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Executive summary and conclusion 
 
This year’s AMF report on chairmen’s reports on internal control and risk management procedures has 
been prepared on the basis of reports published by all issuers listed on Segment A, with the exception of 
foreign companies, credit institutions and insurance firms.  
 
As well as analysing these reports, the AMF has particularly focused on expanding upon the 
responsibilities of audit committees; while these fall outside the scope of disclosures to be included in 
chairmen’s reports, they are an important regulatory topic in the area of governance. As such, and insofar 
as this information is not available in registration documents, the AMF decided to send issuers a specific 
questionnaire on this subject in order to better identify how AMF Recommendation 2010-19 on audit 
committees is understood. 
 
In summary, the findings of the study show that most issuers (65%) use the reference framework, though 
some (16%) use only the COSO framework in relation to internal control procedures. 
 
At the same time, 97% of issuers include in their reports a description of the risks associated with the 
preparation and treatment of financial and accounting data, as well as the procedures put in place to 
mitigate those risks. Sixty percent of reports include a description of “operational” risks. Meanwhile, 75% 
of chairmen’s reports establish a link with the “risk factors” section of the registration document. 
 
The study also shows that 44% of issuers (36% in 2011) highlight programmes to improve internal control 
and risk management procedures. Only 25% (30% in 2011) indicate the timescale over which they intend 
to implement these improvement programmes. Eleven percent of issuers (8% in 2011) provide information 
on changes in risk relative to the previous year. 
 
The study also identified a few other noteworthy points. While 75% of reports (59% in 2011) provide 
specific information on the rollout of internal control and risk management systems within the consolidated 
group, only 21% of issuers (none in 2011) point out areas excluded from internal control and risk 
management systems and covered by specific monitoring.  
 
Similarly, only 13% of issuers (none in 2011) clearly state in their reports that internal control and risk 
management systems have been rolled out when new entities have joined the group.   
 
As for all types of systems, components of the internal control and risk management system should be 
periodically reviewed so as to detect any weaknesses in the tools and procedures put in place by the 
company. The frequency of such periodic reviews naturally differs from entity to entity; however, 75% of 
issuers (91% in 2011) provide no information in their reports on the frequency of such reviews. 
 
Finally, the study shows that 14% of issuers (3% in 2011) provide information in their chairmen’s reports 
on specific monitoring of major risks that could have an impact on the company’s financial position and 
financial statements; it should, however, be noted that it is not compulsory to describe “major” risks in 
chairmen’s reports. 
 
As well as analysing reports, the AMF questioned issuers on certain subjects in order to understand how 
AMF Recommendation 2010-19 on audit committees is understood. Based on Segment A, 77 issuers 
responded to the AMF’s questionnaire, the key findings of which are as follows: 
 
Overall, audit committees meet an average of four to five times a year or more; the average elapsed time 
between audit committee meetings and board meetings is one to two days.  
 
While all issuers indicate that their audit committees monitor the effectiveness of internal control and risk 
management systems, 71% state that a specific meeting is dedicated to doing so. 
 
As regards the scope of audit committees’ involvement in monitoring the effectiveness of internal control 
and risk management systems, “other risks” are monitored by the audit committee in 69% of cases and by 
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another board committee in 9% of cases. Such monitoring is undertaken directly by the board of directors 
in 22% of cases. 
 
In relation to certain accounting subjects, in the vast majority of cases it is the audit committee that 
examines issues linked to major transactions (95% of cases), the application of new accounting standards 
(97%), impairment testing (95%) and accounting options (96%). 
 
It appears that 23% of audit committees call on outside experts for their opinion on specific technical 
subjects, where applicable. 
 
It can also be noted that the vast majority of audit committees (more than 95%) communicate with the 
finance and internal audit or internal control departments, while only 44% regularly communicate with 
heads of operating departments. 
 
As regards relations with statutory auditors, 83% of audit committees monitor statutory auditors’ budgets 
to ensure that they are appropriate to the duties performed, while 92% carry out checks to ensure that 
joint statutory auditors are working together effectively. In 86% of cases, audit committees familiarise 
themselves, where applicable, with the findings of “services directly related to auditing” carried out by the 
statutory auditors. 
Sixty-one percent of audit committees meet with the statutory auditors once or twice a year (at the annual 
and interim accounting cut-offs), while 39% hold such meetings three or more times a year.  
 
