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1.0 Briefing Introduction 
 
Increased regulatory and investor concerns have led to the International Organisation of 
Securities Commissions (IOSCO) to outline a set of principles for financial markets 
benchmarks. Standards have been criticised since the eruption of the ‘Global Financial Crisis’ 
because once accepted benchmarks have been shown to have fundamental flaws in 
methodologies, production, and on-going administration. There has been a loss of trust in the 
integrity of financial markets benchmarks. 
 
In July 2013 IOSCO published its final report, ‘Principles for Financial Benchmarks’, which 
details a broad framework of principles for benchmarks used in the financial markets. The 
report details guidelines for benchmark administrators and interested parties in 4 core areas: 
  

1. Governance. Principles 1-5. 
2. Benchmark quality. Principles 6-9. 
3. Quality of methodology. Principles 10-14. 
4. Accountability mechanisms. Principles 15-18. 

 
IOSCO recommends the application and implementation of the principles are proportional to 
the size and risks of each benchmark and/or the administrator and benchmark setting process. 
By detailing principles for financial benchmarks, IOSCO aims to facilitate best practice 
principles which will benefit the investment community as a whole. 
 
This paper provides DataContent’s clients with an exclusive and confidential commentary on 
these principles.  This document is not for re-dissemination or reproduction in whole or in part 
without the prior written consent of DataContent. 
 
DataContent views the IOSCO princples to be divided into two fundamental tracks: the first 
regards the Indices themselves, and the second is the administration of the Indices. 
 
Track One-The Indices 
 
There are two principles involved: 
 

1. Indices must provide an unprejudiced, accurate, consistent, and timely indicator of the 
markets which they represent. 

2. Index methodologies must be transparent and readily available. 
 
Track Two-Administration 
 
There are three principles involved: 
 

3. Design standards must be objective AND backed by best practice policy. 
4. Best practice governance structures should be in place to determine operations. 
5. Internal controls must promote efficient, effective and rigorous index operations. 
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2.0 Why are Indices so important to the market place? 
 
To understand why the development of these principles is so important, and the creation of 
what DataContent calls ‘Good Index Governance’, one must look at the impact of indices on 
the market. 
 
What is crucial is that while indices are a measure of the market, they are also used as a very 
influential market tool. 
 
Key Facts Index Providers: 
 

• In 2010 S&P Indices were linked to US$4.6 Trillion of Assets Under Management 
(AUM). 

• Of these US$3.5 Trillion was linked to the S&P500 Index, arguably the most 
influential index globally. This is 76% of AUM linked to S&P. 

• Dow Jones Indices derive an estimated 90% of their revenue from the Dow Jones 
Industrial Average. 

• In the same period Russell Investments had a linked AUM of US$3.9 Trillion. 

• In the same period FTSE had a linked AUM of US$5 Trillion. 

• Together these 3 Index Providers had a linked AUM of $13.5 Trillion of which the 
majority is linked to equity markets. 

• The BIS estimated in 2010 the Global Equity markets value at US$60 Trillion, 
therefore these 3 index Providers linked AUM is approximately 23%, and this 
excludes the other leading Index Providers MSCI, which is arguably the sector 
leader, Wilshire, and Stoxx. 

 
Note: 2010 was selected as this was the year before S&P Indices purchased Dow Jones 
Indices. 
 
Key Facts Impact on Financial Markets: 
 

• More Asset Management funds are tied to indices than have discretionary 
investment strategies. 

• The value of these tied funds are greater than discretionary funds. 

• The indices themselves have traded instruments based on them, notably listed 
futures on Exchanges, and Over-The-Counter products.  

• The S&P 500 Futures contract is traded 24 hours per day globally, and therefore 
acts as a leader to its own index in advance of the next US market trading day.  

 
These facts clearly show the importance of the trust in the integrity of indices as a fundamental 
benchmark. 
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3.0 IOSCO’s Position & Principles 
 
DataContent provides independent comments on the principles and these should be seen as 
opinions on their merits, and where there are potential areas for improvement.  
 
Conclusion 
 
Index Providers should be given the option of adopting the Index Industry Association’s Best 
Practice code, or IOSCO’s Principles for Financial Market Benchmarks, and not be forced to 
use some of the guidelines which at best are inappropriate, at worst ineffective. 
 
3.1 Summary 
 
IOSCO’s acknowledges there currently exists no all-encompassing structure that effectively 
manages or aligns the interests of Regulators, Administrators, Subscribers, Financial Market 
Participants, Stakeholders and other interested parties. 
 
Importantly IOSCO clearly notes the critical differences in content and creation between ‘Public 
Data Benchmarks’ for instance indices, and ‘Survey Based Benchmarks’ such as the now 
maligned LIBOR.  
 
Distinguishing Public Data Benchmarks from Survey Based Benchmarks, should be obvious, 
however the differentiation is critical to applying IOSCO Principles to different types of 
benchmarks. What works for one set of Benchmarks might not be best practice for another 
type, which is arguably likely to occur if the IOSCO Principles are applied to Index Providers. 
 
What is important is bringing all types of benchmarks up to best practice standards of integrity 
through the application of common agreed IOSCO Principles, while accepting that each 
administrator have their own unique risk profiles, and have developed their own processes to 
create Indices. 
 
