effective operational solutions: to draw on expertise and specialism in local jurisdictions and 
globally in the development and Operation of registration, identification and information 
Systems; to gain from the benefits of compethion while facilitating co-operative solutions 
where appropriate; and to promote standardisation of approaches across the globe.that benefit 
intemational fmancial markets and global fmancial integration. The proposals and 
recommendation in the report consequently set out a framework that attempts to capture the 
benefits ofboth public sector and private sector involvement in taking forward the global L E I 
initiative, while attempting to bridge different views on the appropriate boundary between 
public and private sector responsibilities. 
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IV. Principles underpinning the framework and design of the global LEI system 

Based on the above analysis ofthe main challenges and options to overcome them, the FSB 

has set out a number of recommendations and principles that help to set out the framework 

and design of the global L E I system and to take the inhiative forward. Subsequent sections 

provide a series of practical recommendations for implementation in each ofthe areas ofthe 

detaiied mandate that draw on these principles. 

Recommendation 1 

SETTING UP A G L O B A L LEI SYSTEM The FSB strongly supports the development and 

implementation of a global L E I system that uniquely identifies participants to financial 

transactions. 

Recommendations for the public sector 

Recommendation 2 

GLOBAL R E G U L A T O R Y COMMUNITY REQUIREMENTS The L E I system should 

meet the requhements of the global regulatory community (including supranational 

organisations). The potential benefits of the L E I include: to support authorities in fulfilling 

their mandates to assess systemic risk and maintain financial stability; conduct market 

surveillance and enforcement; supervise market participants; conduct resolution activhies; 

prepare high quality financial data and undertake other regulatory functions. 

As set out earlier, the global L E I system offers substantial potential benefits to the global 

regulatory community. It is important that the govemance framework and system design 

provide a framework that enables regulatory requirements to be fulfiUed-and that offers 

flexibility to adapt to changing regulatory requhements as financial markets adjust. The 

framework must also provide flexibility for expansion, as jurisdictions and regulatory 

authorities wi l l implement the LEI system on a phased basis. 

Recommendation 3 

GLOBAL LEI SYSTEM GOVERNING DOCUMENTS Global L E I system High Level 

Principles set out the principles and commitments that specify and define the governance and 

structiire ofthe global LEI system. A global L E I Regulatory Oversight Committee Charter 

should specify the mission, role and responsibilities of the Committee as well as the process 

for hs establishment. Support for the High Level Principles agreement and Charter wi l l 

indicate a desire to participate in the global L E I system. 

To provide high level commitment and support for a global governance framework for the 

LEI, the FSB recommends support for High Level Principles for the global L E I system and 

that a global L E I Regulatory Oversight Committee Charter should be drawn up in the coming 

months. The Charter would establish a Regulatory Oversight Committee (ROC) to represent 

the public hiterest in the functioning of the LEI system. As discussed further below, the 

Committee would serve as the primary goveming body. The Charter would specify the 

mission, responsibihties, and powers of the ROC, as well as the commitments attached to the 
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proposed govemance framework which is set out in Section VII below. The principal idea 

behind the High Level Principles document and the R O C Charter is to embed high level 

support for the system and its guiding prmciples and to gamer commitment to implement a 

global govemance framework in order to maximise the benefits. 

A l l authorities and jurisdictions whling to participate in the development of the global L E I 

Charter should be able to do so without any hindrance. 

Recommendations for the Private Sector 

Recommendation 4 

SUPPORT OF FINANCIAL M A R K E T PARTICIPANTS The L E I system should be 

designed in a manner that provides benefits to fmancial market participants. 

As emphasised above, widespread adoption of a common L E I system offers substantial 

potential benefits to private financial market participants. These include: fiilfilling domestic 

and multi-jurisdictional regulatory and Statistical reporting requirements; facilitating stiaight-

through processing; improving intemal risk management and other business purposes. Such a 

System should accommodate the business needs of all financial market participants, including 

financial and non-fmancial companies of different sizes and type, sited in different geographic 

locations across the globe and provide open access to the global L E I data in a common 

language, while accommodating local jurisdictional differences such as local language and 

legal fiamework. It is important that the design and Operation of the system enables such 

benefits to be captured effectively and efficiently. 

Recommendation 5 

SYSTEM FLEXIBILITY Flexibility must be built into the global L E I system to provide the 

capability for the system to expand, evolve and adapt to accommodate innovations in 

financial markets. It must also allow the seamless introduction of new participants. To these 

ends, critical Software and other relevant elements must be defined and made publicly 

available without any licensing, intellectual property or similar restiictions under open source 

principles. The L E I should be portable '̂̂  within the global L E I system. 

A key objective is to ensure that the system can expand to incorporate new users and new uses 
and that sufficient fiexibility is buih into the system design to fachhate adaptation to financial 
market innovations and associated changes in regulatory and market requirements. 

A second key element is that the design should be open and not proprietary, so that any 
potential candidate wishing to offer relevant serviees can do so, subject to meeting the agreed 
common Standards necessary to deliver an integrated system. This objective is also essential 
to promote competition and to foster innovation. 

In this context a portable LEI means that the code could be transferred from one L O U to another LOU. This may be 
necessary, for example, in case of the LEI being obtained originally from a foreign L O U before a local L O U was 
established or i f an entity changed its legal address or headquarters, etc. 
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Recommendation 6 

COMPETITION AND ANTI-TRUST CONSIDERATIONS The L E I system should be 

designed to ensure that it is not "locked-in" with a particular service provider for any key 

System functions or processes, and that the principles of compethion are ensured on both 

global and local levels where appropriate. The governance framework should provide 

safeguards to ensure that compethion principles and anti-trust considerations are upheld. The 

local implementation of the global L E I system should meet local anti-trust requirements. 

It is important that Protections are buih into the system to avoid 'vendor or third party 

supplier dependence' that is associated with a build up of market concentration and power. 

Flexible system design and control of intellectual property rights are important tools to avoid 

providing power to the providers that ensures that the system relies on their serviees, or that 

the System cannot function in the event that a particular supplier of serviees enters insolvency. 

Given the risks that mandatory regulatory use of the L E I could create privileged poshions in 

the market place, it is important that due consideration is given to anti-trust obligations in 

terms of the arrangements for the provision of identifiers. In particular, h is important that 

competition law and anti-trust considerations are factored in and that appropriate Protections 

are put in place to prevent abuse of monopoly positions. 

Subject to meeting the common Standards of the global L E I system, encouraging compethion, 

wherever appropriate, is highly desirable to control monopoly privileges, to help contain 

costs, stimulate efficiency and promote innovation. 

Recommendation 7 

FEDERATED NATURE OF T H E LEI SYSTEM The global L E I system should support a 

high degree of federation and local implementation under agreed and implemented common 

Standards. 

A key objective is to encourage widespread global take up of the L E I system. Subject to 

meeting the common protocols and Standards that are needed to tie the system together to 

provide a logically consistent database that guarantees unique identification (provided by the 

COU); the FSB recommends that the global LEI system should support a high degree of 

federation and local implementation. That is likely to provide additional flexibility, for 

example to map and incorporate existing local registration and identification schemes into the 

global System and thus support the key objective. The federated System wi l l also allow the 

accommodation of local jurisdictional differences such as a local language, legal framework, 

etc. 

In particular, the FSB recommends that the global L E I system should be designed, operated 

and governed in a manner that ensures unique identification and consistency at the global 

level, while drawing on distributed local elements and local infrastructures that give 

additional flexibility to provide a high level of Validation ofthe local registiation data and to 

meet local jurisdictional requhements. Although local Operations may operate flexibly, all 

must meet a common requirement bf presenting a common Interface between local data 

Systems and the global registry system. 
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V. Scope, scale and initial ambitions 

A n L E I comprises a unique machine readable code identifying the entity, that points to a set 

of Icey reference data relating to the entity, such as the name, address, etc. Users should have 

open access to any L E I issued by the system, and to reference data that can be readily shared 

and that are not subject to privacy restrictions. This section of the report addresses the 

questions: What is an LEI? Which entities are eligible for an L E I (ie What is the potential 

scope of coverage)? What form should the code take and what reference data should be 

attached both at the launch of the system, as well as in the short to medium term? And what 

processes should be introduced to support the review and phased expansion ofthe reference 

data over time as fmancial markets adapt and as usage ofthe L E I system grows? 

