INTERNATIONAL BRIEFINGS

financial sector, which included a set of
proposals under public consultation. These
proposals include:

Portugal
Vigira de Almeida
Lishon

Financial re

he Portuguese financial secror is

regulated by three differenc entiries,

each with powers to supervise a
specific indusery: the Basco de Portugal, for
the banking industry; the Comissdn do

Mercado de Valores Mobilidrigs (or CMVM), -~

for the seeurities and investment services

industry and the fnstituro de Seguros de

Portugal {or [SP) for the insurance indusery.
These three regulatars recently joined

effarts in the concext of the National .

Council of Financial Regulators — a forum
created by the Portuguese governmenr in
2000 ro facilitare the exchange of
information and co-ordinate the acriviries
between the regutators — and produced a
report on the better regulation of the

gulation .

In the short werm, imposing cthe legal
requirement chat companies have ac least
one independent auditor within dheir
auditing body te all banks and insurance
companies (and not only to those that are
issuers of securities admirted 1o a regulac-
ed market) znd, in the longer term,
increasing the reguirement on indepen-
dency to the majority of the members of
the auditing bodies of such entities;

The adoption of a commen question-
naire, ro be submicred ro either one of
the regulators, of the informaton neces-
sary for the verification of the integriny
and experience of the members of the
management and auditing bodies, as well
as the establishment of a duty of periodi-
cal renewal of such informarion;
Establishing a legal assumption under
which the verificarion of the incegrity
requirement in respect of a member of
the management or supervisory body by
cither one of the regulators is also suitable
for the other regulators, in what has been
called the “passparc of the member of a
corporate body”);

Establishing an obligation for the insur-
ance companies, credit insticutions and
financizl companics to publish and moni-
tor the performance of respective profes-
sional codes of conducr;

Extending transparency obligadons of
corporate governance and other pracrices
imposed on listed companies, and o
credic institutions and insurance compa-
nies, as to the issuance of an annual state-
ment on corporate governance and the
requirements for minimum contents of
the informartion to be made available on
the relevant company’s website;

The crearion of a new type of company,
an “Investment Company”, aimed at
replacing several existing eypes of finan-
cial companies with activities that tend to
overlap and so reduce the number of pos-
sible forms for legal vehicies;

The adoption of a commeon official form
for the required notifications regarding
acquisitions of qualifying holdings in reg-
wated carities, with such forms being
available on the regulators’ websites;
Studying the possible standardizarion of
the incerpretation of criteria used for
zrtribution of voting rights, and establish-
ing a mechanism to exchange informa-
tion en qualifying heldings in those cases
where the relevanc entity is supervised by
more than one regulator;

= Eliminating the need to produce owo sep-
arate reports on internal control, one for
rhe Banco de Portugal and the other for
the CMVM, by establishing a unified set
of miaimum contenss and requirements
applicable o these repores and by provid-
ing 1 single timeframe for submission to
bath authoricies; and

*+ Eliminating the reed o duplicare repore-
ing obligations on accounting informa-
tion by concentrating the reporting oblig-
ation on the Banco de Portugal which, in
curn, shall make the relevant information
available to the CMVM via a sceure
channel.

The regulators have proposed the end of
2007 as a deadline for the implementation
of most of the above measures, and market
participants were invited to comment on the
repore until the end of Seprember 2007.

These measures seem reasonable and are
likely ro gather open support from the
majority of the market, and may even be
seen as helping everybody concerned.

Although nothing is certain at this point,
and taking into consideration the level of
alignment and commitment the regulacors
have shown, we andcipate that some (not to
say most) of these measures are lilely o
come into farce for 2008.

Porcuguese regulators are noc ye ralking
about the implementation of a system of
joint regulation, similar to whar we see in
the UK, but this is a good step, showing a
good experience of working together by all
chree of the Portuguese regulators. Who
knows where this co-operation may end?

Peetro Cassiane Santos and Hugo Rosa
Ferverra
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