Important Points to Consider   
 
1. Benchmarks, such as Indices, based upon markets where transactions are transparent 

i.e. ‘observable transactions’, and reported, are objective, i.e. Public Data Benchmarks. 
However, this predicates the index creation process does not have flaws. 

2. Survey Based Benchmarks rely to an extent on subjectivity, and manipulation leads to 
market instability. Here is an example of where Public Data Benchmarks should be 
treated differently from Survey Based Benchmarks. 

3. Any principles, guidelines, or rules, must take into account the often conflicting interests 
of all parties, i.e. the Regulators, Administrators, Subscribers, Financial Market 
Participants, Stakeholders and other interested parties.   
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3.2 Future Regulation of Index Providers 
 
Unsurprisingly, given that IOSCO is composed of regulatory commissions, IOSCO sees 
regulation as both an answer and as a tool.  
 
This was a specific question, number 21, in the survey IOSCO distributed in advance of their 
report. It is easy for the public and regulators whose interests they represent to tar all 
benchmarks with the same brush. Therefore if LIBOR as a benchmark is flawed, other 
benchmarks, i.e. indices, must, (or might) be infected as well. 
 
DataContent believes this interpretation to be incorrect. Index Providers are thorough applying 
of rules-based processes to produce quality index products with integrity. The existence of a 
competitive environment, and ability of index users to substitute benchmarks if necessary 
ensures Index Providers maintain high quality levels. Loss of trust in an index will have a 
catastrophic, potentially terminal, impact on that index Providers’ business. 
 
An example is the loss of trust in LIBOR which led to the British Bankers Association ceasing 
their involvement in its creation. Equally LIBOR had no competition despite ICAP’s attempts. 
 
Unfortunately, in DataContent’s view, increased regulation for Index Providers is inevitable. 
This is just one more component of ever more red tape right across all financial markets. There 
could well be a future requirement for index Providers to hold licences. 
 
DataContent understands that leading Index Providers are, or will be adopting the Index 
Industry Association Best Practices which are comprehensive, detailed, and provide for ‘Good 
Index Governance’. Appendix B provides a complete copy of the Best Practices.  
 
DataContent argues that if a regulatory framework is, or has, to be introduced it uses the IIA 
Best Practices, and that the Index Providers facilitate this.  
 
3.3 The Benchmark Debate 
 
The determining issue in the benchmark debate was whether benchmarks should be based 
on actual transactions, or could also be created from other value based criteria. IOSCO 
adopted the wider criteria stating: 
 
‘The Data Sufficiency Principle provides that a benchmark should be based on prices, rates, 
indices or values that have been formed by the competitive forces of supply and demand and 
anchored by observable transactions entered into at arm’s length between buyers and sellers 
in such an active market. The final report clarifies that this does not mean that individual 
benchmark determinations must be constructed solely or even predominantly by transactions 
or that data must be used in a certain order’. 
 
The US Commodities Futures Trading Commission are a vocal advocate for using ‘observable 
transactions’. 
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4.0 Comments on Individual Points 
 
This section is based on submissions by interested parties to IOSCO where they have 
identified issues with specific points. As some of the submissions are private, sources have 
not been named, and some contain DataContent’s drafting as utilised by some parties. 
 
4.1 Principles 1-5 Governance 
 
Principle 1(d) Overall Responsibility of the Administrator.  
 
This Principle requires an ‘Identifiable oversight function’.  
 
Feedback ‘it would be more helpful to clarify that Principle 1(d) refers to a risk based set of 
policies, procedures or controls reasonably designed to promote credible oversight and 
accountability for Benchmark development and Administration functions rather than a 
mandatory scheme of committees and policemen’. 
 
Principle 3 Conflicts of Interest for Administrators.  
 
This refers to conflicts of interest policies ‘tailored to the level of existing or potential conflicts 
of interest identified’  
 
Feedback. ‘Conflict of interest policies should be designed to detect and avoid conflicts of 
interest. Conflicts should be mitigated or controlled. If that is not possible and the conflict is 
detrimental to Subscribers or Stakeholders the Administrator should not proceed with the 
business affected by the conflict in question. Any disclosures of conflicts of interest outside of 
The administrator should be limited to instances where it is necessary or appropriate in order 
to mitigate such conflicts and disclosed in full to Regulatory Authorities upon request.’ 
 
Feedback. ‘However, we reiterate our view that any “detailed policies on how to corroborate 
submissions with appropriate data” as part of the control framework for the Submitters will 
need to be flexible enough to reflect the characteristics of the underlying market the BM relates 
to and potential changes in market conditions. Further, we do not believe that this element of 
the CoC should be made publicly available in detail as it might compromise the BMA’s 
intellectual property rights. Finally, the burden that is placed on the Submitter to be in 
compliance with the Code of Conduct must be proportionate to the relevance and severity of 
the conflicts of interest it might be exposed to’. 
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Principle 3(d).  
 
Feedback. ‘The process of Benchmark determination, applying the Methodology and 
calculating a Benchmark is a complex process. We are not sure how the notion of “sign- off” 
prior to publishing a Benchmark is appropriate or commercially practicable’. 
 
