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Implementation Initiatives by Global

Standard-Setting Bodies
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Global Standard-Setting Bodies to Promote
Financial Stability

Joint Forum:
Issues common to the banking,
securities and insurance
sectors
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GMandate

)

Primary global standard-
setter for banks;

v' A forum for cooperation on
banking supervisory
matters;

v' To strengthen regulation,
supervision and practices
of banks for enhancing
financial stability

0tfy HAnniversany 2003 - 2013
SL Basel Committee on Banking Supervision
(BCBS)

GStrategies

v

v

v

Monitoring the adoption of
the Basel Il standards

Assessing the consistency
of local implementation

Supporting
Implementation guidance
and provision of training
(e.g. via the Financial
Stability Institute)

Fostering the timely,
consistent and effective
iImplementation of
standards and guidelines
via the Supervision and
Implementation Group
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Financial Stability Institute (FSI)

9 Mandate

)

Support full
Implementation of
supervisory standards
globally by assisting
supervisors in
implementing the
standards and practices

Provide supervisors with
the latest information on
market products, practices
and techniques

Help supervisors develop
solutions to their multiple

challenges
_/

9 Strategies

v

<

Surveys on the
iImplementation of
standards

Conferences, high level
meetings, and seminars

Secondment programme

FSI Connect, an online
learning tool and
Information resource for
financial sector supervisors

Publications, such as
occasional papers and a
guarterly newsletter

J
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Ensuring Implementation of Standards

“Setting rules without ensuring their implementation is akin to
building a lighthouse without ever switching the light on”

- H.E. Stefan Ingves, Chairman, Basel Committee on Banking Supervision
Governor, Riksbank, 16 November 2011

Ex-ante
Consistency in the
understanding of
standards

Key Goals

Ex-post
Consistency In [ RN

Implementation at -

o

international level

11
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Facilitating the Implementation of IFSB

Standards

12
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L Facilitating the Implementation of
Standards

— Helps regulatory and supervisory authorities and
market players to address the specificities of risks in
Implementation of offering Islamic financial services

IFSB Standards

— Enhances the soundness and stability of the financial
system

* In September 2007, the IFSB introduced the "Facilitating the Implementation
of Standards (FIS) Workshop Series" as part of its efforts to facilitate the
iImplementation of IFSB Standards among member countries.

« The Workshop series is aimed at providing participants with the necessary
knowledge and skills to understand and implement the IFSB Standards in
order to support the operations of institutions offering Islamic financial services
(IIFS) to remain robust and sound.

* The Workshops are targeted at personnel from central banks, regulatory
and supervisory bodies as well as IIFS.

13
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FIS New Initiatives

Since 2011, several new initiatives have been introduced and implemented to
improve the quality and effectiveness of the FIS Workshops in. The main
improvements are as follows:

Organising Regional Workshops

 Customised Workshops Based on Country Needs and Objectives

« Sharing of Country Experiences

« Conversion into E-learning Modules

* FIS Outreach (Speakers) Programme



SL The FIS Initiatives in Strategic Performance
Plan (SPP) 2012-2015

Activities Output-Outcome

1 | FIS Workshops Country and Regional Programmes OP2-0OC1
5 FIS Workshops for Regulatory and Supervisory Authorities OP2-0C1

(RSAS)

OP2-0OC1; OP1-

3 | FIS Outreach (Speakers) Programmes OC3: OP1-0C4
4 | IFSB E-Learning Programme OP2-0OC1
5 Organise capz_icny building with MOU partners (Executive OP1-0C4

Forum and Joint Courses)

* OP2-OC1: Increase awareness and understanding on the IFSB Standards

* OP1-OC3 and OP1-OC4: Platform for cooperation, knowledge sharing and
knowledge transfer with IFSB Members and Non-Members.

