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I IN T R O D U C T IO N

Introductory remarks

Materiality clause

1. C E S R  a c k n o w l e d g e s  t h a t  t h e  m a t e r i a l i t y  p r i n c i p l e  a l r e a d y  i n  f o r c e  u n d e r  A r t i c l e  5 .1
o f  t h e  D i r e c t i v e  a n d  R e g u l a t i o n  w i l l  a l s o  a p p l y  t o  i t s  r e c o m m e n d a t i o n s . T h e r e f o r e ,
w h e n  i n f o r m a t i o n  i s  n o t  m a t e r i a l  i n  t h e  c o n t e x t  o f  t h e  s e c u r i t i e s  o r  t h e  i s s u e r ,  C E S R
d o e s  n o t  e x p e c t  i s s u e r s  t o  m e n t i o n  i t .

R eco m m en d atio n s ad ap ted  to  th e d if f eren t typ es o f  securities

2 . W h e n  p r o d u c i n g  t h e  r e c o m m e n d a t i o n s ,  C E S R  h a s  t a k e n  i n t o  c o n s i d e r a t i o n  t h e
o v e r a r c h i n g  p r i n c i p l e  o f  a r t i c l e  5  a n d  7  o f  t h e  D i r e c t i v e  w h e r e b y  t h e  i n f o r m a t i o n
i n c l u d e d  i n  a  p r o s p e c t u s  h a s  t o  b e  g i v e n  a c c o r d i n g  t o  t h e  p a r t i c u l a r  n a t u r e  o f  t h e
i s s u e r  a n d  o f  t h e  s e c u r i t i e s  o f f e r e d  t o  t h e  p u b l i c  o r  a d m i t t e d  t o  t r a d i n g . C E S R  h a s ,
t h e r e f o r e ,  s e t  t h e  s c o p e  t o  c l a r i f y  t o  w h a t  t y p e s  o f  s e c u r i t i e s  e a c h  r e c o m m e n d a t i o n
s h o u l d  a p p l y ,  b e a r i n g  i n  m i n d  t h a t  i n v e s t o r s  n e e d  a  d i f f e r e n t  l e v e l  o f  d i s c l o s u r e
d e p e n d i n g  o n  t h e  s e c u r i t i e s  o f f e r e d  o r  a d m i t t e d  t o  t r a d i n g .

D up licatio n  o f  in f o rm atio n  sh o uld  b e av o id ed

3 . W h e r e  i n f o r m a t i o n  t o  w h i c h  a  r e c o m m e n d a t i o n  r e f e r s  i s  a l r e a d y  d i s c l o s e d  e l s e w h e r e
i n  t h e  p r o s p e c t u s ,  i s s u e r s  m a y  r e f e r  t o  w h e r e  t h a t  i n f o r m a t i o n  c a n  b e  f o u n d  i n s t e a d
o f  d u p l i c a t i n g  i t ,  p r o v i d e d  t h i s  d o e s  n o t  h a r m  t h e  r e a d a b i l i t y  o f  t h e  p r o s p e c t u s . I n
a n y  c a s e ,  C E S R  e x p e c t s  i s s u e r s  t o  p r e s e n t  t h e  i n f o r m a t i o n  i n  a n  e a s i l y  a n a l y s a b l e  a n d
c o m p r e h e n s i b l e  f o r m .

B uild in g  b lo ck  ap p ro ach

4 . C E S R  p o i n t s  o u t  t h a t  t h e  b u i l d i n g  b l o c k  a p p r o a c h  t h a t  w a s  f o l l o w e d  i n  t h e
P r o s p e c t u s  R e g u l a t i o n  i s ,  w h e n  a p p l i c a b l e ,  t o  b e  f o l l o w e d  a l s o  i n  r e l a t i o n  t o  t h e
r e c o m m e n d a t i o n s . T h e r e f o r e ,  i f  r e c o m m e n d a t i o n s  h a v e  b e e n  p r o v i d e d  f o r  s o m e  o f
t h e  d i s c l o s u r e  r e q u i r e m e n t s  i n c l u d e d  i n  t h e  d i f f e r e n t  “ b l o c k s ”  c o m b i n e d  b y  t h e
i s s u e r  i n  o r d e r  t o  d r a f t  i t s  p r o s p e c t u s ,  t h e  i s s u e r  i s  e x p e c t e d  t o  f o l l o w  a l l  t h e
r e c o m m e n d a t i o n s .

O b j ecti v e of  th e recommendati ons

5 . O n e  o f  C E S R ’ s  o b j e c t i v e s  w h e n  p r o d u c i n g  t h e  a d v i c e  f o r  t h e  E u r o p e a n  C o m m i s s i o n
( E C )  w a s  t o  f o c u s  t h e  i n f o r m a t i o n  r e q u i r e m e n t s  o f  t h e  l e v e l  2  l e g i s l a t i v e  m e a s u r e s  o n
t h e  i n f o r m a t i o n  t h a t  i s  r e l e v a n t  t o  t h e  i n v e s t o r ,  i n  l i n e  w i t h  t h e  L a m f a l u s s y  P r o c e s s .
A n o t h e r  o b j e c t i v e  w a s  t o  a v o i d  a n y  k i n d  o f  a m b i g u i t y  t h a t  c o u l d  l e a d  t o  d i f f e r e n t
i n t e r p r e t a t i o n s  o f  t h e  r u l e s  a n d ,  t h e r e f o r e ,  h a m p e r  t h e  f u n c t i o n i n g  o f  t h e  S i n g l e
M a r k e t . I n  o r d e r  t o  f a c i l i t a t e  t h e  u n d e r s t a n d i n g  o f  c e r t a i n  d i s c l o s u r e  r e q u i r e m e n t s ,
C E S R  p r o v i d e s  r e c o m m e n d a t i o n s  t h a t  w i l l  f a c i l i t a t e  t h e  c o n s i s t e n t  i m p l e m e n t a t i o n
o f  t h e  f u t u r e  R e g u l a t i o n ,  w i t h o u t  i m p o s i n g  f u r t h e r  o b l i g a t i o n s  o n  i s s u e r s . T h i s  v i e w
w a s  s h a r e d  b y  m a n y  r e s p o n d e n t s  t o  C E S R ’ s  c o n s u l t a t i o n s .
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6. T h e  s e c o n d  i n t e r i m  r e p o r t  m o n i t o r i n g  t h e  L a m f a l u s s y  P r o c e s s  i s s u e d  i n  D e c e m b e r
2 0 0 3  b y  t h e  I n t e r - I n s t i t u t i o n a l  M o n i t o r i n g  G r o u p  a l s o  s h a r e s  t h i s  a p p r o a c h  a n d
s p e c i f i c a l l y  e n c o u r a g e s  C E S R  a n d  t h e  n a t i o n a l  r e g u l a t o r y  a u t h o r i t i e s  t o  i n t e n s i f y  a n d
s p e e d  u p  i t s  w o r k  a t  l e v e l  3 .

7 . W h e n  p r o d u c i n g  a  p r o s p e c t u s ,  i s s u e r s  a n d  t h e i r  a d v i s e r s  m a y  h a v e  d o u b t s  a b o u t  t h e
e x t e n t  o f  t h e  i n f o r m a t i o n  t o  b e  s u p p l i e d  u n d e r  a  c e r t a i n  i t e m  i n  t h e  s c h e d u l e . T h e
p u r p o s e  o f  t h e s e  r e c o m m e n d a t i o n s  w o u l d  b e  t o  h e l p  i s s u e r s  a n d  t h e i r  a d v i s e r s  t o
m a k e  s u c h  j u d g e m e n t s  a n d  t o  a s s i s t  c o n s i s t e n c y  a c r o s s  E u r o p e  i n  t h e  w a y  i n  w h i c h
t h e s e  s c h e d u l e s  a r e  i m p l e m e n t e d . S u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h e  l e v e l  1  P r o s p e c t u s
D i r e c t i v e ,  w h i c h  a r e  t r a n s p o s e d  b y  M e m b e r s  S t a t e s ,  a n d  t h e  p r o v i s i o n s  o f  t h e  l e v e l  2
C o m m i s s i o n ’ s  R e g u l a t i o n  o n  p r o s p e c t u s e s ,  w h i c h  a r e  d i r e c t l y  a p p l i c a b l e ,  C E S R ’ s
m e m b e r s  w i l l  r e c o m m e n d  t h a t  i s s u e r s  p r e p a r e  t h e i r  p r o s p e c t u s e s  a c c o r d i n g  t o  t h e
r e c o m m e n d a t i o n s  u n l e s s  t h e y  t u r n  o u t  t o  b e  u n s u i t a b l e  t o  a  p a r t i c u l a r  c a s e .

8 . T h e  r e c o m m e n d a t i o n s  w i l l  f a c i l i t a t e  n o t  o n l y  t h a t  t h e  i m p l e m e n t a t i o n  o f  t h e  r u l e s  i s
c o n s i s t e n t  a c r o s s  t h e  E U  b u t  a l s o ,  b y  w a y  o f   t h e  p r i o r  p u b l i c  c o n s u l t a t i o n  p r o c e s s
t h a t  h a s  b e e n  f o l l o w e d ,  t h a t  t h e  v i e w s  f r o m  m a r k e t  p a r t i c i p a n t s  a n d  e n d - u s e r s  w i l l
b e  f u l l y  c o n s i d e r e d .