Principle 4(c) Control Framework for Administrators.  
 
Feedback. ‘This Section should be revised so that a whistleblowing mechanism exists for an 
Administrator’s staff to anonymously report, and receive a report of the outcome of that report, 
on misconduct or irregularities with respect to an Administrator or its Benchmarks. In addition, 
for Survey Based Benchmarks, this whistleblowing mechanism should be available to 
Subscribers, Market Participants and Stakeholders’. Whistleblowers currently have recourse 
to regulators and the law. 
 
Principle 5 Internal Oversight.  
 
Feedback. ‘It would be helpful to clarify that the “oversight function” refers to a risk based set 
of policies, procedures or controls reasonably designed to promote credible oversight and 
accountability for Benchmark development and Administration functions rather than a 
mandatory scheme of committees and policemen’. 
 
Oversight Committees. 
 
Feedback. ‘We believe that Oversight Committees can play an important role in the context of 

financial BMs. We agree that the OC’s composition should ensure that it is independent and 
effective and that it should comprise “a balance of submitters, users, as well as other key 
stakeholders”.61 We believe that, in order to provide independent scrutiny, it is important that, 
where possible, a significant number of the OC’s members are independent and are not 
involved in the submission of data to or the administration of the BM. We agree that the OC 
can perform several important functions for a BM: firstly, it provides independent inputs and 
oversight over the rules and rules change process for the BM, secondly, it can help identify 
potential conflicts of interest and assess whether the measures to mitigate them are sufficient, 
thirdly, it can provide valuable input into the definition, methodology and calculation of the BM, 
as well as into the CoC for the Submitters’.  
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4.2 Principles 6-9 Benchmark Quality 
 
Principle 8 Hierarchy of Data Inputs.  
 
Feedback. ‘Data inputs to a Benchmark should be described at an informative 
summary level in the Methodology, providing reasonable and practical insight 
into the data inputs. The publication of the details of the data as envisioned by 
Principle 8, as well as the details of appropriate risk based due diligence on 
data sources, should be reserved to the Administrator’s internal records, 
disclosed to Subscribers, Market Participants and Stakeholders as may be 
reasonably requested and be disclosed to Regulatory Authorities upon 
request’. 
 
Feedback. ‘We believe that differences in the CoC should be based upon, for 
example, how the submissions are generated and what data hierarchy is used. 
In general, the CoC will be more relevant and more work needs to be done to 
complete it if the submissions and/or the calculation incorporate a degree of 
expert judgment. However, we believe that this will be unavoidable for certain 
asset classes and/or assuming that at some point market conditions could 
potentially become distressed.  
 
4.3 Principles 10-14 Quality of Methodology 
 
Principle 11 Changes to Methodology.  
 
Feedback. ‘This should only apply to Survey Based Benchmarks and not to 
Public Data Benchmarks’. 
 
Rebalancing. 
 
Feedback. ‘IOSCO stated that “prior to a change” the Administrator should have 
engaged or formally consulted with a wide range of market participants. For the 
avoidance of doubt, we believe that any requirement for the BMA to engage 
with the relevant stakeholders “prior to a change”, while justified for material 
changes in the methodology, should not apply to regular index rebalancings 
that are performed according to the published rule book’.  
 
Principle 12 Transition.  
 
Feedback. ‘This Principle should be clarified to reflect that contracts between 
Administrators and Subscribers address the cessation of a Benchmark’s 
publication. However, the remaining concepts of Principle 12 should apply only 
to Administrators of Survey Based Benchmarks and not to Public Data 
Benchmarks’. 
 
Feedback. ‘We are therefore supportive of the use of carefully designed 
hierarchies of a wide range of data sources, which include non-transactional 
data and allow for the use of expert judgment where appropriate, and believe 
this approach can be applied to a broad range of BMs and indices across 
asset classes’. 
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4.4 Principles 15-18 Accountability 
 
Principle 15, Complaints Procedures.  
 
Feedback. ‘The provisions of the Complaints Procedures requiring that 
Administrators have formal means of accepting and investigating complaints 
from Stakeholders should apply only to Administrators of Survey Based 
Benchmarks’. 
 
Feedback. ‘Any challenges and questions in relation to our indices can be 
submitted via well-managed and tracked email and telephone contact points 
that are available on our website. Queries that are submitted in this manner will 
be recorded in our system by our client support team and will be escalated to 
the appropriate department or team for review. Clients will be provided with 
detailed feedback on their challenged issues. Should there be a need to make 
amendments to any components of the index as a result of such challenges, 
the issue will be raised to the appropriate index committee to solicit feedback 
and proceed accordingly as per the index rules. 
 
Principle 16 Audits.  
 
Feedback. ‘The requirement that Administrators publicly publish their audits of 
internal controls should apply only to Administrators of Survey Based 
Benchmarks’. 
 
Feedback. ‘We believe that BMAs should perform regular internal audits and, 
where appropriate, be subject to external audits annually’. 
 
Principle 17(f) Audit Trail.  
 
