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Financial Markets Conduct Bill — Exposure Draft

The New Zealand Law Society (Law Society) welcommesopportunity to make a submission on
the Exposure Draft of the Financial Markets CondBiit(Exposure Draft).

The Law Society commends the practice of releasxpgpsure drafts of impending legislation.
This practice allows for constructive engagementhenintention and drafting of legislation in a
way that is not practicable during the formal légise process.

However, the Law Society is troubled by the tigiiteframe for consultation. The Exposure Draft
is a very substantial and complex document. Tgislition will bring about historic changes to
New Zealand'’s securities laws, which have a mdtenjpact on many businesses and on the
economy in general. Given the nature of the regotime Law Society would have preferred an
extended timeframe to allow it to consider the Byye Draft in more detail and with careful
thought. The timeframe available for consideratias meant the Law Society is able to provide
high-level comments only, but not necessarily mvte detailed comments on all aspects of the
Exposure Draft. In addition, in the time availglitee Law Society has not had the opportunity to
consider and reach a view on a number of the dpegiery notes in the Exposure Draft where the
Ministry has requested inputs. Since the detaiheflegislation will be vital to its success, we
respectfully request further opportunities for sigsions at later stages of development of the
legislation.

Preliminary comments on a number of the specifergmotes in the Exposure Draft are attached
as an Appendix.

Part 1

We submit that it would be useful for the legistatto either contain a definition of the term
“prescribed” or for the usage of that term to be qualified whigls used (e.g.,prescribed by the

Act” or “prescribed by the Act and the Regulations”). There are numerous references to prescribed
information (e.g., clause 44), prescribed circumsts (e.g., clause 51(2)), and prescribed manner
(e.g., clause 55). It is not always clear as tetivr "prescribed information” refers to both the
enactment itself and also the Regulations, or tmtyye Regulations. It would be useful to clarify
this.

We note that the definition of "debt security" mé&d and captures securities that may be better
treated as equity or as managed investment prodictsexample:



(@) redeemable shares in a company; or
(b) redeemable units in a unit trust,

other than those that provide for mandatory redemfity the issuer or enable the holder to require
redemption, in either case, for a fixed or deteghla amount may be better treated as equity
securities or managed investment products thaelatsseécurities. In either case, both the policy
and the drafting appear to require further thought.

We believe it is important to correctly categotisese investment products at the design stage of
the Exposure Dratft, rather than leaving this igsuge dealt with by the Financial Market
Authority's designation power, which may lead takaauncertainty and unnecessary cost.

We note that while the definition of "Distributegfers not only to an internet site but also to othe
form of electronic means, other provisions in tk@&sure Draft refer only to an internet site — for
example section 21(1). We suggest that in theaste of technical neutrality, reference to
"Communication Technology" (more akin to the CoghitiAct 1994) and an associated definition
may be worthwhile.

We note the definition of "Voting Product” refecsa "body" as opposed to an "entity" or other
term used more consistently in the Exposure Draft.

In relation to clause 9(2), we agree that most @rygourchases should fall outside the definitions
of regulated products, but that certain types opprty syndicates should be subject to the
securities law regime. We would prefer, howeveai these issues be addressed in the primary
legislation, rather than contemplating a partiaraption along the lines of the Securities Act (Real
Property Developments) Exemption Notice 2007.

Part 2

In relation to clause 21, we note that the Expofuedt does not define the termselivspaper”,
“magazine’, or “broadcasting”. We note that these terms are defined undeFé#ieTrading Act
1986, on which this Part of the Exposure Draftasdal.

Part 3

We support the objectives behind the Product Dssole Statement (PDS) regime. However, the
success of the PDS regime (and in particular, tpo&ure Draft’s direction that PDSs should be
clear and concise) will largely depend on the ratjoihs taking a disciplined approach to ensuring
that the prescribed contents of PDSs are quitedar(with other information being placed on the
register). If the regulations prescribe complekighly evaluative standards for PDS disclosure
then some of the benefit of the new regime willds.

The Law Society’s views on clause 40 are addressdétail in the appendix to this submission.
In the Law Society’s view, there are significarffidulties associated with applying the option A
test of materiality to certain types of financiabgucts. Accordingly, the Society leans towards
option B, notwithstanding the arguments that canddaised in respect of option A.

