
CHAPTER 2 

INTERNATIONAL COOPERATION AND 
REGULATION 

 
 
With financial markets and products extending their cross-border reach in 2006 and with con-
centration underway among market infrastructures and among market operators, the legal 
framework for financial regulation acquired an increasingly important European and interna-
tional dimension. 
 
Mindful that regulation-making is a complex process, the AMF regularly reviews its working 
methods in order to enforce the principles of market integrity, investor protection and informa-
tion transparency that guide its actions at all times. The AMF also seeks to deliver optimal 
conditions for participants in the French market to pursue their business activities amid globa-
lised competition. 
 
Accordingly, the AMF takes an active part in the work of the international organisations to 
which it belongs, including the Financial Stability Forum (FSF), the International Organization 
of Securities Commissions (IOSCO) and the Committee of European Securities Regulators 
(CESR). The AMF also works hard to convey its philosophy on financial regulation to the insti-
tutions of the European Union – the European Commission and Parliament – as well as to do-
mestic and international industry associations and research centres.  
 
 
1 > Contributing to the work of international organisations 
Several organisations work together at the international level to coordinate initiatives and debate on 
financial regulation issues.  

 
- The Financial Stability Forum (FSF) provides an overarching presence, supplying overall supervision 
and ensuring that international finance-related initiatives take a consistent approach. The FSF has 
stepped up its role as a venue for exchange and dialogue, and as a driver and coordinator of global 
policy on financial stability and market regulation. By acting as a meeting point for government bodies, 
supervisors and international organisations, the FSF makes it easier to coordinate participants' activi-
ties and encourages government authorities to take account of the work done by regulators.  
 
- The International Organization of Securities Commissions (IOSCO) focuses on financial markets re-
gulation. IOSCO sets the basic principles of financial regulation, and organises and strengthens inter-
national cooperation. The organisation has taken on added importance since a string of fraud-related 
failures in the early 2000s, which underscored the need to harmonise standards and foster coopera-
tion among regulators. 
 
- The Joint Forum, which comprises representatives from IOSCO, the Basel Committee and the Inter-
national Association of Insurance Supervisors (IAIS), provides a setting in which to discuss issues that 
affect the three sectors – banking, insurance and securities – in an effort to build a consistent overall 
approach. 
- At the regional level, the Committee of European Securities Regulators (CESR) comprises the mar-
ket regulators of the countries in the European Economic Area1. It provides advice to the European 
Commission and coordinates regulatory work to ensure harmonised and convergent implementation of 
EU legislation. Its activities, like those of the European Commission, follow the general principles es-
tablished by IOSCO. 

                                                 
1 The 25 Member States of the European Union + Norway and Iceland. 
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A > Financial Stability Forum 
Founded in the wake of the 1998 Asian crisis, the Financial Stability Forum comprises finance ministry 
representatives, central bank governors and the chairs of the securities, banking and insurance regu-
lators of the enlarged G8, along with representatives of international financial institutions and regulato-
ry groupings. Its main task is to monitor the global economic situation, with an emphasis on assessing 
the risks to financial stability. 

 
In 2006, Mario Draghi, Governor of the Bank of Italy, succeeded Roger W. Ferguson Jr as Chairman 
of the FSF. 
 
In terms of vulnerabilities in the international financial system, the FSF recognised that further work 
was needed to implement the recommendations of the Counterparty Risk Management Policy Group 
II, in particular in the area of transparency issues and operational risk in the credit derivatives busi-
ness. The FSF urged market intermediaries to strengthen their risk management practices, especially 
the projections and forecasts used for simulating crisis scenarios. It also encouraged further improve-
ments to the infrastructure of certain fast-growing market segments and, more specifically, stressed 
the importance of reliable pricing of illiquid or complex products. 
 
The FSF focused its actions in 2006 on important issues such as hedge fund regulation, greater regu-
latory effectiveness, international standard-setting practices, business continuity plans, and interna-
tional accounting and auditing standards. It also pursued its efforts to normalise relations with non-
cooperative jurisdictions. 
 
With regard to international standard-setting bodies, the FSF's website now presents the major ongo-
ing international regulatory initiatives, together with an implementation schedule. 
 
As regards business continuity planning, the FSF reiterated the importance of assessing well in ad-
vance the potential impacts of a crisis on financial systems, making business continuity plans for their 
own institutions, and improving channels for communication and coordination with other institutions. 
The FSF welcomed the publication of the Joint Forum's report Crisis Management, Business Continui-
ty in August. In November, the FSF and the UK regulator organised a joint workshop for national au-
thorities to share experiences and identify issues and gaps in cross-border communication. 
 
In the area of accounting and auditing, the FSF emphasised the importance of harmonising or con-
verging financial reporting standards at global level and eliminating restatement requirements. The 
FSF also stressed the importance of achieving consistent enforcement and interpretation of internatio-
nal accounting and auditing standards; it met with the International Accounting Standards Board 
(IASB), the International Federation of Accountants (IFAC) and the World Bank in February 2006 to 
discuss these issues. 
 
FSF members nevertheless expressed concern about recent incidents that raised questions about 
quality controls at global accounting firms and the fact that audit services for major companies are 
concentrated on the Big Four. To improve audit quality, the FSF set up the International Forum of In-
dependent Audit Regulators. In the accounting field, the Public Interest Oversight Board (PIOB) pu-
blished its first report in May 2006. 
 
Regarding non-cooperative jurisdictions2, the sub-group set up following the FSF's Tokyo meeting in 
2005 continued to take a close interest in the activities of the various international regulatory bodies 
and noted the progress made by IOSCO in its dialogue with identified jurisdictions.  
The AMF Chairman attended two FSF meetings in 2006 in his capacity as Chairman of IOSCO's 
Technical Committee.  

                                                 
2 See 2005 annual report 
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B > International Organization of Securities Commissions (IOSCO) 
Formed in 1983, IOSCO now has 180 members (108 ordinary members, 62 affiliate members and 10 
associates). The Presidents' Committee has plenary authority and adopts the organisation's resolu-
tions and strategic decisions. 

 
The Executive Committee runs IOSCO on a day-to-day basis, based on the guidance of the Presi-
dents' Committee. The Executive Committee is chaired by Jane Diplock, Chair of the New Zealand 
Securities Commission, and its Vice Chairman is Shang Fulin, Chairman of the Chinese Securities 
Regulatory Commission. 
 
The Technical Committee is made up of 15 authorities that regulate some of the world's larger, more 
developed and internationalised markets. It reviews the main issues affecting the international regula-
tion of securities and derivatives markets and formulates standards or recommendations in response 
to these issues. Michel Prada is currently Chairman of the Committee for a term of two years, while 
Roel Campos, a Commissioner of the US Securities and Exchange Commission, acts as Vice Chair-
man.  
 
The Technical Committee comprises five Standing Committees: 
 
- SC1 – Multinational Disclosure and Accounting 
 
- SC2 – Regulation of Secondary Markets 
 
- SC3 – Regulation of Market Intermediaries 
 
- SC4 – Enforcement and Exchange of Information 
 
- SC5 – Investment Management (currently chaired by the AMF). 
 
The Technical Committee has also set up task forces to address specific topics, including audit and 
corporate governance (board independence, protection of minority shareholders). 
 
In 2006, the Technical Committee reviewed its methodology for setting up its work programme with the 
aim of identifying priority issues to take forward. Priorities will be identified on the basis of work carried 
out by the Standing Committees as well as the opinions of Technical Committee members. As a result, 
the Technical Committee published in February 2007 a first work programme aimed at establishing a 
constructive dialogue with industry on key issues that need to be addressed in its work on international 
financial markets.  
 
The Emerging Markets Committee is in charge of promoting and improving the efficiency of emerging 
securities and derivatives markets, by establishing standards, organising training programs for the 
staff of member-regulators, and transferring technology and expertise. The Chairman of the Commit-
tee is Meleveetil Damodaran, Chairman of the Securities and Exchange Board of India, and its Vice 
Chairman is Bassam K. Saket, Chairman of the Jordan Securities Commission. 
 
In 2006, IOSCO continued to pursue the strategic plan adopted at its annual conference in Colombo in 
2005, which aims to achieve full adoption of the Multilateral Memorandum of Understanding (MMOU) 
by all IOSCO members by 2010. The strategy involves developing training programmes for emerging 
markets in an effort to enforce international standards more stringently.  
 
C > Joint Forum 
The Joint Forum comprises representatives from IOSCO (securities), IAIS (insurance) and the Basel 
Committee (banking). 

 
In 2006, the Joint Forum issued a report entitled Regulatory and Market Differences: Issues and Ob-
servations, which analyses differences in the regulatory approaches to risk across the securities, in-
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surance and banking sectors, mainly from the standpoint of prudential regulation and internal control. 
The Joint Forum also published a report entitled High-level Principles for Business Continuity.  
During the year, the Joint Forum began discussions on “risk concentration management” at interme-
diaries. The initial phase of the project will look in detail at how risk concentration is defined and un-
derstood, while the second phase will consider the procedures used by firms in various sectors to ma-
nage this risk and the degree to which these procedures converge. 
 
The Forum also continued its mandate to analyse the rules governing financial product marketing in 
each sector, especially “Know Your Customer” requirements and the obligation to ensure that financial 
advice is suited to the customer's investment profile and objectives. The first phase in the mandate 
involved a study of the differences in each sector. 
 
D > Committee of European Securities Regulators (CESR) 
The AMF is represented in all of the committee's standing working groups, including two for which it 
acts as chair. Two AMF members of staff have also been seconded to CESR.  

 
At the end of 2005, CESR appointed Michel Prada to chair its Priorities Task Force, set up to make 
the proposals needed to move CESR forward. To date, CESR has been closely involved with the Eu-
ropean Commission in preparing directives and is now pursuing closer dialogue with its members in a 
bid to promote convergent and harmonised implementation of new European Union legislation. In 
spring 2006 the task force presented its conclusions, outlining an approach designed to encourage 
discussions between the operational departments of CESR members about the practical difficulties of 
implementing directives, in particular in the case of cross-border transactions or services. Still on this 
issue, the AMF Secretary General chaired an expert group mandated to formulate Level 3 guidelines3 
in connection with disclosure requirements under the Prospectus Directive.  
 