Recommendation 8 

SCOPE OF C O V E R A G E Eligibility of 'legal enthies' to apply for an L E I should be broadly 

defmed, in order to identify the legal enthies relevant to any fmancial transaction. No more 

than one LEI may be assigned to any legal entity. 

For purposes of this defmition, the term 'legal entity' refers to a legal person or structure 

organised under the laws of any jurisdiction. Legal enthies include, but are ndt limited to, 

unique parties that are legally responsible for the performance of fmancial transactions or 

have the legal right in their jurisdiction to enter mdependently into legal contracts, regardless 

of whether they are incorporated or constituted m some other way (eg trust, partnership, 

contractual, etc). It excludes natural persons, but includes governmental organizations; and 

supranationals, defmed as govemmental or non-govemmental enthies established by 

international law or treaty or incorporated at an intemational level. Examples of eligible legal 

entities include, without limhation: all fmancial intermediaries; banks and finance companies; 

all entities that issue equity, debt or other securhies for other capital stractures; all enthies 

listed on an exchange; all entities that trade stock or debt; investment vehicles, including 

mutual funds, pension fimds and altemative investment vehicles constituted as corporate 

entities or collective investment agreements (including umbrella funds as well as funds under 

an umbrella stmcture, hedge fimds, private equities, etc); aU entities under the purview of a-

financial regulator and their affiliates, subsidiaries and hoiding companies; and counterparties 

to fmancial transactions. 

The definhion above corresponds to the ISO Standard 17442:2012 for a Legal Entity 
Identifier. It takes into account the possibility that in some jurisdictions, asset pools or other 
segregated parts of a legal entity may nevertheless carry separate rights and obligations at a 
sufficient level of independence of that legal entity. In such cases, for example, any claim in 
insolvency would apply to the asset pool alone. The Expert Group supports the view that -in 
such jurisdictions, the asset pool or fund would be eligible for an LEI . The L E I 
Implementation Group should further study the scope of application with respect to entities 
that are not strictly legal entities to ensure that only one L E I is assigned to any particular 
entity for example in a structure ofan umbrella fimd, associated fiinds, and a fund manager, to 
address the cases similar to those discussed above. 

The Expert Group is also aware that detaiied definitions oflegal entities may depend on local 

laws and that fiirther specification considering local circumstances may be needed in some 

cases as the L E I system is implemented. 
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Recommendation 9 

LEI REFERENCE DATA AT SYSTEM LAUNCH The official name ofthe legal entity, 

the address ofthe headquarters ofthe legal entity, the address oflegal formation, the date of 

the first L E I assignment, the date of last update of the LEI , the date of expiry, business 

registry Information (if applicable), alongside a 20 digh alphanumeric code should form the 

basis for the global system at the launch of the global L E I inhiative. For entities with a date of 

expiry, the reason for the expiry should be recorded, and, i f applicable, the L E I of the entity or 

entities that acquired the expired entity. 

As previously announced^^ the technical code for the L E I should be a 20 digh alphanumeric 

number as set out in the L E I Standard recently published by the International Organisation for 

Standardisation . The code should be a unique dumb alphanumeric stiing and not incorporate 

any intentional embedded intelligence (such as a country reference) which could lead to the 

code becoming out of date. The code should be persistent, in the sense that the code would 

never be assigned to another entity. 

The following set of reference data attributes are regarded as the minimum set of information 

that should be available at the launch ofthe LEI as specified in ISO 17442:2012: 

• The official name of the legal entity; 

• The address of the headquarters of the legal entity; 

• The address of legal formation; 

• The date ofthe first L E I assignment; 

• The date of last update of the LEI ; 

• The date of expiry, i f applicable; 

• For enthies with a date of expiry, the reason for the expiry should be recorded, and i f 

applicable, the LEI of the entity that acquired the expired entity^^; 

• The official business registry where the foundation ofthe legal entity is mandated to 

be recorded on formation ofthe entity, where applicable; 

• The reference in the official business registiy to the registered entity, where 

applicable. 

The first six items have been previously announced by the FSB, as items belonging in the set 

of minimum reference data at the launch of the LEI . The seventh item has been included in 

the list to provide information on the history of the entity, particularly i f h is involved in a 

merger and acquishion and/or other form of corporate action process. The final two items 

provide a cross reference to the official business registry entry which provides the legal 

foundation for the formation of the legal entity applying for an L E I (such as Companies 

House in the U K , for example). Such a reference wil l help to tie the global L E I system 

together as a registty of registties and provide a "strong cross-referencing and data Validation 

tool. 

" Technical features ofthe legal entity identifier (LEI)" FSB 7 iVIarch 2012. 

This is sometimes labeled the disposition of the LEI. 
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Recommendation 10 

REVIEW OF SCOPE OF COVERAGE AND REFERENCE D A T A The Regulatory 

Oversight Commiittee should undertake regulär reviews of the scope and extent of coverage of 

the L E I to reflect emerging regulatory and market requirements for the L E I use according to 

an agreed schedule. The Regulatory Oversight Committee should undertake regulär reviews 

of the LEI reference data according to a set schedule to monitor the required changes, 

additions, retirements and modifications. 

The proposed ROC would monitor and review the scope and extent of coverage of the L E I 

(for example by agreeing a timetable for periodic reviews which is likely to be more intense 

in the early years ofthe L E I system). A particular issue for early review is for the ROC to 

consider whether and i f so how the global L E I can be leveraged to identify bodies such as 

branches of intemational banks which are not legal entities, but which require separate 

identification under some cross-border resolution schemes^°. 

The R O C would also regularly monitor and review the reference attached to the L E I 

according to a pre-set schedule which again is likely to be more intense during the early 

stages of the system. 

In particular, the Expert Group identified a number of potential reference data hems for fiiture 

consideration: 

• Organisation fype - what is the corporate legal stiucture of the registered entify? 

• Broader liability and other relationships - including elements such as control and 

guarantees. 

• Problem indicators - such as reorganisation, etc. 

• Conglomerates flag - is the registered entity a part of a broader financial 

conglomerate? 

• Corporate events flag - are there particular corporate actions or events affecting the 

flrm? 

• Industrial Classification - what is the principal activity ofthe firm? 

In putting forward these ideas for further review, the FSB is cognisant that there is an 

important ttade off between expanding the scope of coverage ahd the set of reference data and 

the bürden on enthies and registiars in reporting and keeping the information up to date. The 

R O C wil l bear such cost-benefit considerations in mind as any proposals for broadening the 

scope of coverage or reference data are reviewed. 

Recommendation 11 

STANDARDS FOR T H E LEI SYSTEM The L E I system should meet, to the degree 

possible, evolving requirements ofboth the regulatory community and industiy participants in 

terms of information content, scope, timeliness and availability. The R O C is responsible for 

One approach may be to build or holt on a supplementary system on top of the LEI, although a füll ränge of options will 
be assessed by Üie ROC. 
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the fmal determination for any Standards for the LEI to be utilised in the global L E I system. 

When proposing areas for the development of new Standards, the R O C should strongly 

consider utilising existing Standard setting organizations to develop such Standards, provided 

that such organizations incorporate the requirements for the Standards as determined and 

communicated by the Regulatory Oversight Committee. 

The set of reference data outiined the previous recommendation provides a minimum set of 

data that should be available at the launch ofthe L E I (sometimes labeled Phase 1 data). 

In phase 2, h wil l be important to expand and add to this list, as additional reference 

information, for example, on corporate ownership and relationships (see recommendation 

below) is essential in order to aggregate risks and prepare consolidated exposure statements. 

A key role ofthe R O C will be to review and monitor evolving needs and requirements of the 

regulatory community as well as proposals from private sector users in relation to the 

reference data to be mcluded in the global LEI system. When new needs are identified by the 

ROC, the Committee should draw on the expertise of existing Standard setting organisations 

in developing such Standards, provided that such development fiilly incorporates the 

specification and framework set out by the ROC; 

Because both risk aggregation across groups is important for regulators and industry, and 

because relationship data may be important m defining the nature of an entity, this work has a 

very high priority for both regulators and for private industry. 

Recommendation 12 

LEI REFERENCE DATA ON OWNERSHIP The FSB L E I Implementation Group should 

as soon as possible develop proposals for additional reference data on the direct and ultimate 

parent(s) of legal entities and on relationship or ownership data more generally and prepare 

recommendations by the end of 2012. The group should work closely with private sector 

experts in developing the proposals. 

