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I. INTRODUCTION

Unlike the case for central bank independence, which has won a broad following in both
academic and policy communities, the case for independence for financial sector supervisors
(hereafter called Regulatory and Supervisory Agencies (RSAs)) remains controversial.
Policymakers remain reluctant to grant independence to regulators, despite strong arguments
developed in its favor, supported by results of emerging empirical research, which indicates
that independence for RSAs” is beneficial for financial system soundness.’

In part, this reluctance stems from the genuine concern that an independent regulatory
agency, if not structured properly, will be able to act as “an unelected fourth branch of
government” (Majone (1993)), not subject to the usual checks and balances of constitutional
systems. In the specific case of RSAs, because supervisory actions often involve issues that
can become highly politicized—such as the decision to intervene or close a bank—and which
can also have a significant impact on individual property rights, their independence can, with
some justification, be seen as a delegation of authority too far. Moreover, theories of
regulatory capture (Stigler, 1971) also continue to make an impact on the debate. These
theories entail that, without proper political oversight and control, regulators will act to
promote industry interests at the expense of those of consumers.

At the same time, an element of self-interest may be discernible in politicians’ reluctance to
grant agency independence, as is suggested by the formal model recently developed in
Alesina and Tabellini (2004). The model explains that politicians choose to retain (as
opposed to delegating to bureaucrats—or agencies) those tasks that are likely to generate
rents, campaign contributions or bribes, or that have redistributive effects (from which they
can benefit during the next elections). This explanation fits the political preference for
retaining (some) control over RSAs very well. In many parts of the world, the political class
(still) sees the financial system as a vehicle for redistributive policies (directed and connected
lending), and is able to generate rents from the sector (politically connected banks). Hence,
their desire to remain formally or informally (through interference in the regulatory and
supervisory process and granting regulatory forbearance) involved in financial sector
regulation and supervision.”

? This paper focuses on banking supervisors, but the arguments evidently apply equally to supervisors of other
parts of the financial sector. The terms regulators and supervisors are used interchangeably, although it is
recognized that both functions involve a set of different tasks.

? The Basel Core Principles (BCP) for Effective Banking Supervision, first issued in 1997, was the first official
document to stress the importance of operational independence for bank supervisory authorities. Until recently,
academic interest in the topic was scarce. The need for independence is mentioned, for instance, in Lastra
(1996) and Goodhart (1998). Quintyn and Taylor (2003) were the first to discuss the case for independence in a
systematic manner. Empirical support is presented in Das, Quintyn, and Chenard (2004) (see also footnote 9).

* O’Neil Brown and Dinc (2004) lend strong empirical support for this proposition. For a sample of emerging
market countries, they show that failing banks are much less likely to be taken over by the government or to

(continued...)



To the extent that the reluctance to cede independence to RSAs has its source in a genuine
concern for ensuring constitutional checks and balances, the purpose of this paper is to shed
new light on the notion of accountability, on the interaction between independence and
accountability, and on the proper design of accountability mechanisms. A clearer
understanding of these topics should help clarify the nature of accountability and overcome
the reluctance to grant independence.

While the necessity for establishing accountability arrangements has been widely recognized,
pursuing it in practice has often proven to be difficult. This is partly so because
accountability is an elusive, multi-faced, and complex concept, but even more so because
accountability is often—incorrectly, as we shall argue—seen as inimical to independence.
Indeed, the independence-accountability interaction seems to be clouded by several
misconceptions, culminating in the often-heard statement that there is a “trade-off”” between
the two concepts. This paper will argue that there is no such trade-off.

The thesis of this paper is that agency independence need not imply the creation of a
regulatory bureaucracy that is answerable to no one, and that subjecting RSAs to checks and
balances is not necessarily incompatible with agency independence. The paper argues that
properly structured accountability arrangements are fully consistent with agency autonomy.
Good accountability arrangements make independence effective because they provide
legitimacy to the independent agency. By contrast, poorly structured accountability
arrangements can undermine agency independence. An accountability arrangement is bad if
it enables third parties to exercise de facto control/influence through what is a de jure
accountability arrangement.

The standard theory of political control of bureaucracies, starting from the principal-agent
theory, conceptualizes the delegation of authority as the formation of a contract between the
two parties. Conceived in this way, the problem of accountability can be thought of in terms
of the conventional principal-agent problem of ensuring agreed-upon contractual
performance. However, this conceptual framework impales agency independence on the
horns of a dilemma: either the agency determines whether it has performed according to the
contract (independence) or another body or institution makes that determination (control).
The dilemma is that if the agency itself makes the determination, it becomes an “unelected
fourth branch of government” that cannot be properly held to account for its performance. If
another body or agency makes that determination, the RSA cannot be genuinely independent.
Thus, many analysts have presented the relationship between independence and
accountability in terms of a “trade-off.”

lose their license before elections than after. This paper also corroborates the time-inconsistency parallel that
Quintyn and Taylor (2003) drew between bank supervision and monetary policymaking.



This approach to analyzing the independence-accountability pair is flawed and inhibits the
development of the full benefits of accountability. The idea of a simple trade-off between
independence and accountability profoundly distorts the relationship between these important
concepts, as well as our thinking about appropriate accountability arrangements.

We will argue that accountability of an independent agency cannot be conceived as a simple
vertical relationship between a principal and an agent that can be reduced to a single question
(has/has not the agency’s performance been in accordance with the terms of the contract?).
To arrive at that point, it is necessary to recognize from the start that accountability is not
synonymous with control and that independence is never absolute. The agency has received
delegated power; hence, it needs to give account and, if need be, take actions to redress faults
and shortcomings. Thus, accountability, as opposed to control from one point in the system,
aims for the establishment of a network of complementary and overlapping checking
mechanisms (Majone, 1994). Accountability is established through a combination of control
instruments in such a way that “no one controls the independent agency, yet the agency is
‘under control’” (Moe, 1987). Hence, the complexity of accountability relationships and
mechanisms needs to be recognized.

This complexity applies especially to RSAs that inevitably operate in a multiple principals
environment, often have multiple objectives, of which most are nonmeasurable, and have
far-reaching intervention powers in supervised entities. In short, accountability has many
different dimensions, and answers to the questions, “Accountability to whom?” and,
“Accountability by what means?”” will vary depending on the context. The conclusion is that
more attention needs to be given to accountability and the proper structuring of
accountability arrangements in order to bolster agency independence and governance.

The paper is structured as follows: Section II provides an analysis of the role and functions of
accountability; Section III discusses features of RSAs that differ from central banks
(considered exclusively as monetary policy agencies) and that introduce a greater need for,
and level of complexity into, accountability arrangements; Section IV lays out the design of
accountability arrangements in light of the conclusions of the two previous sections; and
Section V brings together the conclusions of this paper.

II. ROLE AND FUNCTIONS OF ACCOUNTABILITY

The Oxford English Dictionary defines accountability as “obliged to give a reckoning or
explanation for one’s actions; responsibility.” Responsibility is defined as “legally or morally
obliged to take care of something or to carry out a duty; liable to be blamed for loss or
failure.” Implicit in this definition is that the person/agency that is held accountable (the
accountee) has been given a mandate, an objective against which he/she has to give account
to the person/agency from which the mandate has been received (the accountor). The
accountor gives the mandate, delegates the power, while the accountee receives power.

Thus, the traditional conception of accountability has two elements: the idea of checking on
the accountee’s performance—literally, “holding to account,” and the requirement that the



accountee takes responsibility for failure, goes on to make amends for any fault or damage,
and takes steps to prevent its recurrence in the future.

The contemporary view on accountability has shifted and broadened.” Changes in the
socio-political environment have prompted changes in accountability relationships. In
modern democratic societies, the traditional vertical accountability relationships are being
complemented by horizontal relationships with multiple principals. Developments such as
the emergence of participatory democracy, the greater role of the media, and the growing
need to keep citizens and civil society directly involved in agency work, which in itself is
becoming more complex, are prompting accountability relations to become more diversified
and pluralistic. As noted by Behn (2001), the concept of accountability is more extensive
now than in the past, and properly structured accountability arrangements can play an
enabling role by providing legitimacy and improving agency governance and performance.

Against this background, accountability for independent RSAs can be thought of as fulfilling
four main functions. These are to (i) provide public oversight; (ii) maintain and enhance
legitimacy; (iii) enhance agency governance; and (iv) improve agency performance. ° The
recognition that accountability fulfills four main functions helps to bridge to a large extent
the different emphasis that lawyers (political dimension of accountability) and economists
(performance) tend to put on accountability and that, at times, also confuses our thinking
about accountability (see Lastra (2001) and (2004) on the difference between both views).

A. Provide Public Oversight

This is the classical function of accountability. Historically, the function of parliaments and
legislatures was to exercise oversight of the way that the executive branch of government
performed its functions. In the case of independent RSAs, the fact that authority is delegated
by the government—and not simply forsaken—implies that there is a hierarchy within which
the ultimate responsibility for the consequences of the implementation of the delegation is
retained by the principal, i.e., the legislative or the executive power. This gives rise to a
tension between retaining the ultimate responsibility, which implies also safeguarding
political legitimacy, and ensuring the autonomy of the agency. On the one hand, the RSA
needs to be independent of political pressures, while on the other hand it also needs to be
held accountable for its activities.

> For a detailed argumentation and analysis, see Romzek (1996) and (1997), Behn (2001), and Bovens (2004).

% Bovens (2004) lists a fifth function—to provide public catharsis (in cases of tragedies, fiascos). This function
is less important from the point of view of this paper. It can, however, have a role of importance in the
aftermath of, for instance, a systemic banking crisis.



The position of the accountable agency is, ultimately, embedded in a country’s constitutional
system that governs the relationship between the branches of government, as well as the
hierarchy of legal norms. The allocation of public powers to an independent agency will be
limited to those powers necessary for the agency to achieve its objectives. Accountability in
that context is, by definition, toward its main principals, the legislative and executive
branches of government.

B. Maintain and Enhance Legitimacy

Only if the actions of an independent regulatory agency have legitimacy in the eyes of the
political principals, the regulated firms, and the broader public can it be genuinely effective
and use the granted independence effectively. If the agency’s actions are perceived as lacking
legitimacy, its independence will not be long-lasting. Legitimacy can be generated not only
by having in place clear legal foundations for RSA action, but also through various
accountability mechanisms and relations.” Accountability permits the agency to explain the
pursuit of its mandate to a broader public. This is essential to build understanding of, and
broad-based support for, the way it performs its duties and, hence, provide a necessary
precondition for agency legitimacy. Many decisions may be too technical for informed public
debate, but, as a minimum, the general public needs to understand the purpose for which the
agency exists and the principles underlying its approach to specific tasks, including the
trade-offs and dilemmas it has to confront.

At the same time, accountability arrangements provide a public forum in which different
stakeholder groups can make representations about agency policies. By creating
opportunities for transparent and structured public influence, the incentives for private
influence are reduced.

Accountability can help transform public understanding into reputation. A strong public
reputation for competency, probity, and integrity can help translate a formal grant of
independence into the ability to take decisions in the face of strong opposition from vested
interests. An agency with a strong reputation is more likely to be trusted by the public and,
thus, given the “benefit of the doubt” in controversial cases.

7 The narrower notion of legitimacy defined as “according to the law” refers to the fact that, if the agency is
established by law (and has a mandate), its legitimacy is ensured and it can take legally binding actions (Lastra
(2004) and Zilioli (2003)). While this element of legitimacy is indispensable, we emphasize the broader
dimension. Accountability bolsters the legitimacy of the agency’s actions. Explaining the actions, involving all
stakeholders, boosts support for the agency’s actions and may, therefore, also reduce any opposition or
challenge of the actions. In other words, if an agency makes the effort to explain itself, chances are greater that
stakeholders will accept the decisions.



Once it has been accepted that accountability generates legitimacy, and legitimacy supports
independence, it becomes clear that the relationship between accountability and
independence does not imply a trade-off, but is one of complementarities.® If correctly
understood, the three concepts form a mutually reinforcing triad. This function of
accountability plays a crucial role in countries with weak institutional and governance
structures, where the agency attempts to establish its credibility.

C. Enhance Agency Governance

Das and Quintyn (2002) singled out independence, accountability, transparency, and integrity
as the four institutional underpinnings that RSAs should posses in order to achieve good
governance arrangements. An essential feature of these four underpinnings is that they are
equally important and that they reinforce each other and hold each other in balance—thereby
avoiding excess and dysfunctions in any of them—in laying the foundations for good
governance practices. From this work also emerge the conclusions that (i) independence is
not a goal in itself, but part of the underpinnings for good governance arrangements;

(i1) accountability is complementary and supportive of independence; and (iii) the
combination of being held accountable and being transparent assists in enhancing the
integrity of the agent’s staff, i.e., reduces opportunities for corruption. In sum, accountability
is an esser;tial underpinning of good agency governance in its interaction with the other three
elements.

D. Improve Agency Performance

Accountability is not only about monitoring, blaming, and punishment. It is also about
enhancing the agency’s performance. A properly structured system of accountability lays
down rules for subjecting the decisions and actions of the agency to review. As such, by
reducing the scope for ad hoc or discretionary interventions, it potentially enhances the
agency’s performance. For example, a properly structured judicial review sets parameters for
the grounds on which agency decisions may be subject to challenge in the courts. An

¥ The thesis that accountability and independence are complementary is slowly gaining recognition. Discussions
about the legal position of the European Central Bank have stimulated this debate. For a general presentation of
the issue, see Majone (1994). A legal perspective is offered in Zilioli (2003). For an economist’s perspective on
the issue, see Eijffinger and de Haan (1996) and Bini Smaghi (1998). de Haan, Amtenbrink, and Eijffinger
(1999) provide empirical evidence of the complementary nature in the case of central bank independence.

? Das, Quintyn, and Chenard (2004) grant empirical support to the proposition that regulatory governance
matters for financial system soundness. They demonstrate that an index of good regulatory governance practices
is positively and significantly correlated with an index of financial system soundness for a sample of
approximately 50 countries that participated in the joint IMF/World Bank Financial Sector Assessment Program
(FSAP). The results also demonstrate that good regulatory governance has a stronger impact on financial system
soundness if supported by sound public sector governance.



obligation to give periodic reports to the legislature protects senior management from being
subjected to more frequent and deliberately vexatious questioning. Well-designed
accountability can thus help to buttress the agency’s independence.

In addition, by giving account to the government, the agency provides input to the
government as to how to (re)shape its broader economic and financial policies. So, in the
accountability process, norms are being (re)produced, internalized and, through
accountability, adjusted (Bovens, 2004). Agencies have a domain of expertise that they
should share with the government. In this sense, accountability will stimulate coordination
with the government and enhance the agency’s legitimacy (Majone (1993) refers to this as a
dialogue model). This is an often neglected function of accountability which, potentially, is
one of its more powerful ones.

III. CONTRASTING ACCOUNTABILITY ARRANGEMENTS FOR CENTRAL BANKS AND
FINANCIAL SECTOR SUPERVISORS

In designing accountability arrangements for RSAs, the natural point of reference would
appear to be independent central banks. After all, the comparatively more advanced state of
the debate about central bank independence has meant that the issue of their accountability
has also received more attention than that of RSAs."

In the following discussion, we consider a central bank performing only its monetary policy
responsibilities. In practice, central banks have performed a diverse range of functions,
including banking supervision. However, the increased prominence given to the
accountability of central banks in the past two decades has paralleled a clear trend toward
focusing central banks more specifically on their monetary policy function,'' and the
growing adoption of inflation targeting has provided a relatively clear numerical measure of
their success or otherwise in discharging this responsibility. In consequence, much of the
recent work on the accountability of central banks has taken place by reference to this
background.'?

' The case for accountability of independent central banks is made by, among others, Fischer (1994) and
Briault and others (1996). For a theory of central bank accountability, see Eijffinger and others (2000). Lybek
(1998) and Amtenbrink (1999) provide excellent overviews of accountability practices.

"' In several countries central banks have lost long-standing functions—such as banking supervision or public
debt management—as part of the package of measures that granted them monetary policy autonomy. The case
of the Bank of England provides the clearest example, but similar developments have taken place elsewhere. At
the same time, however, central banks have also recently begun to articulate more explicitly their financial
stability mandate which overlaps to some extent with that of RSAs. This development raises a range of new
issues in terms of coordination and accountability which go beyond the scope of this paper. See Oosterloo and
de Haan (2003).

