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The increasingly global reach of financial markets and the international expansion of market 
participants have enhanced the role of international and European organisations. As a result, the AMF 
has to analyse developments in the main financial markets and come to grips with the key issues, in 
terms both of threats and of opportunities, so that it can convey its positions and play a full role in the 
international standard-setting process. The AMF’s international action in 2007 focused on three areas:  

> Contributing to international and European discussions; 

> Promoting the European and French regulatory model;  

> Monitoring international regulatory developments more systematically. 

The AMF continued to take an active part in regulatory discussions in international and European 
organisations. It participated in the work of the Committee of European Securities Regulators (CESR), 
the International Organization of Securities Commissions (IOSCO), the Joint Forum and the Financial 
Stability Forum (FSF). It also monitored the work of international and European organisations 
responsible for drafting and implementing international accounting and audit standards, including the 
implementation of IFRS and issues relating to the equivalence of accounting standards. As Michel 
Prada was Chairman of the IOSCO Technical Committee, the AMF promoted further dialogue with the 
financial industry to make IOSCO’s work more transparent. The AMF also played an active part in the 
various IOSCO Standing Committees, including the investment management committee, which it 
chairs. 

IOSCO responded to the subprime crisis by setting up a special task force to analyse the various 
components of the crisis and draft proposals for regulatory responses. These discussions furthered 
the work already under way at IOSCO, at the AMF’s instigation, on the role of credit rating agencies in 
rating structured products. This work has been carried out in close coordination with the FSF, which 
reports to the G-7 Finance Ministers. 

The European Union worked on several major projects in 2007. These included finalising the 
implementation of the Financial Services Action Plan, with the final technical measures relating to 
MiFID and to the transposition of the Transparency Directive, preparing for the reform of the regulatory 
framework for collective investment schemes, and reviewing the Lamfalussy process, which led to the 
adoption of the programme by the Ecofin at its December meeting. The AMF has been very active in 
these matters by chairing the CESR group on the reform of the UCITS simplified prospectus and the 
group reviewing the Lamfalussy process. 

The merger of NYSE and Euronext led the AMF to step up its cooperation with the College of 
Euronext Regulators and the US authorities. 

The AMF also enhanced its relationships with the major emerging markets, in keeping with its work 
programme. Actions included setting up a cooperation programme with China and continuing to 
provide the secretariat services for IFREFI1, which strengthens technical cooperation among French-
speaking regulators. 

                                                 
1 Institut francophone de la régulation financière. 
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1 – AMF’s contribution to international organisations 
A – Financial Stability Forum 
Set up in the aftermath of the 1998 Asian crisis, the FSF has been chaired by the Governor of the 
Bank of Italy, Mario Draghi since 2006. Its members are representatives of the finance ministers, 
central bank governors, and the chairmen of stock market, banking and insurance supervisors in the 
G8 countries, and five other countries2. Other FSF members include representatives of the 
International Monetary Fund and the World Bank, the OECD, the Bank for International Settlements 
(BIS) and the European Central Bank (ECB). The IOSCO Technical Committee represents financial 
market supervisors, the Basel Committee represents banking supervisors and IAIS3 represents 
insurance supervisors to the FSF.  

The FSF’s tasks4 focus closely on promoting international financial stability, improving operating 
conditions for markets and reducing systemic risk. In 2007, it had to deal with several major issues, 
including the vulnerabilities and risks inherent in the international financial system, such as the role of 
hedge funds and the situation in offshore financial centres.  

1 > Vulnerabilities and risks inherent in the international financial system 
At its March 2007 meeting in Frankfurt the FSF addressed the problems in the US subprime mortgage 
market. The consequences for oversight and supervision were stressed, with the widespread use of 
procedures to transfer credit risk from banks to non-financial institutions. The FSF asked the Joint 
Forum5, made up of three international regulatory bodies, to update its 2005 report on the subject. The 
FSF saw the deterioration of the subprime market as a worrying sign of lax compliance with lending 
standards.  

However, as the crisis unfurled in the USA during the third quarter it also spread to other banking and 
financial markets in Europe and elsewhere, creating an international liquidity crisis. At the request of 
the G-7 finance ministers, the FSF met in New York in September, in the wake of the liquidity crisis, to 
set up the Working Group on Market and Institutional Resilience. The group’s task was to identify the 
underlying causes of the crisis and to make appropriate recommendations. It presented a preliminary 
report in October, to which the AMF made a major contribution through its chairman. The AMF has 
valuable expertise in this area thanks to its experience in analysing6 the role of credit rating agencies 
(CRAs) and to the duties performed by Michel Prada as the Chairman of the IOSCO Technical 
Committee.  

The preliminary report in October 20077 listed four areas for the working group’s consideration:  

> Interactions between credit, market liquidity and the relevant risks (especially funding liquidity risks); 

> Shortcomings in the transparency and valuation of complex financial products; 

> Specific conflicts of interests for CRAs and the rating of structured finance products (especially 
CRAs' role in developing these products and the use that investors make of the product ratings); 

> Stepping up the implementation of the Basel II capital guidelines.  

The FSF deems it critical for the industry to participate in the joint discussions in order to take 
appropriate measures. The final report on this consultation will be submitted to the FSF in 2008. 

2 > Hedge funds and counterparty risk management 
Since the FSF published its 2000 report on highly leveraged institutions, the hedge funds sector has 
undergone rapid growth as financial innovation continues to advance. In the first half of 2007, an 
update of its 2000 report led the FSF to publish five general recommendations to prevent systemic 
risk. The recommendations are aimed at public-sector and private-sector financial institutions and are 
immediately applicable. They cover: 

                                                 
2 Australia, Hong Kong, Netherlands and Singapore, plus Switzerland, which was invited to join the FSF in January 2007 
3 International Association of Insurance Supervisors 
4 Details about its tasks and actions can be found on its website: http://www.fsforum.org/home/home.html. 
5 See below 
6 The Financial Security Act of 2003 requires it to publish a report on the role of the credit rating agencies each year. The report 
published in January 2005, covering 2004, was the first of its kind, and was published long before the subprime crisis. 
7 Available online at: http://www.fsforum.org/publications/FSFWGPreliminaryreportG-715Octt.pdf 
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> Strengthening international financial intermediaries’ risk management (Recommendations 1 and 2); 

> Improving data on intermediaries’ exposure to hedge funds (Recommendation 3); 

> The objectives of investors and hedge funds with regard to transparency, market discipline and 
compliance with standards (Recommendations 4 and 5). 

The FSF submitted an interim report8 on the implementation of the recommendations published in May 
to the G-7 finance ministers in October, along with the report of the Working Group on Market and 
Institutional Resilience. The report put the impact of the subprime crisis on hedge funds into 
perspective in terms of the losses incurred and the decline in funds’ assets under management. It also 
stressed the improvements that need to be made with regard to methodological transparency, more 
specifically for the valuation of structured instruments.  

Regarding the discussions and actions stemming from May's five recommendations, the report notes 
that Recommendations 4 and 5 have seen the most progress because of the contributions made at 
the same time by industry professionals in the UK in the Hedge Fund Working Group (HFWG)9, in 
Europe10  and in the USA11. In the UK, the HFWG organised a public consultation on 15 financial best 
practice standards derived from the FSF principles. It has been agreed that the standards, which were 
published in January 200812, will not be binding but will be applied on the basis of a "comply or 
explain" regime13. 

Implementation of the other recommendations was delayed because time was needed to analyse the 
actual impact of the subprime crisis and to compile reliable quantitative and qualitative data about 
intermediaries’ exposure to hedge funds. In the case of Recommendations 1 and 2, it was agreed that 
the group would work jointly with the Working Group on Market and Institutional Resilience.  

3 > Offshore financial centres 
The status of offshore financial centres (OFCs) and their compliance with international standards has 
been reviewed on a regular basis under the auspices of the OFCs Review Group set up at the FSF 
meeting14(14) in Tokyo in March 2005, further to a decision taken five years earlier to address the 
problems raised by certain OFCs with regard to transparency and market integrity.  

The Review Group’s report to the FSF in September welcomed the progress made in understanding 
the nature and role of OFCs, and the coordination of national regulators’ supervisory efforts to address 
some of the problems. However, persistent weaknesses were noted with regard to the centres' 
involvement in cooperation between regulators and compliance with prudential practices and market 
integrity. The refusal of certain OFCs to meet the International Monetary Fund’s expectations with 
regard to information has hampered the positive developments seen in other areas. In fact, the 
Review Group sees their lack of transparency as the main problem to be addressed in the coming 
years. 

B - International Organization of Securities Commissions (IOSCO) 
IOSCO was created in 1983 and now has 189 members, including nine new members since 2006. 
There are a total of 109 ordinary members, 11 associate members, and 69 affiliate members. 
Together, they make up the Presidents’ Committee, which is the plenary body that adopts the 
organisation’s resolutions and strategic decisions. There are three other committees: the Executive 
Committee, the Technical Committee and the Emerging Markets Committee.  

1 > Executive Committee and Implementation Task Force 
The Executive Committee handles the day-to-day operations of IOSCO. The Committee is chaired by 
Jane Diplock, Chairman of the Securities Commission of New Zealand. The Vice-Chairman is Fulin 
Shang, Chairman of the China Securities Regulatory Commission. The members of the Executive 

                                                 
8  Available from the FSF website: http://www.fsforum.org/publications/FSFHLIUpdateprogressreporttoG-715Oct.pdf. 
9 The Hedge Fund Working Group was set up in June 2007 at the initiative of 14 leading British fund managers under the 
chairmanship of Sir Andrew Large, a former member of the Bank of England Monetary Policy Council. 
10 As part of the Investor Steering Committee set up by AIMA (Alternative Investment Management Association) in June 2007 
11 As part of the two working groups set up in September 2007 within the President’s Working Group on Financial Markets 
(PWG). 
12 See the HFWG website: http://www.pellin.co.uk/HFWG/HFWG-FINAL-REPORT.pdf 
13 The "comply or explain" regime was adopted by the European bodies in November 2005 within the framework of the 
Corporate Governance Forum set up by the Commission. 
14 The FSF OFC Initiative was launched in April 2000 
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Committee are the heads of the other IOSCO committees: Michel Prada heads the Technical 
Committee, Meleveetil Damodaran headed the Emerging Markets Committee and was replaced by 
Bassam K. Saket in February 2008. The other members are the Chairs of the four IOSCO Regional 
Committees, as well as persons elected by their peers on the Regional Committees to ensure 
balanced representation of markets in different areas and of different sizes.  

The IOSCO Executive Committee also promotes the strategic plan adopted at the Colombo 
Conference in 2005 and its main objective, which is the signature of the Multilateral Memorandum 
Concerning Cooperation and the Exchange of Information (MMOU) by all IOSCO members by 2010. 
The Colombo Plan also calls for development of training programmes for emerging markets to 
enhance the implementation of international standards.  

The Executive Committee relies on the work of the Implementation Task Force, on which the AMF sits, 
to help with this task.  

2 > Technical Committee and Standing Committees 
The Technical Committee is a key body within IOSCO. It is made up of the chairpersons of the 15 
authorities representing the most developed and internationalised markets. Its task is to examine the 
main international regulatory issues concerning securities markets and derivatives markets and to 
develop relevant standards and recommendations. Michel Prada is Chairman of the Committee until 
May 2008 and Christopher Cox, who chairs the United States Securities Exchange Commission is 
Vice-Chairman.  

The Technical Committee’s work relies on its five Standing Committees, which focus on the main 
strategic areas addressed by IOSCO: 

> SC1, Multinational Disclosure and Accounting Standing Committee; 

> SC2, Regulation of Secondary Markets Standing Committee; 

> SC3, Regulation of Market Intermediaries Standing Committee; 

> SC4, Enforcement and Exchange of Information Standing Committee; 

> SC5, Investment Management Standing Committee, which is currently chaired by the AMF. 

In addition to its Standing Committees, the Technical Committee also calls on task forces for specific 
subjects. In 2006, task forces addressed audit, corporate governance (independence of directors, 
protection of minority shareholders), CRAs and private equity. The Technical Committee devoted 
considerable time and effort in 2007 to the ongoing dialogue with the industry and the subprime crisis.  

a) Dialogue with the industry 

In February 2007 the Technical Committee published its first work programme, aimed at developing 
international consultations on financial markets. The initiative received a warm welcome and was 
widely commented upon by professionals during the public consultation organised on this topic. 
Industry professionals also called for greater convergence of national rules to facilitate cross-border 
transactions and to promote more efficient trading on wholesale markets.  