Adding information on ownership and corporate hierarchies is essential to be able to 

undertake risk aggregation which is a key objective for the global L E I system. That should be 

taken forward urgently by the proposed FSB L E I Implementation Group, with the aim of 

developing practical proposals for such (phase 2) reference data by the end of 2012. 

Uhimately the aim is to have sufficient data to constiuct a map of the financial network and 

the complex groups of entities which participate in them. The task requires standardized, 

machine readable information which underlies the network map. The more processes are 

automated, the more accurate the map wi l l be. The more data rely on manual updating, the 

more degraded the map wil l become. 

Ideal solutions to capture ownership relationships in the long run, such as parent and uhimate 

parent, would rely on information on the total share caphal of all companies in the group, the 

shareholding of the parent entity, and LEIs for all the. companies in the group. I f such 

information were available, h would be possible to construct shareholdings and voting conttol 

through the financial group. 

Such information is not available in the short term, however, and so other solutions must be 

found. The FSB consequently recommends urgent further study of the options in order to 
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develop firm proposals in six months time on the best way fi)rward. Interested parties within 

the regulatory community would be invited to join the study - active advice fiom relevant 

private sector experts would be an important element ofthe process. 

One addhional and important challenge in addressing this issue is that some information on 

corporate ownership and hierarchies is protected by confidentiality and privacy restrictions in 

some jurisdictions. That wil l colour where data can be stored, and what can be shared and 

exchanged. Ideally, legal and technical arrangements can be put in place to enable sharing of 

confidential information among the global regulatory community - that requhes some 

additional scrutiny by the proposed group over the next six months. Further examination • 

should also be undertaken ofthe scope to provide non-confidential information on ownership 

relationships to all users. 

Recommendation 13 

LEI OPERATIONAL AND fflSTORICAL DATA The L E I system should maintain high 

quality records that retain relevant information ön amendments (query, add, modify or delete 

of any data element) to data items as well as additional data to facilitate the surveillance and 

control of the system by the C O U where appropriate. 

The L E I System, i f successfiil, wi l l receive a large amount of information on both registered 

enthies and use of the system. Initial data wil l be entered for registered enthies which may 

change over thne, either as changes occur to circumstances of the Company and to the 

associated reference data or as errors are detected. The system should also retain all relevant 

information on any changes made to data items for each entity, including a reference to the 

data field changed, the date of the change, a Classification of the reason for change, a 

Classification of the source of the change, and the value of the item before the change was 

made. It is very important to maintain a fiill history of changes in L E I reference data, in order 

to maintain a strong audh trail in case of queries, and to enable users to be able to tiack the 

time line of changes and to challenge the accuracy of information with a view to checking and 

to subsequent confirmation or amendment. 

Users may perform various queries or downloads, they may ask for help, or they may 

challenge the accuracy of data in the L E I System. Organizational and other operational data 

should be collected to increase the efficiency, accuracy and utility ofthe System. 

VI. Pulling the LEI system together 

The global LEI system should be implemented according to a globally federated model. Such 

a structure wil l allow the accommodation of local jurisdictional differences such as language, 

legal fiamework, etc, while also providing for the C O U to perform the central fimctions of the 

global L E I System. 

Both the conceptual approach and technical features of the federated nature ofthe global L E I 

System have been addressed by the Industry Advisory Panel as well as LEI Workshop 

participants. 
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One ofthe comments highhghted that in order to achieve the global application of a Standard, 

h has to be able to accommodate the different rules, regulations, customs, languages, 

preferences and practices that apply in different sovereign states and jurisdictions. That would 

naturally lead to the establishment of local registration facilities that are able to address these 

local characteristics in a meaningful way. Another argument put forward during the Workshop 

was that a federated model can lead to lower costs and increased quality of service to end 

users through competition. 

While the concept of "federation" can have different meanings, for the purpose of the L E I 

System a federated model implies, as a minimum: 

A Service is provided that appears to end users to be a single, global service - the 
same data are available anywhere in the world, regardless of where they were 
entered. 

- Internally, the service is actually deployed as a network of multiple service 

Providers, who collaborate and use technology to provide the appearance to end users 

of a Single seamless service. 

- If any L O U becomes isolated from the rest ofthe federation, the serviees provided by 
that unit continue to function for the unit's local end users, at least for the purpose of 
domestic fransactions. 

While this framework imposes requirements on the system architecture, it provides flexibility 
that encourages jurisdictions to adopt the system. One Workshop commenter noted that the 
key element of the global L E I system operational model is not technological or of data 
replication but governance. For example, the Operator of the central registry could use a 
replicated database that has elements hosted in data centres around the world. While this 
approach allows technological diversification in case of IT failure, it does not eliminate the 
political concern of one country registry denying Services or access to another country. That is 
why the federated architecture of the global L E I system employing LOUs would address 
concems about national sovereignty. That architecture also allows for diversity in both 
governance and serviees offered. For example, one country may have a strong preference for 
a critical utility like the L E I registry to be operated as a govemmental or quasi-governmental 
agency specified under national law. Another country may prefer a private competitive 
market, in which case there might be more than one L E I registry that offers serviees within 
that jurisdiction, with the resulting compethion serving to drive down prices and increase 
flexibility for end users. 

Although a federated model can be designed in a number of ways, the key consideration in the 
global LEI federated system is to be able to provide an L E I to any legal entity as defined in 
the scope of coverage, regardless of country location or language used. Following this 
principle, atwo level federated model can be described with the following components: 

1. Central Operating Unit (COU) in charge of central facilities, ensuring uniqueness ofthe 
global LEI , global L E I administration and with responsibility for ensuring appropriate 
protection of the key data. 

2. Local Operating Unit (LOU) that is in charge of local facilities, local information for the 

jurisdiction (i.e. confidential information, former local identification number), and registry 
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Operations. It would also be in charge of processing L E I applications and verifying 

Company authenticity. The key element here is that it should be able to accommodate local 

languages and local legal frameworks. 

Central Operating Unh 

Local Operating Umt Local Operating Unit Local Operating Unit 

Experts on the Industry Advisory Panel explained that there are a variety of v̂ âys how 

federated distributed network architecture can be designed. One way is to have a single 

searchable registry (COU) to which local operating units (LOUs) submh minimal reference 

data sets about local registrants while hoiding locally additional, potentially non-standardized 

data with pointers back to. the central registry. Alternatively, for example, the resolution 

System that ensures uniqueness of LEIs could hold the minimum set of data, the central 

registry hoiding the extensive set of data and local units being exclusively processors of the 

submitted data. The latter model creates some Validation and duplication challenges. 

However, h was emphasised that architecturally, the C O U Software does not need to be 

restricted to a single central registry scenario. Multiple registries could be buih to run in 

parallel to each other so that when a new entry or a change is made anywhere in one registry, 

h would be immediately reflected in other system components. In that case, each of those 

registries could theoretically function-as a stand alone registry that lowers the risks of a 

critical point of failure. Ahematively, each of the local registries could contain only a subset 

o fa l l the registered data and technology would enable a query to any individual registry to be 

executed via a query of all linked registries. 

Recommendafion 14 

CENTRAL OPERATING UNIT The mission and role ofthe Central Operating Unh should 
be to ensure the application of uniform global operational Standards and protocols that deliver 
global uniqueness ofthe LEI , seamless access to the global L E I and to high quality reference 
data for users with depth of access controlled by appropriate access rights, as well as 
protocols and methods for how local Systems can connect to the Central Operating Unit. 
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The C O U should be responsible for maintaining a central logical database of identifiers and 

corresponding reference data to: 

• Ensure quality and accuracy of data. 

• Provide a set of Services that facilitate expansion of the system, such as defined 

standardised Interfaces (soflware and serviees) that allow new jurisdictions to join 

the System in a low-cost, open source manner and that provide educational and 

training materials that document the requirements, costs, and advantages for local 

jurisdictions to join the system. 

• Ensure that the system does not become technically obsolete over time by 

performing ongoing evaluation and development of relevant Standard and protocols 

for the overall community (public and private sectors). 

• Ensure that the information within the system is secure and prevents fiaudulent 

activities. 