Status of the recommendations

9 . T h e  o u t c o m e  o f  C E S R ’ s  w o r k  i s  r e f l e c t e d  i n  c o m m o n  r e c o m m e n d a t i o n s  w h i c h  d o  n o t
c o n s t i t u t e  E u r o p e a n  U n i o n  l e g i s l a t i o n  a n d  w i l l  n o t  r e q u i r e  n a t i o n a l  l e g i s l a t i v e  a c t i o n .
C E S R  M e m b e r s  w i l l  i n t r o d u c e  t h e s e  r e c o m m e n d a t i o n s  i n  t h e i r  d a y - t o - d a y  r e g u l a t o r y
p r a c t i c e s  o n  a  v o l u n t a r y  b a s i s . T h e  w a y  i n  w h i c h  t h e s e  r e c o m m e n d a t i o n s  w i l l  b e
a p p l i e d  w i l l  b e  r e v i e w e d  r e g u l a r l y  b y  C E S R . C E S R  r e c o m m e n d a t i o n s  f o r  t h e
c o n s i s t e n t  i m p l e m e n t a t i o n  o f  t h e  C o m m i s s i o n ’ s  R e g u l a t i o n  o n  P r o s p e c t u s e s  w i l l  n o t
p r e j u d i c e ,  i n  a n y  c a s e ,  t h e  r o l e  o f  t h e  C o m m i s s i o n  a s  g u a r d i a n  o f  t h e  T r e a t i e s .

B ack g round

1 0 . T h e  P r o s p e c t u s  D i r e c t i v e  w a s  p u b l i s h e d  i n  t h e  O f f i c i a l  J o u r n a l  o f  t h e  E u r o p e a n
U n i o n  o n  3 1  D e c e m b e r  2 0 0 3 . M e m b e r  S t a t e s  h a v e  t o  t r a n s p o s e  t h e  d i r e c t i v e  i n  t h e
d o m e s t i c  l a w s  o r  r e g u l a t i o n s  n o  l a t e r  t h a n  1  J u l y  2 0 0 5 .

1 1 . T h e  C o m m i s s i o n  R e g u l a t i o n  8 0 9 / 2 0 0 4  i m p l e m e n t i n g  t h e  P r o s p e c t u s  D i r e c t i v e  w a s
p u b l i s h e d  o n  3 0  A p r i l  2 0 0 4 . T h e  R e g u l a t i o n  s h a l l  a p p l y  f r o m  1  J u l y  2 0 0 5 .

1 2 . T h e  R e g u l a t i o n  i s  b a s e d  o n  t h e  a d v i c e  t h a t  C E S R  s u b m i t t e d  a t  t h e  r e q u e s t  o f  t h e  E C ,
f o l l o w i n g  a  p r e v i o u s  c o n s u l t a t i o n  w i t h  i n d u s t r y  a n d  u s e r s  o f  t h e  l e g i s l a t i o n . C E S R
p r o v i d e d  i t s  a d v i c e  o n  J u l y ,  S e p t e m b e r  a n d  D e c e m b e r  2 0 0 3 .

1 3 . T o  t h a t  e f f e c t  C E S R  s e t  u p  a n  E x p e r t  G r o u p  o n  P r o s p e c t u s ,  t h a t  w a s  r e s p o n s i b l e  f o r
d e v e l o p i n g  t h e  a d v i c e  t o  t h e  E C . C E S R  d e c i d e d  t h a t  t h i s  g r o u p  w o u l d  c o n t i n u e  t h e
l e v e l  t h r e e  w o r k  w h i c h  i s  t h e  s u b j e c t  o f  t h i s  p a p e r . T h e  g r o u p  i s  c h a i r e d  b y  P r .
F e r n a n d o  T e i x e i r a  d o s  S a n t o s ,  C h a i r m a n  o f  t h e  P o r t u g u e s e  C o m i s s a o  d o  M e r c a d o  d e
V a l o r e s  M o b i l i á r i o s  a n d  s u p p o r t e d  f r o m  t h e  C E S R  S e c r e t a r i a t  b y  J a v i e r  R u i z . T h e
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Expert group set up two working sub-groups coordinated by Adetutu Odutola of the
U K  F inancial S erv ices Authority and by C ristina D ias from  the P ortuguese
C om m ission.  R aq uel G arcia from  the S panish C om isió n N acional del M ercado de
V alores co-ordinates the two drafting groups.

1 4 .  An im portant part of this work relates to disclosure of financial inform ation where
specific technical expertise in the field of financial reporting and auditing is needed.
T his has therefore been carried out j ointly by the P rospectus G roup and C ES R -F in.
C ES R -F in is a perm anent group on financial reporting and is chaired by J ohn T iner,
C hief Executiv e of the U K  F S A.  M ichel C olinet is the secretary of C ES R -F in.

1 5 .  I n addition,  under the term s of C ES R ’ s P ublic S tatem ent of C onsultation P ractices
( R ef:  C ES R / 0 1 -0 0 7 c) ,  a C onsultativ e W orking G roup ( the “ C W G ” )  has been
established to adv ise the Expert G roup.  T he P rospectus G roup has m et twice with the
C W G  and its m em bers hav e prov ided written contributions to the drafting sub-
groups that were taken into account when this paper was prepared.  T he m em bers of
the C W G  are the following:

− Ms Carmen Barrenechea Fernández, I nterm oney T ituliz ació n,  S G F T  and
m em ber of the European S ecuritisation F orum  Executiv e C om m ittee.

− Mr Franç o i s Bav o i l l o t , Arcelor.
− Ms D eb o rah t er Beek , AB N  Am ro R othschild.
− Ms Cat heri ne D eni s- D endau w , the H igh C ouncil of the Econom ic

professions and the C om m ission for Accounting S tandards and of the sub-
C om m ission I AS / I F R S .

− Mr K ev i n D esmo nd, P rice W aterhouse C oopers.
− Mr A x el  Fo rst er, L uxem bourg S tock Exchange.
− Mr W o l f g ang  G erhardt , S al.  Oppenheim  j r.  &  C ie.  K gaA,  F rankfurt am  M ain.
− Mr A l ai n G o u v erney re, Ernst &  Y oung F rance.
− Mr S v ant e J o hansso n, S tockholm  U niv ersity and L inklaters,  S tockholm

office.
− Mr S p y ro s L o rent zi adi s, Ernst &  Y oung S outheast Europe.
− Ms E v a Mari a S at t l eg g er, R aiffeisenz entralbank.
− Mr N u nzi o  V i sci ano , I talian S tock Exchange.

1 6 .  On 4  M arch 2 0 0 4 ,  C ES R  published a C all F or Ev idence ( R ef:  C ES R / 0 4 -0 5 7 )  inv iting
all interested parties to subm it v iews by 1 5  April 2 0 0 4  on the issues which C ES R
should consider when producing the recom m endations.  C ES R  receiv ed around 1 2
subm issions and these can be v iewed on the C ES R ’ s website.

1 7 .  On J une 2 0 0 4  C ES R  published a consultation paper on its proposed
recom m endations for the consistent im plem entation of the C om m ission’ s R egulation
on prospectuses inv iting interested parties to subm it com m ents until 1 8  October.
C ES R  receiv ed around 4 8  subm issions and these can be v iewed on the C ES R ’ s
website.

1 8 .  T o facilitate the consultation process,  C ES R  held an open hearing on 7  S eptem ber
2 0 0 4  at the C ES R  prem ises.

References

1 9 .  P apers already published by C ES R  which are relev ant to this paper are:
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• CESR’s Advice (July submission) on level 2 implementing measures for the prospectus
directive (CESR/ 0 3 - 20 8 )

• CESR’s Advice (September submission) on level 2 implementing measures for the
prospectus directive (CESR/ 0 3 - 3 0 0 )

• CESR’s Advice (D ecember submission) on level 2 implementing measures for the
prospectus directive (CESR/ 0 3 - 3 9 9 )

• T he role of CESR at “ level 3 ”  under the L amfalussy process (CESR/ 0 4 - 1 0 4 b)
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II  FINANCIAL INFORMATION ISSUES

1. SELECTED FINANCIAL INFORMATION

Item 3 of Annex I (RD for shares), item 3 of Annex IV (RD debt and derivative securities
w ith a denomination of l ess than E U R 5 0  0 0 0 ) and item 3 of Annex X  (RD for dep ositary
receip ts issued over shares).

3. Selected financial information

3.1 . Selected historical financial information regarding the issuer, presented for each
financial y ear for the period cov ered b y  the historical financial information, and any
sub seq uent interim financial period, in the same currency  as the financial information.
T he selected historical financial information must prov ide the k ey  figures that summarise
the
financial condition of the issuer.

3.2 . I f selected financial information for interim periods is prov ided, comparativ e data from
the same period in the prior financial y ear must also b e prov ided, ex cept that the
req uirement for comparativ e b alance sheet information is satisfied b y  presenting the y ear
end b alance sheet information.