At the end of this preliminary phase, the Standing Committees were asked to analyse the different 
topics raised by the contributors and incorporate them into their updated work programmes. It was 
also agreed that regular meetings would be held between the Technical Committee and market 
stakeholders to carry on a more strategically focused discussion of market issues. The Tokyo meeting 
of the Technical Committee in November 2007 set up the first official meeting with international 
associations representing the various stakeholder constituencies. 

b) The subprime crisis 

The Technical Committee set up a special task force on the subprime crisis in November 2007 and 
gave it the task of analysing the various aspects of the crisis to assess the implementation of 
regulatory initiatives. It delivered its final report to the Annual IOSCO Conference held in Paris in May 
2008. The Task Force’s work also formed part of IOSCO’s contribution to the FSF. The G-7 asked the 
FSF coordinate and review the action of international organisations with regard to finance. The Task 
Force has identified four main issues:  

> The role of CRAs;  

> Accounting issues and valuation problems;  
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> Financial intermediaries’ risk management; 

> The transparency of complex financial instruments with regard to both investors and regulators.  

The Task Force is working in close consultation with the representatives of market participants to draft 
its report.  

3 > Emerging Markets Committee 
The Emerging Markets Committee is responsible for promoting and developing efficient securities 
markets and derivatives markets in emerging countries. Its task is to establish common financial 
standards, organise training programmes for the staff of the member regulatory authorities and to 
promote transfers of technology and expertise. It was chaired by Meleveetil Damodaran, Chairman of 
the Securities and Exchange Board of India until February 2008. The Vice-Chairman is Bassam K. 
Saket, Chairman of the Jordan Securities Commission. 

C – Joint Forum 
The Joint Forum was set up in 1996 by three parent bodies: the Basel Committee for Banking 
Supervision, IOSCO, and the International Association of Insurance Supervisors. Its task is to deal 
with issues that cut across the three sectors in order to ensure the overall consistency of regulations. 
The Joint Forum is made up of representatives from 13 countries belonging to the international 
organisations. It has been chaired by John C. Dugan, the United States Comptroller of the Currency, 
since September 2007.  

In the period from 2003 to 2006 the Joint Forum published many reports dealing mainly with risk 
management and business continuity plans. In 2007, it worked on subjects selected in the previous 
year. These included an analysis of the rules on customer suitability in the retail sale of financial 
services and products. The Joint Forum Customer Suitability Group dealt with this issue and produced 
a report compiled with contributions from industry professionals, especially from France, and finalised 
at the end of the year. The report was published in April 2008.  

The Joint Forum also reviewed groups’ and conglomerates’ policies for identifying and managing risks, 
noting the progress achieved in harmonising procedures, improving techniques and strengthening 
internal oversight bodies. At the same time, the Joint Forum decided to step up its action to promote 
the main principles applicable to conglomerates in non-member countries. The Joint Forum Principles 
Group was set up at the end of 2006 for this purpose and continued its work through 2007.  

The Joint Forum also reviewed its 2005 report on credit risk transfers between banks and financial 
institutions in light of recent developments in this area in the wake of the subprime crisis. The 
preliminary conclusions of this work by the Joint Forum Risk Assessment and Capital Group were 
presented to the FSF in the second quarter of 2008. 

The Joint Forum also worked on a recasting of its mandates to extend its scope of action based on a 
cross-cutting approach to risk, including credit risk, market risk, liquidity risk, operational and 
management risk, money laundering and terrorist financing. 

D – Committee of European Securities Regulators (CESR) 
The Committee of European Securities Regulators15, which has its secretariat in Paris, holds quarterly 
plenary meetings, alternating between Paris and the capital of the European country holding the 
Presidency of the European Union. This timetable means that CESR members can make "real time" 
contributions in liaison with the European Commission to the coordination of financial regulation in 
Europe through the work of the CESR Expert Groups and the Operational Groups. The AMF takes 

                                                 
15 The members of the Committee of European Securities Regulators are: Bundesanstalt für den Finanzdienstleistungsaufsicht 
(Germany), Finanzmarktaufsicht (Austria), Commission bancaire, financière et des assurances (Belgium), Financial Supervision 
Commission (Bulgaria), Cyprus Securities and Exchange Commission (Cyprus), Finanstilsynet (Denmark), Comisión Nacional 
del Mercado de Valores (Spain), Finantsinspektsioon (Estonia), Rahoitustarkastus (Finland), Autorité des marchés financiers 
(France), Capital Market Commission (Greece), Pénzügyi Szervezetek Állami Felügyelete (Hungary), Financial Regulator 
(Ireland), Fjármálaeftirliti (Iceland), Commissione Nazionale per le Società e la Borsa (Italy), Finanu un kapitala tirgus komisija 
(Latvia), Lietuvos Respublikos vertybiniu popieriu komisija (Lithuania), Commission de surveillance du secteur financier 
(Luxembourg), Malta Financial Services Authority (Malta), Kredittilsynet (Norway), Autoriteit Financiele Markten (Netherlands), 
Komisja Papierów Wartosciowych i Gield (Poland), Comissão do Mercado de Valores Mobiliários (Portugal), Úrad pre financny’ 
trh (Slovak Republic), Komise pro cenné papíry (Czech Republic), Comisia Nationala a Valorilor Mobiliare (Romania), Financial 
Services Authority (UK), Agencija za trg vrednostnih papirjev (Slovenia), Finansinspektionen (Sweden), European Commission 
(European Union). 
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part in all the groups and heads the work done by two of them: the group on the review of the 
Lamfalussy process, chaired by Michel Prada, and the group on the Prospectus Directive, chaired by 
AMF Secretary General Gérard Rameix. It has also chaired sub-groups, such as those working on 
investment management. Two members of the AMF’s staff have also been seconded to CESR. 

CESR maintains a dialogue through its Market Participants Consultative Meeting, and through open 
consultations with industry professionals on specific topics. Examples of such topics in 2007 include: 

> Certain aspects of the Prospectus, Market Abuse and Markets in Financial Instruments Directives;  

> Various accounting issues;  

> Issues relating to collective investment schemes.  

On the many topics16 that CESR dealt with in 2007, the AMF took a number of positions in three 
areas: CESR’s course of action after 2007; the regulation of investment management; and the 
marketing of collective investment schemes. 

1 > CESR’s course of action  
The Beyond 2007 Task Force, chaired by Michel Prada, was set up at the beginning of the year. The 
Task Force carries on the work of the Priorities Task Force, which was also chaired by Mr Prada. That 
work consisted in devising proposals for CESR’s new priorities after the entry into force of MiFID, with 
a view to enhancing convergence in the European Union.  

The Beyond 2007 Task Force took the same forward-looking approach and focused on the Level 3 
structures of the European Union, which correspond to the action of national authorities for the 
implementation of European legislation. The AMF’s ambition, as part of the Task Force, is to ensure 
that CESR has the ability to meet new challenges on the markets by giving it an institutional role for 
the coordination of national regulators’ action. Despite the divergences in the members’ approaches, it 
was able to set out the issues at stake clearly. Consequently, the respective positions have evolved on 
a number of points, such as the ability of CESR to carry out projects in the name of the European 
Union or better coordination of the "network" of national regulators. The Task Force referred possible 
actions for convergence to the European Commission, Council and Parliament.  

The debate initiated by the Beyond 2007 Task Force will take some time because of the critical 
importance of the matters raised.  

2 > Convergence of European regulations 
As in previous years, convergence of European regulations was considered by CESR in its 
discussions of the major strategic choices it intends to make within the European Union institutions 
and the implementation of practical applications stemming from the transposition of the directives.  

a) Major strategic choices of European regulations: 3L3 

The three European Level 3 Committees (3L3) decided to implement a medium-term work programme 
aimed at enhancing the convergence of regulation policies (2008-2010). They started by putting the 
programme out to industry consultation in November 2007. 

A joint group chaired by Michel Prada has been given the task of developing a common European 
culture for national regulators. The group was set up in May 2006 and focuses more specifically on 
developing cooperation between the complementary sectors of banking, insurance and finance with 
regard to training.  

b) Technical projects 

The AMF played a driving role in several projects related to the technical implementation of the 
directives. 

Finalisation of the TREM (Transaction Reporting Exchange Mechanism) project, undertaken in 
connection with the convergence required by MiFID, continued to absorb the attentions of regulators, 
including the AMF, which initiated the project. CESR announced that the network of transaction 
reporting systems linking all its members was operational as of 1 November 2007. 

The AMF has also played a very active role in the CESR Credit Rating Agencies Task Force17, set up 
at the request of the European Commission to ensure the agencies’ compliance with the IOSCO Code 
                                                 
16 See the list in the annual report, which is available on the CESR website: http://www.cesr.eu 
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of Conduct published in December 2004. This involvement stems from the work of the IOSCO 
Technical Committee and the IOSCO Task Force on the Subprime Crisis. 

E – Relations with European Union institutions 
1 > Inter-Institutional Monitoring Group 
Seven years after the start of the Lamfalussy process18, the Inter-Institutional Monitoring Group 
(IIMG)19, made up of high-level figures appointed by the European institutions (Parliament, Council, 
Commission), submitted its report on the evolution of financial regulation in Europe and heard from the 
AMF on this occasion. 

The IIMG report gave a positive assessment of the progress achieved in European financial 
integration and called for continued improvements in this area. The IIMG’s recommendations were 
published in 2007. They are based on the observation that obstacles to convergence persist, making it 
necessary to improve the coordination of regulators’ actions20 and to their role. The Parliament, 
Council and Commission are to decide on the IIMG’s many proposals.  

2 > Relations with other European bodies 
In its dealings with European institutions, the AMF was consulted in 2007 on the report to the 
European Parliament on asset management21 – the so-called Klinz report, to which it had contributed. 
Overall, the AMF sought to maintain a high standard of dialogue with Members of the European 
Parliament on issues relating to the technical aspects of financial supervision. The MiFID 
implementation process also provided an opportunity for frequent contacts with members of the 
European Commission staff in conjunction with the General Directorate of the Treasury and Economic 
Policy (DGTPE) at the French ministry of finance.  

As in previous years, the AMF seconded two of its experts to the secretariat of the European 
Parliament’s Economic and Monetary Affairs Commission and to the Internal Market and Services 
Directorate General of the European Commission. 

F – Cooperation between NYSE Euronext regulators 
The merger of the New York Stock Exchange (NYSE) and Euronext took effect on 4 April 2007, with 
the creation of a holding company incorporated under American law. At the same date, the new 
shares of NYSE Euronext Inc., which is based in the USA, were listed for trading on the NYSE and 
Euronext Paris. 

Cooperation for the supervision of this vast new market has been established progressively since the 
merger, under the terms of an agreement signed on 10 January 2007 between the Euronext 
regulators and the US Securities and Exchange Commission (SEC). Two technical meetings were 
held in the second half of 2007 for SEC staff and members of the Euronext regulators steering 
committee. The meetings discussed the requirements for setting up a computerised transaction 
monitoring system, which has yet to be completed. In more general terms, the NYSE Euronext group 
is looking at the need to establish integrated or harmonised management. The US and European 
regulators will not be able to agree on common rules until such management is effective. 

In keeping with the commitments made in January 200722, the Chairmen’s Committee of the College 
of Euronext Regulators had its say on the various appointments to the Board of Directors and the 
Management Committee of NYSE Euronext. 

The Chairmen’s Committee ruled favourably on the various changes to the market rules and 
restructuring in European markets23. 

                                                                                                                                                         
17 See below 
18 Named after the chairman of the Committee of Wise Men that submitted proposals to the Commission in February 2001 on 
reforming the European decision-making mechanisms for financial services. 
19 Inter-Institutional Monitoring Group 
20 The European regulatory committees made up of the national regulators are CESR for finance, CEBS (Committee of 
European Banking Supervisors) and CEIOPS (Committee of European Insurance and Occupational Pensions Supervisors) 
21 Available on the European Commission website: http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-
//EP//NONSGML+REPORT+A6-2007-0460+0+DOC+PDF+V0//FR&language=FR 
22 See 2006 Annual Report 
23 See below 
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2 – International cooperation on financial reporting, accounting 
and audit issues  
A – CESR’s work and the Prospectus Directive 
The Prospectus Contact Group, set up in September 2005 by the Committee of European Securities 
Regulators (CESR), chaired by Eddy Wymeersch, Chairman of the Belgian Banking, Finance and 
Insurance Commission, continued its work under the chairmanship of Gérard Rameix, Secretary 
General of the AMF, to facilitate the use of the European passport and to ensure harmonised 
implementation of the Prospectus Directive in the Member States of the European Union. It held three 
meetings in 2007. 

The topics on the agenda focused on CESR's assessment of the implementation of the Prospectus 
Directive. Two years on from the transposition of the directive, CESR wanted to gauge how far the 
objectives of investor protection and financial market development had been achieved. The aim was 
also to ensure that regulators were enforcing the provisions of the directive and the related European 
Regulation24 in a harmonised manner. The assessment was carried out in three stages: 

> CESR held a public consultation of industry professionals from November 2006 to January 2007, 
asking respondents to provide their comments about any hurdles to proper use of the European 
passport, any divergences between regulators’ practices and their assessment of the impact of the 
directive on market development and investment opportunities. 