Feedback. ‘Keeping 5 years of records relating to “any queries and responses 
relating to data inputs” is not commercially practicable and seems overbroad 
given the vast variety of potentially responsive records. 
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Appendix A: Link to IOSCO Report on Financial Benchmarks 
 
www.iosco.org/library/pubdocs/pdf/IOSCOPD409.pdf  
 
Appendix B: Index Industry Association Best Practices 
 
Source and Copyright www.indexindustry.org/?page_id=898  
 
The members of the Index Industry Association (IIA) have prepared and 
adopted these Best Practices (the Practices) and are the original 
signatories to them.   The Practices apply only to activities, policies, and 
structures of an index provider (an IP) associated with the administration, 
maintenance, and calculation activities with respect to its indices.  To the 
extent that an IP conducts any subset of the foregoing activities the 
Practices will apply to those activities.  The Practices do not apply to any 
business activities by an IP or its affiliated entities. 
 
In addition to the original signatories, an IP may adopt the Practices by 
becoming a signatory to the Practices and by stating publicly that it has 
signed the Practices and confirming its compliance with the Practices (as 
they may be amended from time to time). 
 
These Practices are available to the public without charge on the website 
of the IIA and each signatory to them. 
 
From time to time, the Practices may be updated to reflect changes 
in market, legal, and regulatory circumstances.  Any revision to the 
Practices will require the approval of the majority of the IIA board and the 
consent of not less than two-thirds of the IIA members. 
  
Introduction 
 
Indices are administered, maintained, and calculated by IPs, including IIA 
members, are widely used to provide a representation of a particular market 
segment or index objective.  The IIA recognizes that the high quality, reliability, 
and timely availability of those indices are important and the Practices seek to 
promote the integrity and efficiency of processes and controls related index 
administration, maintenance, and calculation. 
  
 
 
 
 
 
 
 
 
 
 
 

http://www.iosco.org/library/pubdocs/pdf/IOSCOPD409.pdf
http://www.indexindustry.org/?page_id=898
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Definition of Index 
 
As used throughout the Practices, an index means a number, calculated by 
reference to a theoretical collection of assets, market indicators, securities, or 
derivatives, whose absolute level or periodic difference relate to the 
performance of the theoretical collection over that period. 
 
Third parties may be involved in the administration, maintenance, or calculation 
of an index.  To the extent that an IP relies on a third party for the administration, 
maintenance, and/or calculation of an index, the IP should establish clear roles 
and responsibilities for that party and receive adequate assurances that the 
party’s index-relevant activities facilitate delivering the index according to its 
methodology. 
 
Purpose 
 
The purpose of these Practices is to set forth standards developed by the IIA 
that are designed to ensure the high quality and integrity of their indices 
administered, maintained, or calculated by IPs. Adherence to the Practices 
demonstrates that an IP has committed to meet the high standards and 
principles of good governance required and promoted by the Practices.  IPs 
that wish to claim compliance with the Practices must adopt policies and 
procedures that effectuate the Practices, but IPs remain free to take measures 
which go beyond those addressed by the Practices. 
 
The standards contained in the Practices are designed to ensure not only high 
quality and integrity but also to do so in a way that fosters improvement, 
innovation, and vigorous competition in all aspects of the index 
industry.  Signatories to the Practices reaffirm their commitment to abide by the 
antitrust and competition laws of all jurisdictions in which they do business, a 
commitment embodied in the IIA Antitrust Guidelines. 
  
Scope and Interpretation 
 
The Practices apply in full to any IP that becomes a signatory.  IPs may not 
choose to adopt only a portion of the Practices, except to the extent obligations 
imposed by the Practices conflict with other legal or regulatory obligations. 
 
Where relevant, the standards prescribed in the Practices are intended to apply 
equally to all persons employed or otherwise engaged by and operating under 
the control of an IP to the extent they are involved in the administration, 
maintenance, or calculation of indices. 
 
The Practices are comprised of a number of standards, each of which is set out 
below in bold text. Following each standard are additional guidelines, the 
purpose of which is to provide guidance on how each of the standards may be 
interpreted and how IPs may achieve compliance with them.It is expected that 
an IP will consider the guidelines in interpreting all of the standards set out 
below. 
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Monitoring Compliance 
 
As set forth in Standard 10 below, each IP should provide for periodic reviews 
of its compliance with the requirements of the Practices. The first such review 
should be completed within one year of the IP’s becoming a 
signatory.  Subsequent reviews should take place periodically to ensure 
continuing adherence to the Practices. 
  
No Third-Party Beneficiaries 
 
Neither the IIA nor any IP assumes, nor may it be inferred that any of them 
assume, any obligation, duty, or liability to any third party by virtue of becoming 
or being a signatory to the Practices or by making the Practices available to the 
public. Nor shall the Practices create any contract with any third party or create 
third-party rights to enforce any provision of the Practices (directly or indirectly, 
contractual or otherwise) against an IP.  Nothing in the Practices shall constitute 
a representation for legal purposes. 
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IIA BEST PRACTICES FOR INDEX PROVIDERS 
 
1.    STANDARD 1: Governance 
 
An IP shall maintain robust governance arrangements, including a clearly 
defined management structure with transparent lines of reporting 
and appropriate allocation of authority and responsibility. 
 