A. Introduction

2 0 .  T he primary  purpose of including selected historical financial information in a
prospectus is to summariz e k ey  information coming out of the historical financial
information of the issuer, for each financial y ear cov ered b y  the historical financial
information and any  further interim financial period.

B . S e l e cte d F ina ncia l  F ig ure s  R e com m e nde d

2 1 .  T he selection of figures must b e b ased on relev ance criteria on a case b y  case b asis,
and so it is a q uestion of j udgement to assess w hich selected information must b e
highlighted for a particular issuer in the specific circumstances w hen the prospectus
is presented, such as the sphere of economic activ ity  of the issuer, its industrial
sector, the maj or captions of its financial statements, the ty pe of securities b eing
offered or issued, etc.

2 2 .  T hese k ey  figures must b e ex tracted directly  on a straight- forw ard b asis from the
historical and interim financial information included in the prospectus.  I f the
historical financial information included in the document is restated, the selected
financial data must b e tak en out from the restated historical financial information.

2 3 .  O n a v oluntary  b asis ev ery  issuer is free to highlight other additional financial
figures.  T hese additional financial figures might b e calculated from, or elab orated
b ased on, the figures directly  ex tracted from the historical and interim financial
information.  I t is also possib le to ex tract additional financial figures from parts of
the prospectus other than the historical and interim financial information.  T he
actual historical and interim financial information should b e giv en greater
prominence than those additional figures.
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24. W h e n  t h e  i n f o r m a t i o n  i s  d e r i v e d  b e c a u s e  t h e  i s s u e r  d e c i d e s  t o  i n c l u d e  a d d i t i o n a l
f i n a n c i a l  f i g u r e s  w h i c h  e n t a i l  s o m e  k i n d  o f  c a l c u l a t i o n  f r o m ,  o r  e l a b o r a t i o n  b a s e d  o n ,
t h e  f i g u r e s  d i r e c t l y  c o n t a i n e d  i n  t h e  h i s t o r i c a l  a n d  i n t e r i m  f i n a n c i a l  i n f o r m a t i o n ,
t h e n  t h e  f o l l o w i n g  p r i n c i p l e s  c o u l d  b e  u s e f u l l y  t a k e n  i n t o  c o n s i d e r a t i o n  w h e n
a d d i t i o n a l  f i n a n c i a l  f i g u r e s  a r e  b e i n g  s e l e c t e d . A d d i t i o n a l  f i n a n c i a l  f i g u r e s  s h o u l d  b e :
Understandable,  i .e . t h e y  s h o u l d  c o n t a i n  c l e a r  d e s c r i p t i o n s  a n d ,  w h e r e  n e e d e d ,
d e f i n i t i o n s  a b o u t  t h e  s o u r c e s  o f  t h e  d a t a  a n d  m e t h o d  o f  c a l c u l a t i o n  i n  o r d e r  n o t  t o  b e
t o o  c o m p l e x  f o r  i n v e s t o r s  t o  u n d e r s t a n d ;  R elev ant ,  i .e . t h e y  s h o u l d  b e  s u p p o r t e d  b y
a  t h o r o u g h  a n a l y s i s  o f  t h e  s p e c i f i c  i s s u e r ' s  b u s i n e s s  e n v i r o n m e n t  a n d  s h o u l d  f a i r l y
h i g h l i g h t  t h e  k e y  i s s u e r ’ s  f i n a n c i a l  a s p e c t s  a b o u t  t h e  f i n a n c i a l  c o n d i t i o n  ( a n d
p e r f o r m a n c e ) ;  R ec o nc i lable,  i .e . t h e y  s h o u l d  b e  c a p a b l e  o f  j u s t i f i c a t i o n  b y  b e i n g
r e c o n c i l e d   w i t h  t h e  h i s t o r i c a l  a n d  i n t e r i m  f i n a n c i a l  i n f o r m a t i o n  d a t a  i n c l u d e d  i n  t h e
p r o s p e c t u s ,  w h e r e  t h e  b a s i s  o f  t h e s e  f i g u r e s  a r e  e x p e c t e d  t o  b e  t a k e n  o u t  f r o m .

25 . E x a m p l e s  o f  s e l e c t e d  f i n a n c i a l  d a t a  t h a t  t h e  i s s u e r  m a y  c h o o s e  t o  p r e s e n t :

a )  n e t  s a l e s  o r  o p e r a t i n g  r e v e n u e s ;

b )  p r o f i t  ( l o s s )  f r o m  o p e r a t i o n s ;

c )  p r o f i t  ( l o s s )  f r o m  c o n t i n u i n g  o p e r a t i o n s ;

d )  p r o f i t  o r  l o s s  f o r  t h e  p e r i o d  a n d  a l l o c a t i o n  a t t r i b u t a b l e  t o  m i n o r i t y  i n t e r e s t s ,
a n d  t o    e q u i t y  h o l d e r s  o f  t h e  p a r e n t ;

e )  b a s i c  a n d  d i l u t e d  e a r n i n g s  p e r  s h a r e  a m o u n t s  f o r  p r o f i t  o r  l o s s  a t t r i b u t a b l e  t o
o r d i n a r y  e q u i t y  h o l d e r s  a n d ,  i f  p r e s e n t e d ,  p r o f i t  o r  l o s s  f r o m  c o n t i n u i n g
o p e r a t i o n s  a t t r i b u t a b l e  t o  t h o s e  e q u i t y  h o l d e r s ;

f )  t o t a l  a s s e t s ;

g )  t o t a l  n o n - c u r r e n t  a s s e t s ;

h )  t o t a l  n o n - c u r r e n t  a s s e t s  h e l d  f o r  s a l e ;

i )  t o t a l  e q u i t y  a t t r i b u t a b l e  t o  e q u i t y  h o l d e r s  o f  t h e  p a r e n t ;

j )  m i n o r i t y  i n t e r e s t ;  a n d

k )  d i v i d e n d s  d e c l a r e d  p e r  s h a r e .

26 . I f  i n  a c c o r d a n c e  w i t h  A n n e x  I ,  p a r a g r a p h  20 .1 ,  t h e  l a s t  t w o  y e a r s  a u d i t e d  h i s t o r i c a l
f i n a n c i a l  i n f o r m a t i o n  a r e  p r e s e n t e d  i n  a  f o r m  c o n s i s t e n t  w i t h  t h a t  w h i c h  w i l l  b e
a d o p t e d  i n  t h e  i s s u e r ’ s  n e x t  p u b l i s h e d  a n n u a l  f i n a n c i a l  s t a t e m e n t s  a n d  a s  a  r e s u l t  a l l
f i n a n c i a l  p e r i o d s  a r e  n o t  f u l l y  c o m p a r a b l e ,  t h e  i s s u e r  c o u l d  c o n s i d e r  f o l l o w i n g  o n e  o f
t h e  w a y s  r e c o m m e n d e d  f o r  t h e  p r e s e n t a t i o n  o f  h i s t o r i c a l  i n f o r m a t i o n .

2. OPERATING AND FINANCIAL REVIEW

Item 9 of Annex I (RD for shares) and item 9 of Annex X (RD for depositary receipts issued
ov er shares).
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9. Operating and financial review

F inancial C o nditio n

To the extent not covered elsewhere in the registration document, provide a description of
the issuer’ s financial condition, changes in financial condition and results of operations for
each y ear and interim period, for which historical financial information is req uired,
including the causes of material changes from y ear to y ear in the financial information to
the extent necessary  for an understanding of the issuer’ s b usiness as a whole.

Operating R es u lts

I nformation regarding significant factors, including unusual or infreq uent events or new
developments, materially  affecting the issuer' s income from operations, indicating the
extent to which income was so affected.

W here the financial statements disclose material changes in net sales or revenues, provide a
narrative discussion of the reasons for such changes.

I nformation regarding any  governmental, economic, fiscal, monetary  or political policies or
factors that have materially  affected, or could materially  affect, directly  or indirectly , the
issuer' s operations.

2 7 .  The O F R  should assist the investor’ s assessment of the past performance of the
issuer b y  setting out a fair analy sis of the development and performance of the
issuer’ s b usiness and of its financial condition, together with a description of the
principal risk s and uncertainties that it faces.  This analy sis should b e a b alanced and
comprehensive one consistent with the siz e and complexity  of the b usiness, in order
to provide investors with a historical review of the issuer’ s performance and financial
condition ‘ through the ey es of management’ .  The O F R  should focus on those issues
which the issuer considers to b e significant in the circumstances of their b usiness as
a whole.

2 8 .  To the extent necessary  for an understanding of the company ’ s development,
performance or condition, the analy sis may  include b oth financial and, where
appropriate, non- financial k ey  performance indicators relevant to the particular
b usiness ( k ey  value drivers) , including information relating to environmental and
employ ee matters.

2 9 .  P erformance should b e discussed in the context of the long- term ob j ectives of the
b usiness.