> CESR then used the responses to draft a report summarising the criticisms and questions received. 
The report was published on 13 June 200725 and discussed by the Prospectus Contact Group. 

> The key subjects identified in the course of this discussion will then be used to determine the further 
work of the Prospectus Contact Group and to inform the implementation assessment that the 
European Commission intends to carry out in 2008. 

At the same time as its assessment, the Prospectus Contact Group also worked extensively on 
updating the list of questions and answers that CESR published concerning the directive. This work 
highlighted industry professionals’ appreciation of the Q&A, which is particularly useful at the 
operational level.  

The Prospectus Contact Group also adopted common positions on many subjects, including:  

> the method for calculating the threshold used to define a public offering (€2,500,000); 

> the practical arrangements for implementing a prospectus, specifically with regard to languages, and 
the incorporation of documents by reference; 

> Financial information provided in a prospectus for companies with less than one year of operations, 
if they publish half-yearly information; 

> The interpretation of certain exemptions from the prospectus requirement provided for under Article 
4 of the directive; 

> Definition of a sequential public offer26) and the responsibility for drafting the prospectus and 
updates of the prospectus; 

> The distinction between the base prospectus and the final terms. 

On 13 December 2007, CESR announced that it would start discussions at the request of the 
European Commission on the adaptation of the information required in the prospectus for an offering 
reserved for the employees of a company from a third country. 

                                                 
24 Regulation 809/2004 of 29 April 2004 
25 CESR’s Report on the Supervisory Functioning of the Prospectus Directive and Regulation (June 2007, CESR/07-225). 
26 Also known as a "cascade" offer 
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B – CESR’s work on the Transparency Directive 
The Transparency Directive27 completes the provisions of the Market Abuse and Prospectus 
Directives as part of the "Lamfalussy process". It harmonises the periodic and ongoing disclosure 
requirements for issuers of financial instruments traded on regulated markets and the major holding 
notification requirements. It is a minimum harmonisation directive, which means that the home 
Member State may impose stricter requirements on companies and shareholders within its jurisdiction. 

1 > Transposition into French law 
The Transparency Directive introduces the concept of "regulated information" into French law. This 
means information that issuers are required to disclose under the terms of the directive and inside 
information that must be disclosed under the terms of the Market Abuse Directive. In addition, home 
Member States may require further information to be disclosed.  

Under the terms of the Transparency Directive, regulated information gives rise to three types of 
disclosure requirements: 

> Effective and full dissemination by issuers, which calls for the use of media that may be relied upon 
to provide effective dissemination to the public throughout the European Union, and not just posting 
the information on the issuers’ own websites; 

> Filings of documents containing the regulated information with the competent authority in the home 
Member State; 

> Filing of the information with a web site providing a centralised storage facility28. 

In France, the Transparency Directive was transposed by the Economic Confidence and 
Modernisation Act, called the "Breton Act"29 , which leaves it up to the AMF General Regulation to set 
out some of the implementation procedures. The AMF conducted a series of public consultations in 
2006 to seek industry views. It organised debates in its consultative commissions and the measures 
were adopted by the AMF Board. They were then approved by two decrees issued by the Minister of 
the Economy, Finance and Industry and published in 2006 and early 2007.  

The new provisions of the AMF General Regulation define "regulated information" and set out the 
arrangements for making financial disclosure procedures through the print media. These provisions 
provide for a presumption of full and effective dissemination when companies use the services of a 
primary information provider included on the list published by the AMF. 

2 > General implementing measures for the directive 
Implementation of the Transparency Directive required supplementary implementing measures and 
transposition measures, which CESR examined in 2005. The result was the implementing directive, 
which was finalised in 2006 and gave rise to a series of measures. The implementing directive was 
published on 9 March 200730. The Member States had one year, ending on 9 March 2008, to 
transpose this directive. 

The implementing measures for the Transparency Directive explain some of the points relating to the 
disclosure of financial information by issuers in their half-yearly reports, the disclosure of major 
holdings by investors, the minimum standards for dissemination of regulated information to the public 
throughout Europe and minimum requirements for accepting the equivalency of third country 
regulations with regard to certain provisions of the directive. 

The AMF initiated a public consultation31 for the transposition of these measures into its General 
Regulation. The consultation focused on the provisions dealing with the half-yearly financial report, 

                                                 
27 Directive 2004/109/EC of the European Parliament and of the Council  of 15 December 2004 on the harmonisation of 
transparency requirements in relation to information about issuers whose securities are admitted to trading on a regulated 
market, published in the Official Journal of the European Union on 31 December 2004, with a transposition deadline set for 20 
January 2007 
28 See below 
29 Act 2005-842 of 26 July 2005. 
30 Directive 2007/14/EC of 8 March 2007, published in the OJEU of 9 March 2007, laying down detailed rules for the 
implementation of certain provisions of Directive 2004/109/EC of the European Parliament and of the Council  of 15 December 
2004 on the harmonisation of transparency requirements in relation to information about issuers whose securities are admitted 
to trading on a regulated market. 
31 See Chapter 7 
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exemptions granted to issuers having their registered office outside of the European Economic Area 
and the notification of major holdings. Several issues regarding major holdings were dealt with: 

> Requirements for acquiring shares 32; 

> Requirements for the exemption granted to market makers for the notification of 5% holdings;  

> Explanations about the exception to the principle of aggregating holdings for management 
companies and portfolio companies incorporated in foreign countries; 

> Contents of a major holding notification 33;  

> Setting a three-day disclosure deadline for the notification, by the issuers or by the regulator, in 
compliance with the dissemination criteria for regulated information.  

An amendment to the General Regulation is planned in 2008 to take account of the results of the 
AMF’s consultation, held from 24 August to 15 October 2007. 

3 > Special measures for storage of regulated information 
Following the publication of a CESR technical advice, as per the letter from the Commission, and the 
call for comments on a Commission working document in March 2007, CESR published on 11 October 
2007 its Recommendation34 on the electronic network of the Member States’ officially appointed 
mechanisms for central storage of regulated information35.  

This recommendation calls on Member States to take the necessary measures to connect up the 
central databases using an electronic system that complies with minimum standards of security, 
source certainty, time- and date-stamping and ease of access for end users. Member States have until 
31 December to officially appoint their national central storage mechanisms. In 2008, the AMF will 
take part in work aimed at appointing France's official national mechanism.  

The Recommendation also gives CESR an important role in launching the electronic network. The 
three-year period ending in September 2010 given to CESR to organise the future development of the 
European network is a long-term objective aimed at providing a one-stop service for investors to 
access issuers’ financial information. 

4 > Continuation of the "Lamfalussy process" 
As part of the Lamfalussy process36, Level 3 work on implementing the directives in the Member 
States continued at CESR. This work focused on implementing the provisions of the Transparency 
Directive and the relevant implementing measures that are consistent with the other states parties to 
the European Economic Area Agreement.  

Following the call for evidence37 of 11 July 2007 on market stakeholders’ views on the possible CESR 
Level 3 work on the Transparency Directive, CESR organised several meetings. The Transparency 
Experts Group (TEG) was reactivated to draft a review of the situation38. The Transparency Experts 
Group is to continue its work in 2008 and it could also draft some proposals for harmonisation on the 
most urgent matters. 

C – Credit rating agencies 
1 > Regulatory and international environment for CRAs 
The reform of the banking solvency ratio (Basel 2) enables credit institutions and investment firms to 
use external ratings in some cases. In France, credit institutions are required to use ratings obtained 
solely from agencies that the Commission Bancaire has officially recognised as external credit 
assessment institutions (ECAIs). 

                                                 
32 Definition of financial instruments granting the right to acquire, at the sole initiative of the holder, shares with voting rights. 
33 As part of a proposed European form being tested until the end of the first half of 2008. Investors are being invited to send 
their comments on the form to the regulators 
34 Commission Recommendation of 11 October 2007 on the electronic network of officially appointed mechanisms for the 
central storage of regulated information referred to in Directive 2004/109/EC of the European Parliament and of the Council. 
OJEU of 12 October 2007 
35 See Chapter 3 
36 See above, note 18 
37 Call for Evidence on the Possible CESR Level 3 Work on the Transparency Directive 
38 In the form of a table comparing information about the transposition and enforcement of the transparency measures in the 
different Member States. 
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Various international bodies, such as the FSF and IOSCO started work on the ratings of structured 
finance products in the first half of 2007. In March, the FSF highlighted the important role that CRAs 
play in this area and asked IOSCO and the BIS, and more specifically the BIS Committee on the 
Global Financial System to carry out an in-depth examination of the matter as relevant to their 
respective areas of competence. IOSCO is to publish a report on this subject in the second quarter of 
2008. The report will examine a proposed amendment to the IOSCO Code of Conduct for CRAs, 
published in December 2004. The European Commission has also asked CESR to examine three 
specific points: the quality of the rating process for structured finance products, the handling of 
potential conflicts of interest and CRAs' compliance with the IOSCO Code of Conduct. 

Through its participation in these various international bodies, the AMF will continue to stress the three 
major themes that it deems critical for the quality and integrity of the rating process: 

> Management of potential conflicts of interest arising within CRAs as a result of their compensation 
arrangements, and the development of ancillary activities, 

> The transparency of agencies with regard to the items that underlie their ratings and on the impact of 
changes in their methodology, 

> A discussion about the potential limitations of CRAs models, the significance and comparability of 
ratings, and the volatility or sensitivity of ratings in the specific area of structured finance. 

The AMF published its fourth report on the subject on 17 January 2008. This year’s edition includes an 
analysis of ratings on the US subprime market. It also discusses the new rules that the SEC 
announced in May 2007 under the 2006 Act39 on the status of Nationally Recognised Statistical Rating 
Organizations (NRSROs). The report also discussed the regulation CRAs, which has been discussed 
at CESR and IOSCO.  

2 > The role of credit rating agencies in business loans 
In the second part of the report, the AMF presents a statistical analysis of the French market showing 
that 366 entities received a long-term rating at their own request in 2006, an increase of 4% over the 
previous year. Looking at companies in terms of corporate groups, i.e. including the regional entities of 
certain banking groups, the banking sector accounts for 18% of the groups rated and the 
manufacturing sector accounts for 46%. The report finds that: 

> The average rating of French issuers ranges from medium risk to little risk, even though the number 
of companies with "speculative" ratings was up slightly from 7% in 2005 to 9% in 2006. 

> The overall ratio of rating upgrades to downgrades, which indicates changes from one year to the 
next, shows a significant improvement in French companies’ ratings, but it was lower than in 2005. 
It remains high for banks, but it declined for manufacturing firms, indicating that there were a few 
more rating downgrades. 

The report also gave a detailed account of CRAs' role from the point of view of the rating process and 
methodology.  

> On the first point, the AMF restated for the benefit of investors that ratings have a relative value – 
they classify companies according to their risk of default – and that they are based on data relating 
to the companies’ past performance.  

> The report stresses that, with regard to methodology and relations with investors, the agencies have 
made major efforts to improve transparency about adjustments made to the methodology when 
analysing a company. The report states that some agencies publish the results of such adjustments 
for each of their ratings or that they have developed special methodology for specific sectors. The 
report also states that issuers would like to improve their dialogue with CRAs, especially about 
specific items that contribute to their ratings. The AMF recommends closer consultation between 
companies and rating agencies about these various topics and urges the agencies to initiate public 
consultations when they change their methodology. 

                                                 
39 Credit Rating Agency Reform Act of 2006 
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3 > Analysis of ratings on the US subprime market 
The AMF published a study in January 200840 on the behaviour of credit rating agencies with regard to 
securitisation vehicles made up of subprime RMBS41 from January to October 2007. The main findings 
were as follows. 

> The credit rating agencies started to downgrade substantial numbers of ratings for subprime RMBS 
in the fourth quarter of 2007, whereas the main mortgage market indicators (such as the subprime 
default rate) had already started on a new trend at the end of 2005. 

> The subprime RMBS market began to correct before the downgrades occurred, as can be seen in 
the sharp drop in the indices that started in February 2007. However, the huge wave of downgrades 
starting in the fourth quarter greatly exacerbated the trend. 

> The downgrades primarily affected recently issued tranches, as most of them were concentrated on 
securitisation issues floated in 2006. 

> Ratings were very unstable, and many tranches were subjected to successive downgrades over 
time. 