In developing the rules and procedures for Operations ofthe C O U the R O C should consuh the 

CPSS-IOSCO recommendations for Principles for Financial Market Infrastructure^\ 

Among other important tasks, the C O U under the supervision of the R O C should identify the 

plausible sources of operational risk, both internal and extemal, and mhigate their impact 

" Principles for Financial Market Infrastructure, April 2012. 
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through the use of appropriate Systems, policies, procedures, and controls. Systems should be 

designed to ensure a high degree of security and operational reliability and should have 

adequate, scalable capacity. Business continuity management should aim for a continuous 

Service and for timely recovery of Operations in the event of a wide-scale or major 

disruption^^. 

At a minimum, the following three business continuity objectives should be meaningfuUy 

addressed in the development ofthe C O U and its protocols and procedures: 

• rapid recovery and timely resumption of critical Operations following a wide-scale 

disruption; 

• rapid recovery and timely resumption of crhical Operations following the loss or 

inaccessibility of staff in at least one major location; and 

• a high level of confidence, through ongoing use or robust testing, that critical intemal 

and external continuity arrangement are effective and compatible^^. 

Recommendation 15 

FORMATION OF T H E CENTRAL OPERATING U M T The L E I Implementation Group 

should develop a detaiied plan for the formation of the Central Operating Unh via the 

establishment of a not-for-profit LEI foundation^'^ by interested industry participants under 

the oversight ofthe formed L E I Regulatory Oversight Conunittee. The foundation would rely 

on industry participants, theh expertise and knowledge to identify and develop the most 

technologically, financially and legally sound methods to implement the global L E I system in 

line with the Standards and fiamework defined by the Regulatory Oversight Committee. 

Representatives fiom all geographic areas and industry sectors would be invited to participate 

in the preparatory work underpinning the formation of the L E I foundation as the Central 

Operating Unh in a manner defmed by the Implementation Group. 

The LEI System should be designed and implemented as a tiuly global system in order to 
capttire the fiiU potential benefits. To achieve that, the C O U must be set-up and operated in a 
clear and transparent manner where aU stakeholders are meaningfuUy represented, 
encompassing wide geographic coverage and business sectors. A collaborative approach 
based on industry consensus on technical and operational solutions should be the ultimate 
objective of the C O U structure and its design and govemance should ensure that h can be 
achieved in the most effective way. The FSB considers that a legal form of foundation or 
body of equivalent legal form would provide a catalyst for such intemational and cross-
sectional Cooperation and coordination, where the best ideas applicable for the global L E I 
System can be utilised, drawing on the experience of various experts from either finance or 
other sectors who have experience in the design and successfiil implementation of entity 

Principles of Financial Market Infrastructure, April 2012. 

Interagency paper on sound practices to strengthen the resilience of the U.S. Financial system, April 11, 2003, Federal 
Register Vol. 68, No.70. 

Or body of equivalent legal form. 
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identification Systems. Providing an open, transparent and broad access to such industry. 

coUaboration wiU ensure that the hiost technologically advanced and cost-efficient solutions 

are proposed and drawn on in the design and development of the federated global L E I System. 

The broad participation of various industry representatives in the L E I foundation wi l l 

reinforce open communication within the industiy to address not only technological changes 

but also structural, legal and policy considerations on both local and central levels. As one of 

the Workshop participants noted, the design of the original system and the methodology for its 

deployment wi l l have a direct impact on how well the fiiture system can copy with 

modifications. To achieve a high degree of system adaptability in the future, the involvement 

of a wide ränge of industiy experts fiom different sectors should be an integral component of 

the C O U structure and should be a fundamental key element of its design. 

Recommendation 16 

BALANCED REPRESENTATION IN T H E CENTRAL OPERATING UNIT The 

Regulatory Oversight Committee and L E I Implementation Group should ensure that the 

global L E I foundation takes account of the interests of fmancial and non-financial industry 

participants from different geographic areas and economic sectors. 

The global L E I Central Operating Unit should have a wide representation of experts fiom 

different sectors of economy including fmancial and non-financial sectors industiy 

representatives. As emphasised during the L E I Workshop in March, other industties have 

made enormous progress over recent years towards hnproving their identification Systems. 

Consequently, drawing extensively on the knowledge and experience of experts involved in 

such successfiil schemes will allow the financial sector regulators as well as industry to avoid 

obvious mistakes, as well as facilitating the choice of the best available Solution in terms of 

implementation time and cost. It was highlighted at the L E I Workshop that organizations such 

as Consumer Product Forum, G S l , Digital Object Identifier Foundation, Entertainment ID 

Registiy, World Wide Web Consortium among others have a wide ränge of experience and 

knowledge in areas suoh as identification, the build-up of hierarchy relationships, and of 

distributed network set-ups which are necessary for the successful development of the global 

L E I System for financial counterparties. A global L E I foundation where not only interested 

financial parties but also experts from other sectors have an active role and voice would be an 

effective way to start the rapid practical implementation of the initiative, building on best 

practices from all sectors. 

Learning from experience of other indusfries suggests that there are benefits from enabling all 
interested parties to contribute to the L E I foundation or body of equivalent legal form. That 
would support the development of sound technical solutions and processes and raise the 
aeceptability and adoption ofthe L E I system both in the short and in the long run. The FSB 
consequently proposes that a global L E I foundation should be set-up to encourage wide-scale 
industry participation. The proposed L E I Implementation Group would call for expressions of 
interest in participating in the preparatory work, would guide the work and would develop all 
necessary legal documents, registrations, etc. to establish the global L E I foundation or body 
of equivalent legal form. The global L E I foundation set-up would consequently be undertaken 
with active engagement of the industiy experts to expedite the process of the global L E I 
System launch. 
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As it was noted above and discussed at the LEI Workshop, the organizing principle of the 

global L E I is a federated system with a "plug-in" architecture. This means that local 

procedures are locally determined, subject to overall principles and content constraints set by 

the centre when the local units plug in or join the system. To achieve that, LOUs would be 

requhed to use the same "network card" to connect to the global L E I system. That is why to 

ensure the successfiil launch and growth of the global L E I system it is important that potential 

LOUs are actively involved in the activities ofthe FSB L E I Implementation Group, in order 

to provide input to the design of the L E I implementation toolkh addressing data Standards, 

messaging Standards, operational processes and Software tools in a way to allow easy and 

efficient integration of local Systems. 

Recommendation 17 

L O C A L OPERATING UMTS The L E I system should allow the local provision o f a l l L E I 

fimctions which the Regulatory Oversight Committee determines do not need to be 

centralised. The L E I system should enable the use of local languages, Organisation types and 

relationship structures as required. Procedures to integrate local Systems into the global LEI 

System should be developed by the LEI Implementation Group in consultation with local 

jurisdictions and potential Local Operating Units (when available) in a way and manner that 

meets the global L E I system High Level Principles. The Cential Operating Unh of the L E I 

System should be able to provide support to Local Operating Unit Operations when necessary 

according to criteria and requirements established by the Regulatory Oversight Committee 

and administered by the Cential Operating Unh. 

Members of the Industry Advisory Panel noted that to achieve the widespread acceptance of 

the LEI Solution, a broad set of service providers (such as local registries and numbering 

agencies) that could become LOUs should be included in the C O U and L O U integration 

mechanism development. Rapid take-up is best achieved by ensuring that as much 

functionality in relation to integration is available m the cential System as possible so that new 

jurisdictions can 'plug in' without creating the need for a new "system build", unless there are 

major constraints from local law and regulation. Early provision of the füll functional 

defmhion of the user interface in local languages and of the füll fünction test system for 

regulatory and industry users are important to ensure rapid and relatively painless take-up. 

The first local L O U is expected to be formed in the U S A to commence the swap data 
reporting as required by the U.S. Commodity Futures Trading Commission (CFTC) fmal rule 
on swap data recordkeeping and reporting requirements^^. It should be noted that on 9 March 
2012 the CFTC requested submissions fiom industry participants who wish to be considered 
for designation by the Commission as the source for the CFTC Interim Compliance Identifiers 
to be used for identification of swap counterparties in swap recordkeeping and swap data 
reporting under the jurisdiction ofthe Commission beginnmg in mid 2012. The Commission 
stated that the designation wil l have a limhed term of two years, and be terminable on six 
months notice i f a different centtal utility for the global L E I is chosen later through the FSB 

CFTC swap data recordkeeping and reporting requirements, 13 January 2012 
littp://www.cftc.gov/ucm/groups/public/@irfederalregister/documents/file/2011-33199a.pdf. 
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process and becomes operational. The Commission also noted that h plans to adopt the 

governance principles and L E I reference data requirements endorsed by the FSB^^. 