The task force also recommended strengthening CESR's role in assessing the convergence of regula-
tory practices. Following on from this, the AMF was asked to prepare a paper defining the remit and 
powers of the Review Panel.  
 
The report also sets out a series of criteria for establishing a work programme that addresses regula-
tory priorities in Europe. 
 
The regulators' aim is to create a common regulatory culture, in response to the conclusions published 
by Ecofin in May 2006. AMF Chairman Michel Prada was asked to chair a group of representatives 
from the three Level 3 committees (CEBS4, CEIOPS5 and CESR) charged with studying the feasibility 
of developing cross-sector training programmes for all financial regulators and supervisors in Europe. 
A common steering committee was set up in the first quarter of 2007.. 
 
E > Relations with EU institutions 
The AMF works alongside the Directorate General for the Treasury and Economic Policy (DGTPE), 
and other French regulators to convey France's conception of financial regulation to the EU institutions 
(European Commission and Parliament) and industry associations. 

 
Through its multiple contributions to the work of the Commission in areas such as company law, cor-
porate governance, post-trade competition and asset management, the AMF has been able to estab-
lish a regular dialogue with representatives of European institutions and MEPs. Furthermore, the AM-
F's report on the assessment of the Financial Services Action Plan acknowledged the success of the 
Lamfalussy Process. And in July 2006 the AMF submitted a detailed response to the reports published 
by the expert groups appointed by the Commission. 
 
                                                 
3 The Lamfalussy Process is based on a three-level regulatory approach: Level 1 consists of framework directives or regulations 
adopted by the European Parliament and Commission; at Level 2, the Commission prepares and adopts the technical imple-
menting measures; while at Level 3, special European committees (CESR, CEBS and CEIOPS) known as Level 3 committees 
are tasked with harmonising Level 1 and Level 2 measures. 
4 Committee of European Banking Supervisors. 
5 Committee of European Insurance and Occupational Pensions Supervisors. 



Important: The following English text is a translation of extracts from the French version of the 2006 annual Report. Only the original 
French text has any legal value. The AMF expressly disclaims all liability for any inaccuracies in the translation. 
 

5 

The AMF's close ties with the European Commission were in evidence when Charlie McCreevy, Euro-
pean Commissioner for Internal Market and Services, attended its annual conference on 30 November 
2006. Commissioner McCreevy spoke about the challenges that lay ahead for the French financial 
community.  
 
In 2006, the European Parliament's Committee on Monetary and Economic Affairs heard representa-
tions from the AMF Chairman (in his capacity as Chairman of IOSCO's Technical Committee), toge-
ther with Jacques Delmas-Marsalet, a member of the AMF Board and author of a report on the marke-
ting of financial products.  
 
The AMF also stepped up its bilateral discussions with its key counterparts in an attempt to establish a 
common position ahead of discussions with EU institutions.  
 
One-day workshops were organised on the AMF's initiative with the regulatory authorities in the UK, 
Luxembourg and the Netherlands. The participants reviewed topics of common interest being discus-
sed at the level of the EU and looked closely at the organisation of financial markets and asset mana-
gement firms in various countries. The divergent positions expressed in international forums are often 
due to national particularisms, and a consensus is more easily built by gaining a better understanding 
of the domestic challenges facing our partners.  
 
Discussions with the UK Financial Services Authority (FSA) focused on issues relating to the imple-
mentation of the Markets in Financial Instruments Directive and Transparency Directive as well as 
changes in the regulatory environment for asset management firms. The main topic of talks with the 
Netherlands' Autoriteit Financiële Markten (AFM) was collective investment products and investor in-
formation, while exchanges with the Luxembourg Commission de Surveillance du Secteur Financier 
(CSSF) looked at models for operational supervision.  
 
F > Cooperation with Euronext regulators 
Following the announcement on 4 August 2006 of the planned merger between the New York Stock 
Exchange (NYSE) and Euronext, the Chairmen's Committee of the College of Euronext Regulators set 
up an internal task force to review the merger plan. This resulted in the signing of a Memorandum of 
Understanding on 25 January 2007 (see Chapter IV of this report for further details). 
 
2 > Cooperation in financial reporting, accounting and audit issues 
A > IOSCO's work on prospectuses for cross-border issues of 
bonds for retail investors 
In 2005, IOSCO's Standing Committee No. 1 (SC1) finished the first draft of its report International 
Disclosure Principles for Cross-Border Offerings and Listings of Debt Securities by Foreign Issuers. 
Following a consultation process, the paper was redrafted to take account of respondents' comments, 
and the new version was approved by the Technical Committee in February 2007. 

 
The principles apply only to prospectuses drawn up in relation to plain vanilla debt securities which are 
marketed to retail investors in a cross-border transaction and for which the issuer has applied for lis-
ting on a regulated market other than its home country market. 
 
The principles should be used as a basis for the recognition of a prospectus prepared by an issuer 
from a country outside the European Union, as set out in Article 20 of the Prospectus Directive, provi-
ded that the disclosure requirements are at least equivalent to the requirements under the directive.  
These principles represent a follow-up project to the standards for equity securities prepared by 
IOSCO in September 1998.  
 
The contents of IOSCO's proposed prospectus differ in some respects from the contents specified in 
Regulation 809/2004/EC of April 29 2004 for a prospectus prepared within the scope of Directive 
2003/71/EC. In particular, IOSCO calls for more comprehensive information including: 
 
- a statement of capitalisation and indebtedness; 
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- information about the issuer's short-term and long-term liquidity that can be used to meet its obliga-
tions; 
 
- information about any conditions that may lead to the use or availability of the company's liquidity to 
be materially restricted; 
 
- information about related party transactions; 
 
- information about the issuer's research policies, the extent to which the issuer is dependent on li-
censes, and real property assets (plant, commercial premises, etc.).  
 
The number of years for which accounts should be provided is left to the discretion of national regula-
tors. 
 
B > Prospectus Directive 
The Prospectus Directive was published in the Official Journal of the European Union on 
31 December 2003 and transposed into French law by the Economic Confidence and Modernisation 
Act no. 2005-842 of 26 July 2005 (the Breton Act). The amendments to the AMF General Regulation 
arising from transposition of the Prospectus Directive were approved by executive order on 1 Septem-
ber 2005 and came into force on 9 September 2005. 

 
CESR set up the Prospectus Contact Group, composed of member-regulators, in September 2005 to 
ensure that the passport procedure functions effectively and that the directive is implemented consis-
tently within each EU Member State. 
 
Chaired by the AMF, the group met three times in 2006. It helped establish a first set of common posi-
tions on various issues related to the directive and its implementing regulation. These were posted on 
the CESR's website on 18 July 2006 in the form of FAQs6. The common positions, which have proved 
useful to numerous industry professionals, offer a number of clarifications, in particular as regards: 
 
- the scope of the directive (treatment of bonus issues and options granted to employees of listed 
companies, calculation of the €2.5 million threshold, exemption from the requirement to prepare a pro-
spectus for equities resulting from the conversion or exchange of financial instruments); 
 
- the contents of the prospectus (accepted languages of the documents incorporated by reference, 
order of the information in the prospectus, procedures applicable to certain types of financial instru-
ments, presentation of historical financial information, inclusion of profit forecasts and interim financial 
information); 
 
- identification of the competent authority for listed companies having their registered office in a third 
country. 
 
On 16 February 2007, the FAQs were updated with a number of newly agreed common positions. 
These are mainly related to: 
 
- the publication of a prospectus in the host Member State; 
 
- further details regarding historical financial information of issuers that have been operating for less 
than one year; 
 
- identification of the entity responsible for translations of passported prospectuses; 
 
- the interpretation of the exemption to prepare a prospectus for the listing of securities resulting from 
the conversion or exchange of other financial instruments; 
 
- updating the prospectus and validity. 
 
                                                 
6  Ref.: CESR/06-296d. 
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Alongside these discussions, the Prospectus Contact Group also plays an active role in the exercise 
organised by the European Commission and CESR to assess the implementation of the directive. It 
provides statistical information such as the number of prospectuses approved by each competent au-
thority and the number of passports received and notifications sent to other competent authorities. 
 
C > Transparency Directive 
Directive 2004/109/EC dated 15 December 2004 of the European Parliament and of the Council on 
the harmonisation of transparency requirements in relation to information about issuers whose securi-
ties are admitted to trading on a regulated market was published in the Official Journal of the Euro-
pean Union on 31 December 2004. The directive came into force on 20 January 2005, and Member 
States have until 20 January 2007 to transpose the legislation into national law.  
 
1 > About the directive 
By harmonising periodic and ongoing disclosure requirements for issuers of financial instruments tra-
ded on a regulated market, the directive rounds out the framework created by the Market Abuse and 
Prospectus Directives. It also harmonises reporting requirements for major holdings. 

 
The Transparency Directive is based on minimum harmonisation, meaning that home Member States 
may impose additional requirements on issuers and shareholders under their jurisdiction. 
 
The directive defines regulated information as covering the following: 
 
- information to be disclosed by issuers under the Transparency Directive;  
 
- additional information required by home Member States; 
 
- inside information to be disclosed under the Market Abuse Directive. 
 
2 > Publication of regulated information 
The directive sets out three conditions governing disclosures. Regulated information must be: 
 
- disseminated by issuers using media that can be relied upon for the effective dissemination of infor-
mation throughout the European Union (Art. 21). Issuers must take active steps in this regard, and not 
merely post the information on the company's website; 
 
- filed with the competent authority of the home Member State (Art. 19); 
 
- sent to the official mechanism for the central storage of regulated information (Art. 21), which each 
home Member State is required to put in place (Art. 21).  
 