Part 4
We have a number of concerns in relation to theipians dealing with the governance of

financial products. While the Ministry has reqeessubmissions primarily on drafting issues,
rather than policy questions, we wish to make tlinégle level points:



(@) We are concerned that the 10% threshold fastors calling a meeting is too high. In our
experience it can be very difficult to achieve B3 threshold that applies under the
Companies Act 1993, let alone achieving a 10% tolels We suggest that 5% would be an
appropriate threshold.

(b) The Exposure Draft does not fully reflect thietpctions provided to members of
superannuation schemes under the Superannuatiem8siAct 1989 and case law under it,
and in some cases departs from these protectidasbelieve that the Exposure Draft should
be amended to reflect the protections in the ctifean which have been put in place based
on the issues that actually arise for these scheingsarticular the existing law has a much
more detailed regime applying to changes to supeiaEion schemes that protects
contingent beneficiaries as well as members whdribarne to the schemes, and requires
unanimous consent to certain amendments that eolwiersely affect such persons.

Part 5

Part 5 largely retains the existing law relatindp&haviour by participants in public securities
markets (including insider trading, market manifiold substantial security-holder disclosure, and
continuous disclosure). The Law Society consitld@ssappropriate given the recent overhaul of a
number of these provisions.

Part 6

In the time available for review, the Law Sociessimot had the opportunity to consider the new
licensing regime in detail. The Law Society alsbas that, while the Exposure Draft provides a
framework for the licensing regime (including thegoing obligations of licensees and the powers
of the Financial Markets Authority for a breachlych of the licence criteria and conditions
attaching to licences will be prescribed in regala. For this reason, comments about the
workability of the licensing regime will need to aiivthe detail of the regulations.

Part 7

The Law Society endorses the policy decision #sf general principle, the crimes which carry a
sentence of imprisonment under the Exposure Drsifbesreserved for knowing or reckless
misconduct.

Clause 462 seems to be out of step with what te$aciety understands to be the policy

underpinning the new approach to liability issuekat of moving the focus to the issuer rather

than primarily being on the directors of the issuls presently drafted, the definition of “relevan

person” in clause 462 pins liability for defectidisclosure in PDS or register entry on:

(@) the offeror and every other person who contravened;

(b) each director of the offeror at the time of thetcavention;

(c) theissuer;

(d) an underwriter (but not a sub-underwriter) to gsue or sale who is named in the PDS or
register entry with the underwriter’'s consent;

(e) if the contravention is caused by the inclusioa statement in the PDS or register entry
(statement A), a person named in the PDS or regstey with the person’s consent as

having made—



)] statement A; or

(i) another statement on which statement A is based.

A similar formula is used for defective ongoingalisure.

The Law Society does not understand the policyfication for including underwriters in clause
462.

In turn, the term “contravene” is defined very widand has an aiding and abetting element —
which could bring into the liability net an evendsr range of persons. The accessory liability
regime under the Exposure Draft will be wider thiaa current Securities Act, and similar to the
Securities Markets Act and the Australian regirfibe Australian experience has, the Society
understands, generated US-style class actiontlitiga The Law Society is concerned that this risk
will add to the costs of all those involved and notayse some parties to have second thoughts
about capital-raising in the New Zealand markatthe Law Society’s submission, the potential
costs of extending liability should be weighed agathe objectives of the new regime, which
relevantly include promoting and facilitating Newaland’s capital markets. While there may be a
case for having such a wide range of “relevantges’scapable of being brought into the liability
net in the case of primary offers of equity andtdeurities, the Society is not convinced that thi
is the case for managed funds — where it sugdaests$he focus of attention should continue to be
the manager and its directors.

We also have concerns about clause 463, whichdutes a rebuttable presumption that materially
adverse misstatements have caused a product'mleahkie. We question the rationale for this
presumption: it is not a normal economic inferefi@, many factors may affect the price of a
security) and is contrary to normal civil law priples (which require the plaintiff to establish its
loss). The statement that it is close to the madepted in the US does not add to our comfort
level, particularly when considering both the bteaaf the net cast by the definition of ‘relevant
person’ and the need to explain to overseas pdeigsunderwriters) the extent of their potential
liability in relation to a New Zealand offer anckttelative novelty of the legislative regime that

will be used to measure.

We note that the structure of Part 7 is somewhelean. We suggest that the legislation should set
out the Tiers of offence, indicating in each cdmedffences falling under each Tier.

Schedule 1

In relation to clause 4(3) of Schedule 1, we waqariefer that the issuer should be permitted to rely
upon certification by the investor as to the fagtgiving rise to being a close business associate
under clause 4(3). This should be subject to weeaut where the issuer knows (or ought to have
known) that the certification is incorrect (c.flagse 38 of Schedule 1).