15
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FIS - Enhancements Over the Years

2011 2012 2014

FIS Workshops

— FIS Workshops Country Programme

— FIS Workshops for RSAs
FIS Speaker Programme

In 2013, the IFSB conducted
13 Workshops (3 RSAs, 7

Regional, and 3 Speakers
Programmes)

* FIS E-Learning Programme (Development of
E-Learning Programme for IFSB-1)

* Organise Regional FIS Workshops

* Invite external speakers for the FIS
Workshops in  particular  from
member  countries to  share
countries experiences

* Provide customise FIS Workshops
that meet the members’ need

*|FSB-INCEIF
Executive Forum

16



i W0ty Anniversauy 2003 - 2013

S FIS Workshops: Current Structure

Sectors - Islamic banking, Takaful, Islamic capital market

COD. Target market Participants — RSAs, market players, other stakeholders
L=
w - -
= * Presentation materials
= « Case studies
(% Contents » Individual and Group Exercises
T » Group discussions
= « Sharing of experiences in standard implementation
=
=
S Costs « An average cost of USD10-12 K per workshop
o
« |FSB Secretariat - Technical and Research
Staffing « Same staff is involved in standards’ preparation, FIS
workshops, research and other technical work of the
IFSB
17
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L Review of the FIS Workshops 2007- 2014

Figures and Facts of FIS Workshops Country Programme
Based on Number of Countries, Workshops and Participants

Figures & Facts — Figures & Facts —
2007 - 2013 1Q 2014

32 2
Number of Workshops 149 Number of Workshops 3
Number of Participants 2,098 Number of Participants 133
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G

Planned Initiatives

Conduct comparative studies of three or four
selected IFSB Standards for drawing lessons
from their implementation in specific jurisdictions

Planned
Activities as
a Part of
Technical
Assistance
from the ADB

Develop IFSB E-Learning Programmes to
enhance dissemination of IFSB standards and
guiding principles.

19
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—

6 Members’ Satisfaction With Awareness
Programmes

Satisfied

o

/
Somewhat dissatisfied] Q:ompletely/
<+—— /dissatisfied| very satisfied —»

B Somewhat dissatisfied/

Public lectures @ dissatisfied

Base : 35

00000

I Completely/very satisfied
B Satisfied

Public hearings -
Base : 37

38%

Satisfaction
is high for
workshops.

Round tables 0
Base : 39

Executive Forums
Base : 36

Workshops —includin
Facilitating the
Implementation of
ndards (FIS) worksh

Base : 53

Q. Please tell us, on an overall basis how satisfied are you with the quality of awareness programmes, capacity building workshops
and meetings organisated by IFSB that we have discussed?

Q For each awareness programme and meeting attended by your organisation (THOSE CODED IN Q.32), please tell us how
satisfied you are using the scale below.

Source: IFSB Survey on Members Satisfaction 2013
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S Strengthening Support for Implementation:

Successes and Constraints

Success

IFSB is meeting its target of FIS programmes in six jurisdictions annually, along with 3
workshops dedicated for RSAs.

FIS is successful as indicated in the IFSB Membership Satisfaction Survey.

FIS workshops are deemed as the one of the important programmes for assisting
members as indicated in IFSB Standards Implementation Survey.

Growing requests from members and increasing participation in the workshops

Issues/ Constraints

The demand for FIS workshops is much higher than currently conducted
Capacity and capability constraints
« Same staff engages in wide set of activities
» Lack of suitable staff to provide policy level review of issues and provide assistance
to the members
Limited resources (human and financial) to meet growing demand for implementation
assistance. 51
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Status of IFSB Standards Implementation

(Based on IFSB Standards Implementation Survey 2013)

22
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Banking Sector:

Implementation Status

Implementation (in percent)

Implementation status of IFSB standards
in the banking sector

100%
2% 12% 12% 12%
p P p ©16% o, 200 16%
80% +— —F — — — —
44% 44%
48%
N 0 T 5% - -
60% 5205
57% 60%  68%
40% +— -, — — — — -
20%
0%

IFSB IFSB IFSB IFSB IFSB IFSB IFSB IFSB

1 2 3IFSB sthndards 7 12 13
| um Completed = In Progress = Planning = Do not plan to|
IFSB IFSB
Standards IFSB1 | IFSB 2 IFSB 3 IFSB4 | IFSB5 | IFSB 7 12 13
Base 25 25 25 25 25 23 25 25

Implementation status of IFSB standards
in the banking sector
urisdictions who hae more than 5%

197 6
=70 M0 5

(Base: 11
100% 69

27%
- 36% 36% 36% - -

80% - —
45% 5oy

B ogg, O4%
S 60% 12796—9% — —| — —
s
c 36% 36%
= 40% - — —21%20%— —— —|
S 9%
S 20% - 27%
“E" 4) ) o 0 )
Q
E‘ 0% T T T T
= IFSB IFSB IFSB IFSB IFSB IFSB IFSB IFSB
1 2 n?:SB s?andar%s ! 12 13
[ m Completed = In Progress © Planning ~ Do not plan to |

Findings

» Out of the total 25 RSAs, 11 have more than 5% market share and they are also full

members of the IFSB.