Other information, such as on draft amendments to instruments of incorporation or statutes, must also 
be provided to the competent authority of the home Member State (Art. 19). 
 
3 > Implementing the directive 
a) Implementing measures 
For the directive to be applied, the Commission has to adopt implementing measures based on the 
advice provided by CESR, and the directive and its accompanying measures have to be transposed 
into French law. 
 
As part of the process of preparing the implementing measures, the Commission asked Member Sta-
tes to review a draft directive containing measures to implement the Transparency Directive7. Prepa-

                                                 
7 Draft Commission Directive laying down detailed rules for the implementation of certain provisions of Directive 2004/109/EC 
on the harmonisation of transparency requirements in relation to information about issuers whose securities are admitted to 
trading on a regulated market. To date, this project has resulted in Directive 2007/14/EC of 8 March 2007, which was published 
in the Official Journal of the European Union on 9 March 2007 (L. 69/27). 
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red on the basis of formal advice provided by CESR on 30 June 2005, and to which the AMF contribu-
ted, the draft deals with implementing measures for major holdings, dissemination of regulated infor-
mation, auditor reviews of half-yearly financial statements and equivalence requirements.  
 
In 2006, various preliminary drafts were submitted to the European Securities Committee (ESC) for 
discussion, with the aim of compiling the views of each member, including CESR and the AMF, to-
gether with the Directorate General for the Treasury and Economic Policy (DGTPE). The draft imple-
menting measures were voted by the ESC at its meeting of 17 November 2006 and then sent to the 
European Parliament, which exercised its right of scrutiny. The implementing measures were publis-
hed in the Official Journal of the European Union on 9 March 2007 and Member States have a period 
of one year from the date of publication to transpose the provisions of the directive into national law. 
 
These measures provide additional clarifications regarding: 
 
- the choice of the home Member State; 
 
- the minimum content of financial statements; 
 
- major related parties' transactions; 
 
- maximum length of the usual “short settlement cycle”; 
 
- control mechanisms by competent authorities as regards market makers; 
 
- calendar of trading days; 
 
- shareholders and natural persons or legal entities required to make the notification of major holdings; 
 
- circumstances under which the notifying person should have learned of acquisition or disposal; 
 
- conditions of independence to be complied with by management companies and their parent under-
takings to benefit from the exemption to the aggregation of holdings; 
 
- types of financial instruments for which notification is required; 
 
- minimum standards for the dissemination of regulated information (Art. 21); 
 
- equivalent requirements for third countries. 
 
Under a new mandate from the Commission, on 6 July 2006 CESR published advice on systems for 
storing regulated information at the Member State level and on filing this information by electronic 
means with the competent authorities. CESR is expected to publish a series of draft recommendations 
regarding minimum standards for the storage of regulated information in summer 2007. 
 
b) Transposing the directive into French law  
The directive was transposed by the Breton Act of 26 July 2005, which refers to the AMF General Re-
gulation as regards certain implementation measures. In 2006 the AMF prepared several draft 
amendments to the General Regulation, which were put out to consultation between February and 
April (first draft amendments) and between July and September (second draft amendments), to gather 
the views of the industry professionals and public stakeholders. Following their presentation to the 
consultative commissions and their subsequent adoption by the Board, the draft amendments to the 
General Regulation were finally endorsed by two executive orders of the Minister for the Economy, 
Finance and Industry, one dated 18 September 2006 and published on 28 September 2006, and the 
other dated 4 January 2007 and published on 20 January 2007. 
 
The revised General Regulation endorsed on 4 January 2007 defines regulated information and sets 
out the conditions for disseminating financial information in the print media. Issuers are deemed to 
have duly fulfilled the disclosure requirement when information has been transmitted to a primary in-
formation provider registered on an AMF list. 
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Provisions regarding the implementation of a central storage mechanism will be transposed into na-
tional law as soon as the Commission has adopted the relevant implementing measures.  
 
c) Launch of Level 3 measures 
Work on Level 3 measures is due to begin in 2007, with input from the AMF's departments. Under the 
Lamfalussy Process, these measures are designed to promote convergent implementation of the di-
rective and its accompanying regulation by supervisory authorities within the European Economic 
Area. 
 
D > Credit rating agencies 
1 > The AMF's report on credit rating agencies 
Under the Financial Security Act of 1 August 2003, the AMF is responsible for “publishing an annual 
report on the role of rating agencies, their ethical rules, the transparency of their methods and the im-
pact of their activities on issuers and the financial markets”. Pursuant to this obligation, the AMF pu-
blished its third report on credit rating agencies on 27 January 2007.  
 
After an introductory section describing the French and international context in which rating agencies 
operate, Part I of the report reviews the French market in long-term financial rating of corporate is-
suers and structured finance, providing an essentially statistical and descriptive update of the informa-
tion presented in the 2004 and 2005 reports. The main point to note is that the number of rated French 
companies is up by 5% on 2005, to 353. An analysis by corporate group shows that the industrial sec-
tor dominates, with almost 45% of the ratings. The average rating of French companies tends to be 
centred on medium to low risk (93% of issuers are awarded “non-speculative” ratings). However, a 
slight worsening of this distribution can be observed, partly because newly-rated entities in 2005 fell 
into "medium" categories.  
 
The updates to the information provided in the 2005 report on structured financing show that while the 
French securitisation market – defined on the basis of asset nationality – declined 11% to €10.8 billion 
in 2005, the value of the transactions handled by French arrangers throughout Europe practically dou-
bled to €39.7 billion in 2005 versus €21.3 billion in 2004. As in 2005, mortgage backed securities 
(MBS) were the largest category in terms of amounts, while collateralised debt obligations (CDO) 
made up the bulk of transaction numbers. CDO ratings appear to be more volatile than the ratings as-
signed to other structured finance transactions. 
 
In Part II of its 2006 report, the AMF looks at the way in which investment funds and management 
companies are rated, and identifies three different approaches: 
 
- fund ratings measure the credit quality of the portfolio (money market and bond funds only), associ-
ated with a performance volatility rating; 
 
- asset management quality ratings evaluate either the fund manager (globally or for a specific activity) 
or the fund itself; 
 
- quantitative fund performance ratings, or “star” ratings, evaluate past performances of a given fund 
based on criteria specific to each rating agency. This method applies only to funds with a track record 
of at least three years. 
 
Credit and management quality ratings are solicited and directly paid for by the management com-
pany, unlike “star” ratings. 
 
Three credit rating agencies are active in credit and management quality ratings in France, although 
the market remains largely underdeveloped. Rules governing the handling of ethical issues and 
conflicts of interest are similar to those applicable to corporate ratings.  
 
The five rating agencies assigning so-called “star” ratings have each developed their own methodol-
ogy for classifying funds and evaluating performance. This makes it particularly difficult to compare 
ratings. Furthermore, as past performances are often presented over three years, they are generally 
not aligned with the investment period recommended by certain funds or with the investment horizons 
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of long-term investors. According to the rating agencies surveyed, “star” ratings do not incur com-
pliance risk, because management companies do not pay for them directly. However, some rating 
agencies provide other services, such as the sale of software, database access and performance ana-
lyses, which create financial ties with the companies whose funds are being rated.  
 
2 > European and international initiatives  
In March 2006, the European Commission indicated that no new legislation was planned for the credit 
ratings industry. The Commission's position was based on the view that self-regulation by market par-
ticipants, as described in the Market Abuse Directive and in the Code of Conduct Fundamentals adop-
ted by the IOSCO Technical Committee on 4 December 2004, provided an appropriate response to 
the issues raised by the European Parliament in its Resolution of February 2004. In May 2006, the 
Commission gave CESR a new mandate to (i) review the extent to which agencies have incorporated 
the IOSCO Code into their own codes of conduct, (ii) assess the agencies' enforcement of their codes 
in their daily practice, and (iii) compile the views of rating professionals on implementation.  
 
In a report published in January 2007, CESR concludes that Dominion Bond Rating Service Limited, 
Fitch Ratings, Moody's and Standard & Poor's largely adhere to the IOSCO Code, both in form and in 
content, in their in-house codes of conduct. However, the report identifies some areas where the ap-
proaches adopted by the agencies diverge from those set out in the IOSCO Code and appeals to 
IOSCO to provide certain clarifications in this regard. 
 
Earlier, in January 2006, the Committee of European Banking Supervisors (CEBS) published a series 
of guidelines for a common approach to the recognition of external credit assessment institutions 
(ECAIs) across Europe. These guidelines were issued ahead of the expected early-2007 implementa-
tion within the European Economic Area of the directives transposing the new international capital re-
quirements established by the Basel Committee in June 2004. In August, CEBS announced that after 
an informal evaluation process, the competent authorities in Europe had agreed to recognise Fitch 
Ratings, Moody's Investors Service and Standard & Poor's Ratings Services as ECAIs.  
 
On an international scale, in April 2006 IOSCO began examining the codes of conduct published by 
some thirty credit rating agencies of different sizes and from different areas to determine whether 
there were any recurring differences between the measures in these codes and the provisions of the 
IOSCO Code. Any differences in the way that the IOSCO Code was interpreted in each agency's code 
were also analysed. IOSCO's findings were included in a report put out to public consultation on 
14 February 2007. 
 
In the USA, the Credit Rating Agency Reform Act of 2006 came into force on 29 September. This re-
places the SEC accreditation system for rating agencies applying for Nationally Recognized Statistical 
Rating Organization (NRSRO) status with a system whereby agencies are required to register with the 
SEC. Under the Act, the SEC is empowered to monitor the agencies it recognises, to sanction abusive 
practices and to receive periodic financial information from these agencies. On 2 February 2007, the 
SEC put out to public consultation a draft of the measures it planned to adopt in order to implement 
the legislation.  
 