We agree with the exclusion in clause 11 for oftérBnancial products for no consideration. We
note that there may be complications where a “ffeencial product is attached to another
financial product which is not free (e.g., “optidmgtaching to an equity security acquired for
value). We simply raise this issue for consideratiln the time available we are not able to
suggest recommended amendments.

We support the exclusion in clause 14 of Schedudes Hrafted. In our view, limiting the
exclusion of offers to a single purchaser wouldermine the exclusion (since it is likely that
another exclusion would already apply in thoseuriistances; e.g., the wholesale investor
exclusion).



Clause 22 of Schedule 1 would exempt from discksur offer of an interest in a contributory
mortgage by a solicitor. There are a number afgssvhich arise in relation to this provision.

(@) Mortgages in contributors’ names

The term ‘contributory mortgage’ is defined in daw22(2) and is limited to situations
where the mortgage is taken in the name of a n@renempany. However, from time to
time lawyers arrange contributory mortgages whiehtaken in the names of the
contributors themselves. This is recognised imlagn 39 of the Lawyers and
Conveyancers Act (Trust Account) Regulations 200Bis regulation addresses
contributory securities taken for the purposesigéstment other than through a lawyer’s
nominee company. It requires the lawyer to enthakthe provisions of all applicable rules
relating to lawyers’ nominee companies are comphie.

In these circumstances, it is submitted that tHimitien of ‘contributory mortgage’ needs to
be extended to include a mortgage of land gramtdahiour of more than one person. This
could be achieved by amending clause 22(2)(a)ad atong the following lines:

“'secures money owing to two or more persons or to a nominee company on
behalf of two or more persons’

(b) Related person or entities — lawyer trustee

Subclause (1)(a) and (b) excludes from the exemptiortgages where the solicitor
concerned is the mortgagor or receives the beoigtite mortgage advance.

It might be considered desirable to extend thidusian to situations where the mortgagor or
recipient is a related person or entity of thecsr concerned. The expression “related
person or entity” should be given the same meaamig section 6 of the Lawyers and
Conveyancers Act.

Conversely, where the solicitor is a trustee withbeneficial interest in the mortgaged
property and receives no benefit from the monet; iewould seem unnecessary for the
exclusion to apply. It is submitted that the exidasshould be modified accordingly.

(c) Incorporated law firms

The Lawyers and Conveyancers Act permits law fitonscorporate and a significant
number of law firms have done so.

An offer by an incorporated law firm of interegtsa contributory mortgage does not appear
to fall within clause 22 because an incorporatedfiem is not a “solicitor”.

This difficulty could be overcome by providing tHat the purposes of clause 22, an offer
by an incorporated law firm is deemed to be anrdffethe directors of that firm. The Law
Society submits that the clause should be amentEmdingly.

(d) Mortgage of land

The expression “contributory mortgage” is limitedat mortgage of land. The expression
‘land’ does not appear to be defined in the Expofnaft. We submit that a definition is
desirable, at least for the purposes of contrilyutaortgages. We suggest a definition based
on the Property Law Act 2007 (namely:aéhd includes all estates and interests, whether
freehold or chattel, in real property”).



(e) Joint tenants

Clause 22(3) provides that for the purposes ofifimition of contributory mortgage,

money owing to not more than five persons as jeinants is to be treated as being owed to
one person. We question the rationale for thig lom the number of persons who are joint
tenants. There are occasions when moneys mayldb&yhenore than five joint tenants. An
example of this would be a trust with more tham firustees. It is submitted that the

limitation should be removed.

The Law Society would be happy to discuss theséensatvith the Ministry directly. Contact in
the first instance can be made through the segretahe Law Society’s Law Reform Committee,
Vicky Stanbridge (DDI: 04 463 2912; or by ematky.stanbridge@lawsociety.orgyz

Yours sincerely

Y
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/
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/

Andrew Gilchrist
Vice President



Appendix

Clause 7 — Relationship between derivatives and tli@ambling Act 2003

1.

The Law Society agrees that there should beyaivaent to section 40 of the Securities Markets
Act. We also consider that, of the three iderdifidternatives for clarifying the intersection
between derivatives and gaming, the middle grodedtified by Ministry (Option C —

derivatives issued by a licensed derivatives issu@rderivatives issuer who is exempted from
the licensing obligation) has the dual attractibb&ing both workable and closest to the current
regime. The Law Society’s assessment of workghdibased on a preliminary review of the
new regime proposed for regulating derivatives &ianludes the comments below about clause
10 of the Exposure Draft.