12 From the point of view of this paper, it is also worth reminding that, as Lastra (2004) points out, several
central banks (e.g., Banque de France, Bank of Spain) were granted a higher degree of independence with
respect to achieving monetary policy objectives than with respect to their role as bank supervisors.
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Given the historically close connection between central banking and financial (especially
bank) regulation, it would seem but a short step to transpose some of the same mechanisms
to RSAs. However, the central argument of this section is that the accountability mechanisms
developed for central banks as monetary policy authorities cannot simply be transferred to
RSAs. Indeed, given the comparatively greater range of contingencies that can occur in
regulation and supervision than in the conduct of monetary policy, as well as the difficulty of
precisely specifying objectives, any contract for a regulatory agency is bound to be radically
incomplete."® These additional dimensions of complexity need to be reflected in the
accountability arrangements for RSAs. Unlike central banks, it is not possible to deal with
the problem of complexity by narrowing down the range of functions performed by RSAs in
a way that corresponds to the recent focus on monetary policy; it is, rather, a reflection of
inherent features of the regulatory process.

Table 1 summarizes the main differences between RSAs and monetary policy authorities that
have implications for accountability. The primary differences are as follow: (i) performance
against their mandate is typically harder to measure for RSAs than for monetary policy
authorities and RSAs very often have multiple mandates and may compete with other
regulatory authorities in achieving those mandates; (ii) there is a greater tension between
transparency and confidentiality for RSAs than in monetary policy; (iii) RSAs generally have
broad regulatory (rule-making) powers, including prudential rules, reporting, and disclosure
requirements, as well as organizational prescriptions and rules of conduct, which do not arise
in the monetary policy context; (iv) RSAs have broad supervisory and enforcement powers,
which require a special accountability relation with the regulated industry and the judiciary;
and (v) RSAs operate in a multiple principals environment. Besides the typical principals of a
monetary policy authority, such as the legislative and executive branches, the users of
financial services are also a main category of principals for RSAs.

A. Agency Objectives

A well-defined statutory objective against which the agency’s performance can be measured
is traditionally viewed as a key requirement for holding independent agencies accountable.
For central banks, this is (increasingly) price stability, and their performance can be
measured against the stated objective. For RSAs, the issues are more complicated on three
counts. Their objectives are often not explicitly or clearly articulated in the law; they often
face multiple objectives and may compete with other authorities in achieving those
objectives; and these objectives are typically hard to measure. While the first one can be
overcome by amending the law, the two others are inherently linked to very nature of the
RSA’s work.

" In other words, a Persson-Tabellini type of performance contract developed for monetary policy (Persson and
Tabellini (1993)) cannot be applied for RSAs because of the fundamental incompleteness of such a contract in
their situation.
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Clear objectives

Appendix I and Box 1 indicate that only in relatively few cases have regulatory agency
objectives been explicitly and clearly articulated in the law. The United Kingdom stands out
in the precision that has been given to the functions of the Financial Services Authority
(FSA) in the Financial Services and Markets Act 2000 (FSMA)'* Even then, analysis of the
FSA’s objectives suggests that defining the functions of a regulatory agency in a way that
facilitates its being held to account is not straightforward.

Multiple objectives

A second important difference, equally clear from Box 1, between an RSA and a monetary
policy authority is that the former is likely to face several objectives. Having multiple
objectives poses problems of prioritization and weighing when assessing the performance of
the agency. The preservation of financial system soundness and the protection of ill-informed
retail consumers are the most obvious objectives. However, they might also potentially
include preventing market abuse, and fighting economic crime and money laundering. In
some emerging markets, the promotion of market development is also mentioned as a
regulatory objective.

The existence of multiple objectives creates competing roles and responsibilities for a
regulatory agency which, for example, might be faced with a choice between adopting and
enforcing strict market-conduct rules and turning a blind eye to it in the name of “market
development.” Nonetheless, even in the absence of such obviously competing objectives, the
problem of defining the relationship between a multiplicity of goals is more likely to arise for
RSAs than for a central bank, and requires special attention when designing accountability
arrangements.

' Given that the enactment of FSMA was preceded by a debate in the United Kingdom, in which the objectives
of regulation featured prominently, it is perhaps not surprising that FSMA has stated the regulator’s objectives
so prominently (Blair and others, 2001).
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Table 1. Monetary Authorities and RSAs: Features with a Bearing on Accountability

Financial Sector Supervisor

Central Bank (Monetary Policy)

Objectives
e single versus multiple

e measurability

e  criteria to measure
achievement

Multiple
Difficult

Priorities may change

Single
Numerical objective

Simple because single and numerical

e confidentiality vs.
transparency

legal protection

The tension between public
interests and financial stability
considerations requires balancing.

Necessary

Confidentiality of measures
disappears quickly and transparency is
considered helpful

Desirable

Regulatory function

Broad-ranging

Limited (Monetary Policy-Specific)

Supervisory and
enforcement function

e proactive enforcement | Can act on their own initiative (as No
opposed to courts)
e broad intervention and | Impact on civil rights (property
sanctioning powers rights, in particular) must be taken | No
into account
Principal-agent Multiple and complex Simple

relationships
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Box 1. Financial Supervisors’ Mandates in Selected Countries

Accountability presupposes that the financial supervisor’s actions will be assessed according to certain
standards and with respect to defined objectives." This assessment forms the basis on which a decision to apply
any instrument of democratic accountability (changing the legal basis, refusing an appointment) is taken.

Most laws state multiple objectives. The Financial Services Authority (FSA) U.K states, “maintaining
confidence in the financial system,” ”promoting public understanding of the financial system,” “securing the
appropriate degree of protection for consumers,” and “reducing financial crime.” For the Netherlands Bank it is
“contributing to the smooth conduct of policies relating to the prudential supervision of credit institutions and
the stability of the financial system.” The Japanese FSA Act refers to “establishing a stable and dynamic
financial system” and “ensuring transparency and fairness in financial administration.” In Chile, it is
“supervising the entities put under its responsibility” and “issuing instructions and adopting all measures to
correct irregularity in the supervised entities to protect depositors, other creditors, and the public interest.” The
Finnish Act of the FSA stipulates, as the objective of the FSA, “to promote financial stability and public
confidence in the operation of financial markets.” As its own strategic objectives, the FSA aims at ensuring that
“supervised entities’ capacity to bear all of their risk-taking is good and corporate governance culture is sound,”
“publicized information and market practices promote sound market development,” and “the regulatory regime
is proactive and the FSA’s supervision and enforcement meets the requirements of accountability.” For the
Hungarian FSA, it is “enhancing the transparency of markets” and “maintaining a fair and regulated market
competition through the permanent surveillance of the prudent operation of organizations and entities engaged
in financial services.” In France, it is “maintaining fair and competitive markets,” and in Italy, “overall stability
of the financial system” together with “efficiency and competitiveness of the financial system.” The objective in
Switzerland is “to protect depositors and to maintain the trustworthiness and orderly functioning of the banking
system in the public interest.”

99 ¢

Statutory objectives formulated in rather general terms—Iike those above—are not operational. Their
achievement cannot be measured. Objectives can be described with more precision by principles of operation,
procedures, or by a very specific result to be achieved. The approach that is, for instanc,e taken by the United
Kingdom. FSMA is to define seven principles of operation that the FSA must bear in mind when discharging its
regulatory function (making rules, issuing codes, and giving general guidance). These include considerations
regarding the economic and efficient use of its resources and the responsibilities of those who manage the
affairs of authorized persons; proportionality of burdens or restrictions on the industry; the impact on innovation
and international competitiveness. Similar principles may be defined to evaluate the discharge of the financial
supervisor’s supervision and enforcement functions. They may relate to a risk-oriented supervisory approach,
the most efficient use of resources, and a focused enforcement policy (power enforcement).

1/ Principle 1 of the BCP for Effective Banking Supervision, explicitly provides that “an effective system of
banking supervision will have clear responsibilities and objectives for each agency involved in the supervision
of banks.” The Core Principles Methodology cites as additional criterion that “The supervisory agency sets out
objectives, and is subject to regular review of its performance against its responsibilities and objectives through
a transparent reporting and assessment process.”

Measurability

In addition, as Goodhart has pointed out (Goodhart, 2001), the objectives of RSAs refer to
something that is difficult—if not inherently impossible—to measure. For example, to decide
whether or not the United Kingdom’s FSA had met the fourth of its statutory objectives—the
reduction in financial crime—would first require data on the extent of financial crime being
perpetrated, which does not exist. Similarly, if the number of cases brought to trial is
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reduced, this could be either because the regulatory agency is being successful in pursuing its
objective or that fewer cases are being detected. Nor, Goodhart argues, do any of the FSA’s
other objectives fare better when subjected to close analysis. He concludes that “it is difficult
to come to any other conclusion except that the achievement of the objectives that have been
set for the FSA are nonoperational in the sense that no measurement of success can be
achieved. Accountability in terms of these objectives is effectively impossible” (p.153).

The difficulty of formulating RSA objectives in any measurable sense goes to the heart of the
differences between an RSA and a monetary policy authority. Whereas it is possible to set a
central bank an explicit inflation target or other monetary objective, and then hold it to
account for meeting that objective, there is no clear analogue in regulation and supervision of
having a single, measurable goal to be attained. Indeed, as Goodhart has pointed out,
references to apparently quantifiable objectives (such as the reduction of financial crime)
simply are not operational. Regulation and supervision are concerned with the prevention of
events, rather than the attainment of specific objectives in any positive sense—or with a
mixture of both, such as achieving financial sector stability and preventing crime.

Measurability of RSAs objectives is also hampered by the fact that the objectives of
regulation and supervision inevitably involve a large element of judgment. For example, an
RSA that has as its objective the protection of consumers is immediately faced with a number
of choices: What is the appropriate level of protection for retail consumers? At what level of
sophistication can individuals be reasonably assumed to be able to protect their own
interests? Should the same protection be extended to natural and legal persons? Might not a
sole trader reasonably expect the same level of protection as a business person as he or she
might expect as an individual? Where to draw the line between these legal persons and a
multinational conglomerate? These judgments are hard to make in law and, hence, must
inevitably be left to regulatory discretion. However, then we return to the problem that if
regulators are to be permitted comparatively broad discretion in interpreting their objectives,
it will be difficult to use regulatory objectives to call them to account.

These considerations indicate that the agency’s mandate will be of more limited application
in holding the RSAs accountable than would be the case for a monetary policy authority. To
overcome this drawback, the following options could be considered:

e Regulatory objectives could be carefully expressed in terms of the negative goal of the
prevention of certain undesirable outcomes. This can help focus regulatory activities and
guide the use of resources.

e The objectives could be complemented by, for instance, principles of operation,
procedures, or by a very specific result to be achieved. These tools would describe the
mandate or objectives with more precision. In this way, accountability would become
more operational if the RSA publishes the strategy or policy it promises to pursue over a
given period of time.
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e Accountability relations should be built with all stakeholders in order to create and foster
a broad understanding of the objectives and the performance of the RSAs. This would
allow all stakeholders to see the different aspects of the work of the RSAs. Building
understanding will lead to building a reputation.

B. Confidentiality and Transparency

If objectives are unlikely to provide a secure foundation for accountability, can greater
weight be placed on procedural issues? Several studies of accountability have stressed the
importance of transparency as a key feature of any satisfactory accountability arrangement
(Lastra and Shams (2001) and Lastra 2004)).

Increasingly, transparency is being recommended for central banks (see, for example the
IMF’s Code of Transparency for Monetary and Financial Policies (IMF, 1999)) and is being
adopted in practice. For example, more central banks are now following the lead set by the
Federal Reserve Board in the United States and are publishing minutes of monetary policy
meetings with a suitable delay. By this policy central banks are seeking to explain the process
by which short-term rates are set, thus reducing the element of surprise for financial markets
and providing a smoother path of interest rates. The same policy also encourages central
bank accountability. In the words of de Haan et al, “Where the reasons for a certain monetary
policy decision lay open, it is easier to make a judgment and to hold central bank officials
and/or government officials accountable for their behavior” (de Haan, Amtenbrink, and
Eijffinger, 1999).

This type of transparency is difficult to transpose from the field of monetary policy to that of
supervision and enforcement. Whereas the reasons for monetary policy decisions cease to
have any commercial sensitivity or importance after a relatively short time, the same is not
true of regulatory decisions. In the course of an enforcement procedure, RSAs must protect
the interests of all stakeholders and ensure the fairness and impartiality of the process.
Publicity could negatively affect the conduct of investigations and prevent impartial decision
making. Supervision inevitably deals with matters of acute commercial sensitivity. Because
banks depend primarily on maintaining depositor confidence, RSAs have historically been
reluctant to disclose the fact that a bank may be failing to meet minimum prudential
requirements and that they have required bank management to take corrective action. There
is a fear that the disclosure that a bank has been required to take corrective actions, even
some years after the event, may be destabilizing and destructive of confidence. For this
reason publication of bank supervisory decisions and required actions need to be treated with
circumspection.

Nonetheless, the presumption should be that such decisions and the reasoning behind them
will be a matter of public record, even if this disclosure occurs well after the event. By
encouraging transparency, supervisory agency decisions are more likely to be well-reasoned
and grounded in both law and fact; they are also more likely to be consistent with other
decisions taken in similar cases. Publicity thus reduces the scope for arbitrary decisions, and
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ensures that actions are in accordance with preannounced supervisory policies. This ought to
be a key feature of any accountability regime.

One area where transparency has an important role to play for RSAs is in the rule-making
process itself.'” There are potentially a wide range of interested parties in regulatory
rule-making: legislators, who have delegated the RSA its rule-making powers; the financial
services industry that is most directly affected by the rules; and the industry’s customers,
including the general public, whose interests regulation is intended to protect. The greater the
extent to which the regulatory agency takes into account their views as part of its regulatory
rule making, the greater will the legitimacy of its rules be. Thus, an open and public process
of consultation during rule making enhances general understanding of the aims and purposes
of the rules, helps to ensure that the rules themselves are well-reasoned and properly thought
through and, above all, confers a legitimacy on the rules that they would not have if they
merely appeared to be the outcome of unfettered regulatory discretion.

C. Enforcement and Sanctioning Powers

The presence and use of the RSAs’ enforcement and sanctioning powers is another feature
that sets these agencies apart, not only from central banks, but also from the court system.
The following features are relevant from the point of view of our discussion of
accountability.

First, there is no counterpart to the RSAs’ enforcement powers that enable it to sanction
violations of its rules and regulations in the powers granted to a central bank in respect of its
monetary policy role.'®

Secondly, there are also important differences between the way that an RSA uses its
enforcement powers and the exercise of similar powers by the court system. In contrast with
judicial enforcement, regulatory enforcement is proactive and RSAs take enforcement action
on their own initiative and in accordance with their mandate, as defined in their statutory
objectives. The mandate of the RSAs is not enforcement in itself but rather the achievement
of its statutory objectives with enforcement being one of the means for achieving them.

RSAs have an extensive tool kit for enforcing rules and regulations, including different forms
of intensified monitoring, such as special audits and onsite inspections, as well as formal
sanctioning powers. The latter comprise enforcement procedures within the sole competence
of the RSAs as well as the power to initiate action of administrative, civil, or criminal nature

13 See also Key (2003).

1 Central banks typically have the right to impose a monetary fine when banks do not comply with reserve
requirements, but otherwise operate through market mechanisms rather than coercion in achieving their
monetary policy goals.



-17 -

in the competent courts.'” This situation provides the RSA with a fair degree of discretion.
For instance, in some circumstances the RSAs might decide to forego formal enforcement
action in favor of cooperative compliance,'® while uncooperative, intentional violators may
be dealt with strictly. Minor violations may not be sanctioned when overall compliance in
key areas is high and violators demonstrate good faith.

Similarly, the availability of enforcement resources influences the degree of discretion
applied. Faced with a wide range of responsibilities, RSAs are likely to initiate enforcement
action only if it is likely to produce the desired outcome in a cost-effective manner. Thus,
RSAs may choose to focus resources on certain high-profile cases to enhance the deterrence
effect, or use a case as a precedent to demonstrate the application of the law. Quick and
effective risk-based enforcement actions aimed at the most egregious areas, focus proper
attention to the high costs of breaches of the law.

In deciding how to exercise their extensive enforcement discretion, RSAs need to develop a
regulatory enforcement strategy, setting out priorities and policies. They are likely to focus
enforcement resources on priority areas that map very clearly to their statutory objectives,
and which keep the harm arising from violations and misconduct within tolerable limits.
Such a strategy should take into account achieving compliance, promoting deterrence by
making an example of a high-profile violator, addressing financial risk, ensuring confidence
in the financial system, and enhancing fair competition. Enforcement actions may also be
influenced by certain subsidiary purposes, such as the need to maintain the credibility of an
enforcement agency or even of specific enforcement instruments or tools.