Recommendation 18 

LEI DATA VALIDATION The LEI system should promote the provision of accurate L E I 

reference data at the local level from L E I registrants. Responsibility for the accuracy of 

reference data should rest with the L E I registrant, but Local Operating Units have 

responsibility to exercise due diligence in guarding against errors, as consistent with 

Regulatory Oversight Committee Standards, and to encourage necessary updating. The 

Central Operating Umt has responsibility to check registrations for global uniqueness and to 

coordinate reconciliation by Local Ojperating Units where necessary. Accuracy should be 

ensured at the local level by the registered enthies. Self-registration should be encouraged as a 

best practice for the global L E I System. 

The key objective ofthe global L E I System is to provide accurate up to date reference data for 

each registered entity. That wi l l requhe investment because as it was noted by the Industry 

Advisory Panel currently available information from public sources is of mixed quality and 

timeliness. There are different short-term and long-term solutions to address the L E I data 

quality. One approach suggested by some Workshop participants constitutes so-cahed 

commercial third party data Validation. Those serviees are focused on cross-checking 

information from a ränge of sources by companies' staff in order to produce 'cleaner' data 

that has been 'scrubbed' through such a process. Typically, such companies do not accept 

liability or ultimate responsibility for data accuracy. • 

It was noted during the Workshop that such third party Validation serviees currently provide a 

useful role in improving the quality of data. They do not, however, provide stiong incentives 

to deliver fundamental improvements in data quality at source. To address the quality of the 

data at the source, responsibility for the quality and accuracy of reference data must rest with 

the LEI registrants, and so achieving permanent improvement should build on that 

responsibility. That is best enabled at source at a local level where the initial registration is 

obtained; as such an approach draws on local expertise, legal frameworks and language, and 

also addresses the issue of poor data quality at the base level. The FSB consequently 

recommends that improvements in data accuracy should ultimately focus on providmg 

responsibility to the registrant for the quality and accuracy of data that would then be 

validated at source via the local registration facility. That may entail some upgrading of local 

registration facilities, for example, to improve the timeliness of updating and reporting and the 

quality of data Validation. 

To support the process of improving data quality, the FSB recommends that the R O C directs 

the set-up of Standards for L E I Validation and L E I data quality and that the Committee has the 

power to conduct independent assessments of the application of such Standards. The process 

of independent Validation and verification of data quality and Standards should provide a 

catalyst to deliver the necessary improvements. 

CFTC Announces process to designate tiie provider of CFTC interim compliance identifier, 9 Marcii 2012 
http;//wvw.cflc.gov/PressRoom/PressReleases/pr6200-I2. 
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The ultimate responsibility for the accuracy of the data should reside with the L E I receivers. 

From the practical stand-point the registered entity should have the best information about 

itself on a timely basis. The challenge for the data accuracy here is to create incentives or 

compulsion for the entity to ensure the accuracy of its own data in the global L E I system. 

A relevant issue for L E I data Validation is third party registration. Third party registration 

poses a set of challenges to align the incentives of the entity and third party register vs. cost of 

registration vs. legal liability for data accuracy. At the Workshop with private industry and 

during the work of the Expert Group, h was noted by some participants that third party 

registration would risk running counter to the objectives of uniqueness and data quality and 

hence should not be encouraged. ' 

Some members of the Industry Advisory Panel noted that such third-party registration 

fonction should be limited to the ability of legal entities to outsource the registration for an 

L E I to a third party. The responsibility for registration for an LEI and related maintenance and 

certification of the accuracy of reference data would most sensibly rest with the 

representatives of the entity itself 

The ROC should have the unfettered right to conduct independent Validation and verification 

of data Standards, processes and quality. Such processes could leverage a third-party data 

Validation as a temporary Solution durmg the initial phase of the L E I system but the R O C 

should develop a specific and timely transition plan to adjust fiom the transitional data 

Validation mechanisms to the permanent global data Validation mechanisms. 

Legal enforcement for fraud in registration is the responsibility of local authorhies, but local 

registrars may act to invalidate entities associated with such fraud. 

Recommendation 19 

LEI ISSUANCE WHEN NO L O C A L REGISTRAR AVAILABLE Whenever possible the 

L E I registiation should take place with the relevant Local Operatmg Unh. When a Local 

Operating Unh is not available, the Regulatory Oversight Committee and a local jurisdiction 

(when Willing to engage) should agree on approaches for local entities to obtain LEIs. The 

Implementation Group should develop proposals for such mechanisms via: (1) establishing a 

mechanism of obtaining LEIs through other Local Operating Units; (2) establishing a 

mechanism of obtaining LEIs from a registration facility in the Central Operating Unit; and 

(3) any other mechanisms that are appropriate. 

Recommendation 20 

SUSTAINABLE FUNDING The steady state funding of the global L E I system should be 

self-sustainable and reliable. The fonding system should be based on an efficient non-profit 

cost-recovery model. The system should have two components: a local discretionary charge; 

and a common fee based on the number of registrations in each L O U to pay for the cenfralised 

Operations in the Central Operating Unit, alongside any costs of implementing and sustaining 

the governance fiamework. Fees should be sufficiently modest not to act as a barrier to 

acquiring an LEI . • 

The fonding system should have 2 components: a local discretionary charge; and a common 

fee for each registrant to pay for the centralised Operations m the C O U , alongside any costs of 
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implementing and sustaining the govemance framework. With respect to the ROC, the 

funding mechanisms, procedures and responsibilities should be clearly outlined in the Charter 

and be accepted by jurisdictions and authorities joining the L E I system. The L E I ROC should 

follow the established budgeting rules and other relevant cost related rules and ensure that lhe 

Operations of the C O U are undertaken on an efficient, non-for-profit, cost-recovery basis 

according to the cost-recovery criteria developed by the Implementation Group. The ROC 

should review budget plans, accounts and audits on an annual basis to ensure that the funding 

mechanism adheres to the principles of cost-recovery, and does not present any monopoly 

Privileges, either directly or indirectiy. Changes in payments to the C O U from local Systems 

should be announced and infroduced on a timely basis and approved by the R O C . The R O C 

should ensure that the C O U has fmancial resources not only to perform current functions but 

also has sufficient resources for research and development, and system expansion and 

modification as mandated by the ROC, while ensuring that the C O U budget remains under 

tight control. Reflecting the federated nature of the L E I system, funding choices at the local 

level are flexible; a local Operation may be viewed as being entirely a public good and be 

funded by the public, or it may be seen as a good to be provided and funded in the 

marketplace with a competitively determined price, or it may be seen as one of a variety of 

hybrids of the two. In all cases, h is in the interest of the R O C that local areas enforce rules to 

reduce the threat of monopoly privileges. 

VII. Governance and the rules ofthe game 

Proposals for the governance fiamework to protect the public interest are central to the 

mandate from the G-20 to the FSB. The approach adopted was first to identify the public 

interests to be protected in relation to the introduction of a global L E I system and second to 

provide recommendations for a govemance framework best suited to protecting them. 

Protecting the public interest 

As highlighted in earlier sections there is a need for a strong governance framework to protect 

the public good of the global L E I system and to avoid creating positions where market powers 

and Privileges can be exploited. A number of specific objectives have been identified: 

• Assuring open and free access to publicly available data. In particular: 

0 Data should be non-proprietary, with no 'bundling of services^^,' or 

resfrictions on access or redistiibution; 

0 A l l public data should be readily available on a continuous basis, free 

of Charge; 

o Confldential data must be suitably protected; 

0 Data and operating processes should not be subject to any fype of 
Intellectual Properfy restrictions, except those recognized as being 
necessary to promote fiee and open access. 

The LEI should be freely and openly available and should not be tied (or 'bundled') to the provision of other Services. 
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• Assuring open access to entities acquiring an LEI . Entities required to, or 

wishing to, obtain an LEI should be able to acquire one under open, and non-

discriminatory terms: 

0 Fees, where and when imposed, should be modest and based on a cost-

recovery basis^^ that avoid monopoly rents and are subject to anti-trust 

. considerations. The operational model must be efficient and avoid 

excessive costs. Budgeting rules should be clear and consistent. 

0 No restrictions should be placed on the use ofthe L E I by the registrant. 

• No competitive advantage should apply to any entities involved in the L E I 

systein. 

• Ensuring that the L E I system meets public sector requirements, including: 

0 Ensuring uniqueness, accuracy, reliability, portability and persistence 

ofthe L E I code and reference data. 