In France, the AMF's 2006 annual report on credit rating agencies looked at the conclusions drawn by 
the agencies A.M.Best, Fitch, Moody's, Standard & Poor's and Dominion Bond Rating Service Limited 
regarding implementation of IOSCO principles in their codes of conduct. The AMF also questioned the 
agencies about any adjustments or changes they might have made to their organisation or policies 
and procedures for the purpose of implementing the IOSCO Code. The reports published by the 
agencies are a useful yardstick for measuring the initiatives, developments and adaptations over the 
past year and are a source of information on the daily enforcement of their codes of conduct. Policy 
explanations and clarifications provided in the agencies' reports, notably in the fields of unsolicited ra-
tings and ancillary services, underscore the need for further joint discussions on these matters. These 
two issues were also discussed in CESR's report on rating agencies published in January 2007. 
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E > Accounting and audit issues 
1 > New directives to be transposed 
Two major directives adopted in 2006 are due to be transposed into French law in 2008, namely the 
Eighth Directive on statutory audits, and the amendments to the Fourth and Seventh Directives provi-
ding for an updated accounting framework.  
 
a) Amended Eighth Directive8  
Directive 84/253/EEC, known as the Eighth Directive, deals with the approval of persons responsible 
for carrying out statutory audits of accounting documents. The project to modernise the directive, 
launched in March 2004, set out to considerably broaden the scope of existing European legislation in 
terms of the accountability, independence, and professional ethics of statutory auditors. The new di-
rective introduces stricter public oversight of the audit industry in Member States. The new directive, 
2006/43/EC, was published in the Official Journal of the European Union on 9 June 2006 and is due to 
be transposed by 29 June 2008 at the latest.  
 
The new measures are designed to enhance investor confidence in the functioning of EU capital mar-
kets and will provide a basis for enhanced cooperation between oversight bodies in Member States 
and third countries for statutory audits of international groups. 
 
The main amendments to the directive are summarised below: 
 
- Statutory auditor and audit firm: these notions are defined separately and clearly. 
 
- Public interest entities: Firms that carry out audits of the statutory or consolidated financial state-
ments of public interest entities are required to publish an annual “transparency report” that includes a 
description of their legal structure, composition of capital, date of most recent quality assurance re-
views, policies on continuing education and a breakdown of fees received by type of services. Audit 
firms belonging to a network must provide a description of its legal and structural arrangements. Each 
public interest entity must have an audit committee responsible for monitoring the financial reporting 
process, internal control systems and statutory audit arrangements. The audit committee also verifies 
auditor independence. 
 
- Registration: Member States must ensure that each statutory auditor and audit firm is identified in 
an electronic public register and that the registration information is kept up to date. The register must 
include information on network membership. It is due to come into use by 29 June 2009 at the latest. 
 
- Independence: The auditor/audit firm must be independent from the audited entity and in no way 
involved in the entity's decision-making processes. 
 
- Quality assurance and auditing standards: At least every six years, statutory auditors and audit firms 
are subject to an independent quality assurance review by a competent public oversight body. Fur-
thermore, statutory audits must be carried out in accordance with international auditing standards 
adopted by the Commission. 
 
- Investigation and penalties: Member States must organise an effective system of investigation. Pe-
nalties must be proportionate and dissuasive and will be disclosed to the public. 
 
- Public oversight: The directive sets out principles for ensuring that oversight is transparent and in-
dependent. 
 
- Appointment, dismissal and resignation: Procedures for appointing statutory auditors or audit firms 
seek to ensure that the auditor or firm is independent from the governing or management bodies of the 
audited entity. The statutory auditor or audit firm can be dismissed only where there are proper 

                                                 
8 Eighth Council Directive of 10 April 1984 based on Article 54 paragraph 3 point g) of the EEC treaty concerning persons re-
sponsible for the statutory audit of accounting documents. 
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grounds. The reasons for dismissal and resignation must be disclosed to the responsible public over-
sight authorities. 
 
- Competent authorities: Member States must designate competent authorities responsible for ap-
proval, registration, quality assurance, inspection and discipline. The authorities may have to ex-
change information as part of an enhanced cooperation procedure. All persons who work or have wor-
ked for competent authorities are bound by a professional secrecy obligation. 
 
- International aspects: Auditors and/or audit firms from third countries that issue audit reports in rela-
tion to securities traded on a regulated market of a Member State must be authorised by the State's 
competent authorities and be subject to its systems of oversight, quality assurance, and investigation 
and penalties. Only auditors or audit firms that meet quality criteria equivalent to the directive may be 
registered. These requirements do not apply to audit firms from a third country with an equivalent 
oversight system, provided they have undergone a quality assessment review during the three pre-
vious years. 
 
- Fees: Member States must see to it that audited companies disclose information about the fees 
charged for their audits and that such fees are neither determined nor influenced by the provision of 
ancillary services. 
 
b) Modernisation of accounting directives  
A project to modernise the Fourth and Seventh Directives defining the general accounting framework 
applicable in the European Union (accounting policies, financial statements) began in October 2004. 
The final version of Directive 2006/46/EC was adopted by the European Parliament and Council on 
14 June 2006 and was published in the Official Journal of the European Union on 16 August 2006.  
 
This new directive, which is part of the European Action Plan to modernise company law and enhance 
corporate governance, amends Directives 78/660/EEC and 83/349/EEC on the annual and consolida-
ted accounts of certain types of companies; Directive 86/635/EEC on the annual and consolidated ac-
counts of banks and other financial institutions, and Directive 91/674/EEC on the annual and consoli-
dated accounts of insurance undertakings. These new measures were taken with the aim of improving 
public confidence in financial information provided by companies, without placing additional adminis-
trative burdens on them.  
 
The directive introduces a number of important provisions:  
 
- Members of the administrative, management and supervisory bodies of the company are collectively 
responsible for preparing and issuing annual and consolidated accounts and management reports. 
 
- The directive increases the transparency of financial information on related party transactions and 
off-balance sheet arrangements. It requires companies to publish (i) the amounts transacted between 
related parties and the nature of their relationship, and (ii) the nature, corporate purpose and financial 
impact of any off-balance sheet transactions. 
 
- Companies whose securities are admitted to trading on a regulated market and which have their reg-
istered office in the Community are required to publish an annual corporate governance statement as 
a specific and clearly identifiable section of the annual report. The statement should provide, in parti-
cular, “a description of the main features of any existing risk management systems and internal 
controls in relation to the financial reporting process”. 
 
Directive 2006/46/EC must be transposed into the national law of each Member State by 5 September 
2008 at the latest. 
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2 > Consistent interpretation and enforcement of IFRS 
a) IOSCO Standing Committee on IFRS Interpretation & Enforcement (SC1) 
The primary goal of the IOSCO SC1 Sub-Committee on Interpretation & Enforcement of IFRS is to 
help ensure that IFRS are construed and applied consistently in affected jurisdictions. In a clear sign 
of how determined regulators are to pursue this objective, in October 2005 IOSCO published a media 
release announcing that regulators would share their decisions on IFRS interpretation and enforce-
ment. A database is to be set up to facilitate the process by cataloguing IFRS-related decisions. This 
will provide a reference source for input to future regulatory decisions, echoing an initiative already 
taken by the European regulators that belong to CESR-Fin. Individual arrangements have also been 
set up between IOSCO members and its General Secretariat with the aim of setting the conditions for 
using this database. Accounting supervisors who are not IOSCO members will be able to access the 
database subject to a specific approval procedure. Decisions taken by European regulators and cata-
logued in the CESR-Fin database will be transferred automatically to the IOSCO database. 
 
This system was fine-tuned and tested throughout 2006 and went live on 19 January 2007. 
 
b) CESR-Fin statement on the use of accounting options 
The change in the accounting framework for the consolidated accounts of European companies 
whose securities are listed on a regulated market is a major event to which European regulators have 
devoted their full attention since 2000. 
 
For most issuers, the 2005 consolidated accounts were the first set of annual financial statements 
prepared under IFRS. Keenly aware that this first experience would be crucial for the market, Euro-
pean regulators released a public statement on 12 January 2006 emphasising the importance of clear 
and transparent disclosure on the use of accounting options9.  
 
The statement has a dual objective: to remind European issuers of the importance of clear and trans-
parent disclosures regarding the implicit or explicit use of accounting options, and to alert users to the 
fact that the presence of options could affect comparability between different issuers, making it impor-
tant to consider all accounting policy disclosures carefully. 
 
Paragraphs 108 et seq. of IAS 1 on the presentation of financial statements require reporting entities 
to disclose a summary of significant accounting policies. This summary should include all the informa-
tion needed to understand the options used. 
 
CESR identified four specific situations where options are available10: 

 
1. in the endorsed IFRS themselves. In particular, IFRS 1 on first-time adoption of IFRS includes 
no fewer than 12 optional exemptions, over and above the obligatory exceptions. In this case, the 
standards include disclosure requirements, notably on the use of options; 
 
2. under some accounting treatments that are not specifically dealt with under IFRS, such as 
accounting for service concession arrangements, emission rights and puts on minority interests. In this 
situation, it is important for issuers to provide disclosure on the policy adopted, following the order of 
seniority given for sources of policy guidance by IAS 8 on accounting policies;  
 
3. as part of the European Commission's carve-out of IAS 39 on recognition and measurement 
of financial instruments. Some of the provisions of IAS 39 on the treatment for portfolio hedging have 
not been made mandatory. In consequence, some companies will apply all the IAS 39 provisions while 

                                                 
9 The statement entitled "CESR reminds issuers and investors about the importance of clear and transparent disclosure on the 
use of any options made available by applicable financial reporting standards" is posted on the CESR website: http://www.cesr-
eu.org. 
10 The AMF discussed a number of the issues raised by the CESR statement in an article entitled "Les points relevés par l'AMF 
à l'occasion des premières communications sur la transition aux IFRS", which was posted on the CESR website on 7 December 
2005 and published in the December 2005 monthly review. 
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others will make use of mechanisms created as part of the carve-out. CESR stresses the need for all 
issuers to be transparent in explaining their policies; 
 
4. the obligatory time-lag between the issue of a standard and its adoption by the EU may also 
create “options”. The European Commission said in a 30 November 2005 statement that regulations 
endorsing IFRS published in the Official Journal and entering into force after the balance sheet date 
but before the date the financial statements are signed can be used by companies where early appli-
cation is permitted in the Regulation and the related IFRS. Here again, it is important for issuers to 
provide disclosure if they choose to apply standards early. 
 