RSAS), respectively.

* [FSB-1 and IFSB-2 are fully implemented by 45% (5 of 11 RSAs) and 55% (6 of 11

» About 27% (3 of 11 RSASs) of RSAs fully implemented the remaining banking
standards, with the exception of IFSB-12.

23
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Banking Sector: Comparison between 2011 &
2013 Surveys

Implementation status of IFSB standards in 2011 Implementation status of IFSB standards in
Survey (base: 14 RSAs) 2013 Survey (base: 14 RSAs)
100%

o0 210 14% 14% 14% 14% 14%
7 29% 29% 29%

21%

0
44% 7506 |

36% 36% 36%
0 43% 0 43% >

29% 43% 29%

4 50%
50% - 43%

50% -
14%

7%

29% 29%

Implementation (in percent)
[@))
<
Implementation (in percent)

25%

0%
0%
FSB1  IFSB2  IFSB3  IFSB4  IFSB5  IFSB7 IFSB1 IFSB2  IFSB3  IFSB4  IFSB5  IFSB7
IFSB standards IFSB standards

BCompleted OIn Progress BPlanning ODo not plan to ‘ ‘ BCompleted OlIn Progress OPlanning ODo not plan to‘

» There is an improvement for the banking sector in all dimensions of implementation of
standards in 2013 as compared to that in 2011.

* IFSB-1 was implemented by 36% (5 of 14 RSASs) in 2013, while it was 15% (2 of 14) in

" : 2011.
FI nd I n gS » The progress was also evident for IFSB-7, which was implemented by 21% (3 of 14
RSASs) in 2013 vs. 8% (1 of 14) in 2011.

* Out of 14 RSAs, only a range of 14-21% (2 to 3 RSAs) did not plan to implement the
Standards in 2013, vs. 23%-46% (3 to 6 RSAs) in 2011.

pac



6L Capital Market Sector: Implementation and
Comparison

Implementation status of IFSB standards
in the capital market sector (base 6 RSAs)

100%
g 80%
]
[-5
c
= 60%
c
K]
o
< 40%
€
9
£ 20%

0%

IFSB 6
IFSB standards

= Completed =1In Progress = Planning Do not plan to

Implementation (in percent)

Comparison between the two surveys under same

100%

80%

60% -

40% -

20% -

0% -

jurisdictions (5 RSASs)

25%

2011/IFSB 6 2013/IFSB 6
IFSB standards

B Completed Oln Progress

Il_-— —




iF W0ty Anniversauy 2003 - 2013

Cross-sectoral: Implementation and
Comparison

Implementation status of cross-sectoral IFSB Comparison between the two surveys under
standards (base: 33 RSAs) same jurisdictions (17SAs)
100%
100% 16%
18% 0
27% > 80% 38% 32% 33%
= 80% +— ]
] — 26%
5 =
o 33% o
;‘ 60% +—— | 560%
%’ 42% 2. 37%
B 40% = 0% 38% 44% v
S 27% o
g —
€ 5]
9 12% g
s 20% |——— S
€ £20%
- @
=
0% - . £
IFSB 9 IFSB 10 0% -
IESB standards 2011/IFSB9 2013/IFSB9 2011/IFSB 10 2013/IFSB 10

IFSB standards

= Completed = In Progress = Planning © Do not plan to

BCompleted OIn Progress

* In total, 8 RSAs out of 33 respondent RSAs have fully implemented
the cross-sectoral standards, IFSB-9 and IFSB-10.

« Atotal of 9 RSAs were in progress and 12 RSAs were planning to
implement the Standards.

Findings

26
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Implementation status and market Shares...

>0% 45% 14%
>5% 45% 5%
500 >10% 37% 6%
G c 215% 42% A%
>20% 27% 29% .
>05% 2204 26% .

B Completed OIn Progress O Planning O Do not plan to

* There is a gradual upward trend in ‘completed’ status of RSAs for
IFSB standards as the market share of Islamic assets in jurisdictions
increases.

* On the other hand, there is a gradual downward trend in the ‘do not
plan to’ category for IFSB Standards the higher the market share.