1.1           An IP’s Board, the senior management of the IP, its ultimate 
corporate parent, or equivalent body should appoint and empower a 
governance body accountable for the administration, calculation, or 
maintenance of its indices (the Governance Body).  The nature of the 
Governance Body may vary depending on the type of index and may comprise 
a formal board, a dedicated committee, or an individual manager.  In all 
instances, however, it is essential that there be a single identifiable authority 
within the IP with specific accountability for the governance of the index. 
 
1.2           The Governance Body should provide oversight designed to ensure 
that: 
 
(A)            The IP’s senior managers within the governance function have the 
requisite skills, capacity, knowledge, and experience to perform the duties 
assigned to them. 
(B)            Relevant employees of the IP are allocated specific duties and 
responsibilities in relation to oversight and control functions, including a 
compliance infrastructure regarding index services, and have 
sufficient resources to be able to perform those duties and responsibilities 
effectively; and 
(C)            The IP continues to act in compliance with the Practices, as certified 
through periodic reviews. 
 
1.3           An IP should have in place appropriate reporting lines and 
organizational structures to facilitate effective checks and balances and 
transfers of management information to appropriate senior managers in the IP’s 
organization. 
 
1.4           If an IP engages a third party as its agent to administer, calculate, 
or maintain an index, or it enters into a joint venture, partnership or other similar 
arrangement for the administration, calculation, or maintenance of an index, the 
IP should establish clear roles and responsibilities for that party and receive 
adequate assurances that the party’s index-relevant activities facilitate 
delivering the index according to the IP’s methodology. 
 
1.5           If an IP jointly owns an index with another partner, the IP should 
establish clear roles and responsibilities for the partnership and design clear 
standards for its activities to facilitate delivering the index according to the IP’s 
methodology. 
 
1.6           An IP should conduct regular training for staff on the relevant policies 
and procedures in relation to its index operations, such as the handling of 
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confidential information, conflicts of interest, personal account dealing, editorial 
independence, data integrity, and business continuity and disaster recovery 
plans. 
 
2.    STANDARD 2: Quality and transparency of index methodologies 
 
An IP shall publish or otherwise make available the index methodologies for 
indices that are intended for commercial use and shall ensure sound 
administrative review if its index methodologies and the processes related to 
their calculation and maintenance. 
 
2.1           An IP should clearly document the methodology for each of its indices 
and, subject to those qualifications set out below in Standard 2, for each index 
intended for commercial use, publish the methodology on its website, to the 
extent practicable and without violating any agreements or applicable laws 
restricting such publication.  Published index methodologies should include 
a description of the objective of the index and how the index is calculated and 
maintained, described in sufficient detail to allow users and potential users to 
assess the objectives of the index and the relevance and suitability of the index 
to their purposes on an ongoing basis. 
 
2.2           Material changes to index methodologies should be rigorous and 
updated in a timely manner.  Substantive amendments to an established 
methodology should be made according to a clear and documented process. 
 
2.3           An IP should periodically review its indices methodologies to ensure 
that they continue to be designed to meet the stated objectives of the index. 
 
2.4           An IP should consider feedback received from subscribers, data 
contributors, and other market participants in the context of any review of its 
index methodologies, as appropriate. 
 
3.    STANDARD 3: Quality and transparency of data collection 
 
An IP shall take appropriate steps to utilize reliable sources of data and shall 
maintain clearly defined policies and processes for collecting, evaluating, and 
utilizing relevant data in connection with index calculation. 
 
3.1           An IP should specify I its internal records the criteria that define the 
sources of data which are or may be used in connection with index calculation. 
 
3.2           An IP should establish and follow consistent procedures designed 
to ensure that it selects only reputable, reliable vendors or institutions as 
sources of data used in calculating indices. 
 
3.3           An IP should establish, implement, and maintain adequate internal 
controls designed to ensure that data utilized in index calculation are robust 
and dependable. 
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3.4           An IP should, commensurate with a risk-based analysis of its 
data providers, and to the extent practicable, establish policies and procedures 
for identifying anomalous data received from sources, excluding such data from 
the index calculation process as appropriate, and taking appropriate remedial 
actions where practicable to minimize the possibility of recurrence. 
 
3.5           An IP will maintain records of the sources of data used in connection 
with index calculation to the extent practicable and without violating any 
agreements or applicable laws for the purpose of enabling the verification of the 
calculation of the index. 
 
3.6           IPs should construct indices using data that are best suited to 
measure an index’s objectives.  Such date should reflect an existing underlying 
market based on prices, rates and price assessments derived from price 
evaluation sources, other data anchored in market-observable information or, 
where appropriate, valuations using expert judgments.  The sources should be 
separate from the index maintenance functions to ensure all prices used in 
calculation of the index are anchored by arms-length or other market-
observable validation or, where appropriate, valuations using expert judgments. 
 
4.    STANDARD 4: Index calculation and verification 
 
An IP shall ensure that its indices are calculated in accordance with its 
methodologies. 
 
4.1           An IP should establish policies and procedures to ensure that its 
indices can be calculated on a consistent, regular, and timely basis. 
 