3 > International harmonisation of auditing standards 
a) IOSCO Standing Committee 1 (SC1) 
SC1 also works to promote international auditing standards and audit independence, monitoring the 
activities of the IAASB11 and the IESBA12. Three members of SC1 participate in the IAASB's Consulta-
tive Advisory Group and four of its representatives attend meetings of the Consultative Advisory Group 
chaired by the IESBA. 
 
In 2006, SC1 pursued its efforts in this field. In particular, the Standing Committee: 
 
- prepared a response to the IAASB consultation on improving the clarity of auditing standards. The 
aim of this major project is to establish a clear-cut distinction in auditing standards between procedu-
res that are required in all audits and presumptive requirements from which an auditor may depart if it 
implements alternative procedures that it considers will reach the same standard. SC1 expressed 
support for the project, with the double proviso that the IAASB should limit the use of presumptive re-
quirements and avoid jeopardising the aim of protecting the public interest, which applies when audi-
ting the financial statements of any publicly listed company. At the beginning of 2006, four standards 
drafted in accordance with these new rules were published further to comments from IOSCO. At the 
end of 2006, the IAASB put seven revised auditing standards out for consultation, while a further 21 
exposure drafts are due to be published in 2007. These 28 standards are expected to be approved in 
October 2008. 
 
- analysed the conditions under which the regulator will adopt or otherwise recognise International 
Standards on Auditing. This process began in October 2006 and will continue throughout 2007; 
 
- looked at the concentration of audit firms at the worldwide level and the potential impact on audit 
quality. The current oligopoly of the Big Four needs to be closely monitored, and the conditions in 
which major firms conduct their audits must be analysed; 
 
- monitored the work carried out by the IESBA, particularly the proposed modifications to the code of 
ethics published in December 2006. 
 
Besides providing technical assistance for the preparation of auditing standards, IOSCO set up two 
task forces, one dealing with auditor independence and the other with problems arising from the con-
centration of audit firms. 
 
IOSCO also chairs the Monitoring Group of Regulators, which brings together members of the Basel 
Committee, the IAIS and the World Bank. The Monitoring Group set up a Public Interest Oversight 
Board (PIOB) composed of independent members and tasked with overseeing the integrity of stan-
dard-setting processes at the special committee of the International Federation of Accountants (IFAC). 
 
The AMF, which plays an active role in these initiatives, welcomed the European Commission's deci-
sion to attend these meetings as an observer. It also supported the creation of the International Forum 
of Independent Audit Regulators (IFIAR), which has established a close relationship with the Monito-
ring Group and the PIOB. 

                                                 
11  International Auditing and Assurance Standards Board (IAASB). 
12  International Ethics Standards Setting Board for Accountants (IESBA). 
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b) CESR-Fin 
The permanent groups working under the auspices of CESR-Fin have been reorganised, and the Au-
dit Task Force disbanded. CESR-Fin monitors developments in the field of auditing standards through 
project groups, which are set up as necessary to address current needs or developments. 
 
3 > Cooperation in intermediary and market infrastructure issues 
 
A > IOSCO's work on financial markets (SC2) 
In 2006, IOSCO's Standing Committee No. 2 dealing with the regulation of secondary markets spent 
much of its time finalising a report entitled Regulatory issues arising from exchange evolution. The 
report looks at new issues thrown up by the transition from a member-owned to a demutualised struc-
ture where the exchange is more often than not listed on its own market. It considers the public inte-
rest role often still associated with a market infrastructure and how this coexists with a shareholder-
driven corporate strategy. 
 
The report was approved by IOSCO's Technical Committee at its November 2006 meeting, following a 
three-month consultation process.  
 
At the request of the Technical Committee, SC2 also revisited its study on bond market transparency, 
published in May 2006, in an attempt to determine whether any further recommendations were called 
for. After a national consultation process with industry associations and a review of major academic 
papers published on the subject in the last year, the Standing Committee considered that no further 
clarifications were needed to its 2004 report on “Transparency of the corporate bond market”. 
 
B > IOSCO's work on the regulation of market intermediaries (SC3) 
In 2006, IOSCO's Standing Committee No. 3 devoted most of its energies to finalising its consultation 
report on managing conflicts of interest that arise in securities offerings. Together with SC5, it under-
took a joint review of information to be provided to customers upon the sale of products and financial 
instruments (point of sale disclosure), and continued to monitor technological advances in data sto-
rage. 
 
1 > Managing conflicts of interest that arise in securities offerings 
Following its February 2005 report13 on international cooperation to combat financial fraud, SC3 is-
sued a consultation report on market intermediary management of conflicts of interest that arise in se-
curities offerings. The report examines in particular the steps taken by intermediaries to manage in-
formation, 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 on the primary market. 
 
The SC3 report results from a survey of the regulations currently applicable in the jurisdictions repre-
sented on the Standing Committee, as well as from informal consultations held with professionals in 
order to identify their policies on internal organisation, conflict of interest identification procedures and 
decision-making processes. 
 
Put out to consultation at the beginning of 2007, the discussion paper is organised as follows: 
 
- Part I outlines recommended approaches for addressing conflicts arising in securities offerings, and 
looks at the “whole of group” approach (procedures and organisation), the decision process for ad-
dressing conflicts, refraining from acting, information barriers, restrictions, and disclosure of conflicts. 
 
- Part II gives examples of circumstances in which market intermediaries may face potential conflicts 
of interest, and discusses procedures for handling such conflicts. 

                                                 
13 IOSCO Technical Committee report: Strengthening Capital Markets against Financial Fraud. 



Important: The following English text is a translation of extracts from the French version of the 2006 annual Report. Only the original 
French text has any legal value. The AMF expressly disclaims all liability for any inaccuracies in the translation. 
 

16 

Based on the responses to the consultation, the SC3's proposals will be validated and/or amended, 
and a number of principles may be issued where appropriate. 
 
2 > Point of sale disclosure 
SC3 has begun a project to develop recommendations or principles regarding information that custo-
mers ought to receive at the point of sale of financial products, particularly collective investment 
schemes. This project targets mainly indirect payments to an intermediary that could trigger a conflict 
of interest if the intermediary were to advise clients to buy a particular product. SC3 will seek to identi-
fy the products affected, the information required and the means by which this information should be 
disclosed. The project will be carried out under a joint mandate with SC5, which will look at the general 
information to be provided to investors acquiring shares or units in collective investment schemes. 
 
The Joint Forum, which has set up a working committee to examine the sale of financial instruments in 
the banking, insurance and securities sectors, will be informed of the project at the appropriate time 
and may wish to take the issues forward in its own work. 
 
3 > Technological advances in data storage 
SC3 continues to closely monitor technological advances in the methods used to retain and store da-
ta. The initial phase of the project involving a review of the regulations applied by SC3 members will 
be rounded out by a series of meetings with service providers and intermediaries, echoing the working 
methods applied in the group's early-2000 project on the use of the internet. 
 
C > Markets in Financial Instruments Directive  
Directive 2004/39/EC on markets in financial instruments (MiFID) is set to change the legal and opera-
ting framework governing investment services. It will also alter the structure of financial markets by 
introducing competition between regulated markets, multilateral trading facilities and internal order 
execution systems.  
 
In 2006, the AMF continued to work intensively on both a national and international scale to prepare 
for the adoption of MiFID, which financial intermediaries and markets will have to comply with from 1 
November 2007. At home, the AMF worked alongside the Directorate General for the Treasury and 
Economic Policy (DGTPE) to lay the groundwork for implementation, and it established a close dialo-
gue with industry professionals. In Europe, the AMF was involved in drafting the related implementing 
measures and contributed to Level 3 initiatives led by CESR. 
 
1 > Finalising the implementing measures 
The European Commission adopted the MiFID implementing measures in August 2006, after intense 
discussions between the European Securities Commission (ESC) and the European Parliament. 
 
In May 2005, the ESC began examining drafts prepared by the European Commission on the basis of 
two sets of technical advice provided by CESR in January and April 2005. The initial informal review of 
the drafts in 2005 was followed by formal discussions within the ESC, which voted the implementing 
measures in June. 
 
During this process, Member States were given the opportunity to put forward a number of amend-
ments to the draft implementing measures. Following on from its participation in Level 2 initiatives 
spearheaded by CESR, which submitted its technical advice to the European Commission, the AMF 
assisted the DGTPE, which is hosting the negotiations on the implementing measures within the ESC.  
Based on the two sets of technical advice prepared by CESR under European Commission mandates 
on MiFID implementing measures, the Commission drew up two pieces of MiFID implementing legisla-
tion, which were adopted on 10 August and published in the Official Journal of the European Union on 
2 September 2006: 
 
- a directive setting forth the implementing provisions on organisational requirements for investment 
firms and on the measures governing their relations with clients and potential clients. The directive, 
which must be transposed into national law, also contains provisions relating to the best execution 
rule; 
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- a regulation containing the implementing measures for transaction reporting, as well as provisions 
regarding market transparency and the admission of financial instruments to trading on a regulated 
market. The regulation is applicable directly and does not therefore need to be written into French law. 
 
2 > Preparing to transpose MiFID 
Begun in 2005, the legal process of transposing MiFID continued through 2006 with the executive or-
der authorising the adoption of the directive in France. The order was drawn up as part of a cross-
industry initiative headed by the DGTPE, in which the AMF played an active role. Executive order 
2007-544 on the market in financial instruments was published on 12 April 2007. Work will continue 
with the finalisation of the enabling decrees.  
 