D – Accounting information and audit 
1 > New directives to be transposed 
In 2006, Directives 2006/43/EC and 2006/46/EC modernised or amended three fundamental 
"Accounting Directives" that the European Commission had published more than twenty years earlier: 
the Fourth Directive of 1978 on the annual accounts of companies with limited liability, the Seventh 
Directive of 1983 on the consolidated accounts of companies with limited liability, and the Eighth 
Directive of 1984 on statutory auditors. The transposition into French law of these two directives, 
which contribute to a renovation of the European accounting framework, started in 2007. 

a) Modernisation and transposition of the Eighth Directive 

The Eighth Directive was modernised by Directive 2006/43/EC42 to enhance the confidence of non-
European investors in the European Union’s financial markets. The new directive introduces closer 
cooperation between the Member States’ competent authorities and those of third countries when 
required for statutory audits of international groups’ accounts. 
Some of the main new provisions were transposed into French law by decree43 in 2007. These 
provisions concern: 

> Public interest entities44, Article 23 of the Decree requires statutory auditors auditing annual or 
consolidated accounts to publish an annual "transparency report"45 that includes a description of the 
legal structure of the relevant entities, their ownership, the date of most recent quality assurance 
review, a statement about continuing education policy, a breakdown of fees received by type of 
services rendered and a statement concerning independence practices. Where the audit firm 
belongs to a network, it must also provide a description of the legal and structural arrangements in 
the network. Furthermore, each entity must provide a description of its administrative, management 
and supervisory bodies, explaining how they are organised and how they operate. The decree also 
introduces the principle of public disclosure about the basis for the partners’ remuneration; 

> Registration of auditors: Article 11 of the decree sets out the procedures for updating the list of 
statutory auditors and the information to be included in the list, which includes information about 
membership of a network. 

> Auditors’ contacts with their opposite numbers in other European Union countries are made through 
the Haut Conseil du Commissariat aux Comptes.  

                                                 
40 Published in the AMF’s Risques et Tendances collection and available on the AMF website: http://www.amf-france.org/ 
documents/general/8136_1.pdf 
41 Residential Mortgage Backed Securities 
42 Published in the Official Journal of the European Union dated 9 June 2006. 
43 Decree 2007-179 of 9 February 2007 amending Decree 69-810 of 12 August 1969. 
44 According to Article 2 of Directive 2006/43/EC (Eighth Directive), "public interest entities" means entities governed by the law 
of a Member State whose transferable securities are admitted to trading on a regulated market of any Member State, credit 
institutions, insurance undertakings, and other entities that Member States may also designate as public-interest entities, for 
instance entities that are of significant public relevance because of the nature of their business, their size or the number of their 
employees 
45 The publication deadline is set at three months after the end of the accounting period. 
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b) Amendments to other Accounting Directives 

The directive amending the Fourth Directive is aimed at facilitating intra-European investment by 
making financial statements easier to compare and improving the quality of the information they 
contain. The amendments to the Seventh Directive are aimed at enhancing the credibility of financial 
reporting to prevent fraud. The idea is that investors must be able to have complete confidence in the 
accuracy of accounts audited by statutory auditors with clearly defined duties.  

The bill that transposes the directive amending the Fourth and Seventh Directives came before the 
lower house of the French parliament on 23 November 2007.  

2 > IOSCO’s work on multinational disclosure and accounting 
The IOSCO Standing Committee 1 (SC1)46 works to improve standards relating to multinational 
disclosure and accounting. It works through four sub-committees: Accounting, IFRS Interpretation and 
Enforcement, Audit and Non-Financial Disclosure. 

a) Accounting Committee 

Through its Accounting Committee, SC1 continued its work on monitoring the projects of the 
accounting standards and interpretation bodies, the International Accounting Standards Board (IASB) 
and the International Financial Reporting Interpretation Committee (IFRIC). IOSCO’s representatives 
participated in several working groups set up by the IASB dealing with various issues, such as 
earnings presentation, financial instruments, insurance, leases and the extraction of natural resources. 
SC1 has two observers on the IFRIC, one from the SEC and the other from the AMF.  
The SC1 Accounting Committee made comments about various proposed standards in 2007, 
including: 

> Amendments to IFRS 1 ("first-time adoption of IFRS"); 

> Amendment to IAS 24 ("related party disclosures"); 

> Amendment to IAS 39 ("financial instruments: recognition and measurement of contracts qualifying 
as hedge contracts"); 

> Exposure Draft 9 on joint arrangements47.  

SC1 contributed to the work of the international standards body at an earlier stage in the following 
areas: 

> Presentation to the IASB on its positions with regard to the discussion papers on the use of fair 
value48 and on insurance contracts; 

> The use of an adapted set of IFRS in certain countries. The adapted set of standards does not 
usually lead to any substantial divergence in the interpretation of financial statements, but it can 
change the interpretation of the standards significantly. On 6 February 2008, IOSCO issued a 
statement49 clarifying what issuers are supposed to do in such situations. 

b) Interpretation and Enforcement Committee 

The purpose of the SC1 Interpretation and Enforcement Committee for IFRS is to facilitate consistent 
enforcement of IFRS in each jurisdiction. The committee decided to compile a database of national 
authorities’ interpretations of the standards. In 2006, IOSCO signed agreements with 46 of its 
members that made it possible to start operating the database in January 2007.  

c) Joint Statement about governance of the IASB 

On 7 November 2007, IOSCO, the European Commission, the SEC and the Financial Services 
Agency of Japan50 published a joint statement about governance of the IASB. The signatories wanted 
to urge the oversight body of the IASB, namely the International Accounting Standards Committee 
Foundation (IASCF), to enhance its governance during its Constitution Review in 2008, but without 
jeopardising its independence.  

                                                 
46  Standing Committee 1 on Multinational Disclosure and Accounting. 
47 Joint arrangements 
48 Fair value measurement 
49 The media release is available online at: http://www.iosco.org/library/pubdocs/pdf/IOSCOPD262.pdf 
50 Japan Financial Services Authority 
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The IASCF responded with the following proposals: 

> Establishing an official link between the IASCF and government agencies; 

> Broadening and deepening the IASCF Trustees’ exchanges with the various stakeholders (official 
bodies, lawmakers and private sector representatives); 

> Enabling the public to address their comments directly to the IASCF Trustees, without the filter of the 
roundtables; 

> Broadening the sources of funding for the IASB. 

d) International harmonisation of rules on auditors 

SC1 is also responsible for promoting international quality standards with regard to audits and auditor 
independence. To this end, it monitors the activities of the IAASB51 and the IESBA52. Three of the SC1 
members sit on the Consultative Advisory Group of the IAASB and four other sit on the Consultative 
Advisory Group of the IESBA. 

SC1 continued its work on audit issues in 2007, including: 

> Preparing letters of comments on the proposed "clarified" International Standards on Auditing (ISA)53 
(the Clarity Project) published by the IAASB, which published a total of 18 such proposals in 2007, 
and analysing the IAASB questionnaire about its strategy for the period following the publication of 
the "clarified" standards (2009-2011); 

> Discussions about the development and quality of auditing. IOSCO organised a roundtable in Paris 
on 1 June 2007 to hear the views of the various stakeholders (listed companies, audit firms, 
regulators) about three main topics: the external audit model in today’s environment, the potential 
effects of the worldwide concentration of audit firms on audit quality, and the impact of rules on 
auditors’ liability on their behaviour and the quality of their audits. The roundtable debate 
substantially enhanced the suggestions and guidelines submitted to the regulators as part of the 
possible changes to auditing arrangements; 

> Continuing the discussions launched at the end of 2006 on the criteria that a given regulator may 
use to approve the adoption of an ISA or to grant any other form of recognition of such standards;  

> Highlighting the role of the IAASB and the PIOB54 in the development of high-quality audit standards. 
On 9 November 2007, IOSCO published a media release55 that highlighted the major work 
accomplished by the IAASB and the PIOB, and called for a comprehensive set of audit standards to 
be established as soon as possible. IOSCO also gave its views on the future approval of 
international standards on auditing; 

> Monitoring the work of the IESBA, which published proposals for amendments to its code of ethics in 
December 2006. SC1 sent a first letter with comments to the IESBA in July 2007. 

3 > CESR-Fin’s work on financial reporting 
a) Monitoring developments in accounting regulations  

As CESR’s expert group on financial reporting, CESR-Fin’s main task is to monitor developments in 
accounting and audit regulations in Europe. In this capacity, it coordinates the standard-setting 
activities of the regulators in the European Union, identifies issues that should be addressed by CESR 
through appropriate measures56, advises other CESR bodies on the accounting aspects of other 
issues, and acts as the contact for the leading securities regulators outside of the European Union for 
international cooperation in the area of financial reporting. 

CESR-Fin has a flexible organisational structure. In 2006, it established a responsive structure based 
on setting up ad hoc groups to deal with specific projects for given periods. Only one standing sub-
committee remains: the European Enforcers Coordination Sessions (EECS). The objective of this sub-

                                                 
51 International Auditing and Assurance Standards Board (IAASB), which reports to the International Federation of Accountants 
(IFAC). 
52 International Ethics Standards Setting Board for Accountants (IESBA), which also reports to the International Federation of 
Accountants (IFAC) 
53 International Standards on Auditing (ISA). These standards are implemented by the IAASB under the auspices of the IFAC 
54 Public Interest Oversight Board (PIOB), which was set up in 2005 to oversee the IFAC. 
55 Available online on the IOSCO website:  http://www.iosco.org/news/pdf/IOSCONEWS109.pdf. 
56 For example, by producing or adapting a CESR standard, elaborating recommendations or publishing application guides. 
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committee is to compile and disseminate the main decisions taken on the enforcement of IFRS in 
order to ensure a consistent supervisory approach by European regulators to IFRS enforcement for 
listed companies. The sessions provide an opportunity to discuss issues encountered by regulators 
and the decisions made during these meetings are included in the sub-committee’s database. At the 
end of 2007, the database contained 120 enforcement decisions, as opposed to 60 one year earlier. 

CESR-Fin also has close relationships with European bodies: 

> As a member of the roundtable on issues raised by the implementation of IFRS set up by the 
Commission in June 2006, which also includes representatives of the audit industry and the 
business community; 

> As an observer at the Commission, including the Accounting Regulatory Committee (ARC)57 or in 
the bodies working on similar issues, such as EFRAG58.  

A CESR-Fin representative has also attended the meetings of the IASB Standards Advisory Council 
(SAC) since 2005. 

b) Equivalence Project Group  

Under the terms of the Prospectus Regulation59 and the Transparency Directive60, third-country 
issuers making a public offering in the EU and issuers whose securities are traded on a regulated 
market in the EU must present their financial statements in compliance with IFRS or with third-country 
national accounting standards that are deemed equivalent to the IFRS adopted by the EU. There was 
a temporary exemption from these requirements that lasted until 1 January 2007, but on 4 December 
2006, the European Commission adopted two provisions to extend this deadline, which meant that 
such issuers could continue using some third-country national accounting standards for prospectuses 
filed before 1 January 2009 and for financial statements covering years starting before 1 January 
2009. This is a key date because it has major practical implications with regard to the requirements:  

> Up until 1 January 2009 (transitional period), such issuers may use IFRS, US GAAP, Canadian 
GAAP and Japanese GAAP, or other national accounting standards, as long as they meet specific 
qualitative criteria61. It is the responsibility of the host-country regulator to accept these standards as 
equivalent, but CESR will have to coordinate the EU regulators’ work on the equivalence of third-
country accounting standards; 

> At the end of the transitional period, a third-country accounting standard will not be acceptable 
unless the European Commission deems it to be equivalent to IFRS under the definition of 
equivalence given in the Regulation of 21 December 2007.  

The development of this Regulation, which opens up the possibility of a further extension of the 
deadline until the end of 2010 to accommodate countries that need more time to adopt IFRS, is in line 
with the SEC’s proposal in November 2007 to exempt third-country issuers, such as EU companies, 
that use IFRS, from having to comply with US GAAP. The Regulation was prepared with a major 
contribution from CESR-Fin. The Commission called on CESR-Fin frequently in 2007 to address the 
issue of equivalence, and CESR-Fin submitted technical advice on the definition of equivalence in 
March and on the procedure for analysing third-country accounting standards equivalence with IFRS 
in June. 

The Commission’s consultations with CESR on equivalence issues should continue in the first half of 
2008. The Commission requested a third technical advice on the equivalence of accounting standards 
in China, the USA and Japan. In response, CESR submitted a consultation paper at the end of 
November 2007 with a view to publishing its advice in March 2008. CESR’s plans for 2008 also 
include producing technical advice on the equivalence of Canadian and South Korean GAAP. 