4.2           Where practicable and commensurate with a risk-based analysis of 
its data providers, an IP should implement processes to validate incoming data. 
 
4.3          Any demonstrable failure by IP staff or third parties engaged as agents 
to adhere to published index methodologies or processes in calculating indices 
should be subject to internal review. And, as needed, a remediation process. 
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5.    STANDARD 5: Timely publication 
 
An IP shall ensure that information about its indices is published or otherwise 
made available in a timely manner, as appropriate to each index. 
 
5.1           An IP should establish policies and procedures to ensure the well-
controlled and timely dissemination of indices that it has agreed to publish. 
 
5.2           An IP should establish policy and procedures to ensure that any 
material changes to indices or index methodologies are published or otherwise 
made available in a timely manner. 
 
5.3           An IP should establish policies and procedures to ensure that any 
corrections to information published about an index (in accordance with its 
stated policies) are disseminated promptly after it is determined that a 
correction will be implemented with appropriate transparency and breadth of 
distribution. 
 
5.4           An IP should maintain appropriate policies and procedures to govern 
its public announcements concerning its indices. 
 
6.    STANDARD 6: Conflicts of interest 
 
An IP shall take appropriate steps to identify and address conflicts of interest 
arising in connection with index calculation and maintenance. 
 
6.1           An IP should adopt and maintain appropriate policies to address 
conflicts of interest.  A conflict of interest framework should seek to mitigate 
existing or potential conflicts of interest created by the IP’s ownership structure 
or control, or due to other interests in the IP’s staff or wider group may have in 
relation to index calculation and maintenance.  To this end, a conflict of interest 
framework should establish clear boundaries between index calculation and 
maintenance with in an IP and other business/commercial functional areas 
within the IP or its broader organizational framework and what action should be 
taken if any potential/actual conflicts of interests arise. 
 
6.2           In addition, an IP should: 
 
(A)           ensure that personal interests or business connections do not 
compromise the IP’s performance of its functions; 
(B)            establish a segregation of reporting lines within the IP, where 
appropriate, to clearly define responsibilities and prevent unnecessary or 
undisclosed conflicts of interest or the perception of such conflicts; 
(C)            put in place effective procedures to control the exchange of 
information among staff engaged in activities involving a risk of conflicts of 
interest or between staff and third parties, where that information may 
reasonably affect any index calculation and maintenance activities; 
(D)            establish appropriate remuneration policies for those responsible for 
index calculation and maintenance to ensure that those policies do not create 
conflicts of interest; and 
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(E)        adopt policies regarding the proper use of material non-public 
information and compliance with applicable anti-bribery and anti-money 
laundering laws and regulations. 
  
7.    STANDARD 7: Business Continuity and Disaster Recovery 
 
An IP shall maintain reasonable business continuity and disaster recovery plans 
to ensure that, as far as practicable, indices can continue to be calculated and 
published in an orderly and timely manner notwithstanding the occurrence of 
disruptive events. 
 
7.1           An IP should develop plans designed to ensure continuing index 
calculation and publication in the event of extreme weather, natural disasters, 
or other events that could affect the IP’s offices. 
 
7.2           An IP should develop and maintain appropriate security and recovery 
measures designed to protect its computer networks against viruses, hackers, 
and other intentional efforts to disrupt or compromise its operation. 
 
7.3           An IP should develop plans designed to ensure continuing index 
calculation and publication in the event of the incapacity or unavailability of key 
business personnel. 
 
8.    STANDARD 8:  Confidentiality and Record Keeping 
 
An IP shall maintain appropriate and up-to-date records in connection with 
index services and implement and maintain appropriate safeguards to protect 
confidential information. 
 
8.1           An IP should maintain adequate internal records in connection with 
index services, such as official publications, evidence of supervisory reviews or 
approvals, any material complaints, and any methodology changes.  Such 
records should be maintained for at least five (5) years (or otherwise in 
accordance with applicable laws or corporate record keeping policies). 
 
8.2           An IP should adopt appropriate control systems and procedures to 
preserve the confidentiality of sensitive information.  An IP should consider 
such measures an as email and document encryption policy, network firewalls, 
and restrictions on physical and electronic access to confidential information. 
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9.    STANDARD 9:  Responding to complaints 
 
An IP shall maintain written policies and procedures for promptly and 
appropriately responding to complaints about its indices. 
 
9.1           An IP should ensure that there are appropriately documented 
procedures for the communication, management, and timely resolution of 
complaints related to its indices or third parties engaged as data suppliers or 
calculation agents. 
 
9.2           If the cause of the complaint is fairly attributable to an IP’s third-party 
supplier of data or calculation agent, the IP should provide prompt written notice 
of the complaint to the relevant third party. 
 
9.3           If the cause of the complaint is systematic or likely to recur, an IP 
should consider appropriate remedial measures to reduce the likelihood of such 
complaints arising in the future. 
 
10.    STANDARD 10: Internal controls and reviews 
 
An IP shall establish an appropriate internal control framework to support its 
compliance with the Practices; its compliance shall be subjected to appropriate 
review on a periodic basis. 
 
10.1        An IP should allocate appropriate resources, and have in place 
adequate control systems, so that the IP, its staff can comply with the Practices. 
 