The enforcement strategy of an RSA is an important aspect of accountability. The RSAs’
exercise of discretion in its use of its enforcement powers needs to be publicly justified. The
RSAs will have to demonstrate that its enforcement policy achieves the right balance
between cooperative compliance-oriented enforcement action and deterrence-oriented
coercive action. As opposed to judicial authorities, the performance of RSAs cannot be
measured by the number of cases and convictions, but rather by overall compliance and the
achievement of the statutory objectives.

17 Based on the premise that law is inherently “incomplete,” Pistor and Xu (2001) use the term of “residual legal
enforcement powers” to describe the enforcement powers of RSAs and the role of regulatory enforcement in
“completing” the law and ensuring that rules and regulatory practice keep up with the rapid development of
financial markets and the constant innovation that have accompanied it.

" In case of criminal misconduct, RSAs generally have the obligation to pass the case to the criminal authorities
for prosecution. Oftentimes, however, the facts will be less clear so that there remains some scope for
determining the most appropriate enforcement action.
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D. A Multiple Principals Environnent

A central bank performing its monetary policy functions usually does so under a delegation
of authority from either the executive or legislative branch. Thus, the primary responsibility
is to that branch of government that has made the explicit delegation of the function. The
accountability relationship is especially clear under an inflation-targeting regime where the
numerical inflation target is set by a branch of government other than the central bank, such
as the minister of finance or parliament.

RSAs also operate under delegated authority and, therefore, must also have a close
accountability relationship with the executive or legislative branch. However, unlike central
banks, the nature of the regulatory process entails that a wide range of interests will be
directly affected by regulatory action.'” RSAs can have a potentially wide-ranging impact on
shareholders, managers, customers, depositors, investors, and the general public. They can,
for example, interfere with shareholders’ ownership and control rights, with the contractual
terms between a firm and its customers, and shape public perceptions of the integrity of the
regulated industry.

In view of the range of interests potentially affected, the traditional, vertical “single
principal-single agent” model that can be applied to central banks is inapplicable to RSAs.
They inevitably operate in a multiple principals environment in which the appropriate
accountability mechanisms are diversified and pluralistic, and the vertical dimension of
accountability is supplemented by a “horizontal” dimension. As Bovens (2004) argues, the
accountee in a multiple principals environment must face an “accountability forum” and
Behn (2001) refers to “360 degree accountability.”

While the legislative, executive, and judicial branches remain, for obvious reasons, the most
important principals or accountors, mechanisms need to be designed to ensure that the
potentially broad range of interests affected by regulatory action can be properly represented.
Therefore, direct accountability with other groups—such as the supervised entities, the
customers, the public at large, and peers—needs to be fostered.”’

' Monetary policy can, of course, also affect the interests of many people—Dborrowers and creditors, for
example—but it does not do so in the direct manner of regulation.

2 RSAs are also distinguished from central banks because they sometimes operate in a multiple agents
environment, for example, where regulation is the responsibility of several different agencies. Accountability
arrangements in such cases should be designed in a way that makes it difficult for these competing agencies to
“pass the buck.”
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IV. ESTABLISHING MECHANISMS TO ENSURE ACCOUNTABILITY

Having established that there are several additional layers of complexity in the operation of
RSAs compared with monetary policy authorities, we turn now to the question of how these
complexities can be addressed, in practice, through accountability arrangements to keep the
independent RSA “in check” without curtailing its operational independence.

The guiding principle, which has emerged from the previous sections, is that a highly
complex and specialized activity like regulation and supervision of financial markets,
involved with such a broad range of principals, can only be monitored and held accountable
by a combination of instruments and arrangements. Thus, the task is to create a network of
complementary and overlapping checking mechanisms. With such a combination of control
instruments, the goal is to arrive at a situation where no one controls the agency, but the
agency is nonetheless “under control.” Instrument design and selection should also be such
that incentives at “self-policing” are provided to the RSA.

Thus, this section explores mechanisms to enhance accountability for RSAs, taking into
account (i) the need to establish a framework of accountability that provides independence
through legitimacy for supervisors; (ii) the need to establish accountability toward all major
principals (the three branches of government (legislative, executive, and judicial) and the
other major stakeholders—the supervised industry and the customers of the financial
institutions who overlap significantly with the taxpayers and voters); and (iii) the special
nature of supervisory tasks.”!

A. Typology of Arrangements

The literature on accountability has established distinctions between different mechanisms of
accountability:

e Ex ante accountability refers to reporting before action is taken, for instance,
consultations with the stakeholders on supervisory and regulatory policies. Ex post
accountability refers to the reporting after action has been taken, for instance, the
submission of annual reports to parliament.

e The duty to answer or explain is captured in the notion of explanatory accountability,
which requires the giving of reasons and the explanation of actions taken. The obligation
to redress grievances by taking steps to remedy defects in policy or regulatory rule
making can be termed amendatory accountability.

*! See Appendix I for specific country examples.
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¢ Procedural accountability refers to requirements imposed on the process to be followed
by the accountee when taking action, for instance, due process rules. Substantive (or
functional) accountability seeks to make sure that regulatory and supervisory actions are
justifiable in terms of the objectives to be pursued.

e Personal accountability refers to the discharge of responsibilities delegated to individuals
(e.g., the president of the RSA).

¢ Financial accountability refers to the presentation of proper financial statements.

¢ Performance accountability refers to the extent to which (measurable) objectives and
criteria are met.

The accountability framework will be a combination of these types of accountability, as is
shown in Table 2.

B. Relationship to the Legislature (Parliamentary Accountability)
Objectives

Usually, the RSA will operate under an explicit delegation of powers in the form of
legislation passed by parliament. The purpose of accountability to parliament is to

(1) determine whether the mandate given to the RSAs is appropriate or whether it needs

to be reformulated; (i1) determine whether the powers that it delegated are exercised
effectively and are suitable to achieve the intended objectives, and whether or not
amendments are necessary; and (iii) provide a communication channel to amend legislation,
if necessary.

Parliament should not exercise immediate powers on the RSAs and interfere directly in its
supervisory activities by issuing concrete guidance. Parliament’s influence on the
supervisory activities is exerted through its law-making powers. That is, it can directly affect
the financial supervisor’s actions by making changes to the legal framework.

e Assessing the mandate. Since the principles of regulatory regimes are normally
promulgated by parliament, the latter should be a principal actor charged with holding the
financial supervisor accountable for meeting the stated objectives in its mandate.
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Table 2. Mapping Possible Accountability Arrangements

Accountability to Whom

Content and Form

Type of Arrangements

Legislative branch

Regular report (annual) to assembly or
committee

Ad hoc questioning and oral presentations

Ad hoc presentations of proposals for new
laws

Presentation of budgetary outcome

Audit report

Ex post—explanatory

Ex post—explanatory

Ex ante—explanatory or amendatory

Ex post—financial accountability

Ex post—financial accountability,
explanatory or amendatory

Executive branch

Regular report to minister of finance or
government

Ad hoc formal presentations, information on
sectorial developments

Proposals for new government regulations/
decrees

Ex post—explanatory

Ex post—explanatory, often pure
informational

Ex ante—explanatory or amendatory

Judicial branch

Judicial review

Supervisory liability for faulty supervision

Ex post—amendatory, procedural

Ex post—amendatory and substantive
accountability

Supervised industry

Consultation on new regulations

Regulatory impact analysis and cost-benefit
assessments

Information on regulatory and supervisory
practices on the website, annual reports,
press conferences and public statements of
representatives of the RSAs

Ex ante and ex post—explanatory,
amendatory

Ex ante and ex post—explanatory

Ex ante or ex post depending on
issue—explanatory

Customers and public at large

Mission statement

Information on regulatory and supervisory
practices on the website, annual reports,
press conferences and public statements of
representatives of the RSAs

Consumer education

Ombudsman schemes and consumer
grievance board (United Kingdom)

Ex ante and ex post—explanatory

Ex ante and ex post—explanatory

Ex post—explanatory, amendatory

Ex post—explanatory, amendatory
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¢ Overseeing implementation of legislation. As a corollary to the law-making process,
certain oversight functions are vested in the legislature.” The objective of the oversight is
to ensure that public policy is administered in accordance with the legislative intent. In
this way, the legislature should be able to keep control over the laws that it passes. By
monitoring the implementation process, members of the legislature may uncover any
defects and act to correct misinterpretation or misadministration.

e Having a dialogue on the quality of the legal framework. Parliament also possesses
the ultimate mechanism for changing the legal basis on which the RSA acts. The right to
enact new legislation or amend existing legislation can function, among others, as a
mechanism of ex ante or ex post accountability. Parliament should also give the RSA an
opportunity to voice its concern and communicate problems in its supervisory practice
that could be corrected by parliamentary action in the form of legislative amendments.

Arrangements

To ensure that these objectives are met, the legal framework should provide for regular
institutionalized contacts between the RSA and parliament. The flow of information from the
supervisor to the legislature is at the core of its accountability, and a necessary prerequisite
for parliament to exercise its oversight function. Among the five arrangements discussed
below, the first three are widely accepted, whereas the other two, if not implemented
properly, can easily cross the border from accountability to interference and control:

e Annual reporting. Laws setting up RSAs generally provide for regular, at least annual,
reporting to parliament. In jurisdictions where the minister is directly answerable to
parliament, the RSA generally submits its annual report to parliament via the finance
minister and parliament holds the RSA accountable through the minister (indirect
accountability). Such is the case in, for instance, Australia, Canada, and the United
Kingdom.

¢ Reporting to parliamentary committees. Reporting to parliament as a whole may not
be the optimal medium for effective parliamentary monitoring. Politicians rarely have the
time and expertise to absorb the information and make detailed judgments on the
complex financial and technical issues dealt with by the RSAs. Many jurisdictions have,
therefore, instituted a parliamentary committee system.”> Members serving on permanent

2 The importance of legislative oversight as a tool in monitoring administrative activities was underscored
when Woodrow Wilson, wrote, “There is some scandal and discomfort, but infinite advantage, in having every
affair of administration subjected to the test of constant examination on the part of the assembly which
represents the nation. Quite as important as legislation is the vigilant of administration” (Wilson, 1885, also
cited in EGPA Study Group (2001)).

 For instance, in the United Kingdom, parliament considers the FSA annual report through the treasury select
committee. In Switzerland, the Chairman of the Swiss Federal Banking Commission and the Director are
required to appear before the parliamentary committee when the annual report is discussed.
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committees develop greater expertise and, hence, have more scope for independent
action. Moreover, committees generally can continue working during recess and
prorogation and therefore ensure a greater degree of continuity of the monitoring
function.

Appearances before parliament and ad hoc inquiries. The obligation to explain and
account also implies a duty to submit to scrutiny and to provide an opportunity for
parliament to probe and criticize. To this end, it is generally provided that parliament or
the designated committee may summon the RSA’s chief executive to appear or to report.
Oral consultations in the form of hearing and question-time can facilitate the exposure of
problems and flaws in the operations. Inquiries can also take the form of written inquiries
of members of parliament addressed to the RSAs.

Parliamentary representation in an oversight or supervisory board. Another
mechanism through which parliamentary accountability can be carried out is
representation in an oversight or supervisory board of the RSAs.** With this approach,
safeguards need to be built in, to avoid (political) interference, and to guarantee the
confidential nature of the RSA’s work. In general, these representatives should not be
involved in operational or policy matters. On the other hand, by appointing interested and
knowledgeable delegates, this arrangement circumvents the often-heard complaint that
parliamentary accountability is ineffective because of the lack of interest of members of
parliament.*

Delegation to the finance ministry. Members of parliament have not always the time
and knowledge to go into depth, often show no interest in the subject matter, or fall into
partisan discussions. In other countries, parliament has no real power. For these or other
reasons, the monitoring function has in some countries been delegated from parliament to
the finance minister. Given the complexity and technicality of the RSA’s operations, it
can be argued that the ministry of finance, given its expertise in financial matters, is well
placed to exercise this function. However, the absence of any direct accountability to
parliament may increase the risk of political involvement in the activities of the RSA.
Therefore, in addition to accountability via the finance ministry, direct contacts between
the financial supervisor and parliament, for instance, through the conduct of hearings, are
recommended as part of the need for checks and balances.

?* This mechanism has been introduced in Germany for the new financial supervisory authority. The German
Parliament is represented by five delegates in the administrative board (Verwaltungsrat), which has a general
oversight function.

* See Graham (1998) for a detailed discussion of the shortcomings of parliamentary accountability.
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C. Relationship to the Executive Branch (Ministerial Accountability)
Objectives

A direct line of accountability to the government is needed because the government bears the
ultimate responsibility for the general direction and development of financial policies.
However, the relationship with the executive branch is different from that with the legislative
branch and, therefore, the accountability arrangements need to address several purposes.

e Information sharing. First and foremost, the government typically depends on
information from the supervisor to fulfill its own governmental functions. The
government should be informed about developments in the financial sector; however,
without breaching any confidentiality arrangements. Frequent reporting and formal or
informal contacts are the best ways to establish and maintain contact. This is a typical
case where accountability, within the limits set by confidentiality requirements, helps to
build legitimacy and credibility in support of independence.

¢ Government as issuer of regulations. The government may be principal or accountee to
the extent that it issues regulations to be implemented by the financial supervisor, or that
it can take legal initiatives more generally. Accountability for such cases resembles the
accountability arrangements toward the legislators discussed earlier, since a dialogue
about the quality of the legal framework is a key part of these arrangements.

¢ Government as appointer. In many constituencies, the chief executive and/or board
members of the supervisory agency is/are appointed by or through the government, so
there is also an element of personal accountability.

Arrangements

Instruments of accountability to the executive branch may take various forms. Genuine
accountability arrangements include reporting by the supervisory agency on a regular basis,
as well as the possibility to request information or to conduct consultations. Some
governments have the right to arrange independent inquiries into regulatory matters of
concern. However, this power should belong to parliament, not to the government. While the
right to appoint the chief executive and/or members of the RSA’s board for a fixed term
enhances independence, the right for removal on clearly specified grounds, is an
indispensable accountability mechanism.

¢ Reporting of information. The government depends on information from the supervisor
to fulfill its governmental task and rulemaking powers. The minister of finance needs to
be aware of developments in the financial system. In most jurisdictions, the government
will play an active role in financial crisis management. For these reasons, a channel of
communication between the RSA and the government needs to exist at all times. It is,
therefore, generally provided that the government, upon request, may have access to
information on all activities of the financial supervisor. Formal channels should include
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the annual report, as well as regular reporting (monthly, quarterly). Such formal reporting
should be complemented with a regular dialogue between the RSA and the minister of
finance. Information about the supervised sector, however, should only be disclosed in
aggregate format. No individual, confidential, bank data should be shared under normal
circumstances.

e Appointment and dismissal procedures. In most jurisdictions, the senior officials of the
RSAs are appointed by the government or by the head of state upon recommendation by
the government or finance minister. Governmental appointment serves to strengthen their
position, in particular, in relation to the regulated industry. Reappointment and dismissal
procedures may be looked at as mechanisms of personal accountability, and
reappointment of officials, in principle, could function as a mechanism of ex post
accountability by which an official could be dismissed on grounds of bad performance.
However, many regulatory laws lack precise rules on dismissal.”® Laws should, therefore,
include clear criteria for dismissal.

e Ministry of finance as oversight authority. In some countries, the ministry of finance is
the formal oversight authority of the financial supervisor.”” Such a relationship may raise
concerns regarding the financial supervisor’s independence. Oversight serves to promote
accountability and should allow evaluating performance. It should not become a control
function whereby political influence is exerted on the RSA. There is a fine line between
reporting and consultations, on the one hand, and the exertion of political influence on the
other. The ministry’s role should be limited to an oversight function and exclude any
direct involvement in operational and policy decisions.”® In other words, an arm’s-length
relationship needs to exist, which can be fostered through transparency of the regulatory
process. In these circumstances, the finance ministry should itself be accountable to the
legislative for its handling of the relationship with the financial supervisor.

e Direct governmental involvement in management or oversight functions. In some
countries, the governance structure of the RSA attempts to establish accountability to the
executive branch by appointing government representatives on internal oversight

*% Dismissal procedures are of relative value if dismissal is limited to cases of malfeasance. In no instance is
serious misconduct interpreted as including the failure to discharge functions properly in accordance with the
statutory objectives of the financial supervisor and thus in terms of bad performance (Amtenbrink, 1999).

27 In Germany, the ministry of finance has oversight authority and is required to ensure that the BAFin executes
its tasks according to the law.