The AMF prepared to amend its own General Regulation to bring it into line with the new directive. 
Continuing the consultation process launched in connection with CESR's technical advice, industry 
professionals were asked to review the AMF's first recommendations and draft amendments through 
their representative associations, thereby providing input at the earliest possible stage of the process. 
The guidelines and revised amendments that emerged from this dialogue were then discussed at the 
AMF's consultative commissions and approved by the Board, before the start of the next round of pu-
blic consultations on the revised version of Book III in January 2007.  
 
In addition to the discussions with industry associations under way since the last quarter of 2005, the 
AMF set up a number of special working groups in 2006, tasked with examining the proposed 
amendments, in particular the far-reaching changes to Book III. The working groups consisted of:  
 
- one group of industry professionals tasked with preparing a first draft of Book III, mainly comprising 
representatives of financial intermediaries (compliance officers);  
 
- a second group of professionals comprising representatives from asset management firms, charged 
with addressing the specific issues arising from MiFID transposition for the fund management industry. 
One such issue concerns the unique status of firms authorised to manage individual and/or collective 
portfolios in France, as the directive is aimed solely at firms providing an individual discretionary ma-
nagement service;  
 
- a third group responsible for developing guidelines on interpreting key areas of the directive. In a bid 
to better understand the implications of best execution requirements, the group sought the opinions of 
industry professionals, who will be required to comply with the new measures on a daily basis. The 
work of this group culminated in a report on interpreting the best execution rule, which was put out to 
consultation in July 2006. 
 
3 > MiFID Level 3 work gets under way 
CESR began its Level 3 work under the Lamfalussy Process to develop mechanisms for ensuring that 
national supervisors apply the directive and its implementing measures in a consistent manner. 
 
An expert group chaired by the Luxembourg financial regulator CSSF was set up in June 2006. It 
comprises three sub-groups, one dealing with trading infrastructures, one with financial intermediaries 
and the third tracking the adoption of MiFID in each Member State. 
 
The “Intermediaries” sub-group aims to foster a convergent interpretation of passport provisions and 
best execution requirements, in particular as regards the scope and conditions of application of this 
rule with regard to dealer markets and OTC derivatives exchanges. This sub-group will also look at the 
different methods of applying the best execution obligation depending on the type of financial instru-
ments involved (i.e. customised products). The issue of inducements will also be addressed. The dis-
cussions prompted by the consultation on best execution obligations in France enabled the AMF to 
make its positions known to European agencies, along with the concerns voiced by industry profes-
sionals. 
 
The work of the “Markets” sub-group deals with the publication and consolidation of market transpar-
ency information at European level. The sub-group is also looking at transaction reporting, particularly 
the issue of branches. 
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The sub-group's agenda also covers the preparation of the technical advice that CESR is due to sub-
mit to the European Commission in connection with its mandatory reports on the assessments and 
revisions provided for by the directive (e.g. report on the possibility of extending the transparency re-
gime to transactions in non-equity financial instruments).  
 
Lastly, a third group, known as the “Transposition Forum” was created to monitor the progress of 
Member States' transposition projects and promote a dialogue between regulators on the options ap-
plied in implementing the directive. This group will also lay the groundwork for the Review Panel's up-
coming projects. 
 
Transposing MiFID is a cornerstone of the Financial Services Action Plan, and a major challenge for 
the AMF. It is a key component of the debate on the competitiveness of the French financial industry, 
and also forms part of the wider discussion on “better regulation”, a concept that the AMF has placed 
at the heart of its regulatory framework. Mindful of these issues, the AMF has taken particular care to 
avoid imposing any unnecessary compliance burdens on market practitioners and to eliminate from its 
General Regulation any provisions that the directive renders redundant or obsolete. 
 
To keep abreast of changes on the French marketplace, the AMF will pursue its dialogue with industry 
professionals in 2007 through its consultative commissions, providing additional interpretation gui-
dance to help them apply the new regulatory requirements in practice. This process may also involve 
professional organisations revisiting their codes of conduct. 
 
D > Ongoing work on post-trade activities 
1 > European discussions on post-trade activities 
Work on post-trade issues gained new momentum in 2006. In March, European Commissioners Char-
lie McCreevy (Internal Market and Services) and Nelly Kroes (Competition) reiterated their intention to 
outline a series of common proposals for improving cross-border clearing and settlement infrastructu-
res in the European Union by the summer. In July, Commissioner McCreevy announced that the Eu-
ropean Commission had no plans to legislate on post-trade issues in the immediate future.  
 
This decision was based on the progress expected as a result of:  
 
- MiFID, which will allow market participants to choose their settlement system under certain condi-
tions;  
 
- the European Central Bank's announcement on 7 July 2006 of its plan to set up a Target2-Securities 
system;  
 
- a determination not to hinder restructuring initiatives already in progress. 
 
In parallel, the Commission asked all market infrastructures to develop a code of conduct setting out a 
series of transparency and interoperability targets to improve the effectiveness of post-trade infrastruc-
ture. This code of conduct was signed in November 2006. 
 
The joint ESCB14/CESR working group made little progress in 2006, after two intensive years develop-
ing its Standards for Securities Clearing and Settlement in the European Union. Issues on the agenda 
since 2005 include the separation of central depository and banking functions, and the procedures for 
regulating, supervising and monitoring entities that fall within the scope of these standards.  
 
Mindful of the interruption in the group's work, the European Commission opted not to propose a 
Community-level initiative on European post-trade infrastructures. Given its decision not to legislate, 
and the implementation of the code of conduct for market infrastructures in November 2006, the 
ESCB/CESR group will be able to turn its attention back to its work on clearing and settlement stan-
dards, which had been put on hold due to possible Community legislation, as well as continuing strong 
differences between Member States as to the contents of the standards themselves. 

                                                 
14 European System of Central Banks. 
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2 > Target 2-Securities 
Aware of the need for greater integration of market infrastructures, the Eurosystem announced on 7 
July 2006 that it was considering whether to offer an efficient service for settling euro-denominated 
securities transactions in central bank money. This project, now commonly known as Target2-
Securities, or T2S, is designed to achieve harmonised settlement of euro securities trades in central 
bank money based on a single settlement platform managed by the Eurosystem for the entire euro 
area. National central securities depositaries (CSDs), including those outside the euro area, would be 
connected to the centralised platform. Commissioner McCreevy has said that such a system would 
generate major cost savings for market intermediaries as a result of the high level of technical harmo-
nisation that would be needed. 
 
The Target2-Securities initiative could usefully address a number of practical issues arising from the 
fragmentation of the post-trade market in Europe. With its single settlement engine, T2S could make it 
possible to go beyond CSD interoperability, consolidate settlement mechanisms, and increase compe-
tition in other post-trade sectors. It could also eliminate several sources of inefficiency in the industry, 
such as those identified in the Giovannini reports15, by making the settlement procedure more efficient 
and providing a centralised and effective system for managing treasury positions, securities and cash 
thanks to synergies with the Target2 payment system.  
 
The broad outlines of TS2 have already been presented to the market, and Eurosystem is now carry-
ing out a feasibility study. Two major obstacles were cleared in the first six months of 2007: on 28 Fe-
bruary, the Ecofin Council welcomed the T2S initiative, while drawing attention to a number of princi-
ples that should be respected; and on 8 March 2007, the Governing Council of the European Central 
Bank concluded that it was feasible to implement Target2-Securities. The Council is to submit the pro-
ject to all market participants concerned for in-depth consultation before deciding whether to go ahead 
with the next phase of the project in early 2008. 
 
3 > The Hague Convention – Unidroit 
Drawing on the work of the Legal Certainty16 group, on 5 July 2006 the European Commission issued 
its legal assessment of the Hague Securities Convention17 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 poses no 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 1998 of the European Parliament and Council on settlement finality in payment and se-
curities settlement systems to ensure that all parties choose only one system of law. It also recom-
mended that Member States sign and ratify the Convention. This move prompted a fierce debate 
among Member States 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. In parallel, at the end of 2006 the European Parliament adopted a reso-
lution requesting an impact assessment by the European Commission.  
 
The European Commission continues to participate in the intergovernmental negotiations initiated in 
April 2004 by Unidroit18, a private international organisation. The purpose of the talks is to develop an 
international convention harmonising national laws on the indirect holding of securities.  
 

                                                 
15  Reports published by a working group of the European Commission in 2001 and 2003, identifying the obstacles to an inte-
grated securities clearing and settlement system within the European Union. 
16 The Legal Certainty group was set up following the release of the European Commission's April 2004 communication on 
clearing and settlement in Europe. It is made up of experts in the field who have been asked to examine the legal obstacles to 
the development of a European post-trade environment. 
17  In 2002, the Hague Conference drew up an international convention providing choice-of-law rules, based on the law selected 
by the intermediary and the account holder.  
18 International Institute for the Unification of Private Law. 
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4 > Cooperation in asset management issues 
A > IOSCO's work on asset management (SC5) 
IOSCO's Standing Committee No. 5 on investment management (SC5), currently chaired by the AMF, 
continued its work in 2006, paying particular attention to the regulation of hedge funds and the mana-
gement of conflicts of interests in the asset management industry. 
 
IOSCO's initial 2003 report on hedge funds was subsequently updated to reflect the explosive growth 
in assets under management as well as the regulatory initiatives taken recently by key member-
regulators. 
 
IOSCO's latest report19 notes the growing interest of regulators across the globe in determining the 
most appropriate regulatory environment for hedge funds. Eighteen of the twenty jurisdictions sur-
veyed in the report currently provide regulatory oversight of hedge funds in some way, even if the me-
chanisms differ sharply from one country to the next. For example, some jurisdictions register hedge 
fund managers, while others register the funds themselves. The report also notes that while the vast 
majority of hedge funds and managers are based in the USA or the UK, most deal in offshore pro-
ducts. Moreover, the distribution of funds is often subject to restrictions. And although retail investors 
are not yet major participants in the hedge fund market, some IOSCO members expect them to take a 
growing interest in future. 
 