10.2        An IP’s executives and staff should be held to high professional 
standards of integrity and propriety. 
 
10.3        In accordance with local law, an IP should maintain appropriate 
escalation policies and procedures for members of staff to raise concerns 
regarding inappropriate or unlawful practices relating to the indices (for 
example, a “whistleblowing policy” or an “insider dealing” policy). 
 
10.4        An IP’s compliance with the Practices should be reviewed periodically 
as appropriate given the IP’s organizational structure. 
 
10.5        If material deficiencies in compliance are identified in the course of 
any such review, an IP should implement remedial measures promptly. 
 
10.6       The IP’s Board, senior management, or the senior management of its 
ultimate corporate parent, should be able to confirm that (i) periodic compliance 
reviews of the Practices have been conducted, (ii) any necessary remedial 
measures have been taken, and (iii) appropriate parties have been advised as 
needed of matters arising from the review. 
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10.7        Following each periodic review of the IP’s control framework, an IP 
should consider the detailed findings of that review, and, when remedial 
measures are necessary or appropriate to address the findings of that review. 
and, when remedial measures are necessary or appropriate, implement those 
measures to address the findings of the review.  An IP will document all reviews 
of its control framework, the work papers underlying those reviews, the details 
and summaries of the results of those reviews and the IP’s responses to those 
reviews in accordance with the Practices and any applicable law or regulation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Appendix C: GFMA’s Comments on IOSCO Principles  
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www.gfma.org/news/press-releases/2013/gfma-comments-on-iosco_s-
principles-for-financial-benchmarks/ 
 
Release Date: 18 July 2013 
Contact:  James White, +44 (0)20 7743 9367, james.white@gfma.org  
Liz Pierce, +1 212 313 1173, lpierce@sifma.org   
 
GFMA Comments on IOSCO's Principles for Financial Benchmarks 
 
London, 18 July 2013-The Global Financial Markets Association (GFMA) today 
released the following statement from Simon Lewis, chief executive, in 
response to the International Organisation of Securities Commissions' (IOSCO) 
final Principles for Financial Benchmarks: 
 
"GFMA strongly supports an international, principles-based framework for the 
development and issuance of financial benchmarks.  IOSCO's Principles 
represent an important step forward in improving benchmark practices and 
promoting the integrity of financial benchmarks that will enhance investor 
confidence in these indices. 
 
"The financial industry has both a responsibility and a strong commercial 
interest in ensuring the integrity of the benchmarks in use. In September 2012, 
GFMA published its principles for financial benchmarks to provide support and 
input into regulatory dialogue on benchmark integrity. We are encouraged to 
see alignment between the IOSCO Principles and GFMA's Best Practices. 
IOSCO's emphasis on sound governance, a transparent benchmarking process 
and a robust control environment represent the right path forward for enhancing 
financial benchmarks. 
 
"Further, we believe IOSCO has appropriately tailored its Principles to cover 
the broad scope of benchmarks across major asset classes while also avoiding 
a "one size fits all" approach. We agree with IOSCO that the specific application 
of the Principles should be tailored to the nature of individual benchmarks, with 
the greatest regulatory oversight reserved for widely-used benchmarks with 
systemic significance. "Moving forward, we encourage public officials and all 
market participants to minimize departures from the internationally agreed 
IOSCO framework. Adhering to this framework will ensure uniform standards 
are observed, while streamlining compliance requirements for the industry. The 
financial industry must proactively work to strengthen benchmarking practices 
and improve investor confidence in these indices." 
 
 
 
 
 
 
 
Appendix D: Links to other Organisations Feedback 
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CFA Institute 
 
www.cfainstitute.org/Comment%20Letters/20130211.pdf 
 
UK FCA on Financial Benchmarks and LIBOR 
 
www.fca.org.uk/your-fca/documents/fsa-ps13-06-the-regulation-and-
supervision-of-benchmarks 
 
European Banking Federation Euribor comments 
 
http://www.euribor-ebf.eu/assets/files/D2590B-2013-Euribor-
EBF%20response%20to%20the%20IOSCO%20consultation%20on%20Finan
cial%20benchmarks.pdf  
 
CFTC at odds with IOSCO 
 
http://www.ft.com/intl/cms/s/0/42402362-eed4-11e2-98dd-
00144feabdc0.html#axzz2uy7fPnHT  
 
Markit Comment on IOSCO 
 
http://content.markitcdn.com/corporate/ResourceManager/pPL-
jULm9gQ3qRC04k-
8Vg2/d/f/635151312542150566/Content/Documents/Company/IndustryInvolv
ement/RegulatoryResponses/2013Feb11.pdf  
 
International Capital Markets Association 
 
www.icmagroup.org/assets/.../IOSCO-benchmarks-11Feb2013.pdf  
 
European Central Bank System 
 
http://www.ecb.europa.eu/pub/pdf/other/pubcon201302onfinancialbenchmark
sen.pdf  
 
London Stock Exchange 
 
http://www.londonstockexchange.com/about-the-
exchange/regulatory/lsegresponsetotheioscoconsultationonprinciplesforfinanci
albenchmarks.pdf  
 