3 0 .  The analy sis should cover any  special factors that have affected performance in the
period under review;  this includes influences whose effect cannot b e q uantified, as
well as any  specific non- recurring items reported in the financial statements.
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31. T h e  O F R  s h o u l d  p r o v i d e  i n f o r m a t i o n  a b o u t  t h e  d i f f e r e n t  co m p o n e n t s  o f  e a r n i n g s
a n d  ca s h  f l o w  a n d  t h e  e x t e n t  t o  w h i ch  t h e y  a r e  r e cu r r i n g  e l e m e n t s ,  t h e r e b y  e n a b l i n g
i n v e s t o r s  t o  m a k e  a  b e t t e r  p r e d i ct i o n  a b o u t  t h e  s u s t a i n a b i l i t y  o f  e a r n i n g s  a n d  ca s h
f l o w  i n  t h e  f u t u r e . T h e  O F R  s h o u l d  a l s o  d i s cu s s  a n y  r e t u r n s  t o  s h a r e h o l d e r s
i n cl u d i n g  d i s t r i b u t i o n s  a n d  s h a r e  r e p u r ch a s e s .

32 . T h e  i s s u e r  a n d  i t s  a d v i s e r s ,  w h e n  co m p i l i n g  t h e  O F R ,  s h o u l d  b e a r  i n  m i n d  t h e
f o l l o w i n g  o v e r a r ch i n g  p r i n ci p l e s :

Audience:  T h e  O F R  s h o u l d  f o cu s  o n  m a t t e r s  t h a t  a r e  r e l e v a n t  t o  i n v e s t o r s  a n d
s h o u l d  n o t  a s s u m e  a  d e t a i l e d  p r i o r  k n o w l e d g e  o f  t h e  b u s i n e s s ,  n o r  o f  t h e  s i g n i f i ca n t
f e a t u r e s  o f  i t s  o p e r a t i o n  e n v i r o n m e n t . T h u s ,  i s s u e r s  s h o u l d  n o t  a s s u m e  t h a t  a l l
i n v e s t o r s  a r e  q u a l i f i e d  i n v e s t o r s .

T im e- f r a m e:  T h e  O F R  s h o u l d  d i s cu s s  t h e  p e r f o r m a n ce  o f  t h e  p e r i o d s  f o r  w h i ch
h i s t o r i ca l  f i n a n ci a l  i n f o r m a t i o n  i s  r e q u i r e d  i n  t h e  p r o s p e ct u s ,  i d e n t i f y i n g  t h o s e
t r e n d s  a n d  f a ct o r s  r e l e v a n t  t o  t h e  i n v e s t o r ’ s  a s s e s s m e n t  o f  t h e  p a s t  p e r f o r m a n ce  o f
t h e  i s s u e r ’ s  b u s i n e s s  a n d  t h e  a ch i e v e m e n t  o f  i t s  l o n g - t e r m  o b j e ct i v e s .

R el ia b il it y :  T h e  O F R  s h o u l d  b e  n e u t r a l ,  f r e e  f r o m  b i a s ,  d e a l i n g  e v e n - h a n d e d l y  w i t h
b o t h  g o o d  a n d  b a d  a s p e ct s . W h e r e  a  s i g n i f i ca n t  m a t t e r  i s  n o t  d i s cu s s e d  i n  t h e  O F R
f o r  i n s t a n ce  b e ca u s e  i t  i s  d i s cu s s e d  e l s e w h e r e  i n  t h e  p r o s p e ct u s ,  t h e  i s s u e r  s h o u l d
e n s u r e  t h a t  i n v e s t o r s  a r e  n o t  m i s l e d  b y  t h e  o m i s s i o n  b y  p r o v i d i n g  cr o s s - r e f e r e n ce s .

C o m p a r a b il it y :  A l t h o u g h  t h e  a p p r o a ch  a d o p t e d  i n  t h e  p r e s e n t a t i o n  o f  t h e  O F R  b y
t h e  i s s u e r  m a y  b e  d i f f e r e n t  f r o m  t h a t  o f  o t h e r  i s s u e r s ,  t h e  d i s cl o s u r e  s h o u l d  b e
s u f f i ci e n t  f o r  t h e  i n v e s t o r  t o  b e  a b l e  t o  co m p a r e  t h e  i n f o r m a t i o n  w i t h  s i m i l a r
i n f o r m a t i o n  a b o u t  t h e  i s s u e r  f o r  t h e  p e r i o d  u n d e r  r e v i e w . C o m p a r a b i l i t y  w i l l  b e
e n h a n ce d  i f  t h e  m e a s u r e s  d i s cl o s e d  a r e  a cce p t e d  a n d  w i d e l y  u s e d  e i t h e r  w i t h i n  t h e
i n d u s t r y  s e ct o r  o r  m o r e  g e n e r a l l y .

3. CAPITAL RESOURCES

Item 10 of Annex I (RD for shares) and item 10 of Annex X (RD for depositary receipts
issu ed ov er shares).

10 .1 I n f o r m a t i o n  co n ce r n i n g  t h e  i s s u e r ' s  ca p i t a l  r e s o u r ce s  ( b o t h  s h o r t  a n d  l o n g  t e r m ) ;

10 .2 A n  e x p l a n a t i o n  o f  t h e  s o u r ce s  a n d  a m o u n t s  o f  a n d  a  n a r r a t i v e  d e s cr i p t i o n  o f  t h e
i s s u e r ' s  ca s h  f l o w s ;

10 .3 I n f o r m a t i o n  o n  t h e  b o r r o w i n g  r e q u i r e m e n t s  a n d  f u n d i n g  s t r u ct u r e  o f  t h e  i s s u e r ;

10 .4 I n f o r m a t i o n  r e g a r d i n g  a n y  r e s t r i ct i o n s  o n  t h e  u s e  o f  ca p i t a l  r e s o u r ce s  t h a t  h a v e
m a t e r i a l l y  a f f e ct e d ,  o r  co u l d  m a t e r i a l l y  a f f e ct ,  d i r e ct l y  o r  i n d i r e ct l y ,  t h e  i s s u e r ' s
o p e r a t i o n s .

10 .5 I n f o r m a t i o n  r e g a r d i n g  t h e  a n t i ci p a t e d  s o u r ce s  o f  f u n d s  n e e d e d  t o  f u l f i l  co m m i t m e n t s
r e f e r r e d  t o  i n  i t e m s  5 .2 .3. a n d  8 .1.

33. U n d e r  t h i s  d i s cl o s u r e  r e q u i r e m e n t ,  t h e  i s s u e r  s h o u l d  d i s cu s s  ca p i t a l  r e s o u r ce s  a n d
l i q u i d i t y . I n f o r m a t i o n  o n  r e l e v a n t  r a t i o s ,  s u ch  a s  i n t e r e s t  co v e r  a n d  d e b t / e q u i t y
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ratios, where appropriate, shou l d  b e prov id ed  as wel l  as inf ormation on the ex isting
l ong  term capital  resou rces and  f u nd ing  stru ctu re.

3 4 .  C ash inf l ows and  ou tf l ows d u ring  the l atest f inancial  period  and  any  su b seq u ent
interim period  as wel l  as material  chang es thereaf ter shou l d  b e d escrib ed , incl u d ing
a b rief  d iscu ssion of  any  material  u nu sed  sou rces of  l iq u id ity .  T he d iscu ssion shou l d
cov er an anal y sis of  the sou rces and  amou nts of  the issu er' s cash f l ows, incl u d ing  the
natu re and  ex tent of  any  material  l eg al  or economic restrictions on the ab il ity  of
su b sid iaries to transf er f u nd s to the company  in the f orm of  cash d iv id end s, l oans or
ad v ances and  the impact su ch restrictions hav e had  or are ex pected  to hav e on the
ab il ity  of  the company  to meet its cash ob l ig ations.  S u ch constraints wou l d  incl u d e
ex chang e control s and  tax ation conseq u ences of  transf ers.

3 5 .  T he d iscu ssion al so shou l d  incl u d e f u nd ing  and  treasu ry  pol icies and  ob j ectiv es in
terms of  the manner in which treasu ry  activ ities are control l ed , the cu rrencies in
which cash and  cash eq u iv al ents are hel d , the ex tent to which b orrowing s are at f ix ed
rates, and  the u se of  f inancial  instru ments f or hed g ing  pu rposes.  A s f ar as this
inf ormation is su b stantial l y  d escrib ed  in the f inancial  statements of  the issu er, there
is no need  to repeat the inf ormation as l ong  as there is a cross- ref erence to the
inf ormation.

3 6 .  T he issu er' s ex isting  l iq u id ity , as wel l  as the issu er' s anticipated  sou rces of  f u nd s
need ed  to f u l f il  commitments, shou l d  b e d iscu ssed , incl u d ing  a commentary  on the
l ev el  of  b orrowing s, the seasonal ity  of  b orrowing  req u irements ( ind icated  b y  the
peak  l ev el  of  b orrowing s d u ring  that period )  and  the matu rity  prof il e of  b oth
b orrowing s and  u nd rawn committed  b orrowing  f acil ities.