As regards other issues related to the audit committee, 96% of issuers state that the audit committee 
familiarises itself with the chairman’s report on internal control and risk management procedures, though it 
only puts forward observations in 27% of cases. 
 
As regards financial reporting, 94% of audit committees are advised in advance of annual and/or interim 
results announcements and 82% are also advised of the release of adjusted or non-GAAP accounting 
indicators. It can also be noted that 57% of audit committees wish to know whether these types of non-
GAAP indicators are used by the issuer’s main competitors.  
 
Finally, the audit committee’s responsibilities are assessed by the board in 57% of cases. 
 
In conclusion , and in light of its analysis of chairmen’s reports, the AMF has observed that practices 
concerning disclosures about internal control and risk management procedures are stable overall, and 
that chairmen’s reports have for the past few years contained little new information.  
Best practice identified by the AMF in its previous report has been adopted in part (examples include 
indicating programmes to improve internal control and risk management procedures, disclosing 
exclusions from the scope of internal control and risk management procedures and information on the 
rollout of internal control systems when new companies are integrated, aligning the chairman’s report 
more closely with the company’s strategy, etc.). 
 
As such, the AMF encourages issuers to continue to apply recommendations put forward in its previous 
annual reports on internal control and risk management procedures. 
 
Furthermore, an analysis of responses to the questionnaire on the application of AMF 
Recommendation 2010-19 on audit committees shows that this recommendation is, in the main, properly 
applied.   
 
Finally, the AMF wishes to highlight potential changes expected to arise from the reform of statutory audit, 
which may have a direct impact on the recommendation on audit committees. Similarly, recent changes to 
the 2013 COSO framework may lead the AMF to review its reference framework. 
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Introduction   
 
Every year, issuers whose securities are admitted to trading on a regulated market1 must publish a report 
on “internal control and risk management procedures put in place by the company, detailing in particular 
those procedures that relate to the preparation and treatment of financial and accounting data for 
individual company accounts and, where applicable, consolidated financial statements”.  
 
This report has been prepared on the basis of chairmen’s reports published by all issuers listed on 
Segment A, with the exception of foreign companies, credit institutions and insurance firms2.  
 

1. Description of internal control and risk managem ent procedures as set out in reports 

1.1. Reminder of principles and description of refe rence framework 

 
The AMF reference framework sets out the definition and objectives of the internal control system : 
 
Internal control is a company-wide system defined and implemented under the company’s responsibility.  
 
In group situations, the parent company must ensure that internal control systems are in place within each 
subsidiary. These systems should be adapted to suit each subsidiary’s specific characteristics and the 
relationship between the subsidiary and its parent. 
 
For significant investments where the parent exercises significant influence, it is up to the parent to 
assess the possibility of familiarising itself with and examining measures adopted by the associate 
company in question in the area of internal control. 
 
The internal control system consists of a set of resources, procedures and actions appropriate to the 
specific characteristics of each company, which: 
 

• help the company control its activities, efficiently conduct its operations and make efficient use of its 
resources, and 
• must enable it to appropriately take into account significant risks, whether operational, financial or 
compliance-related. 

 
More specifically, the internal control system aims to ensure the following: 
 

a) Compliance with laws and regulations 
b) The application of instructions and guidelines laid down by senior management or the 

management board 
c) The smooth operation of the company’s internal processes, including in particular those that help 

safeguard the company’s assets 
d) The reliability of financial information 

 
It can be seen, then, that internal control is not confined to a set of procedures or to accounting and 
financial processes alone.  
 
Nor does it encompass all initiatives adopted by executive bodies or management, such as, for example, 
defining corporate strategy, setting objectives, making management decisions, handling risk or monitoring 
performance. 
 
The AMF reference framework also sets out the definition and objectives of risk management : 
 
Risk management involves everyone in the company. It aims to be all-encompassing, and must cover all 
of the company’s activities, processes and assets.  