** In some countries, the ministry’s role goes further, for instance, in Japan, where the minister of financial
services is in charge of managing the FSA’s operations. In Canada, the minister of finance is the formal head of
the OSFI, although the legislation grants supervisory powers to the Superintendent that can be exercised
independently.
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bodies.”” Representation of government or ministries should be limited to nonexecutive
members in an oversight board established without operational or policy functions. Once
they are involved in policy matters, operational independence, as defined in BCP 1, is
debatable.

D. Judicial Accountability
Objectives

Any independent agency must be accountable to those who are affected by its decisions. The
latter should have some right of legal redress in court. Given the extensive legal powers
typically conferred to the RSAs, judicial review of supervisory measures is a cornerstone of
its accountability relations.”® This form of accountability is exercised on a strictly ex post
basis. It is a control mechanism that serves to make sure that the RSAs act within the limits
of the law. It applies to the process (procedural accountability) and, in some cases, albeit to a
lesser extent, to outcome (substantive accoun‘[ability).31

Natural justice requires that the RSA must observe a number of due-process requirements
when it takes decisions affecting individuals or companies, such as issuing or withdrawing
licenses and imposing sanctions. These requirements include, for instance, that notice be
given of the proposed action and reasons; the parties be given access to the material on which
the authority relies in taking the decision and be afforded an opportunity to make
representations. Once a formal decision has been taken, the party to whom the decision is
addressed must be informed of his or her legal remedies. The purpose of these requirements

% For instance, in Germany, the finance ministry, the ministry of economy, and the ministry of justice are
represented on the Administrative Board, which has a general oversight role. In Korea, the Financial Services
Commission consists of the deputy minister of finance and economy. In France, the chairman of the Comité de
la Réglementation Bancaire et Financiere, which is the body that issues financial regulations in France, is the
minister of finance. The French Banking Commission is a college of six members chaired by the Governor of
the Banque de France. It includes the head of the treasury. In Italy, the direct oversight function is carried out by
the interministerial committee for credit and savings. Its chairman is the minister of the treasury. All members
are ministers, among them the minister of finance.

30 The term “judicial review” is generally limited to the review of the lawfulness of a decision or action taken by
a public body and, as such, distinguishable from the term “appeal,” which involves a reexamination of all facts
and the merits of the case. Here, the term “review” is, however, used in a broader sense, encompassing all legal
remedies that can be taken to amend or invalidate a decision or action taken by an RSA.

3! There is also another, not necessarily conflicting, view among scholars on the relationship between
independent agencies and courts. In light of the weaknesses inherent in parliamentary and executive
accountability (lack of interest and expertise in the subject matter and time inconsistencies), some authors have
claimed that the judicial branch is the only one that can preserve the continuity of the regulatory process. They,
therefore, suggest a partnership—rather than an accountability relation—between RSAs and the judicial system.
See, for instance, Shapiro (1988). For a more general discussion on pros and cons of this approach, see Majone
(1993).
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is to ensure that the procedure be as transparent as possible and that it results in a fair and just
decision.

Judicial review not only serves to ensure the observance of procedural requirements, it also
serves to verify the legality of its conclusions. Any judicial scrutiny of regulators is
constrained by the legislative provisions under which they operate. The difficulty here is that
the discretion conferred on a supervisor is typically broad. Courts, in practice, exercise
restraint and defer to the expert knowledge of the supervisor, given that they do not normally
possess the expertise in financial matters. Substantive accountability is, therefore, of less
significance, and judicial review is generally limited to review of legality with a view to
ensuring that discretion is not exercised in bad faith or for improper purposes.** Judicial
review needs to be limited and time-bound in order to avoid that the process will stand in the
way of regulatory and supervisory efficiency and effectiveness.

Arrangements

e Administrative review. Most jurisdictions provide for some form of review within the
administrative framework, in addition to judicial review. In jurisdictions where the
financial supervisor is directly accountable to the minister of finance, the latter often is
given the power to review bank regulatory decisions.*®> While review by the competent
ministry may ensure the necessary competence in the field, it interferes with the
independence of the RSAs. For these reasons, a review body composed of independent
experts in the field may be better suited to review decisions of the financial supervisor.*
Administrative review cannot entirely replace judicial review.

e Judicial review. Judicial review of administrative action is a “supervisory jurisdiction”
(Radford (1997)). It provides a procedure whereby the courts oversee the exercise of
public power. Traditionally, the purpose of judicial review of administrative action is to
ensure that the decision maker acts within its powers. The right of individuals or
institutions, subject to the RSA’s decisions to apply to a judicial authority for review of
those decisions, is generally accepted.” Judicial review systems vary in the different

32 Hiipkes (2000).

33 For instance, under Italian banking law, decisions by the Bank of Italy can be appealed to the Interministerial
Committee for Credit and Savings. In Spain, both administrative acts adopted by the Bank of Spain, and any
sanctions it may impose, are subject to appeal to the ministry of economy and finance.

** The FSMA established the Financial Services and Markets Tribunal, which act as a court of first instance for
decisions of the FSA.

Tt is reflected in the European Convention on Human Rights, as well as in the constitutional law of most
countries. In the United States, the Administrative Procedures Act explicitly provides a right of judicial review
of agency decisions, “A person suffering legal wrong because of agency action, or adversely affected or
aggrieved by agency action within the meaning of a relevant statute, is entitled to judicial review thereof.”
USA 5 U.S.C. § 703 (1988).
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legal systems. In some, administrative disputes belong to the ordinary courts, which
consider civil and criminal cases (so-called unitary system of jurisdiction),’® in others,
judicial protection is ensured by a quasi-judicial authority that belongs to the executive.’’
In the system most common in Western Europe, there are separate administrative courts
for administrative judicial appeals (dualist system).*® In addition to judicial review, most
jurisdictions provide for some form of administrative review within the RSA or by a
higher administrative body. Administrative review looks at the facts and merits of an
RSA decision. In jurisdictions where the financial supervisor is directly accountable to
the minister of finance, the latter often is given the power to review bank regulatory
decisions.” While review by the competent ministry may ensure the necessary
competence in the field, it interferes with the independence of the RSAs. For these
reasons, a review body composed of independent experts may be better suited to review
decisions of the financial supervisor.* However, administrative review cannot entirely
replace review by an independent judge.

e Supervisory liability. In the event of a supervisory failure, the RSA may, in principle, be
held liable (and therefore accountable) for losses caused by a failure in the exercise of its
supervisory duty. The principle of public liability, that is, the obligation of public
authorities to make good (either by compensation or by any other appropriate means) the
damage caused by acts or omissions of their officials in the exercise of their public
functions, is codified in the laws of most countries and reflected in international
instruments. Yet, liability for faulty supervisory action is limited in many respects. Any
official of RSAs who took action in good faith should not be held personally liable for
damages caused in the exercise of his functions. Direct legal action against officials is
generally only admitted for reckless behavior. Supervisors should not be dissuaded from
acting promptly and decisively for fear of being held personally liable for their acts.*!
Most jurisdictions, therefore, set high standards for admitting liability of the financial

3¢ For example, Canada, Denmark, Ireland, United Kingdom, and the United States.
37 For example, Belgium, France, and Luxemburg.

38 For example, Austria, Finland, Germany, Greece, Italy, the Netherlands, Portugal, Spain, Sweden, and
Switzerland.

39 For instance, under Italian banking law, decisions by the Bank of Italy can be appealed to by the
Interministerial Committee for Credit and Savings. In Spain, both administrative acts adopted by the Bank of
Spain, and any sanctions it may impose, are subject to appeal to the ministry of economy and finance.

40 The FSMA established the Financial Services and Markets Tribunal, which acts as a court of first instance for
decisions of the FSA.

*! Principle 1 of the BCP regards the “legal protection of supervisors” a necessary component of a legal
framework for banking supervision.
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supervisor and awarding damages to claimants.** Rules on immunity and limited liability
of the supervisor are correlates of independence, and are justified by the need for
effective supervision. However, given their far-reaching impact, their existence needs to
be compensated by appropriate accountability arrangements, including judicial review
and a procedure that offers administrative compensation in cases where loss was suffered
due to unlawful action by the RSA.

E. Accountability Toward Stakeholders (Industry, Consumers) and the Public
(Market-Based Accountability)

Objectives

Most RSAs are financed in full, or in part, by fees levied on supervised institutions and, thus,
are, to some extent at least, accountable to those who finance them. To the extent that
consumer protection falls within the mandate of the financial supervisor, the consumers and
the treatment of consumers’ complaints constitute another area of accountability. Finally,
RSAs are also accountable to the public at large. Depositors, investors, and consumers are
also voters. The public, i.e., the electorate, is the ultimate source of democratic
accountability. It exercises its powers in elections and, in some jurisdictions, through veto or
referendum powers. Transparency, consultation, participation, and representation are
powerful vehicles for accountability toward stakeholders and the public, and help in
providing legitimacy to the agency’s actions.

Arrangements

e Transparency, i.c., the disclosure of relevant information on the RSAs’ activities to the
general public and the regulated industry—in particular, is a market-based form of
accountability. It encourages open administration and serves the function of enhancing
public confidence in the financial supervisor.” Transparency is implemented by way of
publications, typically on the website of the RSA of all regulations, supervisory practices,
and important decisions (within the confines allowed by confidentiality and market-
sensitivity requirements), annual reports, as well as regular press conferences and
information events. In most countries, RSAs are required to publish an annual report.

*2 The approach chosen to limit liability differs among jurisdictions: one approach is to raise the negligence
standard required for the admission of liability or to limit liability to acts committed in bad faith. Another
approach is to exempt from liability certain acts or decisions that are based on policy consideration (cf. the
discretionary function exception under the U.S. Federal Tort Claims Act) or to define the cause of action in a
narrow manner to exclude a large number of potential claimants.

* The IMF Code of Good Practices on Transparency and Financial Policies lays out best practices for
disclosure to the public of the activities of the financial supervisor (IMF, 1999).
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e Consultation and participation. RSAs should consult frequently with supervised
institutions on policy issues. Direct participation through consultation procedures serves
to achieve greater acceptability and effectiveness of the regulatory process and also
increases the RSA’s legitimacy. Rules adopted by the RSA in the exercise of its
regulatory powers are subordinate legislation. While they are not subject to any form of
direct parliamentary or government control, they are of significant practical importance,
since they set forth in detail the rules to be implemented by the industry. The supervisor
should have arrangements in place for involving representatives of affected interests on
the appropriateness and practicality of proposed rules. A formalization of the rule-making
process may lead to less covert influence and reduce inequalities in the power of pressure
groups. It should define a number of prerequisites of the rule-making process to be
observed by the supervisor. Representatives of affected interests should be involved,
either through participation in working groups or through the right to make submissions
on draft rules.* Draft rules should be published for comment. They should be reasoned,
and be accompanied by an explanation of their purpose and a statement of the reasons
why their making is compatible with the statutory objective. The RSAs should undertake,
to the extent possible, an assessment of the regulatory effectiveness and the costs to the
industry.* Finally, the RSAs should publish an account, in general terms, of the
comments made on the draft rules and its response to them.*®

e Representation. Accountability to the industry and consumers can also be achieved
through appropriate representation on an oversight board. In Germany, the financial
industry is represented in the administration and advisory board. The advisory board also
comprises representatives from academia, central bank, and consumer associations. Its
task is to make recommendations on the further development of supervisory practice. The
French Comité de la Réglementation Bancaire et Financiére also comprises
representatives of the industry among its members. In the Netherlands, the Bank Council,
which also counts representatives of the industry among its members, gives advice on
general policy matters, including bank supervision.

* In the United Kingdom, these arrangements include the establishment of practitioner and consumer panels to
represent their respective interests. The membership of both panels is appointed by the FSA, with the
appointment and removal of their chairman being subject to treasury confirmation. The FSA must consider
representations made by either panel, and should it disagree with either panel, it should give a written statement
of its reasons for disagreeing.

* Ideally, the RSAs should be required to assess the costs and the benefits of the intended regulation, including
the costs of enforcement and compliance to the supervisor, the regulated institutions, and the public.
Recognizing that some cost or benefits are difficult to quantify, it should provide a reasoned determination that
the benefits of the intended regulation justify its costs. The RSAs should consider all available alternatives to
the intended regulation and select the best one to achieve the regulatory objective.

* The FSMA has codified this procedural accountability and requires the FSA to conduct public consultations
with both consumers and practitioners, with respect to the exercise of rule-making powers.
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F. Audit (Financial Accountability)
Objective

A common instrument of explanatory accountability is the presentation of financial accounts,
demonstrating the regularity of expenditures. Reporting on the way in which the funds are
spent is yet another way to render account of activities. RSAs should be financially
independent and financially self-supporting in as much as they finance their expenses for
supervision from the regulated entities.

In some countries, however, the financial supervisor is partly or totally funded from the
government or finance ministry budget. This is, for instance, the case in Hungary and Japan.
In others, e.g., in Spain, the budget of the Bank of Spain, once approved by its governing
council, is forwarded to the government, which submits it to parliament for approval. In
Germany, the Chairman of the Federal Financial Supervisory Authority submits the draft
budget to the administrative board. The budget needs approval of the ministry of finance. In
France, the financial accounts are consolidated into the central bank accounts. In Finland, the
FSA’s account is also consolidated in the central bank’s, although the funds come from the
supervised entities. In principle, financial independence for supervisors should be guaranteed
through the central bank’s financial independence in those cases.

Arrangements

¢ Financial audit. Financial accountability should generally be limited to ex post
budgetary accountability, which focuses on a review of the annual accounts and balance
sheets by independent auditors to determine whether there has been proper financial
management, whether the authority is managing its resources in an efficient way, and
whether financial reports represent a true and fair view. In the United Kingdom, the
treasury may commission an independent financial review of the FSA. In Germany, an
independent audit is submitted to the chairman, the Administrative Board, the finance
ministry and the Federal Financial Comptroller. In the Netherlands, the annual audit
report must be signed by all members of the Supervisory Board and the Governing
Council and submitted to the State (the shareholder of the Netherlands Bank).

¢ Internal inspectorate. Another form of accountability may be ensured by an internal
inspectorate, which reports regularly to the Board and/or parliament. As such, in the
United States, the Inspector General Act provides for the appointment of an inspector
general to all major agencies, including RSAs, such as the Board of Governors of the
Federal Reserve System. The inspector general conducts independent and objective
audits, investigations, and other reviews of the agency, and reports both to the head of the
agency and Congress. The inspector general has direct access to all records and
information of the agency.
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G. Monitoring Outside National Jurisdictions
Objective

International financial integration has intensified calls for the standards applied by RSAs to
be subjected to monitoring outside their own national jurisdictions, as it limits the danger of
cross-border contagion of local financial sector problems. Foster (2000) argues that agencies
dealing with highly specialized and sophisticated areas should also establish accountability
arrangements with peers. Two arrangements have recently been developed to provide
external monitoring of domestic regulatory and supervisory frameworks. As this is a
relatively new area, others can be expected to develop in the near future.

The first mechanism is surveillance by international financial institutions; the other is
(bilateral) peer review to assess the equivalence of legislation in jurisdictions.*’ Although not
accountability arrangements in the strictest sense, these mechanisms do require the RSA to
give an account of its standards and practices to external experts and can, among other
things, contribute to the legitimacy of the independent RSA.

Arrangements

¢ Financial sector assessment program. The FSAP introduced by IMF and World Bank
provides a mechanism for external experts to assess the standards being applied by
domestic regulatory agencies. The objective of the FSAPs is to assess the quality of the
regulatory and supervisory framework. The resulting report and its recommendations
provide useful guidance to the authorities of the country, and an incentive mechanism to
stimulate and improve the regulatory system. The report, which is made public with the
approval of the authorities, also provides an impartial account of the performance of the
supervisory system and, as such, constitutes another instrument of accountability to the
public.

e Mutual evaluations and peer review. Other international organizations and groupings,
such as the FATF and its regional bodies, conduct mutual evaluations and peer review in
defined areas, such as anti-money laundering, in order to achieve a consistent
implementation of international standards. These forms of multilateral monitoring
provide a mechanism for accountability to the international community on the
implementation of international standards. Peer review can also be organized at bilateral
level. Goodhart (2001) discusses the possibility of peer review as an accountability
mechanism for RSAs. He notes that the assessment of compliance with the BCP, as part
of the FSAP, could be used and extended as an accountability arrangement.

7 As such, the European Banking Advisory Committee issues general guidance to EU supervisors on the
equivalence of supervision in third countries.
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V. CONCLUSIONS

The lingering uneasiness about granting independence to regulatory agencies, in general, and
to RSAs, in particular, stems from different sources. Fear exists that such an agency will act
as an unelected fourth branch of government, and not be subject to the usual political checks
and balances. The regulatory capture theory, although coming from a very different
perspective, adds to these fears. Finally, it has also been shown that politicians have a
tendency to retain those tasks that are likely to generate political rents or that have
redistributive effects. Financial sector regulation and supervision fits this picture very well,
which helps in understanding why politicians in several countries do their best to, formally or
informally, remain involved in this activity.