Alternative Investment Management Association on Indices as Benchmarks 
 
www.aima.org/en/regulation/markets-regulation/market-abuse/indices-as-
benchmarks.cfm  
 
  

http://www.cfainstitute.org/Comment%20Letters/20130211.pdf
http://www.fca.org.uk/your-fca/documents/fsa-ps13-06-the-regulation-and-supervision-of-benchmarks
http://www.fca.org.uk/your-fca/documents/fsa-ps13-06-the-regulation-and-supervision-of-benchmarks
http://www.euribor-ebf.eu/assets/files/D2590B-2013-Euribor-EBF%20response%20to%20the%20IOSCO%20consultation%20on%20Financial%20benchmarks.pdf
http://www.euribor-ebf.eu/assets/files/D2590B-2013-Euribor-EBF%20response%20to%20the%20IOSCO%20consultation%20on%20Financial%20benchmarks.pdf
http://www.euribor-ebf.eu/assets/files/D2590B-2013-Euribor-EBF%20response%20to%20the%20IOSCO%20consultation%20on%20Financial%20benchmarks.pdf
http://www.ft.com/intl/cms/s/0/42402362-eed4-11e2-98dd-00144feabdc0.html#axzz2uy7fPnHT
http://www.ft.com/intl/cms/s/0/42402362-eed4-11e2-98dd-00144feabdc0.html#axzz2uy7fPnHT
http://content.markitcdn.com/corporate/ResourceManager/pPL-jULm9gQ3qRC04k-8Vg2/d/f/635151312542150566/Content/Documents/Company/IndustryInvolvement/RegulatoryResponses/2013Feb11.pdf
http://content.markitcdn.com/corporate/ResourceManager/pPL-jULm9gQ3qRC04k-8Vg2/d/f/635151312542150566/Content/Documents/Company/IndustryInvolvement/RegulatoryResponses/2013Feb11.pdf
http://content.markitcdn.com/corporate/ResourceManager/pPL-jULm9gQ3qRC04k-8Vg2/d/f/635151312542150566/Content/Documents/Company/IndustryInvolvement/RegulatoryResponses/2013Feb11.pdf
http://content.markitcdn.com/corporate/ResourceManager/pPL-jULm9gQ3qRC04k-8Vg2/d/f/635151312542150566/Content/Documents/Company/IndustryInvolvement/RegulatoryResponses/2013Feb11.pdf
http://www.icmagroup.org/assets/.../IOSCO-benchmarks-11Feb2013.pdf
http://www.ecb.europa.eu/pub/pdf/other/pubcon201302onfinancialbenchmarksen.pdf
http://www.ecb.europa.eu/pub/pdf/other/pubcon201302onfinancialbenchmarksen.pdf
http://www.londonstockexchange.com/about-the-exchange/regulatory/lsegresponsetotheioscoconsultationonprinciplesforfinancialbenchmarks.pdf
http://www.londonstockexchange.com/about-the-exchange/regulatory/lsegresponsetotheioscoconsultationonprinciplesforfinancialbenchmarks.pdf
http://www.londonstockexchange.com/about-the-exchange/regulatory/lsegresponsetotheioscoconsultationonprinciplesforfinancialbenchmarks.pdf
http://www.aima.org/en/regulation/markets-regulation/market-abuse/indices-as-benchmarks.cfm
http://www.aima.org/en/regulation/markets-regulation/market-abuse/indices-as-benchmarks.cfm
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Appendix E: Sharon Bowles Comparison Table  
 

Proposal for a Regulation on indices 
used as benchmarks in financial 

instruments and financial contracts 
18 September 2013 

 IOSCO Principles for Financial 
Benchmarks 17 July 2013 

Comment 

Article 3 Definitions Annex A Glossary 

(1) ‘index’ means any figure: 

Benchmark: The Benchmarks in 
scope of this report are prices, 
estimates, rates, indices or values 
that are: 

(a) that is published or made available 
to the public; 

a) Made available to users, whether 
free of charge or for payment; 

(b) that is regularly determined, entirely 
or partially, by the application of a 
formula or any other method of 
calculation, or by an assessment; 

b) Calculated periodically, entirely or 
partially by the application of a 
formula or another method of 
calculation to, or an assessment of, 
the value of one or more underlying 
Interests; 

(c) where this determination is made 
on the basis of the value of one or 
more underlying assets, or prices, 
including estimated prices, or other 
values. 

c) Used for reference for purposes 
that include one or more of the 
following: 

(2) ‘benchmark’ means any index by 
reference to which the amount payable 
under a financial instrument or a 
financial contract, or the value of a 
financial instrument is determined or 
an index that is used to measure the 
performance of an investment fund; 

• determining the interest payable, or 
other sums due, under loan 
agreements or under other financial 
contracts or instruments; 

• determining the price at which a 
financial instrument may be bought or 
sold or traded or redeemed, or the 
value of a financial instrument; and/or 

• measuring the performance of a 
financial instrument. 

(3) ‘provision of a benchmark’ means: Benchmark Administration: Includes 
all stages and processes involved in 
the production and dissemination of a 
Benchmark, 

(a) administering the arrangements for 
determining a 

 
 