                                                 
57 Accounting Regulatory Committee, which advises the Commission for the adoption of international accounting standards 
58 European Financial Reporting Advisory Group. Established as a functionally independent entity at the initiative of the 
Commission in 2001. EFRAG’s task is to provide a technical advice to the ARC about new standards and interpretations 
59 Regulation (EC) 209/2004 of the Commission of 29 April 2004 (Prospectus Regulation). This Regulation implements Directive 
2003/71/EC of the European Parliament and of the Council of 4 November 2003 (Prospectus Directive). 
60 Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004 (Transparency Directive). 
61 These criteria are listed in Article 35.5A (c) as amended of the Prospectus Regulation (and the similar provisions of the 
Transparency Directive). A third-country standard-setter should make a public commitment to align its standards on IFRS before 
the first day of the relevant accounting period. It should have a work programme to achieve convergence before 31 December 
2008. And the issuer must provide the host-country regulator with evidence that these commitment and date requirements are 
met. 



Important: The following English text is a translation of extracts from the French version of the 2007 annual Report. Only the 
original French text has any legal value. The AMF expressly disclaims all liability for any inaccuracies in the translation 

16 

c) CESR releases on financial reporting  

CESR published four releases in 2007 dealing with the work of CESR-Fin: 

> Accounting changes62. On this occasion, CESR noted that it was important for companies traded on 
a regulated market to deliver information that complies with IFRS and presents a true, fair, and 
complete account of their operations. CESR stressed that IFRS, which have been mandatory in the 
EU since 1 January 2005 and which were implemented without any major problems or loss of 
market confidence, rely on the experience and judgment of those that apply them or those who 
ensure they are correctly applied. This could explain the restatements of previous years’ accounts. 
CESR sees nothing abnormal about such these retrospective adjustments, as long as they are 
properly explained. The adjustments testify to the issuers’ determination to enhance the quality of 
their financial statements by improving comparability and consistency of methods in space and 
time. 

> IFRIC rejection notes. CESR published a summary63 of the European regulators’ discussions at 
CESR since November 2006 with businesses (BusinessEurope)64 and auditors (European 
Federation of Accountants (FEE)) on the implications of the rejection notes, which are negative 
responses to requests for interpretations. Some feel that the notes carry less weight than standards 
and interpretations65. Others, including the AMF, feel that they must be taken into consideration for 
consistent implementation of the standards. As the AMF pointed out, the response given in a 
rejection note is equivalent to an interpretation and is therefore a form of standard-setting66. The 
consensus reached on 5 April 2007 noted that IFRIC rejection notes, especially during the current 
transitional period, constitute important guidance to help users apply IFRS correctly and uniformly. 
Moreover, in most cases, it is not necessary to determine whether the consequence of a rejection 
note, meaning the revision of information already reported, is a change in methods or correction of 
an error. However, the revision must be explained in the financial statements as clearly and 
comprehensively as necessary for proper disclosure to users. 

> Publication of the EECS enforcement decisions. In April and in December, CESR published some of 
the enforcement decisions in the EECS database in order to identify and disseminate the main 
decisions made with regard to IFRS enforcement. On 16 April, sixteen enforcement decisions were 
made public, and a further eleven decisions were published on 18 December. In this way, the EECS 
is performing useful function by presenting specific cases as examples of enforcement in a given 
national framework. The situations described may provide guidance for other jurisdictions. 
Publication of the enforcement decisions and the grounds for them is also intended to promote 
uniform enforcement of IFRS in the European Union. 

d) CESR’s review of the implementation and enforcement of IFRS in the European Union 

On 7 November 2007, CESR-Fin published a review compiled from a consultation of its members that 
gathered information from all over the European Union on how IFRS67 had been enforced since 1 
January 2005. The primary purposes of the exercise was to review the enforcement mechanisms that 
the competent authorities established for monitoring compliance with IFRS, the enforcement 
outcomes, the coordination of enforcement between regulators, and the preliminary findings for the 
European Union, especially with regard to financial markets. The noteworthy findings of the review 
are: 

> Twenty out of twenty-seven countries had established an enforcement mechanism that met some or 
all of the qualitative criteria defined in the CESR enforcement requirements. Eleven of these 
countries, accounting for 60% of European market capitalisation, met all of the CESR requirements. 
Nine other countries met most of the CESR requirements.  

> As of the date of the review, a Competent Enforcement Authority had been designated in 24 of the 
27 Member States, as required by the provisions of the Transparency Directive. Six of these 

                                                 
62 Media release of 5 April 2007, available online at the CESR website: 
http://www.cesr.eu/index.php?page=home_details&id=205 
63 The April 2007 summary is available online at the CESR website: http://www.cesr.eu/index.php?page=home_details&id=205 
64 BusinessEurope is the former Confederation of European Industry (UNICE) 
65 More specifically, the rejection notes are not reviewed by the IASB board or by EFRAG and the ARC. They are not approved 
by the European Union 
66 See the proceedings of the 2006 AMF seminar available online at the AMF website: http://www.amf-
france.org/documents/general/7601_1.pdf. 
67 This naturally concerns companies whose securities are traded on a regulated market 
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countries designated a body that is not a CESR member, which means that enforcement in these 
cases is carried out in cooperation between the securities regulator and another authority; 

> In the European Union as a whole, the regulators’ enforcement programmes called for a total of 23% 
of the issuers required to use IFRS to have their 2005 financial statements audited. These 
programmes were carried out virtually completely (85%), given that other unscheduled audits had to 
be performed for the registration of prospectuses. 

> Implementation of IFRS required issuers and their auditors to make substantial efforts, but no major 
problems occurred.  

> The use of IFRS improved the quality of issuers’ published financial statements because of the 
stricter requirements regarding the information to be included in notes disclosures and the greater 
comparability between issuers resulting from a single set of standards. 

> Some areas for further improvement were identified and should be addressed through better 
information in the notes to the financial statements or by a reduction in the number of accounting 
options available. 

e) Exchanges between CESR and the SEC 

On 2 August 2006, CESR and the SEC finalised a joint CESR-SEC Work Plan on the development of 
financial markets between the European Union and the USA, with the intention of working out the 
problems arising from the competing European IFRS and US GAAP.  
The two bodies have met regularly since then and these meetings have shown that: 

> CESR members want to be informed as far as possible in advance when the dialogue between the 
SEC and a European issuer is likely to affect the financial statements presented in the European 
Union. More specifically, the idea is to prevent the relevant regulators from making contradictory 
decisions. 

> Discussions have started on identifying topics to be dealt with jointly by the SEC and a European 
regulator, in compliance with the August 2006 Work Plan. Two issues have been addressed more 
specifically: the situation where IFRS do not provide specific recommendations or are vague (in this 
event, CESR proposes that SEC should consult the relevant European regulator before making its 
final decision), and the situation where the SEC’s interpretation could lead to a substantial change 
in the financial statements (in this event, CESR advocates that some of the information in the 
financial statement notes must be deemed to be material and that, consequently, an exchange of 
information about it must take place as far in advance as possible). 

CESR-Fin compiled a list of the topics that seem to cause European issuers the most problems for 
IFRS compliance. The most frequently mentioned topics include: 

> Presentation of financial statements (income statement, use of performance indicators that are not 
defined in the standards);  

> Information about management’s main judgments and assumptions in the financial statements, as 
well as the treatment of business combinations (problems identifying the acquiring company, lack of 
information about the items justifying the level of residual goodwill or the allocation of acquisition 
costs);  

> Financial instruments (where European companies have sometimes run into problems identifying 
the reasons for asset impairment and implementing valuation methods); 

> Sector information, which is sometimes too sketchy;  

> Treatment of discontinued operations (IFRS 5) and information about share-based payments (IFRS 
2). 

The SEC did not identify any major trends or any frequent problems. As was the case for CESR-Fin, 
the topics raised dealt with information in note disclosures that is vague, inadequate or omitted, as 
well as the presentation of certain items in the income statement and cash flow statement. 
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E – Changes in European Regulations on company law 
The European Commission’s May 2003 action plan to modernise company law and enhance 
corporate governance calls for a set of initiatives intended to enhance shareholders’ rights in the 
European Union, which is a priority for the Commission. The plan also covers the protection of 
employees and creditors, the efficiency and competitiveness of European businesses and the building 
of confidence in financial markets. Following public consultations held in 2005, the European 
Commission proposed a directive in early 2006, which was officially adopted in June 200768.  

The purpose of the directive, which must transposed into national law by the third quarter of 2009, is to 
ensure that shareholders in the EU and elsewhere have timely access to full information and that they 
have simple means of exercising certain rights, such as voting, from a distance. It turns out that, on 
average, approximately one-third of the shares in companies listed on regulated markets in the 
European Union are held by persons residing elsewhere than in the company’s home country. The 
main obstacles to non-resident shareholders wishing to vote are share blocking requirements, 
inadequate and delayed access to information and needlessly complex requirements for remote 
voting.  

The Commission announced69 that it might back up the directive with a non-binding statement on 
shareholders’ rights, since the preparatory discussions showed that a number of questions could be 
resolved simply by means of a recommendation. This approach, which was used in the negotiations 
on the proposed directive, gave rise to a consultation on six topics: 

> The language rules applying to documents submitted to the shareholders’ meeting; 

> Attendance at the meeting by investors holding depositary receipts70 issued by companies listed on 
foreign markets, particularly in the USA; 

> Securities lending; 

> The possible role of the Transparency Directive in improving knowledge about shareholders; 

> The role of intermediaries in the voting process; 

> The role of asset management companies.  

After the consultation ended, the European Commission published a summary of the responses 
received71, but it has yet to indicate which approaches may be used as a consequence. 

3 – International cooperation on issues relating to 
intermediaries and market infrastructures 
A – Work by IOSCO and CESR on financial markets and MiFID  
1 > IOSCO’s work on financial markets (SC2) 
In March 2007, IOSCO’s Standing Committee 2 (SC2) on regulation of secondary markets finalised a 
report entitled "Multi-jurisdictional Information Sharing for Market Oversight"72. The report deals with 
the information that market authorities may need on a regular or one-off basis to authorise the 
installation of a foreign market trading screen on its territory. It therefore enables markets planning to 
set up such screens, along with market regulators, to anticipate the information they may be asked to 
provide. 

The SC2 report also deals with securities listed or traded in multiple jurisdictions. It considers what 
information market authorities would need to understand and assess the extent to which trading in a 
given instrument on a foreign market or trading platform could affect the orderly operation of the 
market in their jurisdiction. 

SC2 is also examining the conditions in which markets give members or non-members access to the 
trading systems they manage. This raises a host of questions about the impact of these initiatives on 
                                                 
68 Directive 2007/36/EC of the European Parliament and of the Council of 11 July 2007. 
69 In the preamble to the proposed directive 
70 In the USA, a depositary receipt is a registered certificate issued by foreign companies when they are admitted for trading 
71 Available online at the European Commission website: http://ec.europa.eu/internal_market/company/docs/shareholders/ 
consultation3_report_en.pdf. 
72 See http://www.iosco.org/library/pubdocs/pdf/IOSCOPD232.pdf. 
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both the regulation of these markets and the associated risks73 . The committee found that one of its 
initial difficulties was to establish a common understanding of terms and concepts that often 
correspond to very different situations in each jurisdiction. 

2 > CESR’s work on MiFID enforcement 
Before the Markets in Financial Instruments Directive (MiFID) came into force on 1 November 2007, 
CESR published the findings of its work concerning six areas identified by the August 2006 public 
consultation on its work programme. These areas, considered critical to achieving uniform 
enforcement of MiFID across Europe, concern: 

> publication and consolidation of market transparency data; 

> data to be kept by investment services providers (ISPs); 

> passporting for ISPs; 

> inducements; 

> best execution requirements; 

> transaction reporting. 

In the first half of 2007, CESR launched a public consultation74  to serve as the basis for its technical 
advice on non-equity transparency. The advice will be submitted to the European Commission as part 
of the Commission’s forthcoming report on the issue75 . 

a) Consolidation of market transparency data 

In January 2007, CESR completed its preliminary report76 on the consolidation of market transparency 
data. The report sets out guidelines and recommendations to ensure that the market data required by 
the directive and its implementing legislation is published in a timely manner, and is also reliable, 
comparable and available in an easily consolidatable format to provide optimal conditions for price 
formation and compliance with best execution obligations. 

b) Record-keeping obligations 

CESR published in February a second report77 setting out a series of recommendations to help 
competent authorities establish a list of minimum records to be kept by ISPs in accordance with MiFID 
and its implementing directives. 

c) Passporting 

In May, CESR issued two reports dealing with the operation of the passport for investment services 
providers. The first of these reports78 aims to establish a common understanding of passport 
provisions under MiFID, harmonise notification procedures, step up cooperation between home and 
host regulators, facilitate the transition from the Investment Services Directive to MiFID, and clarify the 
treatment of special cases such as representative offices, multilateral clearing systems and tied 
agents. The second report79 follows on from the Multilateral Memorandum of Understanding80 between 
CESR members and provides a more specific framework for cooperation between home and host 
regulators. It sets out a standard notification format for firms wishing to provide cross-border services, 
either directly or by establishing a branch in the host country. 