Compared with independence, which is a concept that is relatively easy to define and
understand, accountability is more elusive. In statutes and laws it typically takes one short
article to state that an agency is independent. Accountability, on the other hand is, in the
words of the House of Commons Select Committee on the Treasury (1998) “...an elusive
concept and trying to find an accurate and comprehensive definition is correspondingly
difficult.” This very elusiveness has, in turn, contributed to the widespread perception that
independence and accountability must be ultimately incompatible—that more of one
necessarily means less of the other. It also hinders attempts to include in the legal framework
governing RSAs concrete and workable accountability arrangements.

This paper has addressed these issues. It has shown how the concept of accountability can be
given operational content, and that it is possible to do so in a way that encourages and
supports agency independence. Starting from the premise that there is a strong case for
granting independence to RSAs, this paper’s primary message is that the reluctance to take
this step can be overcome by designing strong, and properly constructed, accountability
arrangements.

To achieve its goal, the paper has assembled three building blocks. First, based on recent
insights—which mainly originated in the public administration literature—the paper
elaborates on the role and purpose of accountability. Accountability fulfills at least four
functions: to provide public oversight; to provide and maintain legitimacy; to enhance
integrity of public sector governance; and to enhance agency performance. Recognizing these
four functions allows us to see that good accountability arrangements play an essential role in
making independence effective and in supporting good agency governance.

Second, the paper argues that RSAs have a number of features that set them apart from the
central bank in its role of monetary policy authority. We have argued that financial sector
regulators and supervisors have to cope with a comparatively greater range of contingencies;
that their mandate (multiple, nonmeasurable, and often vague) is not easily amenable to
simple scrutiny; that they have to cope with issues of confidentiality and market sensitivity;
that they operate in an environment of multiple principals; and that they have extensive and
far-reaching enforcement and sanctioning powers. These features, taken together, point to the
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need for a more complex system of accountability arrangements and relations than, for
instance, the central bank in fulfilling its monetary policy functions.

An important conclusion from this analysis is that there might be a need to revisit the
accountability arrangements of central banks that perform monetary policy and supervisory
functions. Very often, accountability arrangements focus on the monetary policy function,
and it is implicitly assumed that similar arrangements would satisfy the supervisory
objectives. This paper argues that more elaborate arrangements are warranted for the
supervisory functions.

Third, the paper discusses in detail the specific mechanisms by means of which the
objectives of accountability can be best secured, as well as a wide range of accountability
arrangements that are found in existing law and practice. While our discussion does not aim
to be exhaustive, we believe that it will, nonetheless, be valuable to countries and
governments that wish to deepen the accountability relations of independent RSAs.

While this paper has focused on accountability arrangements, we also encourage further
thinking on ways to facilitate accountability. One such way is to establish the RSA’s mandate
as concretely as possible and to define functions to meet the mandate. Another approach
might be an institutional reform at the supervisory level to limit the number of goals one
agency has to pursue. This was an important consideration behind the reform of the Dutch
supervisory model (see Jonk and others, 2001).

This paper has focused on financial sector regulators, mainly because the growing interest in
their role in contributing to financial stability, but its findings and suggestions are of a wider
application. First, the increasing interest in independent RSAs for other economic sectors is a
worldwide phenomenon. This paper can certainly contribute to that debate. Second, an
growing number of central banks are adding the achievement and maintenance of financial
stability to their official mandate. The definition of this mandate suffers from similar
problems as the mandate of RSAs, and having a double mandate brings to the fore also the
issue of prioritization. A recent survey by Oosterloo and de Haan (2003) demonstrates that
the accountability arrangements currently adopted in central bank laws in most OECD
member countries are poorly designed and fall short of bringing the necessary assurances that
the independent central bank has met its financial stability objectives. Third, according to
several scholars (e.g., Amtenbrink (1999)) the debate about the accountability arrangements
of the European Central Bank remains open. In addition, there is the emerging debate about
the proper financial supervisory structure for the euro-zone, which entails its own
accountability discussion (Lastra, 2004). We hope that this paper might contribute to these
and other debates.



-35-

REFERENCES

Alesina, Alberto and Guido Tabellini, 2004, “Bureaucrats or Politicians,” NBER Working
Paper, Series No. 1024.

Amtenbrink, Fabian, 1999, “The Democratic Accountability of Central Banks: A
Comparative Study of the ECB,” (Oxford and Portland: Hart Pub.).

Basel Committee on Banking Supervision, 1997, “Core Principles for Effective Banking
Supervision,” Publication No. 30, September (Basel: Bank for International
Settlements).

Behn, Robert, 2001, “Rethinking Democratic Accountability,” Washington: Brookings
Institution Press.

Bini Smaghi, Lorenzo, 1998, “The Democratic Accountability of the European Central
Bank,” Banca Nazionale del Lavoro, No. 205, June.

Blair, Michael, Loretta Minghella, Michael Taylor, Mark Threipland, and George
Walker, 2001, Blackstone’s Guide to the Financial Services and Markets Act 2000,
(London Blackstone Press).

Bovens, Mark, 2004, “Public Accountability,” in Ferlie, E., Lynne, L., and Pollitt, C., (eds)
“The Oxford Handbook of Public Management,” (Oxford: Oxford University Press).

Briault, Clive, A. Haldane, and M. King (1996), “Independence and Accountability,”
Institute For Monetary and Economic Studies Discussion Paper Series, Bank of
Japan. Discussion Paper 96.

Courtis, Neil, ed., 2001, “How Countries Supervise Their Banks, Insurers, and Securities
Markets 2002.” (London: Central Banking Publications), pp. 266.

Das, Udaibir, and M. Quintyn, 2002, “Financial Crisis Prevention and Crisis Management—
The Role of Regulatory Governance,” pp. 163—-208 in Robert Litan, Michel
Pomerleano and V. Sundararajan, eds., “Financial Sector Governance. The Roles of
the Public and Private Sectors,” 2002, (Washington: Brookings Institution Press).

Das, Udaibir, M. Quintyn and K. Chenard, 2004, “Does Regulatory Governance Matter for
Financial System Stability? An Empirical Analysis,” IMF Working Paper 04/89,
(Washington: International Monetary Fund).

de Haan Jakob, F. Amtenbrink and S. Eijffinger, 1999, “Accountability of Central Banks:
Aspects and Quantification,” Banca Nazionale del Lavoro, Quarterly Review,
No. 209, June.



-36 -

Eijffinger, Sylvester, and J. de Haan, 1996, “The Political Economy of Central Bank
Independence,” Princeton Special Papers in International Economics. No 19.

Eijffinger, Sylvester, M. Hoeberichts and E, Schaling, 2000, “A Theory of Central Bank
Accountability” CERP Discussion Paper 2354.

EGPA Study Group, 2001, “Legislative Oversight,” Glasgow Caledonian University.
Glasgow 200:1.

Fischer, Stanley, 1994, “Modern Central Banking,” pp. 262-308 in Capie, F., C. Goodhart, S.
Fischer and N. Schnadt (eds), “The Future of Central Banking. The Tercentenary
Symposium of the Bank of England (Cambridge: Cambridge University Press),

362 pp.

Foster, Christopher, 2000, “Two Concepts of Accountability: Is a Bridge Possible Between
Them?,” (London: PricewaterhouseCoopers), 50 pp.

Goodhart, Charles, ed. 1998, “The Emerging Framework of Financial Regulation,” a
collection of papers compiled by the Financial Markets Group of the London School
of Economics (London: Central Banking Publications Ltd.).

, 2001, “Regulating the Regulators—Accountability and Control,” pp. 151-164, in
E. Ferran and C.A.E. Goodhart (ed), “Regulating Financial Services and Markets in
the 21°" Century” Hart Publishing, Oxford, United Kingdom.

Graham, C., 1998, “Is there a Crisis in Regulatory Accountability,” in R. Baldwin, C. Scott
and C. Hood (eds), 4 Reader in Regulation’” Oxford, Oxford University Press.

House of Commons Select Committee on Treasury, 1998, First Report from the Select
Committee on Treasury “Accountability of the Bank of England,” Session 1997-98,
HC 282.

Hiipkes, Eva H.G., 2000, “The Legal Aspects of Bank Insolvency” Kluwer Law International,
(The Hague, The Netherlands).

International Monetary Fund, 1999, “Code of Good Practices on Transparency of Monetary
and Financial Policies,” September (Washington: International Monetary Fund).

Jonk, Annet, Jersen Kramers and Dirk Schoenmaker, 2001, “A New Dutch Model,” The
Financial Regulator, Vol 6, No. 3, December, pp. 35-38

Key, Sidney, 2003, “The Doha Round and Financial Services Negotiations, (Washington
American Enterprise Institute Press).



-37 -

Khademian, Anne, 1996, “Checking on Banks. Autonomy and Accountability in Three
Federal Agencies.” (Washington: Brookings Institution Press).

Lastra, Rosa Maria, 1996, Central Banking and Banking Regulation (London: LSE, Financial
Markets Group), 392pp.

, 2001 “How Much Accountability for Central Banks and Supervisors?,” Central
Banking, Vol XII, N° 2, November, pp. 69-75.

, 2004, “Political Accountability of Financial Supervision at the European Level”
paper prepared for a conference on European Financial Supervision, organized by the
Dutch Ministry of Finance, December.

and Shams, H., 2001, “Public Accountability in the Financial Sector,” in E. Ferran
and C.A.E. Goodhart (ed), “Regulating Financial Services and Markets in the 21"
Century” Hart Publishing, Oxford, United Kingdom.

Lybek, Tonny, 1998, “Elements of Central Bank Autonomy and Accountability,” MAE
Operational Paper, OP/98/1, (Washington: International Monetary Fund).

Majone, Giandomenico, 1993, “Controlling Regulatory Bureaucracies: Lessons from the
American Experience, EUI Working Paper SPS 93/3.

, 1994, “Independence vs. Accountability? Non-Majoritarian Institutions and
Democratic Government in Europe.” European University Institute Working Papers
N°94/3.

Moe, Terry, 1987, “Interests, Institutions, and Positive Theory: the Politics of the NLBR,”
Studies in American Political Development, Vol 2, pp. 236-99.

O’Neil Brown, Craig and Serdar Dinc, 2004, “The Politics of Bank Failures. Evidence from
Emerging Markets,” University of Michigan Business School, drafts (Ann Arbor,
Michigan).

Oosterloo, Sander and J. de Haan, 2003, “A Survey of Institutional Frameworks for Financial
Stability,” Occasional Studies, De Nederlandsche Bank, Vol I, No. 4.

Page, Alan, 2001, “Regulating the Regulator—A Lawyer’s Perspective on Accountability
and Control” in E. Ferran and C.A.E. Goodhart (ed), “Regulating Financial Services
and Markets in the 21" Century” (Hart Publishing, Oxford, United Kingdom).

Persson, Torsten and Guido Tabellini (1993), “Designing Institutions for Monetary
Stability,” Carnegie-Rochester Conference Series on Public Policy, Vol. 39,
December, pp. 53-84.



-38 -

Pistor, Katharina, and C. Xu, 2001, “Law Enforcement Under Incomplete Law: Theory and
Evidence from Financial Market Regulation,” (Preliminary draft).: London School of
Economics, Department of Economics.

Quintyn, Marc, and M. Taylor, 2003, “Regulatory and Supervisory Independence and
Financial Stability,” CESifo, Economic Studies, Vol 49, No. 2.

Radford, Mike, 1997, “Mitigating the Democratic Deficit? Judicial Review and Ministerial
Accountability,” in “Administrative Law Facing the Future: Old Constraints and New
Horizons in Peter Leyland and Terry Woods (eds).

Romzek, Barbara, 1996, “Enhancing Accountability,” in James Perry (ed), “Handbook of
Public Administration,” (Jossey-Bass Publishers: San Francisco), 769 pp.

——, 1997, “Where the Buck Stops. Accountability in Reformed Public Organizations,”
in P. Ingraham, J. Thompson and R. Sanders (eds) “Transforming Government.

Lessons from the Reinvention Laboratories, (Jossey-Bass Publishers: San Francisco),
266 pp.

Shapiro, Martin, 1988, “Who Guards the Guardians?,” (The University of Georgia Press:
Athens, GA).

Stigler, George, 1971, “The Theory of Economic Regulation,” Bell Journal of Economics
and Management Science, Vol. 6, No. 2, pp. 114-141.

Wilson, Woodrow, 1885, “Congressional Government: A Study in American Politics,”
Boston, Hought Mifflin and Company (reprinted 1981).

Zilioli, Chiara, 2003, “Accountability and Independence: Irreconcilable Values or
Complementary Instruments for Democracy? The Specific Case of the European
Central Bank.” pp. 395423 in G. Vandersonden (ed), “M¢langes en homage a Jean-
Victor Louis,” ULB, Brussels, Belgium.



APPENDIX I

-39 -

"uoye) 9q 0) UOIIOE [EIPIWAI
axmbai pue ased ) J0u SI
SIY) J1 JUSWOSeURW ISIAPY

“me] o) Yim douerduwoo
Ul pue UOT)IPUOd [BIOUBULY
punos ur a1e K2y} Joyjoym

QUIUILIR)AP 0} SUOTIMTISUT

10 981§ JO MBT
‘UYireamuowIio))
o) Jo mMe 3y} Ul
PaqLIOSIp suonouny
0} uonIppe uJ .

Y oY)
0} SUIPIOOIE SIOIAIAS
901ApE IO uoT)E[NSaI

9y} puE SUOHMIISUI JIPAID
Jo uorsiazadns Tenuopnid
oy 03 Suneax sarorjod
J0 19Npu0d Yoows Y} 0}
ANQLIUOo Syuey [BNU)D)
Jo wdsAg ueadoing ay)

JO YIOMOWeI} o) UIIIA, o

suonouny
K103e[nT01 pue A1osiazadns

3 Jo Suruonouny
pue Aiqes

oy} 03 pajeoy

‘(30 uorsiazadng
QoueINSU]

PUE 10V SaNLINOAS
9oy Junjueq “39)
saniAnoe Alosiazadns
oy Sururonol

S)o® [enpIAIpUI O} UT

Jo 20139p 9errdordde
o) SuLNddS e

"WQ)SAS [eroueUL)
9y Jo Surpuejsiopun
ornqnd Sunjowory e

"woysAs [eroueury
A1) UT 9USPIJUOD

Jeroueuly asiaredng [enuopnid sopiaoly e oy} 03 300dsar YYIm iGN | POqUOSIp saAndalq) e SuturelurelN e $3And3[qo A10)nye)g
"s1oyIewl [eIOUBULY
oy ut Sunerado syuedronred
Jo ssauIsnq Jo 1onpuod 3y} pue
1oNpuod Jo3IewW JO uoisiazadns
oy 10j 9[qisuodsar st NIV
“IoMOWRI} ‘(jJuegsopung
gDSH 2y urgm 9A1nd9[qo go Ay yim uoneradooo
asoo ur 9oe[d soye)
'SO1A100S A[pusLyy pue "S901JJO ISNI) pue suonMIISUL JIPAIO pue
‘(sepa100s | Surp[Ing pue ‘suorun JIpaId | SIOIJO UOOBSURI) ASUOW SULIL} [eroueUl JO UOISIAIAdNS) ‘sasnoy
J1IJou0q [euoyely pue soruedwoo ‘spunj ‘uopenuueIddns | SONLINOIS ‘SOWOYOS JUIUWSIAUL SJOIRW SOAIJRALIOP Surreo]o pue ‘soSueyoxo
Q0uBINSUL JOYJO PUL 1] ‘soruedwiod | 9A1)09[]09 ‘sotuedwiod douRINSUL | PUB SANLINOAS ‘saruedwiod SULITJ JUQU)SIAUL
‘soruedwod ueof ‘saruedwoo jsn douensul [e1ouad OJI[-Uou pue 1] ‘syueq doueINSUI ‘SUOIIMNSUI ‘SOWIAYDS JUIUNSIAUL
‘syjueq Surstduwios) suonmusut ‘soruedwod aoueInsul Jo uorsiazadns (Tenyuopnid) SOOIAIOS [RIOURUL) 9A1)09[100 ‘soruedwod
Teroueury pajerodioour A[eIopaj oJ1] ‘syueq Jo uorsiazadns Joy 9[qrsuodsar st gNQ ‘syjueq Jo uone[ngar QoueINSul ‘syueq Jo
Ioy)0 pue syueq Jo uoisiazadng pue uone[ngal [euopnid uonoun,] Juryueq [eNU) pue uorsiaredng uone[ngal pue uoisiazadng uonouny
00T
8661 PV 7661 WIISAS 1IPAId Ay} Auoyny K1osiaredng
‘L66] 10V suonmusuy [eroueurj Auoyny uone[nsSay Jo uorsiazadns oy uo 10y pue [eroueur [e10pa] '000C 10V SIovIRIA
Jo juopuojuriadng 2y Jo 201130 [enuopnid Uel[ensny 8661 10V Jueq ‘sIoyjo Juowry oy SurysIjqesss 1oy PUE SIDIAIQS [BIOURUL] siseq [8307]
‘(NAV) S13peN
(VidV) [eIouRUL 1) 10§ AyOyINY (uave)
(I4SO) suonmnsuj [eroueur{ Auoyny uonemn3ay (aNa) Auoyny K1osiaradng ‘Auoyny
Jo juopuejurradng oy Jo 901530 [enuopnIJ UeI[ensSny *A’N Jueq ayospue[IspaN o [eroueur,j [e19pa] SOOTAIOG [eIoueUl] uonmysuy
epeue) eI[RnSNY SPUBIOYION YL Auewron wop3ury] payun SJUOWIATUBIIY
A)N[1qeIunodoy
I3ed