0 Proposing new Standards that serve the public interest. Modifying 

existing Standards as required. 

0 Promoting the use and scope of the L E I to expand the collective benefit 

from widespread adoption. 

0 Utilising local language and character sets, as well as ensurmg access 

to the whole system in a common language. 

• The govemance bodies should have the necessary powers to enforce 

application of the governance principles, including: 

0 To take any action deemed necessary to protect the public interest in 

respect ofthe global LEI system; 

o The ability to introduce oversight and governance processes, tailored to 

meet local and central needs; 

0 Ability to audh the parties involved and the process; and appoint 

mdependent auditors; 

0 The ability to adjudicate disputes. 

The proposed govemance framework has four main elements as set out in the Chart below: 

• High Level Principles and Charter for the Regulatory Oversight Committee which 

sets out the principles and commitments that establish, specify and define the 

. govemance ofthe global L E I system. 

• A R O C which is charged with protecting the public interests in the system. 

It is possible that some jurisdictions could be Willing to flind Üie LEI issuance from public sources and provide LEIs to its 
local entities free of charge. 
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A Board ofDirectors of tlie C O U whicli has responsibility for delivering the agreed 

operational Standards. 

Governance of the LOUs, which are the tocal implementers of the system. 

The proposed framework and specific recommendations with regard to the different elements 

are set out in the section below. 

Recommendafion 21 

G L O B A L REGULATORY OVERSIGHT COMMITTEE CHARTER The govemance 

framework ofthe global LEI system should be developed at the international level in an open 

and transparent manner that supports collective governance of the global system. A global 

L E I Regulatory Oversight Committee Charter should set out the formation and Operations of 

the Regulatory Oversight Committee. The global L E I Regulatory Oversight Committee 

Charter should be prepared by the FSB L E I Implementation Group for endorsement by the G-

20 at the Finance Ministers and Cential Bank Govemors meeting in November 2012 or by the 

FSB Plenary in October. 

As outlined earlier, the proposed global R O C Charter would define and frame the proposed 

international governance arrangements. The R O C would be established on endorsement ofthe 

Charter. 

50 



Recommendation 22 

REGULATORY OVERSIGHT COMMITTEE A Regulatory Oversight Committee, as 

specified in the Charter, should have the responsibility of upholding the governance principles 

and oversight of the global L E I system functioning to serve the public interest. The 

Regulatory Oversight Committee should be a body representing regulators and other 

government or supranational enthies engaged in regulating or monitoring the fmancial system 

or markets. Membership and decision making processes would be established by the Charter. 

Wherever possible, decisions would be reached by consensus. 

The ROC wil l have responsibility to ensure that the govemance and Operation of the L E I 

System wi l l protect the public interest. The proposed Charter wi l l set out the high level 

principles goveming the creation and Operation of the ROC. Powers and participation 

arrangements are set out in the following recommendations. 

Recommendation 23 

POWER AND AUTHORITY OF THE REGULATORY OVERSIGHT COMMITTEE 
The Regulatory Oversight Committee has the ultimate power and authority over the global 

L E I System. Any power delegated to the Centtal Operating Unit, Local Operating Units and 

other entities can be reversed by the Regulatory Oversight Committee^^. The Regulatory 

Oversight Committee should establish a formal oversight plan to ensure that its directives to 

the Centtal Operating Unh or other parts of the system are enforced and that the govemance 

principles are upheld. 

The ROC wil l be granted the uhimate power over the global L E I system in relation to 

delivery of the public good and protection of the public interest. It wi l l take any action 

deemed necessary to protect the public interest in respect of the global L E I system. Specific 

responsibilities assigned to the R O C include: 

• Co-ordination of the global regulatory community to oversee the implementation and 

Operations of the global L E I system in the public interest. 

• Development of plans, policies, and sttategy for the global L E I system. 

• Approval of technical and operational Standards for the global LEI system. 

Promotion of the L E I as an industiy Standard. 

• Approval ofbusiness continuity Standards for the global L E I system. 

• Approval of budgets and the setting of fees for the central Operations and functions 

ofthe System, and overseeing local arrangements. 

• Requiring audits of the system (including appointment of external auditors) for 

financial conttols, bushiess practices, data quality Standards or other matters 

necessary to ensure the public interest. 

• Ensuring balanced representation by geographic area and economic sector of the 

B O D ofthe C O U . 

Local authorities may also reserve rights to be engaged in decisions on local registration Operations. 
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• Appointment oftlie initial B O D of the C O U . 

• Veto and removal of members of the BOD. 

• Appointment of independent members of the BOD, serving the public interest. 

• Approval of policies for the recognition and termination of local registration agencies 

and LOUs. 

• Approval of material contracts with third parties to avoid 'vendor dependence' and to 

ensure high quality in serviees that are subcontracted. 

The ROC, when deemed appropriate, may delegate the fulfillment of selected responsibilities, 

as determined and agreed by the Plenary. 

Recommendation 24 

PARTICIPATION JN T H E REGULATORY OVERSIGHT C O M M I T T E E To 

participate in the L E I Regulatory Oversight Committee, an authority should indicate support 

for the global L E I High Level Principles and Charter for the Regulatory Oversight 

Committee. Authorhies may elect to be a füll member ofthe Regulatory Oversight Committee 

or an observer. The rights and responsibilities of members and observer Status participants 

should be defined in the Charter. 

Participation in the R O C shall be open to all authorities and jurisdictions that agree to the core 

principles and purposes of the global L E I system and that are Willing to subscribe to the 

objectives and commitments specified in the high level Charter. Participation wi l l be at the 

Plenary level which is the highest decision making body of the ROC. 

Plenary membership may be large. To help facilitate the work of the ROC, an Executive 

Committee shall be appointed. The Executive Committee wi l l take the day to day work 

forward. Membership of the Executive Committee shall be balanced jurisdictionally and 

regionally and also in terms of members' fimctions (eg prudential regulators, market 

regulators, central banks, etc). 

Wherever possible, decisions shall be taken by consensus. Where this is not available, a 

voting System shall be applied, based on an allocation specified in the Charter. 

The requirements, rights and responsibilities of Observer Status shall be set out in the Charter. 

Recommendation 25 

LEVERAGING INFRASTRUCTURE OF AN INTERNATIONAL FINANCIAL 
ORGANISATION In developing proposals to establish the Regulatory Oversight Committee 
following agreement on the Charter, the hnplementation Group should i f possible and, subject 
to agreement, leverage on the existtng infrastructure of an international financial Organisation 
to inhiate and stand-up the global L E I governance structure in a timely manner, utilising the 
experience ofthe intemational Organisation in executing international initiatives. 

The FSB sees considerable merh in drawing on the experience and infrastiucture of an 

international financial Organisation in helping to prepare and launch the intemational 

govemance fiamework. Help and advice may be sought in a number of areas such as technical 

development and preparations; legal work; and meeting logistics. 
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Successful implementation of this, option will requhe the acceptance and agreement of the 

international fmancial Organisation to the proposal. 

Recommendation 26 

GOVERNING DOCUMENTS FOR T H E CENTRAL OPERATING UNIT Alongside the 

development of the global Charter, the Implementation Group should develop legal 

documents goveming the mandate provided by the Regulatory Oversight Committee to the 

Central Operating Unh as well as other legal documents needed to specify the fiill govemance 

framework for the global L E I system. 

A number of legal documents wil l need to be prepared alongside the Charter to set out and 

specify the governance framework for the global L E I system. These potentially include the 

following: 

1. Regulatory Oversight Committee by-laws or similar document; 

2. ROC Plenary and Executive Committee governing documents; 

3. Foundation or body of equivalent legal form agreement for the Cenfral Operating 

Unh; 

4. Legal agreement between the ROC and the Central Operating Unh or similar 

document; 

5. IP and other related copyright/tiademark protection framework; 

6. Information sharing agreements or similar documents draft; 

7. Legal analysis of anti-trust laws to ensure adherence to competition and anti-trust 

provisions. 

The proposed FSB L E I Implementation Group wil l be charged with responsibility for drafting 

the legal documents alongside the high level Charter for the ROC. 

The B O D ofthe C O U wil l assent to and respect the terms of a legal agreement with the R O C , 

specifying roles, responsibihties and rights of the respective parties for the governance and 

oversight ofthe global LEI system. 