Clause 9(1) - Definition of managed investment scimges

2.

As a starting point, the Law Society follows teguirement that, in order to fall within the
definition of being a managed investment schensetimust be a contribution of money or
money’s worth in the expectation of financial betsef We also support the policy decision to
exclude schemes, such as marina berths, stadiumgpackages and so on that provide
communal facilities and collective buying / marketiarrangements that do not, of themselves,
provide an expectation of a financial benefit.

The Law Society also supports the requireménatisthe financial benefits must be principally
from the efforts of someone else and that partidphack day-to-day control.

The Law Society does however have some resengasibout the absence of a pooling / common
enterprise requirement. If the primary driver ésrcluding a factor that accords with what the
Law Society believes to be the view of one of talinarks of a managed fund shared by both
the investment community and the investing pulsSiitply to address the difficulties around the
case of discretionary investment management ser(izidS) — then we question whether this
should be addressed in the context of DIMS. Sityilas noted below in relation to clause 9(2),
we also question whether the management of paatitipindividual, stand-alone interests in
property, could be addressed in the narrow comtietktose real property schemes that, it is
intended, will remain under the regime createdheyExposure Draft.

Clause 10 - Definition of ‘issue’ and ‘issuer’ fora derivative

5.

The Law Society supports the policy decisiofottmw the Australian approach for defining
when a derivative is issued (and the approach takdre Exposure Draft to the definition of a
derivatives issuer).

Where there is intermediation of over-the-countmtracts, in order to address the point
highlighted by the Ministry, the Law Society isratited to the idea of adding a clarifying
statement to dispel the possibility of what woypgh@ar to the Law Society to be a strained view
of the contractual effect being adopted. Fromagtizal viewpoint, this approach appears better
than creating a separate definition to apply askithe outcome that appears to have been
achieved in Australia whereby multiple personsdwgignated as issuer (requiring further
exemptions to be granted).

The Law Society does however note that this ismaptex and rapidly evolving area and would
encourage the Ministry to consider the inputs b@iryided from the industry participants who
made submissions on the June 2010 discussion paper.



Clause 28 and Clause 29 - Treatment of options amnvertibles
8. The Law Society understands the reasons fdirigea

(@) options, under clause 28, as an offer of the opidy (and requiring a PDS for a primary
issue of options to include disclosure coverindhtibe option and the underlying — and for
the PDS to meet the relevant regulatory disclosiarethe underlying); and

(b) convertibles, under clause 29, as an offer of Hwlconvertible and the underlying (so
that the election to convert is treated as beifgred at the time the PDS is given,
accepted when the subscriber elects to converisandd on conversion).

9. The Law Society also supports a continuatiothefapproach taken in the existing class
exemption as the most appropriate method of providing irusstvith up-to-date information at
the time of exercise — by providing them with omgpdisclosures during the period that the right
/ convertible / option can be exercised. RequithmgPDS to be kept up-to-date would not be an
attractive policy change.

Clause 33 - Purpose of the PDS

10. For the reasons noted below in relation td_#we Society’'s comments on clause 40, there is
some discomfort with the “prudent but non-expeatniiula.

11. Inthe same way that the Law Society urgesiéurtonsideration of the Australian experience on
disclosure document content, we question whetleebémchmark could not be more clearly set
at the retail investor with some investment expexge— rather than a hypothetical (and difficult
to pinpoint) inexperienced person.

Clause 40 - Meaning of material information

12. In keeping with a number of other responsebigisubmission, the Law Society is attracted to
the idea of being able to draw on the deeper pekperience and market practices in Australia.
For this reason, the benefits of using Option Aefine ‘material information’, in terms of
benchmarking with the continuous disclosure doapmear to overcome the potential difficulties
of trying to apply the test to untraded financiedgucts — as is the case with many managed
funds.

13. The Law Society notes that, in Australia, arid/model is used which appears to recognise that
different materiality standards should apply tdedént types of investment product.

Clause 109 - Need to register managed investmenhsene for regulated offer of managed
investment product

14. As a general statement, the Law Society supploetdemarcation suggested by the Ministry that
follows from the policy setting that underpins ffieancial Reporting Act whereby entities that
have ‘external users’ of their financial statemeats required to make those financial statements
publicly available (by filing). It appears logiddlat those managed investment schemes that
weigh up the benefits of registration and decideise funds from the (retail) public should
publicly file audited financial statements.