                                                           
1 Articles L.225-37 and L.225-68 of the Commercial Code 
2 This gives a sample of 101 issuers. 
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Risk management is a dynamic, company-wide approach defined and implemented under the company’s 
responsibility.  
 
Risk management consists of a range of resources, behaviours, procedures and actions appropriate to 
the characteristics of each company, and which enables executives to maintain risk at an acceptable level 
for the company. 
 
Risk represents the possibility of occurrence of an event whose consequences would be likely to 
adversely affect the company’s staff, assets, environment, objectives or reputation. 
 
Risk management has a number of objectives – it is a corporate management tool that helps: 
 

a) Create and protect the company’s value, assets and reputation 
b) Make the company’s decisions and processes more secure so as to facilitate the achievement of 
objectives  
c) Foster consistency between the company’s actions and its values  
d) Mobilise the company’s staff around a shared view of key risks and raise their awareness of risks 
inherent in their activities 

 
It is up to each company to put in place a risk management system appropriate to its specific 
characteristics. The risk management system must include the following: 
 

 - an organisational framework   
- a risk management process that includes three stages within the company’s internal and external 
environments: 
 

•••• identifying risk  
•••• analysing risk  
•••• responding to risk  

 
- ongoing coordination of the risk management system  

 
Internal control and risk management systems also work together to help the company manage its 
activities. The relationship and equilibrium between the two systems depends on the control environment, 
which constitutes their common foundation, consisting in particular of the risk and control culture specific 
to the company and the company’s ethical values. 
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1.2. Statistical study of chairmen’s reports on inte rnal control and risk management 
procedures 

 
1.2.1 Reference frameworks used 

 
The study found that 95% of issuers use one of more reference frameworks, in the following proportions:  
 
 

Number of reference frameworks used 

 
 

Of the 81 issuers who use only one reference framework, 65 use the AMF framework and 16 use the 
COSO framework. 
 
 

Reference framework used 

 

One 

More than1  

Not 
specified 
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1.2.2 Objectives of internal control and risk management 
 
It must be noted that issuers more commonly present the objectives of their internal control systems (98% 
of issuers) than those of their risk management systems (46%). 
 
Overall, the objectives of the internal control and risk management system are set out in the following 
proportions: 
 

Objectives of internal control 

 
 
 
 

Objectives of risk management 

 

d) Compliance with laws and regulations 

c) Application of instructions and guidelines laid down by 
senior management or the management board 

b) Smooth operation of the company’s internal processes, 
including in particular those that help safeguard the 
company’s assets 

a) Reliability of financial information 

d) Create and protect the company’s value, 
assets and reputation 

c) Make the company’s decisions and internal 
processes more secure so as to facilitate 
the achievement of objectives 

b) Foster consistency between the company’s 
actions and its values 

a) Mobilise the company’s staff around a shared 
view of key risks 
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1.2.3 Description of risks, tools and procedures 
 
The study distinguished procedures covering risks relating to the preparation and treatment of financial 
and accounting data from those covering other “operational” risks. 
 
As regards risks associated with the preparation and treatment of financial and accounting data, 97% of 
issuers in the sample provide a description of those risks, compared with 96% in 2011.  
 
Only 3% (three issuers) do not provide a description of risks associated with the preparation and 
treatment of financial and accounting data (4% in 2011). 

 
 

Issuers describing risks associated with accounting  and financial data 

 
 Yes No  

 
 
As regards procedures covering other “operational” risks, 60% of issuers in the sample provide a 
description of those risks, compared with 64% in 2011.  
 
 

Issuers describing operational risks 

 
 Yes No  
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1.2.4 Other risk-related reporting 
 
Only 11% of issuers provide information on changes in risk relative to the previous year (compared with 
8% in 2011). 
 
 

Issuers providing information on changes in risk re lative to the previous year 

 
 

Furthermore, barely 6% of issuers in the sample provide information on risks not covered in the 
chairman’s report on internal control and risk management (bearing in mind that no issuer provided such 
information in 2011). 
 