3 7 .  W here the issu er has entered  into cov enants with l end ers which cou l d  hav e material
ef f ect of  restricting  the u se of  cred it f acil ities, and  rel ev ant neg otiations with the
l end ers on the operation of  these cov enants are tak ing  pl ace, this f act shou l d  b e
d iscu ssed .  W here a b reach of  cov enant has occu rred  or is ex pected  to occu r, the
prospectu s shou l d  g iv e inf ormation on how the issu er intend s to remed y  the
situ ation.  W here the inf ormation on capital  resou rces ( e. g .  b reach of  cov enants)
ov erl aps with the inf ormation prov id ed  in the work ing  capital  statement ( I tem 3 . 1 ,
A nnex  I I I ) , there is no need  to repeat the inf ormation b u t the issu ers may  cross ref er
to the work ing  capital  statement.

4. PROFIT FORECASTS OR ESTIMATES

Item 13 of Annex I (RD for shares), Item 9 of Annex IV (Debt and Derivatives RD with a
denomination of l ess than E U R 5 0  0 0 0 ), Item 8  of Annex IX  (Debt and Derivatives RD
with a denomination of at l east E U R 5 0  0 0 0 ), Item 13 of Annex X  (RD for dep ositary
rec eip ts issu ed over shares) and Item 8  of Annex X I (B ank s RD).

P arag raph 4 2  is not rel ev ant f or A nnex  I X  and  X I  insof ar as it rel ates to the req u irement f or
an accou ntant or au d itors'  report  that is not incl u d ed  in those sched u l es

13. Profit forecasts or estimates
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If an issuer chooses to include a profit forecast or a profit estimate the registration
document must contain the information set out in items 1 3 . 1  and 1 3 . 2 :

1 3 . 1  A  statement setting out the principal assumptions upon w hich the issuer has b ased its
forecast,  or estimate.
T here must b e a clear distinction b etw een assumptions ab out factors w hich the memb ers of
the administrativ e,  management or superv isory  b odies can influence and assumptions ab out
factors w hich are ex clusiv ely  outside the influence of the memb ers of the administrativ e,
management or superv isory  b odies;  the assumptions must b e readily  understandab le b y
inv estors,  b e specific and precise and not relate to the general accuracy  of the estimates
underly ing the forecast.

1 3 . 2  A  report prepared b y  independent accountants or auditors stating that in the opinion of
the independent accountants or auditors the forecast or estimate has b een properly
compiled on the b asis stated and that the b asis of accounting used for the profit forecast or
estimate is consistent w ith the accounting policies of the issuer.

1 3 . 3  T he profit forecast or estimate must b e prepared on a b asis comparab le w ith the
historical financial information.

1 3 . 4 If a profit forecast in a prospectus has b een pub lished w hich is still outstanding,  then
prov ide a statement setting out w hether or not that forecast is still correct as at the time of
the registration document,  and an ex planation of w hy  such forecast is no longer v alid if that
is the case.

3 8 .  A s opposed to profit forecasts,  estimates are not ex pected to b e that assumption-
sensitiv e.  H ence,  assumptions are to a great ex tent superseded b y  estimates in that
contex t b ecause estimates refer to economic transactions that hav e already  occurred.

3 9 .  A s stated in A rticle 2 . 1 1  of the R egulation,  “ P rofit estimate”  means a “ profit forecast
for a financial period w hich has ex pired and for w hich results hav e not y et b een
pub lished” .  It w ould therefore b e ex pected that in most cases,  the statutory  financial
information pub lished after estimates w ould confirm data prev iously  pub lished as
estimate.  T his constitutes an important difference from profit forecast,  as forecasts
are b y  there v ery  nature uncertain.

4 0 .  T he inclusion of a profit forecast or estimate in a prospectus is the responsib ility  of
the issuer and persons responsib le for the prospectus and due care and diligence
must b e tak en to ensure that profit forecasts or estimates are not misleading to
inv estors.

4 1 .  In addition,  the follow ing principles should b e tak en into consideration w hen profit
forecasts or estimates are b eing compiled.  P rofit forecasts or estimates should b e:

− Understandable,  i. e P rofit forecasts or estimates should contain disclosure

that is not too complex  or ex tensiv e for inv estors to understand;

− R eli able,  i. e.  P rofit forecasts should b e supported b y  a thorough analy sis of the

issuer' s b usiness and should represent factual and not hy pothetical strategies,

plans and risk  analy sis;
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− Comparable, i.e. Profit forecasts or estimates should be capable of justification

by  comparison w ith outcomes in the form of historical financial information;

− R elev an t , i.e. Profit forecasts or estimates must hav e an ability  to influence

economic decisions of inv estors and prov ided on a timely  basis so as to influence

such decisions and assist in confirming  or correcting  past ev aluations or

assessments.

4 2 . W here an issuer prov ides a profit forecast or estimate in a reg istration document, if
the related schedules so req uires, it must be reported upon by  independent
accountants or auditors in the reg istration document ( as described in item 1 3 .2  of
A nnex  I  of the R eg ulation) . W here the issuer does not produce a sing le prospectus,
upon the issuance of the securities note and summary  at a later time, the issuer
should either:

- confirm the profit forecasts or estimates;  or

- state that the profit forecasts or estimates are no long er v alid or correct;  or

- mak e appropriate alteration of profit forecasts or estimates. I n this case, they

must be reported upon as described in item 1 3 .2  of A nnex  I  of the R eg ulation.

4 3 . I f an issuer has made a statement other than in a prev ious prospectus that w ould
constitute a profit forecast or estimate if made in a prospectus, for instance, in a
reg ulatory  announcement, and that statement is still outstanding  at the time of
publication of the prospectus, the issuer should consider w hether the forecasts or
estimates are still material and v alid and choose w hether or not to include them in
the prospectus.

4 4 . C E S R  considers that there is a presumption that an outstanding  forecast made other
than in a prev ious prospectus w ill be material in the case of share issues ( especially
in the contex t of an I PO ) . T his is not necessarily  the presumption in case of non-
eq uity  securities.

4 5 . W here there is an outstanding  profit forecast or estimate in relation to a material
undertak ing  w hich the issuer has acq uired, the issuer should consider w hether it is
appropriate to mak e a statement as to w hether or not the profit forecast or estimate
is still v alid or correct.

4 6 . T he issuer should also ev aluate the effects of the acq uisition and the profit forecast
made by  that undertak ing  on its ow n financial position and report on it as it w ould
hav e done if the profit forecast or estimate had been made by  the issuer.

4 7 . T he forecast or estimate should normally  be of profit before tax  ( disclosing
separately  any  non- recurrent items and tax  charg es if they  are ex pected to be
abnormally  hig h or low ) . I f the forecast or estimate is not of profit before tax , the
reasons for presenting  another fig ure from the profit and loss account must be
disclosed and clearly  ex plained.

4 8 . F urthermore, the tax  effect should be clearly  ex plained. W hen the results are
published relating  to a period cov ered by  a forecast or estimate, the published
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financial statements must disclose the relevant figure so as to enable the forecast and
actual results to be directly  comp ared.

4 9 .   C E S R  recognises that often,  in p ractice,  there is a fine line betw een w hat constitutes
a p rofit forecast and w hat constitutes trend information as detailed in item 1 2  of
A nnex  I  of the R egulation.  A  general discussion about the future or p rosp ects of the
issuer under trend information w ill not normally  constitute a p rofit forecast or
estimate as defined in A rticles 2 . 1 0  and 2 . 1 1  of the R egulation ( “ any  form of w ords
w hich ex p ressly  or by  imp lication indicates a figure or minimum or max imum figure
for the lik ely  level of p rofits or losses for the current financial p eriod and/ or
subseq uent p eriods or contains data from w hich a calculation of such a figure for
future p rofits or losses may  be made,  even if no p articular figure is mentioned and
the w ord ' p rofit'  or ' loss'  is not used” ) .  W hether or not a statement constitutes p rofit
forecasts or estimates is a q uestion of fact and w ill dep end up on the circumstances of
the p articular issuer.

5 0 .  T his is a non- ex haustive list of factors that an issuer is ex p ected to tak e into
consideration w hen p rep aring forecasts:

- p ast results,  mark et analy sis,  strategic evolutions,  mark et share,  and p osition of
the issuer

- financial p osition and  p ossible changes therein
- descrip tion of the imp act of an acq uisition or disp osal,  change in strategy  or any

maj or change in environmental matters and technology
- changes in legal and tax  environment
- commitments tow ard third p arties
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5. HISTORICAL FINANCIAL INFORMATION

Item 20.1 of Annex I (RD for shares) and item 20.1 of Annex X (RD for depository
rec eipts issu ed ov er shares).

20.1 Historical Financial Information

Audited historical financial information covering the latest 3 financial years (or such
shorter p eriod that the issuer has b een in op eration) ,  and the audit rep ort in resp ect of
each year.  S uch financial information must b e p rep ared according to R egulation (E C )
N o 1 6 0 6 / 2 0 0 2 ,  or if not ap p licab le,  to a M emb er S tate national accounting standards
for issuers from the C ommunity.  F or third country issuers,  such financial information
must b e p rep ared according to the international accounting standards adop ted p ursuant
to the p rocedure of Article 3 of R egulation (E C )  N o 1 6 0 6 / 2 0 0 2  or to a third country’ s
national accounting standards eq uivalent to these standards.  I f such financial
information is not eq uivalent to these standards,  it must b e p resented in the form of
restated financial statements.