SILIIUNO)) PIIIIS Ul
SApLIOYINY AI0SIAIIANG [BIOUBUI] J10] SIUIWISURILY AJ[IBIUNOIIY [BULIO




APPENDIX I

- 40 -

(OSI4) 2apuwo)) Arosiazadng S VIdV QUILIdP 71 PUB 6 U29M32q JO JUnSISUOD | SI9SIOA0 (JRISSUNI[EMIDA ) AINDIXIAUOU) IO
suonmsu] [eroueur] Ay ], sIoquauW VYdV pieog Arosiaredng :gNQ Ppieog dARRHSIUTUPY JATINOIXIUON

©39) uonouny
JYSISIIA0 111

"SOIIIATIOR PUE SYSEB)
‘s9AT103[qO S, ueq o) YHIM
UOI}09UUO0D UT SIANBW JY)0

SE [[oM SB [I0UN09 Jueq oY) [Im
Jueq oy Aq paronpuod Aorjod
A1) SISSNOSIP UL UONEM)IS
[eIOURULJ PUB OIIOUOID

[e10UdS oY) UO [IOUNOD Jueq

oy 03 sypodor Juoprsaxd oy ], *SIOqUIOWI 9ATINOIXIUOU

‘(syuapuojuriadns pue (Apoq Juruioao3

jue)sIsse AQq paurojrad “JUSWIUIIA0S 9 JO SIqUIAW JANINIIXI)
Apuaxms are syuspusjuriadns ay Aq pajurodde (e ‘s1030a11p s1030011p SuiSeuew
Andop jo suonouny "OAIJ U} QJOW OU PUB | QAINOIXI QAIJ O} I} USIMIAq Q21 ], “OAIINOIXD JAIYO puL

) syuopudurradns Aindap SIOQUI 9} URY[} SSO| pue juopisaxd € Jo 3unsisuod Juoprsaxd -001A UBULITEYD B JO SUIISISU0D
pue juopudjudng 0U JO JSISU0D 0} SI VIdV pieog Suruioaon) :gNd € pue JudpIsaId Apoq Sururonod

INJOINI)S JUIWISBUBIA]

‘sjoe sj1joueq uorsuad

pUE SUOIJRIOOSSE JIPAID
JAneIodooo ‘sorueduioo
UEO[ puE ISnI) ‘9oueINSul
“Jueq oY) Jopun uone[siSo|
[e10pa) SuL)sIuIpe ‘BJEp [EO1SNBIS UONOS[I0T @

10J 9[qisuodsar OS[y e

“WAISAS
suonMmSUI juowked oy Jo uonerado
JO uonIpuod [eIOURUL) yjoows ayy Supowory e
) 10933 AJoAne3ou
Kew Je1]) [9AQ] Anpsnput ‘suone[ngal
oU} J& SJUOAD IOJIUOJ K10JNJE)S JUBAD[DI A1} JO
souensind ur suonmysur "QUILIO
‘samnpaooid pue sarorjod [eroueuyy Sursiatodng e [eroueuly SuNpay e
[OTUOD NS JO SI0)IIP
JO spIeoq pue juowageueu "wo)SAS *SIOWINSUOD
Aq uondope oy ojowor e "K10)11I9 ], [e1oueULy ) JO AN[IqRIS "W9ISAS Teroueuly J0J uonooId
epeue) eIjensny SPUBIYION YL Kuewion wop3ury paun SjuoWaFuRLLY
A[1qeIunodoy
[ved

SILIUNO)) PIIIIIS Ul
sopLIoOYINY AI0SIAIddNG [RIdURUL] J0J SJUIWATULLIY A[IqEIUN0IIY [BULIOL




APPENDIX I

-41 -

epeuE)) A} JO S10J0II( JO pieog
oY) Jo pue (QV'S) eonIuwo))
KIOSIAPY JIOIUQS 1} JO

Joquiawi e st judpudjuriadns o)
“DSId uo 9]01 Sty 0) UOHIPPE U]

‘uonmnsul
[eIoUBULJ B JO UOLIPUOD
[eroueuly oy} Jo sisA[eue

Jo sasodind oy 10J uorRULIOJUT
Jo aansopasip orjqnd 3sanbaz
ued 00UBUIJ JO ISISTUTUT O],

‘uone[sI39[

9} JO UOIIRNSIUIWPE JY} UO UL}
0) oW} WOIJ dOULUL) JO JISTUIW
o 03 sprodar yuapusjuriadns

JUAWIUIDA0S )
pue VdV oy} Uodamioq
JUSWAITeSIP JO 9Sed UL

Korjod s, vydV Qurudop
Aew ‘[10UNOD) 9ANNOIXT
[e19p3, oY} JO 9JIAPE o)
s Sunoe ‘Kisean ay)
JO uonepuowod21 uodn
[e10ua3-10UI0A03 oY ],

sororjod s, vIdV
JO JUSWILISA0T oY) WLIOJUl

Aremsoa1 oy st VIV

“Ireyo oy se pajurodde
s1 uos1ad ouQ Teroudd

‘Korjod o1tIou099

pUE [BIOURUTJ S JUSWUIOAOS Y}

Sururuoyep jo osodind oy ym
ATBSSOI0U SWAIP AU SB SANIAIOE
puE SYSE) SH 1M UONOIUUOD UL
uoneuLIoyuI pue eyep apraoxd o}
AN 1sonba ued IAISIUIA Y L,

*0URUTJ JO IOISTUT
oy} 03 sSurpury SIY 9JLOTUNUILIOD
pue syse} syt swaojrad

Jueq Y} YOIYM UI IOUUBT

9y} JNOQE UOT)BUWLIOJUI pUE

ejep pieog SuIuIOAOD) Ay} WO
PauIBIqO SALENIUI UMO S)1 UO 10
JI9)SIuIw 9oueULy Ay} JO jsanbax
o Je Aewr JudWUIdA0F oy} Aq

*Me[ 9} 0} SuIpI0dSE SYSB)
S} SINDOX2 Ul jed ey}
21nsud 03 paimbai st 31 pue
Ayoyne JyIISIOA0 sey
ooueuly Jo Ansiurur oy

JUSWUILIOAOS

[e19pa) oYy Aq

resodoxd uodn juaprsord
-901A pue juapisard

oy syutodde Aueuiron

‘Juowrerred oy sprodar pue

[4SO Jo peoy [eurioy oy
ST QOUBUIJ JO I)STUTW AL

“9OPIWIUIOD
9ATINOOXAUOU A}

Jo 110dax oy yynm 10432303
Kinsean oy 03 110dox
[enuue ue syUIQNS S YL
"9OPIWIIO JANNIIXAUOU
oy} JO UBULITEYD

oy syutodde pue yS

(JuawuIdA03
pue Ansmuru

YL JUAWUIDA0S 9y} Aq | JourdAo3 gy Aq pajutodde pajurodde preog Arosiaredng Jo orqnday] [e1opa | oy} JO UBULITEYD I} SOAOWDI durUL) IANNIIXD
pajurodde st juspusjuriadns oy ], dIE s1oquIoW VYdV Ay} Jo JoquIow A} GNA U} JO JUSPISAI] YL, pue syutodde Ainsean oy, Yy Yum diysuonedy
"SOIIAI}OR JUSWASeuB
Uo pieog dANBNSIUIWPY
Q1) WIOJUT SN
‘Qoueuly Jo A[rengar uewreyo ay .
19)sturwa Aindop ay) pue ‘epeur)) ‘(3y3u1 Junoa
J0 Aouofy Jownsuo)) [eroueur,| JnoYIAL ) ueqsopung
9} JO JOUOISSTWIIO)) Y} oy} pue ‘Ansnpur
‘uonerodio) souernsuy ysodaq JUSUISIAUL A} ‘A13snpur
epeur)) ay Jo uosrodirey) ayp douensur Ay ‘Ansnpur
‘epeue)) JO Jueg 9y} JO JOUIOAOD) Sunyueq ‘uowrerjred
) “(areyo) juopudiurrodns oy ‘oonsn( jo Ansrura "SIOQUIDW ATINIIXD
JO $181SU00 DS QYL ‘SuonmIsul ‘pIeog A1osiazadns oy £q dn ‘Awou0od Jo Ansmuru JO uoneIoUNWAI puL
[eroueuly jo uorsiarodns UMPIP ISI] € WOIJ SISP[OYaILyS ‘Apstur S[OTIUOD [eIOURUIJ [BUISIUT
a) 03 Appoalrp Surje[ar siopew "SIOP[OYQIeYS Ay} | 9ouBUI} AY) WOIJ SOJeIF[P ‘VSAq 23 Jo (s921nosa1 jo
[[€ UO SIdqUIAW §)1 Fuowe "K[9AT)ORJJD Aq payurodde sioquiow 1930 Ansturw 9sn JUQIo1JJo) doueuLIojIdd

UOTJEWLIOJUT JO 9SUBYOXA pue
UoI1B)[NSUO0D SOJE)I[10.] Jng ‘901

pue ‘Apuaronge ‘Ajedoad
suorjouny sj1 suriojrad

puE UBWLITEYO 9Y) ‘JUSTUUIOA0T
oy Aq pajutodde roquiowr ouQ

Q0UBUIJ 9} WOIJ UBULITEYD
Andop pue ueuLreyo

AU} SUIMIIADI 10
Ayiqisuodsar oy sey (Apoq

JYSISIOA0 JO31IP B dARY JOU S0P J1 saInsud ‘sarorjod ssIoquow | :uonisodwos juswoFeueur SuruIoA03 9} JO SI9qUIdW (paeog Arosiatadng
epeUR) eI[RnSny SPUB[IOYIAN S Aueuwiron wop3ury paun SJUOWSURLIY
A[1qeIunodoy
11ed

SILIUNO)) PIIIIIS Ul
sopLIoOYINY AI0SIAIddNG [RIdURUL] J0J SJUIWATULLIY A[IqEIUN0IIY [BULIOL




APPENDIX I

-42 -

"SJUWISSISSE pue s}o3png
uo saAneuasaxdar pue Ansnput
UM SUONE)NSUOD [BNUUY

‘sourjoping [enyuopnid

pue suone[ndar 03 y0adsar

s sonaed pajsarorur Joyjo
pue A1Snpur [jim SUOTeInSuo))

‘11odar [enuue Jo uonesrqng

“1odax
[enuue jo uoneslqng

"SONIALIOE
syt uo spr0dor [enuue pue
Ap1o1enb saystiqnd gN FosH
[1ouno)) yueg ay) Aq pajutodde
SIOQUISW PUE SIOQUUSW UMO

31 wolj preog Arosialedng

oy Aq pajutodde roquiow duQ
JUSUWIULIOAOT

oy} Aq payutodde preog
K10s1A12dng 91 JO JOqUIOW Y],
:uonisodwo))

(030 ‘suoneroosse

Ansnpur ‘eruapeoe

Jo uoneyuasardar yym)
SIOQUIAW ¢ PUE || UdIMIOq
Jo SunsIsuood [1ouNod yueg

Kq pIeoq 2ANENSIUIUPY
oy ur pajuosaidor osye
SI Anjsnpur [eroueuij oy,

-oonoeld A1osiazodns

Jo yuawdojoap 1oy
9} UO SUON)BPUIIIOIAT
oyew Aew

SUOIBIOOSSE JOWINSUOD
pue ‘Ansnpul [eroueury
‘eruopede ueq [eNUD
oy} Jo soAnejuosaidor
s (Jelroquoe])

pleoq AIOSIADY UV

“1odax
[enuue jo uonesrqng

‘s1omod Suryew 9[n1 jo
9S1010X0 o} JO 300dsa1 YIIm
(s1ouonnoead ‘srownsuoo)
uone)nsuod JIqng

“1odax

[enuue jo uonesIqng

(suope[ngaa uo
s3anpddoad uoneynsuod
‘sya0daux jo suonednqnd
¢33 ygnoayy) srqnd

3y} pue (1339 ‘SIOWNSUOD
‘A13snpur) SIIp[oyde)s
pIeAs0) AIIqBIUN0IIY

‘Juowrerred

01 31 sjuasaxd oym ‘ddueury

JO Id)sTurw o) 0 310dal [enuue
o syrwuqns judpueiuLIedns YT,

Juowerred o3
suodoa1 pue [4SO 10J o[qisuodsax
ST 9OUBUIJ JO I)STUIW A,

'sono1jod s, vIdY
Surpie3or JuowuIdA03

oY) pue preog )
U29M)2q JUAWAITESIP JO
9SBO UI SUOIIEPUSTIIOIAT
pue juowrerred

Jo sasnoy| yjoq 03 31odar
[enuue s, yydVv ussaid oy
paxmbai s1 10Ins8AI) AY L,

*Ansturr soueury oy} 0} gN( 03
100dsa1 yym soLnbur ssarppe
AKewr juowrerred Jo SIOQUIIA

1sonbai

11oy) Je Juawelfed Jo roquieyo
Puo93s 10 1s11J Y} Aq pIeay
9q Aewr gN (T Jo yuoprsaxd oy,

'$91839[9p 9A1J Aq pIeog
QATJEIISTUTWIPY Y} UT
pojuasaidar st juowerjIe

V'S4 2y} pue Ansean

9} WOIJ SOUIPIAD PIAIOAI
Aew pue (9op1uwod

199]9S AINSBA1}) SOOI
31 JO Quo nuyy yrodax

U} SISPISUOD JuduIel[Ied

‘Juowrerfred o) J10dar [enuue

VS oy} siwqns AImseai],

Judweraed
PIM digsuonepy

‘uonerodio)) aoueinsuy yisodaq

‘uoneyudwd[dwr i1 JO 108 oY}
Jo Aoenbape oy} Jo uonRUIIEX
ue 10J A1esso0du st uorurdo siy
Ul Jey} UOHJBULIOJUI UO B)ep I0f
gN{ 1sanbar Aewr 1ojstuTir oY,

'$)0€ pauonuaw
aA0qe Y} Jo uonejuowedu

9} UO ‘PIAJOAUI ANSTUTL
o 03 1odoar e syuesard gNQ

epeue)

erjensny

SPUB[IAYIAN YL

Auewian

wopsury pajun

SJUOWAZURILY
A[1qeIunodoy

[3ed

SILIUNO)) PIIIIIS Ul
sopLIoOYINY AI0SIAIddNG [RIdURUL] J0J SJUIWATULLIY A[IqEIUN0IIY [BULIOL




APPENDIX I

-43 -

‘Smejf [euoneu ®>ﬁooﬁmom :20INn0S

“epeue)) Jo [BIAUAD) I0)IpNY
a1 £q pejIpne aIe SJUN0OY

Juowrerfred

Aq pajerrdordde sKouow

pUE P3JOJ[00 SONUIALI PUE
SIUOWISSOSSE JO [€)0} O} POIOXD
jou op A[jensn sarmypuadxa
S.IASO se oonoead ur Ajdde

jou seop s1y} Sunendns oy
LSO 9y ur uonoas ay} ysnoyjje

-1odax

[enuue s, yJV Jo ued

se paysiqnd st uorurdo
S pUB VIdV jo pne
juspuadopur ue s)onpuood
[e1ouaS-1031pNeE oY, 190N

"Ansturur soueury
o) £q opew SIOpIo YIM
Q0UBPIOIDE UI SJUSWISIL)S
[eroueuly pajyipne