1.2.5 Alignment of the chairman’s report with the company’s strategy 
 
Following up on the best practice identified in the AMF’s report for financial year 2011, as regards risk 
management, 75% of reports are aligned with the the company’s strategy and business model, compared 
with 55% in 2011. 
 
 

Alignment of the chairman’s report with the company ’s strategy 

 

Yes 
No 

Yes 
No 
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1.2.6 Link with the “risk factors” section of the registration document 
 
The AMF checks that financial and non-financial risks are properly presented in the “risk factors” section 
of the registration document. 
 
The study showed that 75% of issuers in 
the sample establish a link between the 
“risk factors” section of the registration 
document and the chairman’s report, 
mainly by including in the latter a cross-
reference to the corresponding section in 
the registration document. This 
represents an improvement of nine 
percentage points relative to 2011, when 
66% of reports included a cross-
reference to the “risk factors” section of 
the registration document. 
 

 

 

 
1.2.7 Programmes to improve procedures  

 
The findings show that only 44% of issuers provide information on programmes to improve internal control 
and risk management procedures. However, this represents an improvement relative to 2011, when only 
36% of reports provided information on improvement programmes (the AMF’s 2011 report also identified 
this point as best practice). 
 
Of those issuers who do provide information on improvement programmes, 25 issuers (25% of the total 
sample, down from 30% in 2011) also state the applicable timescale. 
 
Over and above the improvement programmes under consideration, the study found that only 1% of 
reports state the average time taken for operational teams to implement action plans drawn up in 
response to requests by management or internal audit. 
 

Improvement processes 

 
 Programmes to improve 

procedures 
Indication of timescale  

 
 

1.2.8 Scope across which the internal control and risk management system is rolled out 
 
The AMF reference framework on risk management and internal control systems reiterates that “In group 
situations, the parent company must ensure that internal control systems are in place within each 
subsidiary. These systems should be adapted to suit each subsidiary’s specific characteristics and the 
relationship between the subsidiary and its parent.” Knowing the scope across which the internal control 

75%

25%

Link between the "risk factors" section and the 
registration document

Oui

Non

Yes 
No 

Yes 
No 
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and risk management system is rolled out is a useful piece of information for the reader to have. The 
study therefore highlighted three questions: 
 

� Does the report disclose the extent to which the internal control and risk management system is 
rolled out across the consolidated group? 

� Where areas are excluded from the scope of the internal control and risk management system, 
are they nevertheless subject to specific monitoring? 

� Does the report indicate the average time taken to roll out the internal control and risk 
management system when new entities join the group? 

 
These three points were identified as best practice in the AMF’s 2011 report, and it should be noted that 
some issuers have sought to apply them. 
 
While 75% of reports (59% in 2011) provide specific information on the rollout of internal control and risk 
management systems within the consolidated group, only 21% of issuers indicate whether areas excluded 
from the internal control and risk management system that are subject to specific monitoring (compared 
with none in 2011). 
 
Similarly, 13% of issuers (none in 2011) clearly state in their reports the average time taken to roll out 
internal control and risk management systems when new entities join the group. 
 
These elements of best practice have been partially adopted. 
 

1.2.9 Frequency of periodic reviews of key process control activities  
 
Like all types of systems, internal control and risk management systems should be subject to periodic 
control reviews so as to detect any weaknesses in the tools and procedures put in place by the company. 
The frequency of such periodic reviews differs from entity to entity.  
 
Since this information underpins a 
complete understanding of the general 
operation of the internal control and risk 
management system, this issue has 
been analysed within reports. This 
analysis concluded that 75% of issuers 
(91% in 2011) provide no information on 
the frequency of periodic reviews of key 
control activities covering internal control 
and risk management processes.  
 
The chart opposite shows the frequency 
of periodic reviews in percentage terms  
 

Frequency of periodic reviews of key control activi ties covering internal 

control and risk management processes 

 
 Not 

indicated 
Between 
zero and 
2 years 

2-4 
years 

4-5 
years 

More 
than 5 
years 
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1.2.10 Self-assessment questionnaires 

 
Most issuers indicate that they use self-assessment questionnaires to supplement their internal control 
systems. 
As regards such self-assessments, 11% of reports state that the questionnaires used cover all five key 
components of the internal control system, representing a slight improvement relative to 2011 (8%). 
 