15. For reasons of comparability, the halfway hafsenly including those registered schemes that
make regulated offers subject to a requiremenbiopdy with IFRS in full (while other

1 Securities Act (Rights, Options, and ConvertibdeBities) Exemption Notice 2002



registered schemes only have to prepare and fila”>&ccounts) does not hold immediate
appeal.

Clauses 125 & 126A — General duties applying in es@se of manager’s functions

16.

17.

The Law Society notes:

(@) the derivation of clause 125 (the proposed duti¢seomanager of a registered scheme)
including the comparison with the KiwiSaver Actdan

(b) the extension in clause 126A of a subset of thasegito directors and senior managers of
the manager.

Given the derivation and the influence of pcest and developments arising out of the
Australian managed funds industry — the Law Soaetycipates that there may be a strong push
for harmonisation with Australian law in the ca$e¢hm duties of officers. This may be an area
where the views of market participants should dtiheepolicy setting.

Clause 211 - Price vs value in tests of materiality

18.

The Law Society is in favour of continuing Becurities Markets Act treatment of referring to
information that is expected to have a materiaatfbn price (rather than following the
Australian drafting to refer to price or value #emates) and suggest that the focus should
continue to be on the price effect, if the insittading provisions are to extend to unquoted
instruments such as derivatives. The Law Socgehot aware of any Australian cases where it
has been necessary to argue that the materialitg iwas demonstrated by reference to value,
and agrees:

(@) with what it understands to be the Ministry viewhat unquoted instruments such as
derivatives are capable of being priced; and

(b) if the value alternative was to be provided — theoelld need to be more guidance than
appears on a plain reading of the relevant prowssaf Part 7.10 of the Corporations Act
on how ‘value’ is to be determined.

Clause 218 — Prohibition on insider conduct

19.

20.

In response to the questions raised by theskifinithe Law Society notes that:

(&) other comparable jurisdictions (most notably Austjappear to prohibit trading in a
wider range of financial products — such as nontegiderivatives which are tradeable in a
financial market. The Australian definition appety contemplate ‘over the counter’
facilities but exclude services which merely pravidformation as well as the activities of
‘market makers’ (who are required to be licensedyall the treasury operations of
corporates.

(b) subject to the comments that follow, it is broactynfortable with the effect of section 6A
of the Securities Act and section 13 of the Seilesrivlarkets Act being carried forward in
the Exposure Draft — because each applies in antifiddle context (secondary sales or
dealings in quoted securities). However, it dogtssee the need for a wider prohibition on
insider trading in non-quoted financial products.

The Law Society notes that section 13 of theuBes Markets Act is very wide-reaching as it
applies to both quoted and unquoted securities@all dealings in securities and there are no
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relevant defences to liability. For this reast, Law Society endorses the proposal to limit the
carry forward (in clause 239 of the Exposure Draftjjuoted financial products.

Clause 220 — Information insider must not disclosmformation

21. The Law Society agrees with the view that thpping to hold’ prohibition in section 8D(b) of
the Securities Markets Act is unlikely to be usad aotes the Ministry’s comment that the
mischief would appear to be covered by the praioibiin clause 221 on advising or encouraging
a person to continue to hold financial products.

22. The Law Society also supports the conclusiahdlause 221 does not need narrowing on the
basis that the consent requirement in some comglaamg trading protocols (and similar
compliance measures) do not amount to advice amugagement. The clarity provided by the
adjustment to clause 237, to ensure that empldyae purchase schemes fall within the defence
for fixed trading plans, is also welcomed.

Clause 225 - Exception for disclosure in connectionmith preparing PDS or disclosure Document

23. The Law Society notes the reasons given bihestry for providing the exemption contained
in clause 225. However, the Law Society notestti@very limited market experience of such
secondary sales in New Zealand requiring discloandethe few pieces of Australian experience
gathered by Law Society members would tend to atdithat the exemption still may not be
enough to encourage the issuer or its advisersrituxe further into a zone that appears to
provide the issuer and its directors with acutedatisfort.

24. As aresult, absent the sort of backstop (imignprotection) that may be available in the cafke
(say) the sale of central or local government asstuse 225 may open the floodgates to issuer
cooperation in such sales processes.