A new protocol81 related to the passport procedure was published in October. It was drafted in line 
with the obligations undertaken82 to establish effective cooperation mechanisms between competent 
authorities for supervising ISP branches. The protocol outlines a standard framework in which 
regulators can develop specific agreements on branch supervision. The annex to the protocol contains 

                                                 
73 Direct access to exchange and other markets 
74 Available on the CESR website: http://www.cesr.eu/index.php?page=responses&id=95 
75 In accordance with Article 65 (1) of MiFID 
76 Publication and Consolidation of MiFID Market Transparency Data 
77 Level 3 Recommendations on the List of Minimum Records in Article 51(3) of the MiFID Implementing Directive 
78 The Passport under MiFID, available on the CESR website: http://www.cesr.eu/data/document/07_318.pdf 
79 Protocol on MiFID Passport Notifications, available from CESR’s website at: http://www.cesr.eu/index.php?page=contenu_ 
   groups&id=53&docmore=1, document 07/317b. 
80 Or MMOU. See below 
81 Protocol on the Supervision of Branches under MiFID 
82 In "The Passport under MiFID". 



Important: The following English text is a translation of extracts from the French version of the 2007 annual Report. Only the 
original French text has any legal value. The AMF expressly disclaims all liability for any inaccuracies in the translation 

20 

the European Commission’s response to the questions raised by CESR on the sharing of 
responsibilities between home and host regulators under Article 32(7) MiFID. 

In October, CESR also published a policy statement83 on firms established in Member States that had 
not transposed MiFID at 1 November. The statement, which has been incorporated in the updated 
version of CESR’s report entitled "The Passport under MiFID", stipulates that passports granted to 
these firms before 1 November will continue to be valid.  

d) Inducements  

After two successive consultation rounds, CESR finalised in May its recommendations on 
inducements paid or received by ISPs84. The recommendations are intended to facilitate consistent 
interpretation and implementation of the related provisions.  

e) Best execution requirements 

In May 2007, CESR published a report entitled "Best Execution under MiFID85 ", in the form of a Q&A 
aimed at clarifying certain key aspects of requirements introduced by the directive. Since work began 
in this area, some critical questions have emerged as regards the scope of the new requirements. 
CESR has consulted the European Commission on these issues. 

f) Transaction reporting 

Also in May, CESR published its "Level 3 Guidelines on MiFID Transaction Reporting"86. These clarify 
what is meant by "execution of a transaction" for regulatory reporting purposes and offer a pragmatic 
solution for branches set up by ISPs. 

B – IOSCO’s work on the regulation of market intermediaries  
In 2007, IOSCO’s Standing Committee 3 (SC3) on Regulation of Market Intermediaries devoted most 
of its energies to finalising its report for IOSCO’s Technical Committee on managing conflicts of 
interest that arise in securities offerings. It also contributed to SC2’s work on the conditions in which 
clients of market members can directly access that market, and it continued to monitor technological 
advances in data storage.  

In conjunction with SC587, SC3 carried out a preliminary review of the information to be provided to 
retail investors when financial products and instruments are sold88. 

1 > Managing conflicts of interest that arise in securities offerings 
Following IOSCO’s report on strengthening capital markets against financial fraud, SC3 issued a 
report on market intermediary management of conflicts of interest that arise in securities offerings. The 
report examines in particular the steps taken by intermediaries to manage information, given that they 
play numerous and sometimes conflicting roles, e.g. lending to an issuer while simultaneously advising 
on and structuring an offer for the same issuer, acting as market maker or investing in the issuer’s 
equities and bonds. Other issues covered by the report include price-setting mechanisms and 
allocation procedures. 

This document was put out to public consultation as a discussion paper between February and May 
2007. The responses were broadly positive, although participants felt that the paper ought to have 
provided guidelines rather than principles so that its recommendations could be embedded effectively 
within the regulatory framework of each jurisdiction.  

The report was modified in line with these views and published after being validated by IOSCO’s 
Technical Committee in November 200789. It is divided into three parts, which deal with: 

> the background to the report and the context in which conflicts of interest can arise; 

                                                 
83 Available on the CESR website: http://www.cesr.eu/index.php?page=contenu_groups&id=53&docmore=1, document 
  07/337b. 
84 Inducements under MiFID, available on the CESR website: http://www.cesr.eu/index.php?page=contenu_groups&id= 
    53&docmore=1, document 07/228b 
85 Available on the CESR website: http://www.cesr.eu/index.php?page=contenu_groups&id=53&docmore=1, document 
  07/321. 
86  Available on the CESR website: http://www.cesr.eu/index.php?page=contenu_groups&id=53&docmore=1, document 07/301 
87 See Chapter 4 
88 See Chapter 4 
89 http://www.iosco.org/library/pubdocs/pdf/IOSCOPD257.pdf 
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> recommended approaches for addressing conflicts of interests arising in securities offerings: these 
cover not only the "whole of group" approach (organisation and procedures for preventing and 
managing conflicts) but also the decision process for addressing conflicts, refraining from acting, 
information barriers, and disclosure of conflicts; 

> circumstances in which conflicts may arise and ways of dealing with them, notably as regards 
investment advice, price-setting mechanisms, allocation procedures, sales to retail investors and 
securities lending transactions. 

2 > Direct market access for clients of market intermediaries 
SC3 undertook to examine the procedures implemented by intermediaries to provide their clients with 
direct market access, in particular the risk controls conducted by clearing members. Its review will 
complement work carried out by SC2 on the conditions set by clearing houses and markets for 
granting direct market access to non-members. SC3’s work will help identify intermediary practices 
and any weaknesses in the system as a whole, based on a comparison with the lessons learned from 
SC2 projects. 

3 > Technological advances in data storage 
SC3 continues to closely monitor technological advances in the methods used to retain and store 
data. Echoing the working methods applied in the group’s early-2000 project on the use of the internet, 
round tables attended by representatives from IT service providers and intermediaries were organised 
in Europe, Asia and the USA to discuss difficulties related to technological advances in this area. A 
report is due to be presented to the Technical Committee in May 2008. 

C – Ongoing work on post-trade activities 
During 2007 European institutions, in particular the Commission and Eurosystem, continued to work 
towards improving the effectiveness, integration and security of the European post-trade 
infrastructure. Two initiatives begun in 2006 are particularly noteworthy: the code of conduct for 
market infrastructures90 and the ECB’s Target2-Securities project (T2S).  

1 > Code of conduct for post-trade infrastructures 
The code of conduct for post-trade infrastructures91 was signed by industry professionals in November 
2006 at the initiative of European Commissioner Charlie McCreevy. The purpose of the code is to 
foster competition in the post-trade sector with a view to improving performance. It comprises three 
steps, each with a different implementation deadline: adoption of measures to enhance price 
transparency (end-2006); approval of a work programme and definition of infrastructure access rights 
and interoperability targets (June 2007); accounting separation (depending on whether the purpose of 
the transaction is clearing or settlement) and price unbundling for key services and activities (end-
2007). 

The Commission set up and chairs a Monitoring Group of the Code of Conduct on Clearing and 
Settlement (MOG) to track implementation. Members come from various general directorates of the 
Commission (Internal Market and Services, Economic and Financial Affaires, Competition), and from 
the ECB and CESR. The MOG met for the first time in January 2007, and then on a regular basis 
throughout the year.  

The market infrastructures that adopted the code published a set of guidelines and recommendations 
in June 2007 to help ensure the proper implementation of access conditions and infrastructure 
interoperability. 

In August 2007, the Commission published a methodology for monitoring costs and volumes at the 
trading and post-trading levels. The methodology is part of the Commission’s goal to develop a 
bespoke tool for analysing cost trends more effectively at European level.  

2 > Target2-Securities (T2S) 
Despite progress on integration issues within Member States, the post-trade environment92 in Europe 
remains highly fragmented. To address this problem, in March 2007 the European Central Bank’s 

                                                 
90  The term "market infrastructures" refers to exchanges, clearing houses, and settlement platforms 
91  Including clearing and settlement activities 
92  Including clearing and settlement activities 
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Governing Council decided to set up and manage Target2-Securities (T2S), a single settlement 
platform for the euro zone93. The aim of T2S is to provide central securities depositories (CSD) with a 
single platform for settling national or cross-border securities trades in central bank money, with each 
CSD continuing to deal with its own intermediaries, issuers and investors, and to manage its stocks of 
securities.  

Following on from a decision of the Governing Council in March 2007, work on defining user 
requirements on the basis of market contributions began in April. For this purpose the ECB set up 
several forums for discussion and dialogue between the central banking community, depositories and 
representatives from the bank industry. The T2S Advisory Group was assisted by six technical groups 
and the ECB’s T2S project team, and drew on the expertise of a large number of professionals in each 
country. French market participants are represented in the T2S Advisory Group and helped draft the 
document defining user requirements. 

In December 2007, the ECB put out to public consultation a document detailing T2S user 
requirements and the methodology for assessing the economic impact of T2S94. Market participants 
were invited to submit their comments by 2 April 2008 at the latest. In May 2008, the T2S Advisory 
Group will assess the comments received during the public consultation, with a proposal for the final 
T2S user requirements being submitted to the Governing Council shortly thereafter. At that stage, the 
Governing Council will decide on whether to move on to the next phase of the T2S project.  

3 > The Hague Convention – Unidroit 
Drawing on the work of the Legal Certainty group, in July 2006 the European Commission issued its 
legal assessment of The Hague Securities Convention on the law applicable to certain rights in 
respect of securities held with an intermediary. The assessment concludes that the application of The 
Hague Convention might not pose any major legal difficulty, but cautions that it could affect the 
financial stability of securities settlement systems. Accordingly, the Commission suggested revising 
Directive 98/26/EC dated 19 May 1988 of the European Parliament and Council on settlement finality 
in payment and securities settlement systems to ensure that all parties choose only one system of law. 
Despite strong encouragement from the Commission to sign and ratify the convention, Member States 
have remained fiercely divided about the merits of adoption. Countries opposed to the Convention 
argued that the legal uncertainties had not been fully eliminated and called for an impact assessment 
to be carried out before any such adoption.  

At the same time, the European Commission continues to participate in the intergovernmental 
negotiations initiated in 2004 by Unidroit, a private international organisation. The purpose of the talks 
is to develop an international convention harmonising national laws on the indirect holding of 
securities. 

4 – International cooperation on asset management 
A – IOSCO’s work on asset management 
IOSCO’s Standing Committee 5  (SC5) on investment management has been chaired by the AMF 
since 2004. Three plenary sessions were held in 2007, in Amsterdam, Madrid and Hong Kong. 
Several working group meetings also took place in an attempt to make progress on the more technical 
aspects of projects. In addition to routine consultations, SC5 also organises meetings and hearings 
with industry professionals in the regions where the latter are the most active, namely the USA, 
Europe and Asia.  

Similarly, SC5 took steps to make its working methods more formal by pilot-testing procedures to 
identify broad trends affecting the asset management industry, as well as the associated risks. The 
purpose of this exercise is to improve regulatory decision-making on an international scale by 
determining strategic priorities. A consultation process was launched on this topic in the second 
quarter of 2007 and will be submitted for approval to IOSCO’s Technical Committee in 2008.  

SC5 is also to undertake a review of exchange traded funds and real estate funds. Given the 
multiplicity of regulations in these areas, the project will involve a wide-ranging analysis that should 
culminate in key recommendations for improved regulatory convergence.  

                                                 
93 This platform – available to all central securities depositories and managed by Eurosystem – will be used by the Bank of Italy, 
Bank of Spain, Bank of France and Federal Bank of Germany. 
94 Available on: http://www.ecb.europa.eu/press/pr/date/2007/html/pr071218.en.html 
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Besides these methodological and/or analytical issues, SC5’s strategic focus in 2007 was mostly 
taken up with the hedge fund regulation, point of sale disclosure and soft commissions.  

1 > Regulation of hedge funds 
Assets managed by hedge funds have risen sharply in recent years, with total invested capital 
estimated at $1.6 trillion in 2007. In light of this trend, IOSCO’s Technical Committee undertook a 
review of the current situation in the hedge fund industry, focusing in particular on two key issues: the 
valuation of hedge funds and funds of hedge funds.  

a) Valuation of hedge funds 

In February 2006, SC5 was mandated to draw up a set of principles for valuing hedge fund portfolios. 
It made rapid progress, thanks mainly to the active participation of industry representatives and the 
high standard of responses to the public consultation process which ran from March to June 2007.  