T he last tw o years audited historical financial information must b e p resented and
p rep ared in a form consistent w ith that w hich w ill b e adop ted in the issuer’ s nex t
p ub lished annual financial statements having regard to accounting standards and
p olicies and legislation ap p licab le to such annual financial statements.

I f the issuer has b een op erating in its current sp here of economic activity for less than
one year,  the audited historical financial information covering that p eriod must b e
p rep ared in accordance w ith the standards ap p licab le to annual financial statements
under the R egulation (E C )  N o 1 6 0 6 / 2 0 0 2 ,  or if not ap p licab le to a M emb er S tate
national accounting standards w here the issuer is an issuer from the C ommunity.  F or
third country issuers,  the historical financial information must b e p rep ared according to
the international accounting standards adop ted p ursuant to the p rocedure of Article 3 of
R egulation (E C )  N o 1 6 0 6 / 2 0 0 2  or to a third country’ s national accounting standards
eq uivalent to these standards.  T his historical financial information must b e audited.

I f the audited financial information is p rep ared according to national accounting
standards,  the financial information req uired under this heading must include at least:
(a)  b alance sheet;
(b )  income statement;
(c)  a statement show ing either all changes in eq uity or changes in eq uity other than
those arising from cap ital transactions w ith ow ners and distrib utions to ow ners;
(d)  cash flow  statement;
(e)  accounting p olicies and ex p lanatory notes

T he historical annual financial information must b e indep endently audited or rep orted
on as to w hether or not,  for the p urp oses of the registration document,  it gives a true
and fair view ,  in accordance w ith auditing standards ap p licab le in a M emb er S tate or an
eq uivalent standard.

Introduction: Restatements pursuant to paragraph 2 of item 20.1

5 1 .  T his tex t p rovides recommendations on the ap p lication in several circumstances of
the second p aragrap h of item 2 0 . 1  of Annex  I ,  in p articular in the situations w here
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this provision will lead to the restatement of the previously published historical
financial information.

5 2 .  T he second parag raph of item 2 0 . 1  was mainly introduced considering  the specific
situation of new applicants offering  securities to the mark et for the first time,  and
seek ing  listing  of these securities on an E U  reg ulated mark et.  I ndeed,  new applicants
will often ( but not always)  have to chang e their set of accounting  standards1 after
their admission to trading .  I n many cases,  this will lead them to adopt I A S / I F R S  as
basis for their consolidated accounts,  instead of the local G A A P  they used until when
they prepare and file the initial listing  prospectus 2 .

5 3 .  I n this case,  it is important that the historic financial information presented to
investors within a prospectus is comparable both within the track  record being
presented and also with the way it will be presented on an ong oing  basis ( once
listed) .  A s ex plained below,  restatement to I A S / I F R S  of previously published
financial information ( initially prepared under local G A A P )  will ensure a hig her level
of transparency and comparability.

5 4 .  T he second parag raph of the item 2 0 . 1  of A nnex  I  also applies to situations where the
set of accounting  standards used in the nex t published financial statements is
identical to the set of accounting  standards used in the last published financial
statements.   R ecommendations are also provided on how issuers should have reg ard,
for the presentation of historical financial information,  to the accounting  standards
or policies that,  within the set of standards,  will be adopted by the issuer whether
voluntary or imposed by the E U  or national reg ulation.

5 5 .  T he following  ex ample will illustrate some of the possible different situations.
C onsider an issuer preparing  a prospectus for a public offering  and admission to
trading  of these securities on a reg ulated mark et in 2 0 1 0 .  T he issuer must statutorily
present its financial statements e. g .  in M arch,  every year.  B alance sheet date is 3 1
D ecember.

a.  Situation a: the set of accounting standards will change (in the
nex t p ub lished financial statem ents) .  P oint A  below.

T he issuer is a new applicant and used national G A A P  as basis for its
statutory consolidated financial statements in 2 0 0 7 ,  2 0 0 8  and 2 0 0 9 .
P ursuant to the E U  R eg ulation 1 6 0 6 / 2 0 0 2 ,  the issuer will have to apply

                                                       
1 A set of accounting standards refers to a consistent and complete body of accounting rules issued by
one standard setter,  such  as th e national standards and G AAP  or th e I AS / I F R S .  C ompliance w ith  a
set of standards usually needs full compliance w ith  all th e req uirements of each  applicable standards
and interpretations.

2  I n compliance w ith  article 4  of th e E U  R egulation 1 6 0 6 / 2 0 0 2  of 1 9  J uly 2 0 0 2  on th e application of
international accounting standards,  companies w h ose securities are traded on a regulated mark et
h av e to apply th e endorsed I AS / I F R S  for th e preparation and presentation of th eir consolidated
financial statements.  F or th e oth er companies,  application of I AS / I F R S  depends on th e ch oice of th e
relev ant M ember S tates w h ich  can req uire or allow  application of th ese standards.  I ts is ex pected th at
in th e longer term,  most E uropean companies seek ing an initial listing w ill adopt I AS / I F R S  as basis
for th eir statutory consolidated accounts before being listed as th is w ill facilitate th e application to
listing.  H ow ev er,  it is necessary to env isage th e situation w h ere issuers apply national accounting
standards before becoming listed.
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IAS/IFRS as from 1st J an u ary  2 0 10  ( an d  p re se n t  c omp arat i v e s u n d e r
IAS/IFRS as at  3 1 D e c e mb e r 2 0 0 9 ) .  If t h e  IP O  t ak e s p l ac e  aft e r M arc h  2 0 10 ,
t h e  next published financial statements w i l l  b e  t h e  2 0 10  on e s,  i . e .  IAS/IFRS
fi n an c i al  st at e me n t s as at  3 1 D e c e mb e r 2 0 10  w h i c h  w i l l  ac t u al l y  b e  p u b l i sh e d
i n  M arc h  2 0 11.

A si mi l ar si t u at i on  i s t h at  of i ssu e rs w h i c h  v ol u n t ari l y  d e c i d e  at  t h e  t i me  of
t h e  IP O  t o ad op t  IAS/IFRS for t h e  p re p arat i on  of t h e  fi n an c i al  st at e me n t s as
at  3 1 D e c e mb e r 2 0 0 9 ,  al t h ou g h  h i st ori c al  fi n an c i al  i n format i on  w as al w ay s
p re se n t e d  u n d e r l oc al  b e fore .

b .  Situation b: the set of standards does not change ( in the nex t
p ubl ished financial  statem ents) .  P oi n t  B  b e l ow .

 i .  T h e  i ssu e r al re ad y  u se d  IAS/IFRS as b asi s for i t s c on sol i d at e d
ac c ou n t s ( t h i s i s t h e  c ase  i f t h e  i ssu e r i s al re ad y  l i st e d  or i f t h e  i ssu e r i s
a n e w  ap p l i c an t  b u t  u se d  t o ap p l y  IAS/IFRS b e fore  t h e  offe ri n g ,  i n
ac c ord an c e  w i t h  i t s n at i on al  re p ort i n g  frame w ork ) .

 i i .  T h e  i ssu e r i s a n e w  ap p l i c an t  an d  u se d  n at i on al  G AAP  as b asi s for i t s
st at u t ory  c on sol i d at e d  fi n an c i al  st at e me n t s i n  2 0 0 6 ,  2 0 0 7  an d  2 0 0 8 .
As t h e  IP O  t ak e s p l ac e  b e fore  M arc h  2 0 10 ,  t h e  next published
financial statements w i l l  b e  t h e  2 0 0 9  on e s,  i . e .  n at i on al  G AAP
fi n an c i al  st at e me n t s.

A. Issuers applying a different set of standards in the last and in the next
pub lished financ ial statem ents

Presentation of historical annual financial information

5 6 .  In  t h i s c ase ,  t h e  i ssu e r i s re q u i re d  t o c omp l e t e l y  re st at e  t h e  fi n an c i al  i n format i on
c ov e ri n g  t h e  l ast  t w o fi n an c i al  y e ars ( i n  t h e  e x amp l e  2 0 0 9  an d  2 0 0 8 ) .  T h e
re st at e me n t  ap p l i e s t o al l  p art s an d  asp e c t s of t h e  fi n an c i al  st at e me n t s.  T h e  re st at e d
fi n an c i al  i n format i on  mu st  b e  au d i t e d  or re p ort e d  on .

5 7 .  T h e  i ssu e r i s n ot  re q u i re d  t o re st at e  t h e  fi rst  y e ar ( i n  t h e  e x amp l e  2 0 0 7 )  b u t  i n c l u si on
of t h e  fi rst  y e ar i n  t h e  p rosp e c t u s re mai n s man d at ory  p u rsu an t  t o t h e  p arag rap h  1 of
i t e m 2 0 . 1 ( for sh are  re g i st rat i on  d oc u me n t s) .  W h e re  t h e  i ssu e r d e c i d e s n ot  t o re st at e
t h i s fi rst  y e ar,  i t  may  ad op t  a p re se n t at i on  format  for t h e  t h re e  y e ars of fi n an c i al
i n format i on  t h at  al l ow s c omp arab i l i t y  an d  c on t i n u i t y  ov e r t i me .