* The correlation between the implementation status and the market
share of the surveyed RSAs are found to be positive the higher the
ratios of assets in IIFS in the jurisdictions.

Correlation

27
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Timeframe for Implementation

20
18
i
T g
@12 4 5
— 4
o
€ 8
>
< 6
4
2
O U U J
IFSB1 IFSB2 IFSB3 IFSB4 IFSB5 IFSB6 IFSB7 IFSB8 IFSB9 IFSB10 IFSB 11 IFSB 12 IFSB 13
O03-5 years m1-3 years B Within 1 year
percent)
* Most jurisdictions indicated a shortening of the timeframe within
which they planned to implement the IFSB Standards.
* On average, 55% of the RSAs planned to implement the Standards
Timeframe between ‘1-3 years’ period, and 12% planned for immediate

implementation, that is, ‘within one year’ period.

* Overall, 67% of RSAs planned to implement the standards within 3

years.
<




Highlights

18 RSAs
33 RSAs (benchmark: 5% market share in IIFS)
m 10 RSASs
m 13 RSAS
(40%): one or (55%): one or
more . more
Standards Standards
17 RSAs n 3 RSAs
(21%): at (16%): at
least one least one
Standard Standard
110 RSAs n5 RSAs
(30%): at (27%): at
least one least one
Standard Standard
' No RSA

“ 3 RSAs (9%)

Insight: IFSB-12 and IFSB-13 were issued in March 2012; however, there is a rapid take up by
many jurisdictions for those latest standards.

29
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Rank of challenges in implementing the IFSB standards

2013 Survey 2011 Survey
Challenges

Mean Rank | Base Mean Rank | Base
Need to change regulatory and
supervisory framework 2.4 1 29 2.7 1 25
Lack of personnel with relevant
knowledge/experience/training 2.5 2 30 3.0 2 25
Cost of implementation 3.8 3 29 39 3 o5
Institution size and complexity 3.45 A 29 41 A o5
Lack/poor quality of data to
support implementation of the 3.6 5 30 4.1 4 25
Standards

Note: The lower the mean value, the higher is the significance level of the challenge.

The low mean scores for 2013 Survey show that from the RSAs’ perspectives, the
intensity of the challenges has increased over time.
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S Options for Supporting Implementation

To provide direct technical
assistance

To organise more FIS
workshops

To prepare more technical
notes/explanatory notes/tool kits

for facilitation process
@ Most important o I Least important

» 18 out of 32 (56%) RSAs preferred to seek direct technical
assistance from IFSB as the most important option for
implementation of IFSB standards.

* A continuous and strengthened support from IFSB to RSAs for

Technical implementation is viewed as a high priority.

Assistance * There is the need to significantly ramp up the IFSB’s
capabilities in direct TA programmes for a longer term TA to
the member countries, which needs consideration on:
*Changes in Organisational structure
*Additional Financial and Human Resources

31
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Moving Forward: Options for Supporting

Implementation

32
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Moving Forward: Options for Supporting

Implementation (1/4)

Direct Technical Assistance

Basic training in IFSB

To provide an overview of the IFSB Standards and
their relation with other Standards.

. Duration -
Module Objective Experts required

Islamic finance
Islamic banking

1 Standards e To address RSAs and IIFS dealing with risk supervision
management and compliance functions. ¢ Risk management
Assessing the baseline
g]r?;uéggilms and e To identify the legislative and re_gulatory changes_ _ e Islamic finance

2 : needed to strengthen the effectiveness of supervision. e Islamic banking
supervisory systems . -
against Basel Core e To help implement IFSB Standards for IIFS. supervision
Principles
Assessing the gapsin | e To assess IIFS’ risk management systems, data e Islamic finance
systems and practices availability for risk management and risk reporting, : .

3 | atlIFS and their internal controls, and governance, in relation to IFSB/ * Islamlc_ banklng
supervisory Basel requirements. supervision
implications e To develop an action plan based on Modules 2 and 3. * Risk management
Strengthening risk
management systems | e To focus on, among others, appropriate processes for e Islamic finance

4 in IIFS and the risk identification, measurement, monitoring and ¢ Risk management

supervisory review of
risk management and
controls

control, as well as supervisory guidance and
assessment on risk management systems in IIFS.