SC5’s report entitled "Principles for the Valuation of Hedge Fund Portfolios"95 was an important step 
forward for the industry. The report was published at the end of 2007 after validation by IOSCO’s 
Technical Committee at its last 2007 meeting in November. Its nine principles96 are designed to 
promote independence, transparency, and effective control mechanisms. The first principle is critical: 
funds are required to establish on a systematic basis comprehensive, documented pricing procedures 
and valuation policies setting out in particular the obligations, roles and responsibilities of the various 
parties involved in the funds. The principles97 are not intended to be an academic review of the 
relevant literature, but precise standards and a practical tool that can be used by stakeholders in the 
hedge fund industry (managers, governance boards, depositories and intermediaries) as well as 
investors or their representatives.  

b) Funds of hedge funds 

In November 2006, SC5 was mandated to review existing or planned regulations for funds of hedge 
funds, identify key issues through a public consultation, and draft a set of standards based on best 
market practices.  

SC5 completed its mandate within the short timeframe it had set itself. It held consultations with SC5 
member regulators and industry professionals from across the globe, and organised hearings for 
experts and industry representatives in Washington, Paris and Hong Kong. These initiatives were 
rounded out by feedback statements from SC5 members, which enabled the committee to conduct 
internal discussions and develop proposals, particularly regarding due diligence procedures and 
managing liquidity risk. The proposals were validated by IOSCO’s Technical Committee at its 
November 2007 meeting and the project can therefore be moved to the next stage in 2008.  

2 > Point of sale disclosure to retail investors regarding collective investment 
schemes 
The AMF is particularly attentive to the conditions under which financial products are marketed. In 
implementing provisions under MiFID, the AMF took into account the conclusions on investor 
disclosure set out in the report by Jacques Delmas-Marsalet98 , a member of the AMF Board, which 
was presented to the finance minister in November 2005. At an international level, the topic was on 
SC5’s 2007 agenda under its joint mandate with SC399  dealing with point-of-sale disclosures to retail 
investors. It is noteworthy that the subject was also addressed by the Joint Forum’s Customer 
Suitability Group 100.  

The joint working group set up in November 2006 by IOSCO’s Technical Committee reflects the 
broad-based nature of product marketing issues. The subject effectively calls for dual expertise: in 
investment management (the remit of SC5) and distribution (the remit of SC3). The first joint SC5/SC3 
meeting in May 2007 looked at the different ways in which retail investors could access information. 
The discussions showed that, as a general rule and regardless of the country, customers seeking 
                                                 
95 Available on the IOSCO website: www.iosco.org/news/pdf/IOSCONEWS110.pdf. 
96 IOSCO refers to "high-level principles". Application of these principles should be pragmatic and may be adjusted according to 
the scale and structure of the hedge funds concerned, or according to the nature of the hedge fund’s operations. The scope of 
these principles is fairly limited, for example indirect issues such as net asset values or accounting standards are not covered 
97 SC5’s final report was published in November 2007 and can be downloaded from: 
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD253.pdf. 
98 See the AMF’s 2005 Annual Report 
99  See above. 
100 See above 
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information about product characteristics still prefer to consult their usual advisors and use written 
documentation rather than relying solely on electronic media.  

The following work was completed in 2007 under the joint mandate:  

> A research phase, involving the compilation of studies and analyses on investor disclosure carried 
out in the jurisdictions represented within SC3 and SC5 (for instance, the TNS Sofres study101 in 
France commissioned by the AMF in 2006). This phase helped identify the expectations of retail 
investors and the format in which they wished or preferred to receive information. It also revealed 
investors’ decision-making processes and any biases that may have been involved in the 
investment decision, as well as the impact of the content and form of documents provided in relation 
to the decision-making process. 

> An enquiry phase looking at applicable regulations in SC3/SC5 member jurisdictions, as regards 
both product information (notably as regards the content, form and timing of disclosure) and 
information to be provided by intermediaries (especially as regards the content, form, and potential 
sharing of responsibility between producers and distributors of funds). 

For 2008, the joint working group is to draft recommendations or principles on key investor information 
(type and method of disclosure) that intermediaries should provide to their clients when selling 
products such as collective investment products. The aim is to encourage informed investment 
decision-making as regards: 

> factors that may place an intermediary in a conflict of interest situation if it advises clients to buy the 
product (particularly in relation to remuneration arrangements); 

> general information to be provided to investors acquiring shares or units in collective investment 
schemes (e.g. nature of product, risks, fees). 

In accordance with the work programme, an issues  paper proposing a number of general principles is 
to be submitted to IOSCO’s Technical Committee for approval in May 2008. Ahead of this date, the 
opinions of industry professionals and investors will be sought.  

3 > Soft commissions  
IOSCO addressed the issue of soft commissions involving collective investment schemes (CIS). A soft 
commission arrangement is defined102 as one in which a CIS operator receives from market 
intermediaries a benefit in connection with a CIS’s payment of commissions on CIS portfolio securities 
transactions. Soft commission arrangements are found in most English-speaking countries, but also in 
France, where they were discussed in an October 2002 report by the Commission des Opérations de 
Bourse entitled "Fees and Charges paid by Investors in Collectively Managed Schemes in France"103.  

In June 2006, IOSCO asked SC5 to conduct an in-depth review of existing regulations in this area and 
if necessary, to come up with a series of general principles. Following a round of public consultation, 
SC5 issued its final report in November 2007104. The report found that the relevant regulatory 
environment in each jurisdiction was still evolving. It was therefore proposed to postpone for the time 
being the elaboration of new principles on the international scene. However, it was agreed that SC5 
would propose to the Technical Committee to put supervisory arrangements in place for the two 
coming years (2008-2009), and to provide a basis for future regulation in the area in line with the 
developments observed over the period.   

                                                 
101 See the AMF’s 2006 Annual Report 
102 According to a report put out to consultation and downloadable from: 
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD227.pdf. 
103 Available on the AMF website: http://www.amf-france.org/document/general/5704_1.pdf. 
104 Available on the IOSCO website: http://www.iosco.org/library/pubdocs/pdf/IOSCOPD255.pdf. 
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B – European initiatives and bilateral exchanges: CESR-IM, cooperation 
with the European Commission and bilateral cooperation 

1 > CESR-IM expert group and cooperation with the European Commission 
Guided by its constant concern to ensure a high level of convergence between Member States, the 
AMF continued in 2007 to play a key role in CESR’s work on investment management, handled by its 
expert group CESR-IM. 

a) Reform of the simplified prospectus 

The AMF and the UK Financial Services Authority are co-chairing work on the reform of the simplified 
prospectus. The two regulators have been working together since the CESR mandate for clarifying 
assets eligible for UCITS investment. In 2007, CESR-IM devoted most of its energies to the new 
mandate, chiefly concerned with "key investor information" in the simplified prospectus. Based on 
contributions to its call for evidence in March, CESR-IM issued preliminary draft advice in September 
and organised an open hearing in November. Its final advice was adopted at the technical level at the 
end of the year and was submitted to the CESR chairs in February 2008. 

The purpose of CESR-IM’s work is to bring about a genuine reform of fund prospectuses. It aims to 
make documents easier to access and therefore more useful for investors. Passport procedures will 
also be simplified for investment firms through the development of standardised documentation. 
Mindful of the project’s importance, the European Commission plans to run market tests on alternative 
options for the new presentation and content of disclosures. The first phase of CESR’s mandate is to 
identify the various options available, so that the Commission has all the elements it requires to carry 
out these tests in 2008.  

The new document, to be known as Key Investor Information, will be no longer than two pages, with a 
minimum font size requirement. CESR recommends that the new document should provide details of 
the fund’s investment strategy, its risk/return profile and past performance, and the fees payable by 
investors, in that order. The information must be easy for investors to understand. All specific local 
information (for instance relating to subscription terms) will now be given only in the full prospectus or 
on the issuer’s website. This should help the UCITS passport system to function effectively.  
An operational taskforce was set up within the expert group at the end of 2006. The taskforce, 
spearheaded by the AMF, acts as a forum where regulators can exchange views on practical 
examples of enforcement of the UCITS Directive and discuss ways of achieving greater convergence 
in routine practices. The first meetings of the taskforce held in 2007 looked at practical cases of 
applying EU legislation to new financial products.  

b) Other issues addressed by CESR-IM 

In 2007, the expert group prepared advice on the eligibility of indices replicating changes in hedge 
fund performance. Based on this advice, CESR concluded that these derivative instruments were 
eligible for investment by UCITS, provided that the benchmarks met certain conditions. Its decision 
underscores the importance of establishing a harmonised vehicle for domestic funds of hedge funds, 
such as ARIA 3 in France. Without this mechanism, such funds may be unable to compete on an 
equal footing. 

2 > Bilateral cooperation 
During the year the AMF continued to hold regular discussions with its main partners on the regulation 
of collective investment schemes. It also pursued talks with key counterparts in a bid to establish 
common positions ahead of multilateral negotiations. To maximise the AMF's influence in the decision-
making process, the positions it adopted in its exchanges with CESR-IM and the European 
Commission were always discussed beforehand with other regulators.  

C – Reform of the UCITS Directive 
By providing detailed, specific responses at each stage of the consultation process on proposed 
changes to the UCITS Directive (Green Paper, industry expert group reports), the AMF became one of 
the Commission’s key talking partners on these issues. The latest development in the UCITS 
regulatory reform process was the consultation launched by the Commission in March 2007 on the 
initial orientations for possible changes to the directive. 



Important: The following English text is a translation of extracts from the French version of the 2007 annual Report. Only the 
original French text has any legal value. The AMF expressly disclaims all liability for any inaccuracies in the translation 

26 

In its response to the Commission, the AMF again considered the regulatory issues arising from the 
proposed changes to the UCITS Directive. While supporting proposals to foster the development of 
pan-European funds, the AMF gave a detailed description of the conditions that must be met before 
any such proposals could be implemented. In particular, responsibility should be clearly and 
pragmatically divided among regulators. The AMF would like to see a smoother and more efficient 
approval procedure for cross-border transactions such as mergers and passports, and believes that 
host country regulators should be able to keep their investigative powers.  

These official responses led to frequent exchanges with the Commission, amid efforts to better explain 
the issues at stake and identify the solutions available. 

Lastly, by responding to the European Commission’s call for evidence and expressing its support for 
private placement regimes for non-UCITS in Europe, the AMF played an active role in this new 
debate. 

5 – International cooperation on market supervision and 
discipline 
A – AMF’s involvement in the work of IOSCO 
Throughout 2007, the AMF once again made an active contribution to the work of IOSCO’s Standing 
Committee 4 (SC4), which deals with enforcement, cooperation and exchanges of information 
between regulators105.   

1 > Relations with uncooperative jurisdictions 
In 2007, SC4 continued to work towards improving cooperation with uncooperative jurisdictions under 
a mandate received from IOSCO’s Technical Committee in 2005.  

SC4 was mandated firstly to identify regulators that did not cooperate sufficiently, and secondly to 
establish a dialogue with them in order to resolve this situation. An initial list of three names was 
drawn up in 2006, based on practical examples of investigations that had fallen through for various 
reasons – some of the regulators did not respond, others provided incomplete and/or unusable 
information, while still others were abnormally slow in replying. Following bilateral discussions with the 
three regulators concerned, some substantial legislative changes came into force. As a result, one of 
these regulators was able to become an IOSCO member. 

Encouraged by this positive outcome, and still with the backing of IOSCO’s Technical Committee, SC4 
pursued its work in this field in 2007 and identified three more regulators with whom cooperation had 
been disappointing in the past. As was the case for the jurisdictions on the 2006 list, during the year a 
four-member sub-group (FSA for the UK, OSC for Canada/Ontario, CNMV for Spain and the AMF) 
conducted a lengthy, in-depth analysis of the problems encountered and established a dialogue with 
each of the three regulators.  

One of these regulators hosted discussions with sub-group members in December 2007 and was 
found to have made remarkable legislative progress on the issue of cooperation, auguring well for 
future progress. The sub-group will pursue its dialogue with all three regulators in 2008. 

2 > Multilateral Memorandum of Understanding (MMOU) 
The AMF is also involved in the activities of the IOSCO Screening Group106, which examines 
applications to sign the multilateral memorandum of understanding (MMOU). This important 
document107 establishes specific criteria to be respected in consultations, cooperation initiatives and 
information exchanges between members, particularly as regards market supervision and 
investigations of securities fraud.  