‘sonniuo pasialodns

Jo suoneziuegio aaneuasaIdal
m uonjeynsuoo Jord 10)e
‘leaoxdde 10J paAjoaur Anstur
oy 01 N Aq panrugns
S1193pnq YeIp © :Syse}
K1os1A109dns 03 Joadsar Py

(91e35 21)

s1opjoyaIeys oy} Aq paaoidde
dIe pue pJeoq SuIuIoA0D

a1y pue preog A1osiazadng

A} Jo s1oqudw [[e £Aq

PousSIs aIe SJUNOJOE [enuue oY ],

‘preog
FuruIaA0n) 9y pue preog
A1os1a1adng oy 03 110dar oy uo
uorurdo s)1 pue odar ypne Yy
sjuasald 310dxoe oY ] Syunodoe
[enuue ay} Jipne 03 J1odxo

‘(JoysSunuyoaisopung)
1o110ndwo)

[eroueUL] [€IOPI,] oY}

pue AnsIuit 9dueUly o)
‘preoq SANRNSIUIWIPY O}
“uopisaid o) 0} papruqns
9q isnu J1odoar ypne oy L
UV 9y Jo Iekeyos sy
0} SurpI099€ INO PILLILD

st y1pne Juopuadopuy

‘9oueulj JO AnSturur
[eI9PaJ 9} JO JUASUOD

ym soroxdde yorgm
pIeoq oANEnSIUIIPY

o} 03 SHUSWIL)S

[eroueUl SHUIQNS
Juopisaxd a1 ‘1eak [easyy
a1y} Jo puo ay) 1y ‘[eaordde
10 pIeog dANBNSIUIWPY

'vsd
9} JO SMAIAQI [BIOURUIY

‘pIeog Amseai], oy jo [eaoxdde | yum 1emseon oy o3 odar UB SUOISSIIWIO) SIOPOYDIBYS oy 03 193pnq Yeip Juapuedapur UOISSIUIIOD AI[Iqeiunodde
oy saxmbar 3a8pnq 11SO [enuue ue syuqns VIdyv Jo Sunoour [e10USS Ay ], sywqns juopisaid oy Aew A1nsean oy, Are)aspnqaipny
"uorye[sI3o[ (Jo sagueyod)
yeIp uo gNd Aq pajnsuod
are suonmmsur pastazadns
Jo suorjeziue3io AR uasarday]
's91e3919p 01
epeUR) eI[RnSny SPUB[IOYIAN S Aueuwiron wop3ury paun SJUOWSURLIY
A[1qeIunodoy
11ed

SILIUNO)) PIIIIIS Ul
sopLIoOYINY AI0SIAIddNG [RIdURUL] J0J SJUIWATULLIY A[IqEIUN0IIY [BULIOL




APPENDIX I

-44 -

‘sjosIewt
[erouBUL JO SSOUAIEME
orqnd Suriaso, (¢

-oonpoead

poo3 ym Ajdwod

03 syuedronaed josrew
[eroueury Sunoan( (g

‘syuedroned

Jod[IeW [RIOUBUTJ

pue sonnus pasiazadns
JO sanIATIOR
Sursiazadng (1

'VSd
oyl Jo syse) A1oymeys e

‘SyoyIewn

[eroueury jo uonerddo
AU} Ul UIPIJUOD
onqnd pue Anjiqes

'SALUNOS US1I0] Ul
SuonoUNJ JR[IUIS YIIM
PaAISNOUD SanLIOYINE
oy yim uonerodoo) e

“1oyIeW 95e31ow
9y Sururoaol
ylomowelj [e39]
o Jo uoneorjdde
oy Jo uorsiazadns
pue SULIOJIUO]N e

suonmnsul
31paIo ursiazadns

‘suonedIjIou [e39]

JIoU)0 pue ‘suonengar

‘SOINI ‘SME[ JIM

sannuo pasiazadns

oy Jo douerdwiod
IOAO UOJBA\ e

“1sa1yut orjqnd oy
pue ‘SI0JIpAId I9YI0
‘s1031s0dap 309301d
01 sannud pasiazadns
ul sonLIe[NIoLII
1991100 0} A18SS903U
sanseaw [[e ydope
pue SUONONIISUL ANSS] ~ ®

‘KouaFe Ioyjoue

Aq pasiazodns jou a1
JBY) SONIIUS [BIOUBULY
pue yueq oy Sueq

QATJEXISTUTUIPE
oy Suraoxduur
pue Jjels oy} Jo
1y31sa10y pue asnIadxd
oy Suroueyuy e

"SOOLI IBJ[O UO
paseq uonensIUIWpE
[eroueuLy
ur SsouITey pue
Kouaredsuern Surnmsug .

‘s1osn 199301d

03 suorje[ngar jo

uonejuowdur sodoxd
pue juowdojorsg e

WAISAS
[eroueUly 1€ oY)
jogeys e Jurdojorog e

‘WR)SAS
[eroueUly OIWERUAD pue

*039 ‘suorymunsur

[eIOUBUI} UO SUOT}OUES

pue ‘suorjeurwexd

‘suonoadsur Aue

03 309dsa1 yIm epuaSe
JjouonnosaIpuy e

‘uoneIaqIap Ay} 10§
pue suonerado oy
01 Suneyar suormnsul
[erouBUI JO SSOUISNQ
9y 10§ uorssruriad
pue [eaoxdde oy e

‘suorje[n3al pue sl
K10s1A12dnSs TerouBUl
JO Juowpuswe

pue uonednwoid
oy 10 9[qIsuodsar

[eroueury Sunowolrd e pue SULIOJIUOlN oeIS oy 9s1azadng e o[qeis e SuIysijqeIsy e SIDSAoYL e $3Ad3[qo A10ynye)g
"S1o)IeW SOILINIAS ‘SuonMISul [RIOUBULY "saLysnpul ‘sjosTewt
pue “j003s ‘sjjueq Jo ‘suonmusur pue syueq jo uone[n3ar SONLINOAS PUE ‘d0ULINSUL SOILINOAS PUL SUOHMIISUT
uone[n3al pue uoisiazadng 1pa1d Jo uoisialodng [enuopnud pue uorsiaradng | ‘Suryueq oy} jo uorsiazedng [eroueury jo uoisiazadng uonduny
"€00¢ “Aogny 6661 Sa1poyq
uorsiarddng | p66] ‘euedsg op ooueg oy L661 ‘MeT A10s1A19dng [RIOURUL]
[eroueUL AU} UO JOY Jo Awouony oY) uo meJ Surjueq [eJousn '000C ‘MeT VSA JO JuoWIYSI[qeISH JO MB] siseq [839]
(d1g)
(vSd) Auogny SUORMKSU] [EIOUEUL] PUE (vsa) "(DS4) vorssruwo)
uoisialadng [eroueurj euedsq op ooueqg syuegq Jo Aouopuajuriadng Koua3y S9OIAIOG [RIOURUILY K10s1A19dng TRIOURUL] uonmnsuy
puequig uredg =t} ueder BOIOY] SjuUFURITY
A1[1qeunodoy

11 ¥ed

SILIIUNO)) PIIIIAS Ul
sapLIoyIny AI0SIAIANG [BIOUBUL J10) SHUIWRSURLLY AJ[IBIUNOIIY [BULIO




APPENDIX I

- 45 -

‘s1opeWw
QATJEIISIUTWPE UTELIdD 0)
302dsar y3im JyYSISIOA0 Sey|
DSd 2y ‘uonippe u[ "yS4
oy jo suonerado ayj Jo
Kouarorgya pue Aouarpadxd
[TeI0A0 o1 sas1ATadNS
(DSd) 11ouno) Arosiazadng
Arejuowrerjred oyl

pasodoud 10 suonoues ‘so[nI
[BUISIUI ‘SAUI[APING [BIOUST
soroidde [1ounoo Suruioro3
QU [, "UOISSIUIWIOD JONIeUT
SONIINDAS [BUOIIEBU O}

Jo yuaprsaxd-201A 2y ‘Aorjod
[eroueul) pue AInseon

oy} JO [eIOUAT 10J0IIP A}
‘SIOQUISW [IOUNOJ PAJOJ[d
x1s ‘rouroao3 Andop
‘10u19A03 91} Jo pasodwod
SI [1oUN0d JUIUIIAOD)

‘suonerado

S, VS oy SuiSeuewr

JO 93IeyD UI SI SOOIAISS
[eIoURUL} JO I)STUILE YT,

(paeog Arosiaradng
¢3'9) uonouny
JYSISIIA0 311(q

‘jod

10 JOIN 9y} Aq pasodoxd
SIOQUISW ) WO} POJI[IS
QI UBULITEYD-I0IA pUE
uBwIIRYD A ], "pIeod Y} ul
papnjour os[e a1e AjLioyine
uorsiazadns aoueInsur oY)
JO [BIQUAS J0JOIIP PUB VS
91} JO [eI2UAT 10J021IP AL,

"[I[eaY puE SIeJje [e100S
Jo Ansturwr o jo [esodoad
1) UO QUO PUB PUB[UL]

Jo yueg oy jo [esodoid
3} UO 2UO ‘douruly

Jo Ansrurur ot Jo [esodoad
Y} U0 0M) YOIYM JO DSd
) Aq payutodde siaquiow

“UOISSTIIUIOD
JATINOOXA 9} PUE [IOUNOD
Furuioao3 ‘Jouronod Aindop

“UOISSTWIWIOD A} Juasardar
0} ST UONOUNJ 9S0YM

pieog 991A10S A10s1Aatadng
[elouBUL 9y} pue S 3y}
Jo peay 2y} SI UBWLIRYD AT,

*SIOUOISSIIUIOD
Surpue)s-uou X1s

pUE ‘IOUOISSTUIIOD SUIpue)s
QUO ‘UBULIIBYD-IA

InojJ “o°1 ‘soquioul | I0UIdA0S 9y} JO pasodwoo ‘SIuopuLIUI “1o)sturw owrid oy Aq | ‘uBTLITRYO 9} JO SUNSISUOD 2.1n)onays
XI1s Jo pasodwoo pieog st Apoq SururoAon) pue juopudjuLadng poyutodde st ueunreyo oy, SIQUOISSTWIIOD QUIN JUAUISRUBIA
2Imonns
puequig uredg =t} ueder BOIOY] SjuUFURITY
A1[1qeunodoy

11 ¥ed

SILIIUNO)) PIIIIAS Ul
sapLIoyIny AI0SIAIANG [BIOUBUL J10) SHUIWRSURLLY AJ[IBIUNOIIY [BULIO




APPENDIX I

- 46 -

oy} sny ., "pueulf

Jo Juegq oy Jo suonerodo
o Surursouod juowrerjred
oy 03 wodar HSJ

o) uI papn[our ore sJurpury
‘uny uf ‘suonerddo ySq Jo
SOA1}99[qO JO JUSUWIOARIYOR
uo 310dar [enuue ue YuUMm
DSd ayp serjddns preog ayp
‘uonippe uj 1odar [enuue
ue yum HSJ 2y sarjddns
pIeog VS oyl uswered

01 31 SHWQNS Yorym
JUSWIUIOAOT Y} 0} JUdS
S1308pnq parewnse Ay,

‘sansst A10s1a10dns ssnosip
03 yuowerfred o10joq Jeadde
0S[e Ued JOUIdA0S oY ],

‘suonmnsur posiarodns

Ul SUOUSAIUI 0} pue
SUOT)OUES SNOLIOS AIOA 0)
OSLI UQAIS dARY Jey) SUON)OR

“1oysturw owinid oy

oy Aq pajutodde are uo juowerjred o3 j10dox Aq pajutodde “yourqes oy jo judwrerred
DSd 9 JO SIDquIdW Y ], [enuue Ue SPUds Jueq YL, IOqUISW © ST JOISTUIW Y |, M digsuonepy
‘JuowerjIed
PUE JUSWUISA0S d) 03 JUIS "Ansnpuj pue 9219Wuo))
SI 1 SAIPOq Sunew UoISIAp Jo Joquiey)) BaI0Y] AU}
s jueq oy Aq [eaoxdde Jo juopisaid oy} pue aonsnf
I10)je pue uorsiazodns JO 10)sTUII ‘AWOU099
‘Sunyew-me| Supyueq uo paonpord puE 25UBULJ JO I)SIUI
101095 [eroueul) 10y Aouage st J10das ojeredos v 3 Aq papuLWILIODAT
[ediourxd oy st ooueuly sy1adxo ‘uonjerodio)
Jo Apstumur oy, ‘yyesy pue | uswerfred 03 JUSWIUIIA0T soueInsuy ysodo(q ©aI10y]
SITeJJe [B100S JO AISTurur oy} o} BIA PopIUQNS 9q 0} 91} JO JUSPISAIJ AU} ‘BOIOY
Jo [esodoid oy uo suo pue 110dar [enuue oy soroxdde JO dueg 9y} JO IOUIIAOT
doueuly Jo Ansiurw ay) Jo [1ounoo 3uruIdA03 Ay, "9duRUlj JO Ansrurua Amndop ‘Awouods pue
resodoad ayj uo pajurodde A} BIA JUSWIUIIAOS doueury jo Jjsturwa Aindap
d1e preod dY} JO SIOqUIdW ‘JUQWIUIOAO0T oy 03 saje[aI 1S YL o) oI SIQUOISSIUIWIOD Y, (QuamuIdA03
omJ, -oriqnday oy jo oy Aq payurodde -o1qnday] a2y jo "8a10Y Jo o1[qnday a2y Jo pue Ansiuiu

juopisaid 2y} Aq pajurodde
SI [eIOUAS 1030911P Y],

QI [10UN09 SUIUIdA03
o} JO SIOqUISW [V

juopisaxd oy Aq pajurodde
st juopuojuLadns Y],

juopisaid 2y} Aq pajurodde
SI JOUOISSIWTIOD [oey

JduBUL)) IANNIIXD
oy yym diysuonedy

-110dar

[enuue Yy} pue ‘ye3pnq oy}
‘SIB[NOIIO Ukq “IOYSTUILL d)
0} popIuIqNs 9q 0} SUONOUES

puefur]

uredg

QD

ueder

BOIOY

sjuowagueLry
A1[1qeunodoy

11 ¥ed

SILIIUNO)) PIIIIAS Ul
sapLIoyIny AI0SIAIANG [BIOUBUL J10) SHUIWRSURLLY AJ[IBIUNOIIY [BULIO




APPENDIX I

-47 -

"SME] [RUOTIRU 2ANDadSaY :991N0g

‘Ansnput
) WOIJ PIATIOAT SIF
AQ paI12A09 dIB SINIAIOR

VSd oY) JO 1500 YL

*0Sd 2y Aq paurodde
s1oypne Aq paypne

dIe pue SJUNOJOE [RIOUBULY
pUB[UL] JO Yued ayj ojut

"uor)eWLIOFUT 10 Juowrerfied

01 JU3S ST ‘AWOU0Id pue
doueuly Jo Ansturt oy} Aq
[esodoid uodn juowuraao3
) Aq paaoidde aouo

‘orqndey

o Jo 1o7jondwod [e1ousd
oY) Aq PeIIpNE dIE SJUNOdIY
‘suonmnsur posiarodns

9y} noqe J[IyH Jo yuey
[enua)) 2y} pue ddULUL JO

REl

(OB WOJJ UOTJEUWLIOJUI
a3ueyoxo pue 3sanbaix
Kew DS, 2y} pue ‘@210

PparepIjosuod axe ySq 9y} ueq 3y} JO SHUNOIOL pue Ansiurw 9y 0} uojeulIojul | 393pnq JUSWUIIAOS [B1UID Jo yued oy} ‘AWou0sd L1qejunodde
JO Sjunodoe JRIOURUL) Y [, 199YS doUB[Rq [BNUUR A ], sopiaoid J1gS QYL | oyl woly papuny S yS YL | pue oueulj JO ANSIUTW Y[, A1e3a3pnqpny
*SUOISIJOP pue SUONoR
V'S4 1ofew jo uoneorqng
‘suone[ngal vSq
uo uone)nsuod udd e (suonemsax

-orqnd oy 03 (1894 10d
0) SINJ[SMOU S
OSd

uo saanpadoad
uone)nsuod ‘syrodax
Jo suonednqnd “3-3

a 1o Modar [enuue “Tedk & sown) ysnoayy) dnqnd ay)
oy jouopediiqnd e ‘uorsiazadns 9011} 1SBI JB SuOnMISUl pue ('3)9 ‘sIounsuod
-orqnd uo j10da1 Y Sk [[om posiazadns jo smejs ‘Axsnpur)
oy} 10§ 10da1 [enuue se 110das enuue s, uredg 9y noqe drqnd [e1ousl "J10dax j10dax SIIP[OYIB)S PAEAMO)
oy Jouonedlqng e Jo yued jo uonedrqng oy} wioyul Isnw J1gS [enuue Jo uonesqnd [enuue Jo uonesrqnd £)11qeIunoddy
‘SUOISN[OU0D ATBSSI0U
MEIP PUE AIMONIISLIJUT
K1018[N32I puk A10s1A19dns
Jo Suruonouny dy} ssasse 0}
Anqqrssod e 303 juowrerred ‘[eaoxdde 103 juowrerred
puequig uredg =t} ueder BOIOY] SjuUFURITY
A1[1qeunodoy

11 ¥ed

SILIIUNO)) PIIIIAS Ul
sapLIoyIny AI0SIAIANG [BIOUBUL J10) SHUIWRSURLLY AJ[IBIUNOIIY [BULIO




APPENDIX I

- 48 -

‘Tendes Jo spemeIpyIm
OAISSO0X9 JsureSe
syueq 109101d 0] e

‘[endes Jo smojno

Y3y Ajjeuondooxo

jsurege AWOU09d
ssimg oy 109101d 0],

"0IUQ0 eIoURULJ
© SB PUB[IOZ)IMS
Jo uonyeindar

oy oarsaxdo] e

‘3sa103ut o1[qnd oY}
ur waysAs Juryueq Ay}
Jo Suruonouny A[1opio

NPaId
Suru1oouoo suoisiaoxd
oy m ouerdwo) e

"WQ)SAS [eroueUl)
oy Jo ssouaannadwoos
pue Aouoronyq e

"WQ)SAS [erouRULy
U Jo AN[IqEIS [[BIOAQ @

‘uorsiazodns

“Kypmbry
JTWISAS pue JoxIew
JO ddourUUIRIA .