Given the multiplicity of approaches in this area, IOSCO's work in 2006 focused on determining the 
information that should be disclosed to investors, such as information on fees, risk exposures, fund 
manager experience, nature of internal controls, and possible conflicts of interest. The key talking 
point remains hedge funds, which SC5 members believe will become the preferred vehicle for offering 
alternative investment solutions to retail investors. In line with its response20 to the European Commis-
sion's expert group, the AMF will take this opportunity to push for international standards on hedge 
fund manager due diligence to ensure that investment risks are appropriately managed. The need for 
such standards has become even more apparent in the wake of the $6 billion losses reported by the 
Amaranth hedge fund in autumn 2006. 
 
The work of SC5, in which the Financial Stability Forum takes a close interest, also covers the devel-
opment of standards for valuing and administering hedge funds. Hedge funds frequently invest in 
complex or illiquid assets that are extremely difficult to value. At a time when regulators are increasin-
gly concerned by the hedge fund industry, all industry professionals recognise the need for best prac-
tices. A sub-committee comprising certain SC5 regulators and representatives from the international 
hedge fund industry is working intensively to establish best practices for hedge fund valuation. The 
Standing Committee published a consultation report21 in March 2007 setting out the standards that 
industry professionals should apply on a voluntary basis.  
 
Standing Committee No. 5 also analysed market practices and recent regulatory changes in terms of 
managing conflicts of interest in the asset management industry. In 2006, IOSCO published two re-
ports on this subject, addressing soft commissions and the governance of collective investment sche-
mes (CISs). 
 
IOSCO's work on CIS governance drew on its first report issued in 2005, Examination of Governance 
for Collective Investment Schemes, which set out a general principle providing for the independent 
oversight of these schemes. Its second report, published in 2006 under the title Principles of Gover-
nance for Collective Investment Schemes: Independent Criteria, Empowerment Conditions and Func-
tions to be performed by the Independent Oversight Entities, defines the notion of "independent over-
sight entity" in all of its configurations (legal, economic and financial), indicates the powers that these 
entities need to best carry out their duties and specifies the key functions that they should fulfil.  

                                                 
19 "The Regulatory Environment for Hedge Funds: a Survey and Comparison", was published in November 2006 and can be 
downloaded from www.iosco.org. 
20 Dated 31 October 2006, see AMF monthly review, No 30, November 2006. 
21 Published on 13 March 2007 and downloadable from www.iosco.org. 
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IOSCO's consultation report on soft commissions22 provides an overview of regulatory regimes on key 
markets. It offers a definition of soft commissions and describes the services that may result in a sof-
ting arrangement, conflicts of interest that arise from such practices, and the responses crafted by the 
regulators on key markets. The consultation process ran until 15 March 2007 and sought to compile 
the views of market participants on the strategic direction to take, in particular on the need for IOSCO 
to develop relevant standards on this topical issue, both in France and in the UK23. 
 
B > European initiatives: CESR-IM and cooperation with  
the European Commission 
1 > CESR-IM expert group 
In 2006, the AMF stepped up its contribution to the work of CESR's expert group on investment ma-
nagement (CESR-IM). The AMF co-chairs the group, with the UK Financial Services Authority, in its 
project to clarify the definition of assets eligible for UCITS investments.  
 
Under this mandate, the group submitted advice to the Commission on the necessary measures to be 
taken under Level 2 and Level 3 of the Lamfalussy Process, and subsequently followed up on the 
Commission's Level 3 proposals. The final directive specifying assets eligible for UCITS investment 
was approved by the relevant EU institutions at the beginning of 2007. It contains a number of advan-
ces as to the conditions in which UCITS can acquire certain assets such as closed-end funds, money 
market instruments or credit derivatives; and it is expected to improve the cross-border circulation of 
UCITS within Europe. During the negotiating process, the AMF worked to maintain the overall consis-
tency of the legislative framework, ensuring that UCITS could benefit from financial innovation without 
radically altering the risk profile of these instruments, potentially designed for retail investors. The AMF 
was particularly insistent on limiting the possibilities for new legal structures that allow UCITS to obtain 
significant exposure to risks such as those arising on hedge funds, which are not eligible for direct in-
vestment under the terms of the directive.  
 
The mandate required participants to pay particular attention to the question of whether UCITS should 
be entitled to invest in financial instruments that seek to replicate the performance of hedge fund indi-
ces. Given the importance of this issue, the AMF invited an academic to conduct a diagnostic review 
of the strengths and weaknesses of existing hedge fund indices, to serve as the starting point for CE-
SR's work. The results of this process, which established a new way of working for CESR-IM, were 
published in the first quarter of 2007. The AMF seeks to ensure fair competition between hedge funds 
(or funds of hedge funds) governed by national regulations, which are not harmonised and cannot the-
refore benefit from access to the European market, and UCITS, which may offer exposure to a relati-
vely large number of hedge funds via specific indexes. 
 
In 2006, CESR-IM also completed its work on harmonising and simplifying the passport procedure for 
UCITS in Europe. In June, CESR published its final recommendations aimed at making it easier for 
investors to access UCITS marketed by different Member States. The recommendations recall that, in 
principle, the host country regulator plays a limited role. Specific rules are provided as regards the 
two-month notification period allowed by the directive to review the related documentation, and any 
changes in the allotted timeframe are to be justified. The recommendations provide standard model 
letters (notification letter, attestation of compliance with the directive) and eliminate the specific certifi-
cation requirements related to the notification procedure demanded by some Member States. They 
also set out the procedure applicable to umbrella funds. CESR's recommendations are designed to 
simplify the UCITS passport procedure in Europe and will thus facilitate cross-border fund distribution, 
on which the AMF places considerable importance. 
 
During the year, the AMF also initiated a debate on the creation of an operational task force within the 
expert group to act as a forum where regulators can exchange views on practical examples of en-
forcement of the UCITS Directive and discuss ways of achieving greater convergence in routine prac-
tices. The task force is due to be created at the beginning of 2007. These measures illustrate the grea-

                                                 
22 "Soft commissions: Report of the Technical Committee of IOSCO". Published in November 2006, the report can be 
downloaded from the IOSCO website www.iosco.org. 
23 See Chapter 7, p. 25 on recent changes in regulations applicable to commission sharing arrangements.  
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ter operational focus that the chairs of CESR member-regulators wish to give to their work and to the 
work of CESR expert groups.  
 
The AMF's constant concern is to ensure a high level of convergence between Member States and to 
deepen the internal market in fund management while safeguarding investors' interests and promoting 
transparency. 
 
2 > European Commission initiatives 
The AMF also stepped up its involvement in the debate organised by the European Commission in 
connection with its White Paper on asset management, which aims to establish the future regulatory 
framework for the asset management industry at the level of the European Community.  
 
The AMF adopted a constructive view of the regulatory issues raised by the Commission's draft mea-
sures, which offer a range of new possibilities for organising asset management companies across the 
continent. While it supports these measures in principle, the AMF drew attention to the conditions that 
would have to be met before they could be applied, with a particular insistence on the need for a clear 
distribution of responsibilities between regulatory authorities, enhanced coordination at operational 
level and greater convergence of regulatory models and supervisory mechanisms. A deeper internal 
market must not be achieved at the expense of investor protection, with a slide towards "regulation 
shopping" and the least stringent regulatory controls. 
 
By providing detailed, specific responses at each stage of the consultation process (Green Paper, in-
dustry expert group reports), the AMF has become one of the Commission's key talking partners on 
these issues. 
 
The AMF also participated in European Commission workshops on the simplified prospectus, bringing 
together investors, regulators, and producers and distributors of funds. These meetings identified both 
the advantages and shortcomings of the simplified prospectus, which was often criticised for being too 
long or too technical to be of genuine use to investors in making sound investment decisions. The de-
bates highlighted the need for the Commission to initiate prospectus reforms as soon as possible. 
 
5 > Cooperation in supervision and market discipline issues 
A > Supervision, investigations and international cooperation 
1 > AMF's involvement in the work of IOSCO (SC4 and Screening Group) 
Throughout 2006, the AMF once again made an active contribution to the work of the IOSCO Techni-
cal Committee's Standing Committee No. 4 (SC4), which deals with cooperation and exchanges of 
information between regulators24. 

 
The important mandate to improve cooperation with regulators considered uncooperative or minimally 
cooperative continued in 2006, and the first benefits of efforts in this area began to filter through. 
 
Members of SC4 were mandated by IOSCO's Technical Committee firstly to identify regulators that did 
not cooperate sufficiently, and secondly to establish a dialogue with them in order to resolve this situa-
tion. An initial list of three names was drawn up, based on practical examples of investigations that 
had fallen through because of problems with the handling of information requests: some of these regu-
lators did not respond, others provided incomplete and/or unusable information, while still others were 
abnormally slow in replying.  
 
The Standing Committee subsequently began bilateral discussions with the three regulators concer-
ned, who responded fairly positively to this initiative and agreed to remedy the difficulties encountered, 
in collaboration with local representatives of legislative, executive and judicial bodies, some of whom 
also took part in discussions with SC4 representatives. 
 

                                                 
24 At the end of 2006, SC4 comprised 19 regulators from the following countries: Australia, Brazil, Canada/Ontario, Can-
ada/Quebec, France, Germany, Greece, Hong Kong, Italy, Japan, Mexico, Netherlands, Poland, Portugal, Switzerland, UK, 
US/CFTC and US/SEC. 
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The results of this initiative at the end of 2006 were reasonably promising, with some substantive leg-
islative changes announced in the three jurisdictions concerned. Over the next few months, SC4 will 
make sure that these good intentions translate into laws and regulations that will allow the regulators 
cooperate more fully. 
 
Encouraged by this positive outcome, and still with the backing of IOSCO's Technical Committee, SC4 
decided to pursue its work in this field and identified three more regulators with whom cooperation had 
been disappointing. 
 