1.2.11 Major risks 

 
As well as descriptions of procedures, the study looked at whether internal control and risk management 
systems include specific monitoring of major risks. Regarding the sensitive nature of the information in 
question, it is not mandatory to describe “major” risks in the chairman’s report. That being the case, the 
aim was simply to understand whether or not such monitoring was in place. 
 
The study found an improvement, with 14% of issuers providing information in their chairmen’s reports on 
the principle of specific monitoring of major risks that could have an impact on the company’s financial 
position and financial statements, compared with only 3% in 2011.  
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2. Operation of the audit committee 
 
This year, to supplement the study on chairmen’s reports on internal control and risk management 
procedures, and insofar as such information is not available in disclosures relating to governance, the 
AMF decided to ask issuers in the study sample to complete a questionnaire on certain aspects of the 
operation and responsibilities of the audit committee. The questionnaire focused on the following subjects: 
 

• General principles concerning the audit committee 
• An analysis of the audit committee’s core remit 
• Performance of the audit committee’s duties 

 
The questionnaire was completed by 77 issuers listed on Segment A. The percentages given below 
should be read relative to this base. 

2.1. Number of audit committee meetings  

 
Among those issuers in the sample that responded, it is clear that the vast majority of audit committees 
meet four to five times a year or more. 
 

Average number of audit committee meetings per year  

 
 

 
Meanwhile, the average elapsed time between audit committee meetings and meetings of the board of 
directors or supervisory board is, in most cases, one to two days. 
 

Elapsed time between audit committee meetings and bo ard meetings 

 
 One Two Three Four Five or 

more 
 

Two  Three  Four  
Five  More than five  
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2.2. Monitoring of key risks identified by senior management 

 
The survey of issuers in the sample highlighted that “other risks” are monitored by the audit committee in 
69% of cases and by another board committee in 9% of cases. Such monitoring is undertaken directly by 
the board of directors in 22% of cases. 

2.3. Analysis of the audit committee’s core remit 

As a prelude, it should be noted that the law explicitly states that audit committees are responsible for 
monitoring the following:  
 

(a) the financial reporting process  
(b) the effectiveness of internal control and risk management systems  
(c) statutory audits of the company’s annual and, where applicable, consolidated financial statements   
(d) the independence of the statutory auditors  

 
This study focused more specifically on points (a) and (b). 
 

• Monitoring the financial reporting process and monitoring the effectiveness of internal control 
and risk management systems 

 
All of the issuers who responded said that monitoring of the financial reporting process was reviewed by 
the audit committee. All respondents also said that their audit committees monitor the effectiveness of 
internal control and risk management systems. Furthermore, 71% of respondents said that a specific audit 
committee meeting was dedicated to such monitoring. 

2.4. The audit committee and internal control and risk management systems  

 
2.4.1. Problems identified by internal or external audits 

 
The survey of issuers in the sample found that audit committees, which are responsible for ensuring that 
adequate internal control and risk management systems are in place, ensured in 97% of cases that 
corrective action was taken to address any weaknesses identified by internal control systems. 
  

2.4.2. Accounting issues examined by the audit committee 
 

The questionnaire looked at whether audit committees examine certain information linked to the financial 
statements.  The following chart shows the key issues: 
 

Key accounting issues examined by the audit committ ee 

 

Major transactions 

Application of new 
standards 

Impairment tests 

Accounting options 

Acquisitions/ 
disposals 

Scope of consolidation 
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2.4.3. Risks relating to the preparation and treatment of financial and accounting data 

 
All of the issuers who responded said that monitoring of the financial reporting process was reviewed by 
the audit committee. 
 

2.4.4. Monitoring of statutory audit fees and statutory auditors’ duties 
 
In 83% of cases, audit committees monitored statutory auditors’ budgets to ensure they were appropriate 
to the duties performed. 
 