Clause 235 - Inside information obtained by indepetrent research and analysis

25. Notwithstanding the fact that clause 235 iamyeover from section 10A of the Securities
Markets Act, the Law Society has concerns thaparsde defence of this nature appears
inconsistent with the insider trading regimes imparable jurisdictions (notably Australia).

26. Other jurisdictions appear to rely on the ‘@sie wall’ defence (and the fact that research based
on publicly-available information is not, by defion, ‘inside information’). As a result, a
defence based on information that is likely tofgerently non-public seems to make New
Zealand an outlier when compared with the compareddlimes of our major trading partners.
This, the Law Society suggests, brings into quastibether the defence is needed (or perhaps
wanted — on policy grounds).

Clause 278 - Directors’ and officers’ disclosure

27. The Law Society supports the proposal to reskat requirements for directors’ and officers’
disclosure, by:

(&) limiting the persons who are subject to theldsure obligation to directors and senior
managers (the latter having the same definitiomnaier the Financial Service Providers
(Registration and Dispute Resolution) Act 2008)] an

(b)  narrowing the range of financial products fdrieh holdings and trades must be disclosed
to interests in the quoted financial products eflteted issuer and quoted derivatives in
which the underlying is a financial product of tieted issuer (or a related body
corporate),



28.

29.
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(c) limiting disclosure to holdings and tradeshe gjuoted financial products for which the
director or senior manager may be information iesd

The Exposure Draft incorporates into primagidiation a number of exemptions from directors’
and officers’ disclosure currently found in regidas and class exemption notices.

The Law Society also notes the Ministry proggosaincorporate a number of existing
exemptions into the Exposure Draft to allow (agrissently the case) for longer periods to
disclose some transactions and aggregate morextt#onss into a single notice.

Clause 291 - Statutory exemptions from licensing @ financial product market

30.

31.

As a policy issue the Law Society acceptsttiere may be cases where markets that are only
accessible to ‘non-retail’ investors should beriged (or the subject of an exemption) for the
reasons noted by the Ministry — including the nieedertain conduct rules.

The Law Society suggests that market parti¢gpanthe finance sector are best-placed to provide
the Ministry with input on the size thresholds (dhe types of wholesale markets that should be
automatically exempt) for the bright line testsgested.

Schedule 1, Clause 14 — Offers of controlling intest where there are five or fewer investors

32.

33.

The Law Society welcomes the proposal to exchlidclosure for offers of majority stakes —
where there are a small number of investors agimgly or in concert who are able to obtain
from the offeror the information that will enableet to assess the merits of the offer and the
adequacy of any information provided. In shor ktlaw Society believes this proposal is timely
not only for the reasons identified by the Minidiyt also because it could have scope for
fostering greater M & A activity in circumstancefeve the purchaser is not able to fund all of
the acquisition by cash.

The Law Society is also supportive of the idEkeeping this exception relatively broad and
guestions whether there needs to be a limit of gaicipants, particularly in light of the other
conditions (acquisition of a majority stake andesscto adequate information). In addition, the
Law Society suggests that it may be useful tofgldiniat the limit on the number of investors
does not include persons who would not otherwigaire disclosure (i.e. wholesale investors,
those in a close relationship, etc.)

Schedule 1, Parts 3 and 4 - Exclusions from govemee or supervision requirements for debt
securities and managed investment schemes

34.

The Law Society’s initial response to two aitgives proposed for disclosure for certain issuers
and / or financial products that would otherwiseskempt from disclosure requirements (e.g. the
Crown or registered banks offering category 2 petglus that:

(&) whilst the idea of term sheet type disclosaran attractive one for what may be a rather
short list of issuers and / or financial productbe-ease of comparison provided by
standardisation must also be considered;

(b) to this end, the ready market acceptance ofithplified disclosure prospectus provides a
useful benchmark that streamlined disclosure budtind a disclosure format with which
issuers and investors already have some familikdtgls to speedy market acceptance;

(c) as aresult, the Law Society would urge thedrtgmce of obtaining input from market
participants not only about lowering the compliabaeden but also the desirability of



(d)
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requiring disclosures for some of the most commassgyed financial products and the
most regular issuers to be built (on a reduced}embund a common core; and

the Law Society accepts that this approach vowlolve a greater up-front input from the
Financial Markets Authority and the market (in teraf requiring additional exemptions
and / or special rules) but expects that the tgpéessuers and / or products to be in an
narrower range than (say) those currently exempyezbction 5 of the Securities Act.