'siseq
P2JEPI[OSUOD € UO puE
0[0S © UO-SUOnMNSUI
[eIouEUI} puUR SYUEq

JO SSOUPUNOS [BIOUBUL]

‘suonerngax
pue sme[ o[qeorjdde
Jojuowooiojug e

u1 pogesud sannud
pue suoneziuesio
Jo suonerodo juapnid
2} JO doUR[[IOAINS
jusuewrad oy
y3noxy) uonnadwod
1o Iew paje[ngal

puE IEJ € UTRJUTEW O] o

RN AL
Jo Aouoredsuen
oY) OUBYUO O], e

‘suonmnsul
[eIouBUI} PUE SIUSI[D JO
jsarojur oy 300j01d 0], e

‘sjoIewn

‘me] Sunjueqg

) Aq 19s suorsiaoxd

ay) yim sxjueq Yy £q
oouer[dwod aINSUd O], o

pUB SSQUIIIOMISNI) 03 309[qns suosiod [endes pue Louow 9y} 'SjuNooYe
QU urejuIRW O} pue o Jo JuswageurW ‘uonosjord 30 uonjerodo yjoows jueq UO Py spuny
sioyisodop 109j01d 0], juopnid pue punog e 1OSSBJUAI[D) e oypojoword o] e | JO Al9Jes QU AINSUR O e saAnd3(qo L10ymerg
“SuLy “SuLy

SONLINGAS PUB SOFUBYOXD
SONLINOAS ‘PUN] JUST)ISIAUL

*SOLIBIPAULIOIUT
[eroueuly pue syueq Jo

SOILINOJS PUB SUOTIMTISUT
JIpaId Jo uone[ngal

Ansnpur
SOOTAISS [e1oURUl} A} JO

‘syjueq Jo uorsiazadng uone[n3al pue uoisiazdng pue uorsiazadns ‘FursuadI| uonje[ngor pue uorsiaradng 'syueq jo uorsialodng uonouny
Kuoyny K1osiaredng
$E6] ‘g JOqQUIDAON [eroueur ueLe3uny ‘1661 ‘LT Isndny
‘syjueg UO me [I0pd] €661 OV POIEPI[OSU0)) | IOIOURUIJ 10 QIIBIQUOW 9PO)) | U} UO 6661 JO ATXXD 10V Jo meT Sunyueg siseq [e39]
douel] op anbueg
(gD) 21reoURY UOISSTLIIO))
(IADFD) 1USWASSNSIAUL, P
sosudoyug sop 30 3IPAID 9p uorsiazedng
SIUSWIASSI[qeI SOP WO0)) (VSAH) Supueg I10J UOISSIWIIO))
(0dgs) uorssiuwo) "(IJANIIN) seoueuly sop Kuoyny Arosiatadng (daN)
Sunjueg [e10pa SSIMS BI[e)[,p eOURY 39 QIWIOU093 | 9P SNSTUIIA [eroueurj ueLreSuny Ds[od yueq AmopereN uoynysuf
pueIozZIIMS Areil Qouel] Kregunyy puejoq SIUAUISTURLIY
AN[1qeIUN0d9Yy

111 ¥ed

SILIUNO)) PIIIIAS Ul
sapLIoYyIny A10SIA13dngG [BIOUBUL 10} SIUIWASURILY AJ[IBIUNOIIY [BULIO




APPENDIX I

-49 -

IoUJ0 oY) pue AInsean) oy}
JO I9ISTUIW oy} SI UBWITRYD
dy ], ‘sSuraes jo uonodoid
oY) pue JIPAId 10} AyLIoyINe
1s9y31y ayj sI s3uIAes

PUE 1IP3IO J0J 9OPIWIOI
[BLI)STUTULISIUT O[],

‘Awouoine Jeuoryerddo
1oty ureyutew djoy soouereq
pue s)yo9y)) ‘Apoq JYSISI9A0

JO0IIP OU SI IAY ], "SAIPOq
oAnensuIwpe juopuedoput
ale [HDHD pue 4D

puE d9UBUIJ JO IOISTUTW A}
()M SUONB)[NSUOD UO PIseq
pajutodde ore sroquuiowt
OAT] UBWLITEYD O]}
SL'VSJH 9y Jo uapisaid
o) puE SIOQUIAW G|

sey [1ounod uoisiazedns YT,

JUSWIUIIAOS o}

Aq payutodde ‘qgN oy Jo
suos1adireyo Aindop o1e omy
YoIyM JO SIoquIowW preog
Y310 0} XIs pue uosiodireyd
a1 Jo pasodwod

SI pIeog JuowdFeURIA

(p1eog Arosiaradng
¢3'9) uonouny
JYSISIIA0 311

“[1ounod
[e19pa} oYy Aq pajutodde [re

‘SuonMSul JIPaId
uodn sromod Areurjdrosip
pue A1osiazadns

UM PIISAA ST “ddURI]

Jo anbueg ay) Jo J0UI2A0D)
oy} Aq pameyd ‘g oYL

"SIOp[OYaIRyS I1oY)
Suuiwexa pue suonMIISul
P10 FuIsuodl] Jo s1omod
QU YIIM PAISOA SI “QoURI]
Jo onbueg 2y Jo J0uIA03
ayy Aq parreyd ‘TFOHD YL

(IT10D)
SQIQIOUBUL] UOT)BIUIWITY

B[ 9p 10 UONE[SIZo]

B[ 9P JHE}NSUOD 1oy
Jo uorurdo aA1E}NSUOD

e 3uimor|oj suorjen3ox
ydope Aewt [JANIIN “SWITJ
SONLINOJS pue ‘Furyueq
‘9ouRINSUI JO SI0JIS

o ur szamod A103e[n3o1

*S[RIOIJO
o1qnd oAl pue ‘uosiodireyd
Andap ‘uosiadireyo

SIOQUISUI UIAJ[S 0} UIAIS uounredoq UM [TANIIN PaIsoA ‘syuoprsaxd oy Jo pasoduiod 21n)on.1s
Jo pesodwod st DS Y.L uorsiazadng Supjueqg | €00 19V ANINOIS [eroueUl] Andop om) pue JuopIsalg SI UOISSIWIIOD Y], JUdURSEUBIA
*SOOIAIOS [RIOURUIY
pueIozZIIMS Areil Qouel] Kregunyy puejoq SIUAUISTURLIY
AN[1qeIUN0d9Yy

111 ¥ed

SILIUNO)) PIIIIAS Ul
sapLIoYyIny A10SIA13dngG [BIOUBUL 10} SIUIWASURILY AJ[IBIUNOIIY [BULIO




APPENDIX I

-50 -

91} JO S[eIJIJJO IOIUSS pue
UBWLITRYD QY ], "oIIe[sISo]

uowerred Aq preay
9q 0} yse Aew IO pIeay

“VSAH 2y Jo juaprsaid oy .
‘resodoid s 1oystura

JUSPISaI{ A Jo Jsanbar oy
1e wlog oy Aq payurodde

o 03 Jodar fenuue 9q Aewr oouel] op anbueg owd a1y uo juoprsard yjoq a1e uostodireyo judwerpred
ue saysiung DG4S oYL 9} JO JOUIOAOD) A [, oy 3090 Juswrerred | Andop pue uosrodireys oyl ym digsuoneay
*(S910U9FE IIAIIS [IAID pUB
SONLIOYINE [EIJUD ‘0JeUDS
‘wfog oy Jo s1oyeads “3-0)
JUSWIUIDA0T A1) 0} J[qe[IeAR
opew a1e Ansnpul Sunjueq
o1} JO UOIIPUOD [BIOUBULJ
9} UO S)UOUISSISSE [BNUUY
‘uorsiazodns Sunjueq
10 9je10)00dsur [eIouaT
PRI JU) pue 9ouBUIJ JO AnSIUIW
OB SANIATIOE §)1 JNOqe ‘uorssruo)) oSueyoxXy
"00UBUL] TAANIN JuowIuIoA0S o) 03 sprodor PUE SAIILINOAG ‘puNJ
Jojuounreda( [e19po] oy oy Aq payurodde are | WS JH oy Jo yuapisaid oy | 9ojuerenn) yueq Oy} ‘puejod
BIA [IOUNOD [BIOPAJ ) YHm ‘KouagIowd Jo ased | gD pue [4DHI)D JO sidquiow Jo orqnday] oy Jo Juaprsalg
SOJEOTUNIIIOd DS YL Ul 99O JIPAIO Y} JO Ioyjo [TV -orqndoy ayj Jo ‘uorsiaadns oy Jo saAnejussaxdor
"[1oUnoo [eIOPaJ oYy 03 Jedk | doeld ur joe ueo AInsean Jo wopIsald Ay £q payurodde oy Jo juoprsard dIe sIquIdW IO
® 2ou0 suodar DS YL IOISTUTW O JUSUILIdA0S ST TAANIIN QY.L "SIISTUIN 2y} JO UONEPUSWWO] ‘QdueUIy JO ANSIUI
oy Aq payutodde | jo [rouno)) oy Aq pajurodde uodn aoueury oy Jo aanejuasaidor (QuowuIdA03

"Ansiuru 9oueUlj [BI0paJ ay)

03 130dar [enuue sy W

aIe S3UIABS pUE JIPaId 10J
20PIWIIOD [BLIS)STUIULIUI

aIe AInseal], oY) Jo peaH
oy} pue douel] op anbueg

JO IojSTuIW oY) Aq paprwuqns
syuaprsard Aindop omy

e s1 uostodireyo Ayndop
pue JgN 23 Jo juapisaid

pue Ansiuru
JduRUIJ) ADNIIXI

03 paxmbar st DS YL 97} JO SIOQUUIAIA 97} JO JOUIPAOD) AT, s)0010 Jo)sTuTWr Swtid oYL o st uoszadireyo oy | Ay YIm diysuoneyy
‘sIrejje
Ayunwwods ueddoinyg
J10J IO)SIUIW JY) pue
syprom o1jqnd Jo 1dstur
oy ‘Ansnpur Joj Jo)siurt
o) “9ouBUIJ JO IISTUTI
oy “‘sarorjod A1jsa10j ‘Apoq A10S1ApE UB
pue pooj [eInynorse SI [IOUNOD 9] ], *SUONRIOOSSE
JO UONEBUIPIO0D A} 10J [euorssajold yum
I9)STUTW o1 ‘Open) uS1oI10] SUOTJE)[NSUOD U0 PIseq "J4N oY Jo AjAToe
JO IQ)STUTW A1) dT€ SIdQUUAT pajutodde are sroquiow (| A1) J90IIP 0 ST UONIUNJ S|
pueIozZIIMS Areil Qouel] Kregunyy puejoq SIUAUISTURLIY
AN[1qeIUN0d9Yy

111 ¥ed

SILIUNO)) PIIIIAS Ul
sapLIoYyIny A10SIA13dngG [BIOUBUL 10} SIUIWASURILY AJ[IBIUNOIIY [BULIO




APPENDIX I

-51 -

‘Smejf [euoneu ®>ﬁo®n~mom :20INn0S

‘syrodax

[e1oads axmbor Aewr ooueur,]
Jo yuounreda(q [eIopag

2y} puUe [1OUNOJ [BIIPA] AL,

"s1031pne KI0)NJe)S [BUI)XD
JUIQJJIp oM} Aq A[enuue
POII1I00 QI SJUNOJOE

s oouel op onbueg

"9ouel,] op anbueg oy} Aq

‘103pnq
s, 9oueuly Jo Ansiuru
2y Jo 1ed a1e sjunodoe

pop1aoid a1e s901n0saI pue SJ| "oouRUI} JO ANSIUTW ) ‘daN

"S910Ud3k JUSWUIOA0S JO JJeIs J19y) asnedaq s)AdYs | Aq pasiazadns are suorouny pue SgD 9y} JO SANIANIL
SIUSWOSURLIE JIPNE [BULIOU doue[eq Jeredas oAey )1 pue 2UJO IpNY LIS ay supne (JIN) [0nu0) L1qejunodde
01102[qns st DEAS QYL 10U op TADHD Pue gD oYL | Ay Aq payipne ST VSIH oYL | Jo requueq) Jouadng oy Axepdpngppny
‘suorun (suone[ngaa

S JO)JIOM JO PUE SIOWNSUOD
JO pue ‘Arunuuioo
[eroueury pue Sunyueq

oy Jo saAnejuasaidar

‘SUOIjRIO0SSE.
[euorssojoid sanejuasaidar
UIIM SUOTIE)NSUOD UO

paseq pajurodde are [1ounoo

‘suonye[n3ar

[eroueUL JO 2INJONI)S

oy} 03 saSueyo [BOIUYO0)
pasodouid 10} uoneIdossy

uo saanpadoad
uone)nsuod ‘syrodax
Jo suonednqnd

¢33 ygnoayy)

sopnjoul [4DHD oYL | uoisiazadns oy JO SIOQUIAW S1ayueq ysijod Jnqnd ayy pue (‘939
[€101 93 JO SPIY-0M T o} YIIM SHNSU0D S YL | ‘sIdmwnsuod ‘Ansnpur)
‘Joda 'sonianoe K1osiazedns uo “uonmNSul Yoed 10J ‘Jodax ‘J10dar SIIP[OYdY IS PIEAMO0)
[enuue jo uonesrqng | 31odor [enuue jo uonedrqngd | 11odar [enuue Jo uopedIqNg [enuue jo uonedIqnd [enuue jo uonedsIqng LIqeiunoddy
‘sy1odor enuue ysiqnd osfe
g0 pue [FDFD “(sesnoy
10q) SUOISsas Y TOD
03 yedroned juoweryred
JO SIOQUIOTA] "SWIO)SAS
[eroueuly pue Sunjueq oy}
Jo uonengar oy uo 310dox
& (sasnoy y1oq) juowerfred
‘uo1ssas Areusyd oy pue orjqndoy] PRI
oy) SuLINp UOISSIWIWIOI 91} JO JUIPISAIJ A} SPUAS |  AIOAD SANIANOR UOISIATadNS
oy syuasaxdor 1ojsTur oY) TATOD oy 184 yoeg )1 Jnoqe syuowerfred
ysnoyjre 410dax o) sSnosIp JO dopmuuod jueyedwod
A9} UM SOIPIUILIOD ‘Juower|red o} pue juaprsard oy} SWIOJUI YUAWUIIA0T ‘wifog Y3 03 papruqgns
Areyuswrerjred a10joq readde oy 03 surodor [enuue oy} 03 papraoxd st J10da1 [enuue Ay ],
0} PaIInbal a1e UOISSTUWIOD spuos douel,] op anbueg 310da1 o) Surmoroy ‘puejod jo oriqndoy oy jo
PUBLIOZ)IMS Arey Qouely] AreSuny puejod sjuawagueLry
AN[1qeIUN0d9Yy

111 ¥ed

SILIUNO)) PIIIIAS Ul
sapLIoYyIny A10SIA13dngG [BIOUBUL 10} SIUIWASURILY AJ[IBIUNOIIY [BULIO