Islamic banking
supervision

33
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Implementation (2/4)

Moving Forward: Options for Supporting

implementation of
IFSB standards

facilitate implementation of IFSB Standards.

i;rsgg;f;}e{nol?ﬂlggri)gal e To focus.on, among others, applicqtion of o
line with IESB stant_zla_rdlseq _app_roach to IIFS capltal adequacy, Islam!c flnan_ce

credit risk mitigation, external ratings, management of Islamic banking
standards, and the , ) POV 2 -
capital adequacy PSIA for risk sharing qnd its implications for IIFS supervision
assessment process of capital adequacy, capital adequacy assessment Rating agency
SUpervisors process by RSAs.

e To focus on the current regulatory framework

Strengthening governing IIFS governance, the approach to Islamic finance
corporate governance managing the rights and expectation of investment 3 Corporate
of IIFS in line with account holders (IAH), approaches to ensuring P
IFSB standards compliance with Shari’ah principles, and strengthening governance

internal controls and operational risk management.
;tjr;?cgg;segg]sguize e To cor_nplemgnt the corporate governance module, by o
regime for IIFS, in line stressing various measures that would enhance IIFS Islam!c f!nance
with IFSB stanéards d'SCIOS.'l.”eS to the put_)llc_. . - 3 Islamic flnance
for transparency and * To facilitate market discipline and accountability to accounting
market discipline stakeholders, particularly the 1AH.
Strengthening
supervisory review to e To focus on various general supervisory processes Islamic finance
facilitate where additional attention would be desirable to 3 Islamic banking

supervision

34
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ISb Moving Forward: Options for Supporting
Implementation (3/4)

Changes in Secretariat Structure

Secretary General

Assistant Secretaries

General
Technical and Finance and Com,&n\,vgrlgﬁggg and
Research Administration Programmes
s TEEEEEEEEEEEEEEEEEEEEEEm—-_—- -~

Facilitating the
Implementation of
Standards

Preparation of
Standards

‘» Segregation of
functions

-—e = e == .

35
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ISb Moving Forward: Options for Supporting
Implementation (4/4)

Additional Human and Financial Resources

 Additional staff to support the existing

Current Staffing team

Reorganise
internally

 Establish a dedicated team to support
the implementation of Standards

* Recruit new staff for the team

To be configured and addressed in SPP 2016

36
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Appendix:

Implementation Initiatives by Other Global
Standard-Setting Bodies

38
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International Association of Insurance
Supervisors (IAIS)

v

®Mandate

)

To promote effective and
globally consistent
regulation and supervision
of the insurance industry

To develop and maintain fair,
safe and stable insurance
markets to contribute to global
financial stability

®Strateg|es

Assessment, peer review,
development survey

Support application of Insurance
Core Principles (ICPs) in
inclusive insurance markets

Support cooperation between
supervisors through MMoU,
repository of Supervisory
Colleges etc.

Targeted seminars, training
materials, leveraging partners

Implementation Committee as
part of the organisational
structure

Dedicated Implementation

Committee )

39
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International Organization of Securities
Commissions (I0OSCO)

®Mandate

)

v To develop, implement,
and promote adherence
to internationally
recognized standards for
securities regulation;

v To work intensively with
the G20 and the FSB on
the global regulatory
reform agenda,;

®Strategies

v' Assisting securities

regulators through
workshops, seminars
technical assistance, and
research etc.

Monitoring via annual
surveys

Provision of guidance,
recommendations and
principles

Joint projects with
international

organisations )

40
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Financial Stability Board (FSB)

9 Mandate ) ®Strategies

v To coordinate with v Assess vulnerabilities
. . : affecting the global
national financial financial system and
authorities and identify related actions
International standard needed:
setting bodies; v" Monitor and advise on
v' To develop and promote market developments;
the implementation of v' Undertake joint strategic
effective regulatory, reviews of the policy
supervisory and other development work
financial sector policies v' Collaborate with the IMF
to conduct Early Warning
@ ) @ Exercises )
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Islamic Financial Services Board (IFSB)

9 Mandate

)

v

Global standard —
setters of the Islamic
financial services
iIndustry for banking,
capital markets and
Takaful sectors

To promote and
enhance the soundness
and stability of the
Islamic financial services
iIndustry by issuing the
global prudential
standards

J

9 Strategies

v

<

AN

Facilitating the
Implementation of Standards
(FIS) Workshops

Speakers Programme
MoU Partner Activities

Surveys on Standards
Implementation &
Membership Satisfaction

Technical Assistance
E-learning Programme
Comparative Studies

J
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