5 8 .  T h i s ap p roac h  i s t o u se  t h e  mi d d l e  p e ri od  ( 2 0 0 8 )  as a b ri d g e  from t h e  fi rst  y e ar
( 2 0 0 7 )  an d  t h e  t h i rd  y e ar ( 2 0 0 9 ) ,  b y  p re se n t i n g  t h e  mi d d l e  p e ri od  u n d e r t h e  t w o se t s
of ac c ou n t i n g  st an d ard s.

5 9 .  In d i c at i v e  format  w h e n  t h e  i n format i on  i s d i sp l ay e d  on  t h e  fac e  of t h e  fi n an c i al
st at e me n t s

It e ms of Fi n an c i al
St at e me n t s

Y e ar 2 0 0 9
U n d e r IFRS

Y e ar 2 0 0 8
U n d e r IFRS

Y e ar 2 0 0 8
U n d e r p re v i ou s

Y e ar 2 0 0 7
U n d e r p re v i ou s
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(restated) G A A P
(as p rev i o u sl y
p u b l i sh ed)

G A A P
(as p u b l i sh ed)

6 0 .  F o r th e p resen tati o n  o f  th e f i n an c i al  i n f o rm ati o n  as p rep ared u n der p rev i o u s G A A P ,
i ssu ers c an  c h o o se to  p resen t th em  o n  th e f ac e o f  th e f i n an c i al  statem en ts u si n g  th e
“ b ri dg e ap p ro ac h ”  desc ri b ed ab o v e w h en  th e “ o l d”  an d “ n ew ”  f o rm ats o f  ac c o u n ts are
su f f i c i en tl y  c o m p arab l e o r,  i f  i t i s n o t th e c ase,  to  p resen t th ese f i n an c i al  statem en ts
p rep ared u n der p rev i o u s G A A P  o n  sep arate p ag es.

6 1 .  T h e b ri dg e ap p ro ac h  m ay  al so  b e u sed w h en  h i sto ri c al  f i n an c i al  i n f o rm ati o n  c o v ers 2
y ears an d th e restatem en t i s req u i red o n l y  f o r th e m o st rec en t y ear.  I t i s th en
ap p l i c ab l e e. g .  to  deb t an d deri v ati v e sec u ri ti es i ssu ers p u rsu an t to  i tem  1 3 . 1  o f
A n n ex  I V  an d p u rsu an t to  i tem  1 1 . 1  o f  A n n ex  I X  an d f o r asset b ac k ed sec u ri ti es
i ssu ers p u rsu an t to  i tem  8 . 2  o f  A n n ex  V I I .

When is the issuer considered as first time adopter of IFRS?

6 2 .  I n  th e c i rc u m stan c es desc ri b ed ab o v e,  an  addi ti o n al  q u esti o n  i s to  k n o w  w h en  th e
i ssu er h as to  b e c o n si dered as f i rst ti m e ado p ter o f  I F R S  f o r th e p u rp o se o f
ap p l i c ati o n  o f  I F R S  1  F i rst- ti m e A do p ti o n  o f  I n tern ati o n al  F i n an c i al  R ep o rti n g
S tan dards.  I n  o th er w o rds,  ref erri n g  to  ex am p l e g i v en  ab o v e,  i s th e i ssu er c o n si dered
as f i rst ti m e ado p ter f o r 2 0 0 9  f i n an c i al  statem en ts (as restated to  I A S / I F R S
f o l l o w i n g  th e restatem en t ru l e o f  p arag rap h  2  o f  i tem  2 0 . 1 ) o r f o r 2 0 1 0  f i n an c i al
statem en t (ap p l i c ati o n  o f  E U  R eg u l ati o n  1 6 0 6 / 2 0 0 2 )?

6 3 .  P arag rap h  3  o f  I F R S  1  i n di c ates th at “ A n  en ti ty ’ s f i rst I F R S  f i n an c i al  statem en ts are
th e f i rst an n u al  f i n an c i al  statem en ts i n  w h i c h  th e en ti ty  ado p ts I F R S s,  b y  an  ex p l i c i t
an d u n reserv ed statem en t i n  th o se f i n an c i al  statem en ts o f  c o m p l i an c e w i th  I F R S s” .
T h e p arag rap h  4  o f  th e S tan dard adds th at I F R S  1  do es n o t ap p l y  w h en  an  en ti ty
“ sto p s p resen ti n g  f i n an c i al  statem en ts u n der n ati o n al  req u i rem en ts,  h av i n g
p rev i o u sl y  p resen ted th em  as w el l  as an o th er set o f  f i n an c i al  statem en ts th at
c o n tai n ed an  ex p l i c i t an d u n reserv ed statem en t o f  c o m p l i an c e w i th  I F R S s” .

6 4 .  I t f o l l o w s f ro m  th e ab o v e th at w h en  th e sh are i ssu er h as to  p resen t au di ted f i n an c i al
statem en ts restated u n der I A S / I F R S  f o r th e l ast tw o  y ears i n  i ts p ro sp ec tu s,  th e
i ssu er sh o u l d ap p l y  I F R S  1  f o r th e f i n an c i al  statem en ts c o v eri n g  th e l ast y ear
p resen ted.  R ef erri n g  to  th e ex am p l e,  th e sh are i ssu er c o u l d ap p l y  I F R S  1  i n  th e 2 0 0 9
f i n an c i al  statem en ts (as restated u n der I F R S ) an d th i s i m p l i es th at th e 2 0 0 8
f i n an c i al  statem en ts w i l l  b e restated i n to  I A S / I F R S  as c o m p arati v es3.

Which IFRS to appl y ?

                                                       
3 T h i s  i s  n o t  a p p l i c a b l e  t o  i s s u e r s  s u c h  a s  d e b t  i s s u e r s  a n d  i s s u e r s  o f  d e r i v a t i v e  s e c u r i t i e s ,  w h o  a r e  n o t
r e q u i r e d  t o  p r e s e n t  t w o  y e a r s  u n d e r  I A S / I F R S  i n  p r o s p e c t u s ,  b u t  o n l y  t h e  m o s t  r e c e n t  y e a r .  I n  t h e s e
c a s e s ,  t h e  I F R S  f i n a n c i a l  s t a t e m e n t  i n c l u d e d  i n  t h e  p r o s p e c t u s  c a n n o t  b e  c o n s i d e r e d  a s  f i r s t  t i m e
a d o p t i o n  a c c o u n t s .
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65. B a s i c a l l y ,  t h e  r e q u i r e m e n t  i s  t o  a p p l y  a l l  I A S / I F R S  a s  e n d o r s e d  f o r  a p p l i c a t i o n  i n  t h e
E U  ( p u r s u a n t  t o  E C  R e g u l a t i o n  N o  1 60 6/ 2 0 0 2 )  e f f e c t i v e  a t  t h e  b a l a n c e  s h e e t  d a t e  o f
t h e  “ n e x t  p u b l i s h e d  f i n a n c i a l  s t a t e m e n t s ” .

66. I n  s o m e  c a s e s ,  i t  m a y  b e  d i f f i c u l t  t o  k n o w  w i t h  s u f f i c i e n t  c e r t a i n t y  w h i c h  s t a n d a r d s
o r  p o l i c i e s  w i l l  b e  a p p l i c a b l e  i n  t h e  “ n e x t  p u b l i s h e d  f i n a n c i a l  s t a t e m e n t ” . F o r
e x a m p l e  i f  t h e  p u b l i c  o f f e r  i s  r e a l i s e d  i n  2 0 1 0 ,  s o  f a r  t h e  n e x t  p u b l i s h e d  f i n a n c i a l
s t a t e m e n t  ( 2 0 1 0 )  a r e  n o t  i n c l u d e d  i n  t h e  p r o s p e c t u s . T h e n ,  w h e n  t h e  p r o s p e c t u s  i s
p r e p a r e d  a n d  f i l e d ,  t h e  i s s u e r  m a y  n o t  b e  a w a r e  o f  a l l  p o s s i b l e  f u t u r e  n e w  o r
a m e n d e d  s t a n d a r d s  w h i c h  w i l l  b e  i n  f o r c e  f o r  t h e  2 0 1 0  f i n a n c i a l  s t a t e m e n t s . I n  s o m e
o t h e r  ( r a r e )  c a s e s ,  t h e  r e t r o s p e c t i v e  a p p l i c a t i o n  o f  t h e  f u t u r e  n e w  o r  a m e n d e d
s t a n d a r d s  m a y  n o t  b e  p e r m i t t e d .

67 . R e s t a t e m e n t  o f  t h e  h i s t o r i c a l  f i n a n c i a l  i n f o r m a t i o n  w i l l  u s u a l l y  n o t  b e  p o s s i b l e  i n
s u c h  s i t u a t i o n s . I n  t h e s e  s i t u a t i o n s ,  i n  a d d i t i o n  t o  I A S  8  r e q u i r e m e n t s  ( s e e  b e l o w ) ,
t h e  i s s u e r  w i l l ,  i n  a c c o r d a n c e  w i t h  i t e m  2 0 .1  o f  p r o s p e c t u s  r e g u l a t i o n  h a v e  r e g a r d  t o
t h e s e  f u t u r e  n e w  o r  a m e n d e d  a c c o u n t i n g  s t a n d a r d s  a n d  p o l i c i e s  a p p l i c a b l e  t o  t h e
2 0 1 0  f i n a n c i a l  s t a t e m e n t s  b y  p r o v i d i n g  a d d i t i o n a l  d i s c l o s u r e ,  w h e r e  t h e  i n f o r m a t i o n
i s  a v a i l a b l e  a n d  i s  e x p e c t e d  t o  h a v e  a  m a t e r i a l  i m p a c t  o n  t h e  r e s u l t s  a n d  f i n a n c i a l
p o s i t i o n  o f  t h e  i s s u e r .