As was the case for the jurisdictions on the first list, SC4 mandated a four-member sub-group, inclu-
ding the AMF, to conduct a lengthy, painstaking analysis of the problems encountered and to establish 
a dialogue with each of the three regulators. 
 
After its 2005 report on asset freezes, SC 4 welcomed the resolution adopted on this issue at IOSCO's 
2006 annual general meeting. As a follow-up to its work, the Standing Committee was invited to deve-
lop standards and working methods that would allow Member States to incorporate these principles 
into their legislation.  
 
In 2006, SC4 began work on a new mandate to foster cooperation between securities regulators in 
situations where it is necessary to enforce a decision, especially one involving financial penalties, 
handed down against individuals or legal entities residing outside the country of the regulator having 
issued the penalty. 
 
The AMF has also been involved from the outset in the activities of the IOSCO Screening Group, for-
med in 2002 to examine applications to sign up to the multilateral memorandum of understanding 
(MMOU)25. This important document was drafted by a group of experts from various IOSCO member-
regulators, who met on several occasions between autumn 2001 and spring 2002 under the chair-
manship of Michel Prada, and was adopted at IOSCO's annual conference of May 2002 in Istanbul. 
 
A member-regulator that wants to become an MMOU signatory must demonstrate to the members of 
the Screening Group that its legal system allows it to compile the items of information requested by its 
fellow-regulator, transmit them unrestrictedly, and allow the fellow-regulator to use them as per the 
MMOU. Based on its analysis, the Screening Group makes a recommendation, which it sends to the 
chairs of IOSCO's Technical, Executive, and Emerging Markets Committees, which then have to de-
cide whether to accept the application26. 
 
The AMF was one of the first signatories of the MMOU. By the end of 2006, 35 regulators had signed 
up (out of around 100 IOSCO members) from the following countries, territories or provinces: Austra-
lia, Belgium, Canada/Alberta, Canada/British Columbia, Canada/Ontario, Canada/Quebec, Denmark, 
Dubai, France, Germany, Greece, Hong Kong, Hungary, India, Isle of Man, Israel, Italy, Jersey, Li-
thuania, Malta, Mexico, New Zealand, Nigeria, Norway, Poland, Portugal, South Africa, Singapore, 
Slovakia, Spain, Sri Lanka, Turkey, United Kingdom, USA/CFTC, and USA/SEC. 
 
The MMOU allows regulators to exchange information more easily, notably on market supervision and 
investigations into market fraud. Several other regulators have already submitted their application or 
will do so shortly. IOSCO has asked all members to sign by 1 January 2010.  
 
IOSCO also set up a system to provide technical assistance to members needing help in preparing 
their MMOU applications, in partnership with international organisations that provide funding. Under 
these arrangements, Screening Group members help the candidate regulator to prepare its applica-
tion. The AMF lent its technical expertise to a fellow regulator in 2006, while another candidate will 
receive technical advice in early 2007.  
 
The AMF also continued to represent IOSCO at meetings of the Financial Action Task Force, which 
works to prevent money laundering and terrorist financing. 

                                                 
25  At the end of 2006, the Screening Group had 27 members: 19 Standing Committee No. 4 members, plus regulators from 
Belgium, the Canadian province of British Columbia, India, the Isle of Man, New Zealand, South Africa, Sri Lanka and Turkey. 
26  Subject to an additional review of the application by the IOSCO Executive Committee in the event of a refusal. 
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2 > CESR-Pol 
CESR-Pol's primary goal is to make it easier for its 27 members to share information and thus be 
more effective when supervising transactions executed in the securities markets under their jurisdic-
tion. The group enables authorities to amass the data they need to conduct their enquiries more effec-
tively 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. 
 
One of the group's priorities in 2006 was to continue working on the operational implementation of the 
Market Abuse Directive, its Level 2 directives and the implementing regulation. The AMF took an ac-
tive role in drafting a second related document designed to provide the financial services industry with 
information and advice from regulators. Titled Market Abuse Directive – Level 3 – Second Set of 
CESR Guidance and Information on the Common Operation of the Directive to the Market, the docu-
ment was put out to public consultation by CESR between November 2006 and February 2007. 
 
As part of the consultation process launched by CESR27 in the second half of 2006 to assess the su-
pervisory functioning of the EU market abuse regime and to mark the second anniversary of the intro-
duction of the Market Abuse Directive on 28 January 2003, CESR-Pol organised a public conference 
to allow market participants to air their views on the directive, pinpoint areas for improvement and 
identify the need for further CESR guidance.  
 
To promote a shared approach to the implementation of market abuse requirements in Europe, 
CESR-Pol drew up a series of recommendations for its members and launched a joint IT project in 
which the AMF plays a lead role. 
 
Exchanges of warnings about people or companies offering unauthorised investment services or pro-
ducts were stepped up in 2006, providing investors with more comprehensive information and a better 
level of protection in France and across Europe. Through the network of CESR-Pol members, the 
AMF sent its fellow regulators 11 alerts that were posted on its website in 2006, and published online 
140 notifications received from these regulators (see "Warnings issued by CESR regulators")28.  
 
In 2006, CESR-Pol was also in direct contact with the US Commodity and Futures Trading Commis-
sion (CFTC) to determine joint action for improving cooperation between European regulators and the 
CFTC with respect to derivatives markets.  
 
CESR-Pol continued its work on finding joint solutions to the problems of cooperation and information 
sharing with third party jurisdictions, in particular through direct initiatives with selected jurisdictions.  
 
B > International technical cooperation 
1 > Bilateral cooperation 
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 2006. It played host to 
some 20 foreign delegations, including other regulators but also professionals and researchers, hol-
ding discussions on areas of common interest and sharing views and experiences on a wide range of 
subjects related to financial regulation and vocational training. The AMF also frequently responds to 
questionnaires on French regulatory practice, in particular those from European authorities and from 
countries having recently joined the European Union.  
 
The AMF endeavours to promote the French and European idea of regulation, with the aim of boosting 
the French market and raising the profile of French market participants on financial markets across the 
globe. At the end of 2006, a technical cooperation agreement was signed with the China Securities 
Regulatory Commission (CSRC) to arrange exchanges of know-how and personnel and to organise a 
seminar.  

                                                 
27 "Call for evidence – Evaluation of the supervisory functioning of the EU market abuse regime" 
(http://www.cesr.eu/index.php?page=consultation_details&id=74). 
28 See Chapter 7, p. 31 – Regulatory alerts from European counterparts. 
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2 > Institut Francophone de la Régulation Financière 
The AMF also continued its collaborative efforts in the context of the Institut Francophone de la Régu-
lation Financière (IFREFI), a grouping of financial market regulators that use French as a working lan-
guage. Initiated by the COB in 2000, the IFREFI has been established progressively as a flexible fra-
mework for dialogue and cooperation. 
 
The founding charter was signed in 2002, and since then the institute has organised its meetings 
around two central events: the Chairmen's meeting and the training seminar for the staff of market au-
thorities.  
 
a) Chairmen's meeting 
The Chairmen's meeting provides the opportunity for a high-level exchange of views on recent deve-
lopments in financial regulation and allows participants to give in-depth consideration to one topic of 
mutual interest every year.  
 
The 2006 meeting, held in Bucharest at the invitation of the Romanian Securities Commission 
(CNVM), focused on exchange demutualisation. The meeting was attended by 20 delegations repre-
senting 26 countries and 13 financial markets29.  
 
The meeting also provided the opportunity to re-elect IFREFI's board, with the Tunisian regulator CMF 
replacing the Quebec's AMF as Chair, and the Belgian CBFA taking over the Vice Chair from the Mo-
roccan regulator, the CDVM, for a two-year period. 
 
At the end of the meeting, participants were given a presentation on the IFREFI website, which is 
already online and has two main sections: 
 
- a section devoted entirely to the public which provides general information about the IFREFI and de-
tails of whom to contact for further information; 
 
- a member-only section with training material and minutes of Chairmen's Meetings. 
 
b) Training seminar for the staff of market authorities 
The aim of the 2006 seminar, held on September 12 and 13 in Bucharest, was to demonstrate in 
concrete terms how issues relating to financial reporting by listed companies are interlinked. The se-
minar addressed both periodic and ongoing reporting, as well as information to be disclosed in 
connection with a corporate finance transaction. 
 
The seminar focused on the aims of financial reporting control mechanisms, the implementation of 
such controls by market regulators, the regulatory requirements in place to help attain these aims, and 
the supervision of securities markets. It encouraged a high standard of discussion and dialogue and 
promoted interaction between participants and instructors. 
 
Ten or so presentations were given by key members in charge of the legal and operational aspects of 
these issues within the IFREFI. These presentations covered: 
 
- the core principles of financial reporting within the scope of the European regulatory framework;  
 
- regulatory requirements for the publication of forward-looking information;  
 
- audits of periodic and ongoing disclosures by issuers; 
 

                                                 
29 The following were represented: Algeria (COSOB), Belgium (CBFA), Cameroon (CMF), the Central African Economic and 
Monetary Community (the CEMAC, which comprises 5 countries: Cameroun, Central Africa, Congo, Gabon and Chad), France 
(AMF), Guinea Conakry (PBVG),  Luxembourg (CSSF), Moldavia, Monaco, Morocco (CDVM), Quebec (AMF), Romania, Swit-
zerland (CFB), and the West African Monetary Union (UMOA, which comprises eight countries: Benin, Burkina Faso, Guinea 
Bissau, Ivory Coast, Mali, Niger, Senegal and Togo). 
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- the necessary dialogue between issuers and regulators; 
 
- issues relating to the audit of inside information and to market surveillance. 
 
Overall, the meeting highlighted the increasing convergence of European, Canadian and emerging 
market regulations, and dealt with certain specific issues primarily affecting the scope of procedures 
carried out by regulators to oversee the financial information provided to markets.  
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