The survey of issuers in the sample also found that 92% of audit committees carried out checks to ensure 
that joint statutory auditors were working together effectively.  
Meanwhile, audit committees familiarised themselves with the results of “services directly related to 
auditing” in 86% of cases.  

2.5. Performance of the audit committee’s duties 

 
2.5.1. Relations between the audit committee and the company 

 
The AMF’s report on audit committees highlighted that audit committees may communicate with 
stakeholders within the company as they deem necessary for the performance of their duties.  
 
The study showed that audit committees communicate with the following departments: 
 

Company departments with which audit committees com municate 

 
Finance 

 
Treasury Internal 

audit/internal 
control 

Risk 
management 

Financial 
control 

Legal Heads of 
operating 
departments 

 

 
It can also be noted that the vast majority of audit committees communicate with the finance and internal 
audit or internal control departments, while only 44% regularly communicate with heads of operating 
departments. 
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2.5.2.  Relations between parent and subsidiary audit committees 
 

The AMF report on audit committees highlighted that, in the case of groups, more than one company 
within a listed group may have an audit committee, either because such companies have voluntarily opted 
to have such a committee or because their securities are admitted to trading on a regulated market. There 
are no regulations governing relations between different audit committees within the same group, nor are 
there are any rules governing the exchange of information between a parent’s audit committee and 
subsidiaries’ audit committees. 
  
Where subsidiaries are fully consolidated by their parent, it is appropriate for the parent’s audit committee 
to be aware of any significant conclusions reached by subsidiary audit committees in relation to group 
financial or accounting reporting procedures or internal control and risk management procedures. 

 
• Fully consolidated listed subsidiaries 

 
Within the survey sample, 24 issuers had fully consolidated listed subsidiaries. Among these 24 issuers, 
in only 46% of cases (11 issuers) were audit committees aware of conclusions reached by subsidiary 
audit committees in relation to group financial or accounting reporting procedures.  
 
 

• Equity accounted listed companies 
 

Similarly, where listed companies are shown in the parent’s financial statements using the equity 
accounting method, dialogue between audit committees – via the relevant corporate bodies – appears to 
be a possibility except in cases where, in practice, the company does not exert sufficient influence to 
enable specific information to be exchanged within timescales that are compatible with the parent’s 
reporting deadlines. 
 
Among the 23 issuers whose financial statements showed equity accounted listed companies, only one 
confirmed that there was dialogue between the two companies’ audit committees. 
 

2.6. Relations with the board 

 
The survey of issuers in the sample found that audit committees’ work was always reported to the board, 
at least at each annual or interim accounting cut-off. 
 
Furthermore, audit committees’ responsibilities were assessed by the board in 57% of cases. 
 

2.7. Use of outside experts 

 
Of those issuers who responded, 23% said that their audit committees call on outside experts for their 
opinion on specific technical subjects, where applicable. 
 

2.8. Relations with the statutory auditors 

 
Of those audit committees in the sample, 61% meet with the statutory auditors once or twice a year (at the 
annual and interim accounting cut-offs), while 39% hold such meetings three or more times a year.  
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Number of discussion meetings between the audit com mittee and  
the statutory auditors 

 
 
It should be noted that 66% of audit committees meet with the statutory auditors without any 
representatives of the company in attendance.  
 
 

2.9. Link between the audit committee and the chairman’s report on internal control and risk 
management procedures 

 
Based on the survey carried out, 96% of issuers stated that their audit committees familiarise themselves 
with the chairman’s report on internal control and risk management procedures. However, audit 
committees only put forward observations in 27% of cases.  
 

2.10. Role of the audit committee as regards press releases linked to periodic disclosures 

 
The survey of issuers in the sample highlighted that 94% of audit committees are advised in advance of 
annual and/or interim financial results announcements. 
 
Meanwhile, 82% are informed in advance of the market release of restated or non-GAAP accounting 
indicators, while 57% wish to know whether these types of non-GAAP indicators are used by the issuer’s 
main competitors.  
 
Finally, 81% claim to have put in place reporting on the future effects of IFRS to help identify their 
potential impact on the financial statements. 
  
 
 
 
 
 
 
 
 
 

One 
Two 

Three or more 