                                                 
105 By the end of 2007, the Standing Committee comprised 23 regulators from the following countries, territories or provinces: 
Australia, Belgium, Brazil, Canada/Ontario, Canada/Quebec, France, Germany, Greece, Hong Kong, Isle of Man, Italy, Japan, 
Mexico, Netherlands, New Zealand, Poland, Portugal, South Africa, Spain, Switzerland, United Kingdom, USA/CFTC and 
USA/SEC 
106 At the end of 2007, the Screening Group had 32 members: the 23 members of Standing Committee 4, plus nine regulators 
from the following countries, territories or provinces: Belgium, Canada/British Columbia, India, Isle of Man, Israel (new member 
in 2007), New Zealand, South Africa, Sri Lanka and Turkey 
107 Available on the IOSCO website: http://www.iosco.org/library/pubdocs/pdf/IOSCOPD126-French.pdf. 
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Drafted between 2001 and 2002 under the chairmanship of Michel Prada, the MMOU was adopted at 
IOSCO’s May 2002 annual conference in Istanbul108. The AMF was one of the first signatories. By the 
end of 2007, 44 regulators had signed up (out of 109 ordinary IOSCO members, nine more than in 
2006109. New members in 2007 include the British Virgin Islands and Bermuda. The rapid 
endorsement of the MMOU underlines the success of IOSCO’s ambitious and proactive project, which 
aims to have all its members sign the memorandum by 1 January 2010. At the end of 2007, 
applications had been received from virtually all regulators that had not yet signed.  

As a member of the Screening Group, the AMF helped promote widespread endorsement of the 
MMOU by participating in technical missions to assist candidate jurisdictions. It was involved in one 
mission in 2006 and two in 2007, one of which will continue into 2008.  

3 > Other issues addressed by SC4 
In 2007, SC4 also completed its work on developing joint working methods for regulators when 
requests are made to freeze assets as part of an international investigation. This initiative was 
undertaken in response to SC4’s 2005 report, and the resolution subsequently adopted at IOSCO’s 
2006 annual conference. 

During the year, SC4 stepped up its cooperation with Interpol. It also began work on a new mandate to 
fight international fraud related to so-called boiler room techniques. Although these price manipulation 
is more in the USA, Canada or Australia than in France, the AMF is taking part in the project and 
remains on its guard.  

In 2007, the AMF also continued to represent IOSCO at meetings of the Financial Action Task Force 
(FATF), which works to prevent money laundering and terrorist financing. 

B – AMF’s involvement in the work of CESR-Pol 
CESR-Pol’s primary goal is to make it easier for its 29 members110 to share information and thus be 
more effective when supervising transactions executed in the securities markets under their 
jurisdiction. The group enables authorities to amass the data they need to conduct their enquiries 
more effectively and to coordinate their efforts during international investigations. CESR-Pol also acts 
as a forum for exchanging hands-on experiences with a view to achieving the greatest possible 
convergence between regulatory approaches and practices, including with third party jurisdictions. In 
2007, CESR-Pol continued its talks with regulators in Guernsey, Jersey, the Isle of Man and 
Switzerland amid efforts to promote mutual understanding of the specific legal framework and 
constraints in which each jurisdiction operates, and to improve cooperation.  

1 > CESR-Pol recommendations 
As part of its work on the adoption of the Market Abuse Directive and the related Level 2 directives 
and implementing regulation, CESR-Pol put the finishing touches to its second set of information and 
guidance111 in 2007. This document, which the AMF actively helped to draft, was published by CESR 
on 12 July 2007 and incorporates a large number of suggestions gleaned from the public consultation 
process.  

In the second half of 2006, CESR launched a public consultation to assess the effective 
implementation of the new EU Market Abuse Directive and allow market participants to air their views 
and identify areas for improvement. Based on consultation feedback, CESR-Pol drew up a work 
programme which was published by CESR in July 2007112. Work has since begun on the most 
pressing issues: the twofold notion of inside information; harmonisation of requirements concerning 
the preparation and disclosure of insiders lists; suspicious transactions reporting; and the stabilisation 
regime for financial instruments. The work programme has been designed to gauge whether any 
                                                 
108 See the COB’s 2002 Annual Report 
109 These are Australia, Belgium, Bermuda*, British Virgin Islands*, Canada/Alberta, Canada/British Columbia, Canada/Ontario, 
Canada/Quebec, China*, Czech Republic*, Denmark, Dubai, Finland*, France, Germany, Greece, Hong Kong, Hungary, Isle of 
Man, India, Israel, Italy, Jersey, Lithuania, Luxembourg*, Malaysia*, Malta, Mexico, Morocco*, Netherlands*, New Zealand, 
Nigeria, Norway, Poland, Portugal, Singapore, Slovakia, South Africa, Spain, Sri Lanka, Turkey, United Kingdom, USA/CFTC 
and USA/SEC. New members are denoted by an asterisk 
110 See above 
111 Market Abuse Directive – Level 3 – Second Set of CESR Guidance and Information on the Common Operation of the 
Directive to the Market: this report is available on the CESR website: 
http://www.cesr.eu/index.php?page=contenu_groups&id=22&docmore=1, document 06/562b 
112 Available on the CESR website: http://www.cesr.eu/template.php?page=groups&id=22&keymore=1&BoxId=1, document 
07/416. 
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further recommendations are needed from CESR, and where appropriate, to propose changes to 
certain provisions of EU laws and regulations.  

2 > Administrative measures and sanctions 
Under a mandate received by CESR from the European Commission, CESR-Pol drew up a report on 
administrative and criminal measures and sanctions available in Member States under the Market 
Abuse Directive. The report was compiled for information purposes only and published by CESR on 
22 November 2007113.  

3 > Alerts 
In 2007 CESR member regulators continued to exchange warnings about people or companies 
offering unauthorised investment services or products. Through the network of CESR-Pol members, 
the AMF sent its fellow regulators the alerts posted on its website in 2007. In the same period, it 
received almost 90 alerts from its fellow regulators, all of which can be viewed by the public via the list 
of websites of the AMF’s European counterparts114.  

6 – International cooperation on technical issues 
As part of its task of participating in European and international financial markets regulation, the AMF 
continued its bilateral and multilateral cooperation with foreign counterparts in 2007. 

A – Bilateral cooperation 
The AMF endeavours to promote the French and European approach to regulation, with the aim of 
boosting the French market and raising the profile of French market participants on financial markets 
across the globe.  

1 > Cooperation and partnership agreements 
In December 2006, a technical cooperation agreement was signed with the China Securities 
Regulatory Commission (CSRC), greatly extending the scope of the earlier accord signed between the 
COB and the CSRC in 1998. This new agreement adds to the 36 assistance or cooperation 
agreements that the AMF (and before it, the COB) has signed since 1989 with its fellow regulators as 
part of information sharing initiatives, investigations and technical cooperation.  

The 7 December 2006 agreement reflects China’s growing interest in issues related to financial 
regulation as well as in the French asset management expertise. It is hoped that the initiative will 
foster exchanges between the two regulators on issues such as fund management, financial product 
marketing, the role of new market participants (institutional investors, pension funds, etc.), financial 
reporting, market supervision and regulation of financial intermediaries. The agreement states that 
cooperation will be stepped up through work placements, seminars, research visits and conferences 
involving staff from both regulators as well as market participants.  

As a first step, the AMF hosted a delegation from the CSRC and from the Chinese asset management 
industry in June 2007. A two-week training seminar informed participants about the regulatory 
environment for collective investment schemes in France. The discussions were taken up again during 
a three-day seminar in Beijing in October. At the seminar, an AMF delegation led by Michel Prada 
spoke to the Chinese financial community and senior CSRC staff about key regulatory issues covering 
investor education and information, and risk control in management firms. 

The chairs of the AMF and CSRC will decide on the broad outlines of the programmes in place on the 
occasion of the annual meetings. 

The AMF also provided training for a delegation from Vietnam. Participants included staff from the 
Vietnamese regulator as well as asset managers. 

The closer partnership that prompted the AMF to organise the Paris and Beijing training seminars in 
2007115 , and the success of both events, has established the principle of such initiatives.    

                                                 
113 Report on Administrative Measures and Sanctions available in Member States under the Market Abuse Directive (MAD) 
(07-693), available on the CESR website: http://www.cesr.eu/index.php?docid=4853. 
114 http://www.amf-france.org/affiche_page.asp?urldoc=alertes_membrescesr.htm. 
115 See above. 
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2 > Exchanges with foreign and European delegations 
In 2007, the AMF hosted five foreign delegations representing regulatory authorities and professional 
bodies from Japan, Quebec, Western Africa, Senegal and Vietnam. It organised discussions on areas 
of common interest and gave participants a chance to air their views and share hands-on experience 
of issues related to financial regulation. These exchanges took place as part of bilateral agreements 
with various regulators.  

The AMF also held bilateral meetings which it organised with members of other European regulators in 
the form of round tables, allowing participants to clarify their respective positions. These meetings are 
generally related to the work carried out by CESR, so their agenda usually covers topical issues. Five 
such meetings were held in 2007, involving the Belgian, Spanish, Luxembourg, German and Italian 
regulators. The discussions focused on the implementation of EU legislation, particularly MiFID and 
the Prospectus Directive.     

B – Multilateral cooperation 
1 > IOSCO’s European regional committee 
IOSCO is organised around four regional committees, one for each major geographic area. This 
allows members to explore common issues from the standpoint most relevant to their respective 
situations. The European regional committee offers its participants in general, and the AMF in 
particular, the added advantage of contact with lesser-known regulators. For instance, the participation 
of the Swiss Federal Banking Commission and regulatory authorities from the Channel Islands, 
Norway and Russia, gives the AMF an opportunity to discuss its views with important partners outside 
the well established framework of the European Union.  

IOSCO’s European regional committee met twice in October 2007 in Madrid. The first meeting was 
during the training seminar on IFRS transition, at which the AMF presented the European framework. 
At the second meeting, the committee dealt with IOSCO’s Principles and the practical application of 
the MMOU116. The AMF’s involvement in these discussions focused on the practical lessons to be 
learned from the activities of audit and investigation teams.  

In the same month, IOSCO organised an international conference in Madrid in partnership with the 
International Forum for Investor Education (IFIE), a non-profit organisation founded in 2003 by 
industrial professionals. As Chairman of IOSCO’s Technical Committee, Michel Prada gave the 
opening address at one of the sessions.  

2 > Institut Francophone de la Régulation Financière (IFREFI) 
The Institut Francophone de la Régulation Financière (IFREFI) was set up progressively by the COB 
from 2000 as a flexible framework for dialogue and cooperation. The IFREFI brings together financial 
market regulators that use French as a working language. In 2006, it created a website117 which raises 
its external profile while encouraging contact between members. Documentation used at past 
Chairmen’s meetings and training seminars is also available on the website. 

Since the signing of the founding charter in 2002,  the IFREFI has organised its sessions around the 
Chairmen’s meeting and the training seminar for the staff of market authorities. This was also the case 
in 2007. 

a) Chairmen’s meeting 

The Chairmen’s meeting provides the opportunity for a high-level exchange of views on recent 
developments in financial regulation and allows participants to give in-depth consideration to one topic 
of mutual interest each year.  

The 2007 meeting was held in Tunis at the invitation of the Tunisian regulator (CMF) and was 
attended by 14 delegations representing 27 countries and 13 financial markets118 (122). A preliminary 

                                                 
116 See below. 
117 See http://www.ifrefi.org. 
118 The following were represented: Belgium (CBFA), Bulgaria (FSC), Cameroon (CMF), the Central African Economic and 
Monetary Community (the CEMAC, which comprises five countries: Cameroon, Central Africa, Congo, Gabon and Chad), 
France (AMF), Luxembourg (CSSF), Moldavia, Morocco (CDVM), the Principality of Monaco, Quebec (AMF), Romania, 
Switzerland (CFB), Tunisia, and the West African Monetary Union (WAMU, which comprises eight countries: Benin, Burkina 
Faso, Guinea Bissau, Ivory Coast, Mali, Niger, Senegal and Togo). Algeria (COSOB) and Guinea Conakry (PBVG) were 
excused. 
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discussion of the regulatory progress made in each jurisdiction was followed by a presentation of 
IOSCO’s work and an update on recent international economic and financial developments. There 
was also a debate in which participants explored the subject of corporate governance based on the 
experience of regulators in developed and emerging countries.   

The meeting also provided the opportunity for the IFREFI to welcome its sixteenth member, the 
Bulgarian Financial Supervision Commission (FSC).   

b) Training seminar for the staff of market authorities 

These training seminars provide an opportunity to address in concrete and educational terms 
emerging or recurring technical issues which concern staff from market authorities. Three such issues 
were explored in Tunis by a number of round tables. Some ten presentations were given – mainly by 
senior regulatory personnel and heads of accounting and audit firms – followed by a series of 
discussions. These covered:  

> adoption of international accounting standards. A presentation was given on IFRS and the role of the 
IASB. The situation in different countries was examined in the light of legislative and regulatory 
constraints in the jurisdictions concerned;  

> audit quality in terms of financial regulation. Discussions touched on the relationship between 
regulators and auditors, and more generally the institutional frameworks in place;  

> corporate governance and internal control. This issue was examined from the angle of existing 
legislation as well as regulator expectations.  
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