Recommendation 27 

BOARD OF DIRECTORS OF T B E CENTRAL OPERATING U M T The Central 

Operating Unit shall have a Board ofDirectors. The Regulatory Oversight Committee has the 

right to veto membership ofthe B O D , as well as to remove members. The R O C has the right 

to appoint independent members. . 

The C O U forms the operational arm of the global L E I system, charged with fulfilhng the 
necessary central functions to the overall Standards set by the ROC. The B O D of the C O U has 
responsibilify for the functioning of the COU, including the operational integrity and 
implementation and maintenance of Standards specified by the ROC. The B O D should be 
populated by stakeholders representing a wide ränge of interests, such as non-financial 
companies as well as fmancial, experts with demonstrated experience of successfiiUy 
intioducing and operating entity identification schemes in other industries, and independent 

53 



directors. It sliould be formed from membership Of the proposed global L E I foundation or 

body of equivalent legal form which wil l form the C O U , together with independent members. 

The initial Board shall be appointed by the R O C once the Committee has been established 

and the ROC has recognised the foundation as the system C O U . Thereafter, the ROC wi l l 

veto/remove members of the Board proposed by the foundation and retains the right to 

appoint independent members''^. 

Recommendation 28 

FORMATION OF T H E INITIAL BOARD OF DIRECTORS OF T H E CENTRAL 
OPERATING UNIT The Central Operatmg Unh's inhial Board of Dhectors should be 

appointed by the Regulatory Oversight Committee, taking into account the need for 

geographic and sectoral diversity. The Implementation Group should develop the fitness 

criteria, size, role etc for the B O D that should be reviewed in two years by the Regulatory 

Oversight Committee. 

It is important that the B O D ofthe C O U has a balanced representation of stakeholder interests 

charged with ensuring that the C O U is run efficiently and effectively as the operational arm of 

the global L E I in line with the Standards set by the ROC. 

Recommendation 29 

POWERS AND FUNCTIONS OF T H E BOD OF T H E C E N T R A L OPERATING U M T 
The Board ofDirectors of the Central Operating Unh should be granted powers to direct the 

management and Operations of the Central Operating Unit in line with the overall Standards 

set by the Regulatory Oversight Committee. 

Specific responsibilities may include: 

• Appointing and dismissing management ofthe C O U . 

• Entering into and enforcing confracts for serviees. 

• Audhing a local registtation agency or L O U , or other service providers. 

• Dismiss or replace service providers as necessary. 

• Invalidating an LEI , i f appropriate Standards are not met. 

• Determine a payment system for fees and serviees, in line with the decisions of the 

ROC. 

Recommendation 30 

CONTINGENCY ARRANGEMENTS The Regulatory Oversight Committee is responsible 
for setting and overseeing the application ofbusiness continuity Standards for the global L E I 
System in line with best practices for key fmancial infrastructure. Rules and procedures should 
be defmed that the Central Operating Unh and Local Operating Units must follow in case of 
insolvency, bankruptcy, etc in order to ensure continuity of the global L E I system. A protocol 

In this context independent members mean non-industty representatives. 
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should also be developed for maintenance of secure parallel copies of the LEI , in a manner 

that respects local laws. " 

The Global L E I system should be available on a continuous basis and should meet best 

practice Standards for business continuity and contingency planning for key fmancial market 

infrastructure. The system should also be able to function in the event of insolvency and 

bankruptcy of a component, through the identification and application of rules and procedures 

that must be followed in such a case. 

Recommendation 31 

LEI INTELLECTUAL PROPERTY The L E I Implementation Group should conduct 

analysis and provide recommendations on the treatment of the " L E I " intellectual property 

(such as the L E I code, Sof tware , reference data, any other L E I data, operational protocols, etc) 

according to the principles of open access and the nature of the L E I system as a public good. 

The objective of this analysis shall be to ensure a regime that assures the availability in the 

public domain, without limh on use or redistribution, of L E I data, reference data, and 

processes. Any intellectual property rights should be held by, or licensed to the global L E I 

foundation unless. defined otherwise by the Regulatory Oversight Committee. Copyright 

should be used to the extent possible to promote the free flow or combination of information 

from disparate sources. 

Development ofthe global system of unique entity identifiers is likely to entail the creation of 

specific intellectual property rights in relation to certain key operational features of the 

System. It is important that such IP rights do not provide privileges that act against the pubhc 

interest, for example, by providing power to market providers that ensures that the system 

relies on their serviees, or that the system cannot function in the event that the particular 

vendor enters insolvency. To avoid adverse incentives and to ensure continuity ofthe system 

and thus that the system is 'vendor independent', the IP rights should reside ultimately with 

the global L E I system, as embodied by the proposed global governance arrangements. 

The L E I is deemed to be a public good and available to the public at large for free. LEIs may 

be freely reproduced, distributed, transmitted, used, modified, buih upon, or otherwise 

exploited by anyone for any purpose, commercial or non-commercial, and in any way, 

including methods that have not yet been invented or conceived. It wi l l be important to 

specify clear rules and guidelines on the use ofthe L E I to make sure that the principles o f free 

and open access are protected and that the system is not abused. 

V i n . Implementation and next steps 

The FSB strongly supports the rapid implementation of a global L E I system under the 

framework set out above. Early delivery of the system would provide manifold benefits to the 

global regulatory community and to the private sector. 

This section sets out an implementation plan fiamework. The aim is to adopt the Charter of 

the Regulatory Oversight Committee of an independent, open, fair and fransparent global L E I 

System in November 2012, with the Committee fiilly and independently fimctional by March 
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2013. Achieving this objective v/ill require substantial high pohtical level support and a 

strong commitment to provide expert resources to undertake the necessary work, as well as 

strong engagement and co-operation with the wide ränge of the private sector participants on 

the C O U development. 

To advance the global L E I inhiative into the implementation phase, the FSB recommends 

setting Up an L E I Implementation Group with a clear mandate to 'launch' the System on a seif 

standing basis as soon as possible. 

Two immediate Strands of work were identified that need to be addressed by the FSB L E I 

Implementation Group: 

• Governance: Undertaking all the legal, policy, organisational and administrative 

work to establish the permanent governance arrangements for the global L E I system 

as well as the necessary legal and administrative work to stand-up the C O U ; 

• Operations: In close co-ordination with the private sector, to undertake and oversee 

the necessary technical work to develop, launch, and implement an operational 

System for the C O U of the global LEI, that delivers agreed technical and operational 

Standards, and that enables open access to the system and federation of local 

Operations. 

A third stiand is continued policy development. Until the new govemance arrangements are in 

place that wil l address outstanding policy issues at that time, policy development, such as 

work on corporate ownership structures and business hierarchies, wi l l take place under the. 

Implementation Group. 

The FSB L E I Expert Group is an ad hoc group which has a time-limited mandate. It has now 

been disbanded. If the proposals and recommendations in this report are accepted, and the 

FSB is tasked to support the first step ofthe global L E I system implementation, the proposed 

FSB L E I Implementation Group wil l be created immediately after the G-20 Summh to take 

the project forward. Although the Group wil l build on the Expert group, in terms of 

membership and skills, addhional legal expertise and additional technical and operational 

skills wil l be needed, relative to the membership of the Expert Group. The Implementation 

Group should cease to exist upon formation of the ROC, which should be by March 31 2013 

at the latest. • 

Membership ofthe Implementation Group wil l be open to authorities and jurisdictions willing 

to support the development and implementation of the global L E I system, and to supply 

suhable expertise to the project. 

Recommendation 32 

FSB LEI IMPLEMENTATION GROUP Subject to the G-20 supporting fiirther work to 

launch the global LEI , and entrusting implementation planning to the FSB, an F S B L E I 

Implementation Group should be established with a clear mandate to launch the global L E I 

System on a seif- standing basis. The L E I Implementation Group should cease to exist upon 

formation ofthe Regulatory Oversight Committee which should be by 31 March 2013 at the 

latest. 
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Recommendation 33 

S T R U C T i n i E OF T H E FSB LEI IMPLEMENTATION GROUP A time-limited FSB 

L E I Implementation Group (IG) of interested and willing experts (legal, IT, and other) from 

the global regulatory community that includes interested parties from the FSB L E I Expert 

Group should be formed to take the global L E I initiative forward into the global 

implementation phase until the Regulatory Oversight Committee is established. The IG 

should be led by representatives from different geographic areas to reflect the global nature of 

the LEI initiative and wi l l be supported by the FSB Secretariat. The IG should develop 

proposals for the global L E I system stand-up as defmed in the mandate below for review and 

endorsement by the FSB Plenary in October 2012 and, as appropriate, fmal review and 

endorsement by G-20 Finance Ministers and Central Bank Govemors in November 2012. 

Recommendation 34 

RESPONSIBBLITBES OF T H E FSB LEI IMPLEMENTATION GROUP The mandate of 

the FSB LEI Implementation Group should be to prepare a draft global L E I Regulatory 

Oversight Committee Charter, proposals for the establishment of the L E I Regulatory 

Oversight Committee and related structures, develop all necessary legal documents for 

Regulatory Oversight Committee Operations, develop necessary intellectual property 

agreements and contracts, conduct research and provide recommendations on L E I related 

information sharing arrangements; set up the process and any necessary legal documentation 

necessary for establishment of the Central Operating Unh and hs Board ofDirectors; and set 

up the process for establishment of necessary Standards, protocols, rules and procedures and 

organizational design for the Central Operating Unh. 

Launch ofthe global governance framework 

The High Level Principles and proposed Charter for the R O C wi l l frame the govemance 

arrangements for the global L E I system. Subject to high level support for the approach, the 

Charter wi l l be developed by the Implementation Group for endorsement by the FSB in 

October, as appropriate, fmal sign o f f and endorsement by the G-20 Finance Ministers and 

Central Bank Governors in November (see Annexes 1-4). A very provisional list of elements 

for inclusion in such a Charter is outiined m Annex 4. Suggested imtial components, include: 

• Mission of the Regulatory Oversight Committee 

• Objectives of the Charter 

• Commitments and Obligations 

• Membership 

• Mandate and Responsibihties of the Regulatory Oversight Committee 

• Functions and Powers 

• Structtire ofthe R O C 

• Decision Making 

• Sub - Committees and Advisory Panels 
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• Secretariat and Administration 

• Establisliment 

As well as preparation of a draft Charter, the Implementation Group wi l l also need to prepare 

all the supporting legal documents governing the global L E I system. A preliminary list is set 

out above under recommendation 26. 

Drafts of these documents could also be taken forward by the proposed group in consultation, 

i f necessary, with fmancial industry specialists and private sector legal experts with relevant 

experience in those areas. The aim will be to prepare all of the necessary legal documentation 

to support the launch ofthe ROC by March 2013 at the latest. 

Recommendation 35 

ESTABLISHMENT OF THE GLOBAL LEI SYSTEM The global L E I system wi l l be 

established by the endorsement of the high level Charter for the Regulatory Oversight 

Committee by the G-20 Finance Ministers and Govemors in November or by the FSB Rlenary 

in October. 

Endorsement of the Charter wi l l establish the global L E I system. That wi l l include the 

govemance framework including: the creation of the ROC, potentially housed in an 

international Organisation; and appointment of the Chair and Secretariat of the R O C . Once the 

R O C has been created from jurisdictions and regulatory authorities indicating support for the 

Charter, by March 2013 at the latest, it wi l l have responsibility for the endorsement of the 

C O U and for the launch of the System on a self-standing basis as soon as possible, which 

should be by the end of 2012 ideally and by March 2013 at the latest. 

Launch ofthe operational framework 

The principal focus in relation to the creation ofthe C O U is on the speedy development and 
implementation of a central platform that wil l facihtate the integration of local identification 
Systems (whether currently existing or emerging) into a logically central database of unique 
LEIs based on consistent Standards, protocols, procedures, etc). The technology stream ofthe 
Implementation Group will work with a wide group of private industry representatives to 
develop a global L E I system that wi l l allow the rapid integration of federated local Systems 

into the logically centralised database and that wi l l appear to be seamless to end users. In 
other words, any user will be able to access the global L E I system and obtain the LEIs or 
reference data of any entity registered with the system ftom across the globe - subject to 
privacy or confidentiality restrictions. being maintained. Indeed, in the latter respect, the 
technology stream wil l need to ensure that the system meets the highest Standards in relation 
to data integrity and security, business continuity and access controls. 

The Implementation Group will work closely with private industry experts to design and build 

an efficient system for the Central Operating Unit. The preferred approach is for the ROC 

(inhially the Implementation Group) to direct the creation o f a global L E I industry foundation 

or body of equivalent legal form to develop and operate the C O U . 

Following agreement to proceed with implementation, regulators would immediately solicit 
interest from a broad specfrum of private industry that includes fmancial companies (i.e. 
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banks, fmancial intermediaries) and non-fmancial companies (i.e. Standard setting bodies, 

data vendors, commercial companies, Consulting companies) to participate in a global 

foundation that would be tasked to develop technical solutions for the implementation of the 

global LEI System, under the broad guidance and proposed legal framework provided by the 

Implementation Group. Participants would be sought on a global basis and from a broad set of 

experience, including from experts from outside the fmancial sector with experience of 

successfully introducing entity identification schemes. The Implementation group wi l l 

provide a framework (outlining the main requirements ahd Standards) and guidance for the 

private sector, enabling interested parties to work together within a foundation framework to 

deliver open access implementation processes and solutions that wi l l quickly develop a 

central 'plug in ' platform that local Systems wi l l link into. Once the R O C has been 

established, and the parallel legal work to set up the foundation completed, the ROC would 

set the eligibility criteria for membership and would select the global foundation to act as the 

C O U . A n initial B O D could then be selected by the ROC from the foundation members 

(supplemented potentially by independent members) to oversee the preparatory work and to 

act as the B O D ofthe self-standing C O U . The B O D per Validation by the R O C would decide 

for each part of the system whether to develop and operate the component within the 

foundation, or whether in some cases to buy in serviees or facilities from third party vendors. 

The Provision of seed-corn funding for the development of the system would need eariy 

resolution. The various possibilities include: private foundation fundmg (preliminary 

discussions indicate interest on the part of such foundations and other non-governmental 

organisations); contributions/loan from the public sector or an intemational fmancial 

institution; public funding and/or a private sector loan (that is the funding method suggested 

by GFMA/SWIFT/DTCC). Seed-com funding would be repaid out of subsequent revenues of 

the System. A n important early task of the Implementation Group wil l be to pursue seed-corn 

funding options, for consideration and decision by the ROC. The proposed implementation 

plan and timelines are summarised in the annexed Charts 5-7. 
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Annex 5: LEI Implementation Group work plan diagram 
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Annex 6: Global LEI system Charter development diagram 
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Annex 7: LEI Central Operating Unit development process diagram 
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Annex 3 

Global LEI System High Level Principles 

1. The Global LEI system should uniquely identify participants to financial transactions." 

2. The LEI system should meet fhe requirements of the global regulatory community for 
accurate, consistent and unique entity identification. 

3. The LEI system should be designed in a maimer that provides benefits to financial 
market participants. 

4. Flexibility must be built into the global LEI system to provide the capability for the 
System to expand, evolve, and adapt to accommodate innovations in financial markets. 

5. The LEI system should not be "locked-in" v/ith a particular service provider for any key 
System fimctions or processes. The principles of competition should be ensured on both 
global and local levels where appropriate. 

6. The global LEI system should support a high degree of federation and local 
implementation under agreed and implemented common Standards. 

7. The LEI system should meet evolving requirements of both the regulatory community 
and industry participants hi terms of information content, scope of coverage, timeliness 
and availabihty. ° " . 

8. The LEI Regulatory Oversight Committee should have fhe responsibility of upholding. 
the govemance prhiciples and oversight ofthe global LEI system functioning to serve 
the pubhc interest. The Committee has the ultimate power and aufhority over the global 
LEI System. 

9. The mission, role and responsibilities of fhe ROC shall be specified by the global LEI 
Regulatory Oversight Committee Charter, whi^ shall establish the Committee. 

10. Participation in the global LEI Regulatory Oversight Committee shall be open to all 
authorities subscribing td the High Level Principles and to the objectives and 
commitments hi the Charter. 

11. The LEI Central Operating Unit should have the mission and role to ensure the 
application of uniform global operational Standards and protocols set by the ROC and 
act as the operational arm of the global LEI system. It shall be estabhshed as a 
foundation or legal equivalent. 

12. The LEI Cential Operating Unit should have a balanced representation of industry 
participants fiom different geographic areas and sectors of economy. Its Board of 



Directors should be selected from industry representatives, plus independent 
participants. 
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