B. Issuers applying the same set of standards in the last and in the next
pub lished financ ial statements ( this b eing national G A A P  or IA S / IF R S )

68 . I n  t h i s  c a s e ,  t h e  i s s u e r  s h o u l d  b a s i c a l l y  f o l l o w  t h e  r e q u i r e m e n t s  o f  t h e  a p p l i c a b l e  s e t
o f  a c c o u n t i n g  s t a n d a r d s  r e l a t i n g  t o  c h a n g e s  i n  a c c o u n t i n g  p o l i c i e s  a n d / o r  t h e
t r a n s i t i o n a l  r e q u i r e m e n t s  i n  n e w  s t a n d a r d s . S u c h  r e q u i r e m e n t s  p r o v i d e  f o r  t h e
s o l u t i o n s  a i m e d  a t  e n s u r i n g  t h e  h i s t o r i c a l  c o m p a r a b i l i t y  b e t w e e n  a l l  f i n a n c i a l  p e r i o d s
p r e s e n t e d  ( i . e . r e t r o s p e c t i v e  a p p l i c a t i o n  a n d  r e s t a t e m e n t  a n d / o r  p r o v i s i o n  o f
a d d i t i o n a l  d i s c l o s u r e s ) .

69 . A s  f a r  a s  I A S / I F R S  a r e  c o n c e r n e d ,  t h i s  a s p e c t  i s  c o v e r e d  b y  I A S  8  A c c o u n t i n g
P o l i c i e s ,  C h a n g e s  i n  A c c o u n t i n g  E s t i m a t e s  a n d  E r r o r s  a n d  b y  s p e c i f i c  t r a n s i t i o n a l
p r o v i s i o n s  i n  a n y  I A S / I F R S .

7 0 . I A S  8  b a s i c  p r i n c i p l e  i s  t h a t  a  c h a n g e  i n  a c c o u n t i n g  p o l i c y  r e s u l t i n g  f r o m  t h e  i n i t i a l
a p p l i c a t i o n  o f  a  S t a n d a r d  o r  a n  I n t e r p r e t a t i o n  m u s t  b e  a c c o u n t e d  f o r  i n  a c c o r d a n c e
w i t h  t h e  s p e c i f i c  t r a n s i t i o n a l  p r o v i s i o n s ,  i f  a n y ,  i n  t h a t  S t a n d a r d  o r  I n t e r p r e t a t i o n .
W h e n  a n  e n t i t y  c h a n g e s  a n  a c c o u n t i n g  p o l i c y  u p o n  i n i t i a l  a p p l i c a t i o n  o f  a  S t a n d a r d
o r  a n  I n t e r p r e t a t i o n  t h a t  d o e s  n o t  i n c l u d e  s p e c i f i c  t r a n s i t i o n a l  p r o v i s i o n s  o r  c h a n g e s
a n  a c c o u n t i n g  p o l i c y  v o l u n t a r i l y ,  i t  s h a l l  a p p l y  t h e  c h a n g e  r e t r o s p e c t i v e l y  ( I A S  8 ,
p a r a g r a p h  4 9  a n d  f o l l o w i n g ) .

7 1 . T h e  S t a n d a r d  u s e s  t h e  ‘ i m p r a c t i c a b i l i t y ’  c r i t e r i o n  f o r  e x e m p t i o n  f r o m  c h a n g i n g
c o m p a r a t i v e  i n f o r m a t i o n  w h e n  c h a n g e s  i n  a c c o u n t i n g  p o l i c i e s  a r e  a p p l i e d
r e t r o s p e c t i v e l y . T h e  S t a n d a r d  i n c l u d e s  a  d e f i n i t i o n  o f  ‘ i m p r a c t i c a b l e ’  a n d
r e c o m m e n d a t i o n s  o n  i t s  i n t e r p r e t a t i o n . I A S  8  a l s o  p r o v i d e s  t h a t  w h e n  a n  e n t i t y  h a s
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not applied a new Standard or Interpretation that has been issued but is not yet
ef f ec tiv e,  the entity shall g iv e additional def ined disc losure.

7 2 .  It results f rom  these req uirem ents that the ac c ounting  standards and polic ies
applic able to the nex t published f inanc ial statem ent will,  in ac c ordanc e with the
ac c ounting  standards ( IA S or loc al G A A P ) ,  norm ally be tak en into ac c ount f or the
preparation of  the f inanc ial statem ents them selv es.  T heref ore,  no restatem ent f or the
prospec tus purposes is nec essary.  In theses c ases,  the set of  ac c ounting  standards
will adv ise the issuer how to deal with f uture new or am ended ac c ounting  standards
and polic ies applic able to the 2 0 1 0  f inanc ial statem ents.

7 3 .  In addition,  the issuer will,  in ac c ordanc e with item  2 0 . 1  of  prospec tus reg ulation
hav e reg ard to f uture new or am ended ac c ounting  standards and polic ies applic able
to the nex t published f inanc ial statem ents by prov iding  additional disc losure in the
prospec tus,  where the inf orm ation is av ailable and is ex pec ted to hav e a m aterial
im pac t on the results and f inanc ial position of  the issuer and where the f inanc ial
statem ents do not already inc lude suc h inf orm ation ( e. g .  in applic ation of  IA S 8 ,  as
ex plained abov e) .

7 4 .  W hen a prospec tus f or adm ission to trading  of  sec urities c ontains historic al f inanc ial
inf orm ation prepared on the basis of  national G A A P  only,  issuers m ig ht c onsider
g iv ing  additional IA S/ IF R S based f inanc ial inf orm ation ( in a c ondensed f orm  or
not) ,  so as to prov ide inv estors with inf orm ation c om parable on an ong oing  basis
( onc e adm itted to trading ) .

C. Audit of the annual financial information

7 5 .  T he f irst parag raph of  item  2 0 . 1  of  A nnex  I req uires issuers to prov ide audited
historic al inf orm ation c ov ering  the latest 3  f inanc ial years,  and the audit report in
respec t of  eac h year.

7 6 .  In ac c ordanc e with the 4 th and 7 th ac c ounting  E U  D irec tiv es,  the c om panies m ust
hav e their annual and c onsolidated ac c ounts audited by one or m ore persons
authoriz ed to audit ac c ounts under the laws of  the M em ber States4.  T he sam e
direc tiv es req uire that the annual and c onsolidated ac c ounts g iv e a true and f air v iew
( artic le 2 . 3  of  the 4 th D irec tiv e and artic le 1 6 . 3  of  the 7 th D irec tiv e) .

7 7 .  T hese prov isions apply to the statutory annual and c onsolidated ac c ounts of  all
c om panies and to the statutory audit of  these ac c ounts.

7 8 .  W hen historic al inf orm ation has been restated and an audit report is produc ed f or
the purposes of  the prospec tus,  the audit report shall be prov ided on any restated
ac c ounts presented in the prospec tus.  T he audit report will be presented in
ac c ordanc e with applic able national law of  M em ber States on audit reports.  If  the
issuer uses the " bridg e approac h"  presenting  the m iddle period under the two sets of
ac c ounting  standards,  the audit report need only c ov er the restated f inanc ial

                                                       
4 A r t i c l e  5 1  o f  t h e  F o u r t h  C o u n c i l  D i r e c t i v e  ( 7 8 / 6 6 0 / E E C )  o f  2 5  J u l y  1 9 7 8  ( a n n u a l  a c c o u n t s )  a n d
a r t i c l e  3 7  o f  t h e  S e v e n t h  C o u n c i l  D i r e c t i v e  8 3 / 3 49 / E E C  o f  1 3  J u n e  1 9 8 3  ( c o n s o l i d a t e d  a c c o u n t s ) .
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statements. The statutory audit report would be for the earliest period when the
bridg e approac h is adopted.

7 9 . The last parag raph of item 2 0 .1  abov e mentioned prov ides that “ The historic al
annual financ ial information must be independently audited or reported on as to
whether or not,  for the purpose of the reg istration doc ument,  it g iv es a true and fair
v iew,  in ac c ordanc e with auditing  standards applic able in a M ember S tate or an
eq uiv alent standard” .

8 0 . There are c ases where the issuers,  in ac c ordanc e with P rospec tus R eg ulation,  do not
need to prov ide c omparativ e information under I F R S s ( e.g . debt and deriv ativ e
sec urities issuers pursuant to item 1 3 .1  of A nnex  I V  and pursuant to item 1 1 .1  of
A nnex  I X  and asset bac k ed sec urities issuers pursuant to item 8 .2  of A nnex  V I I ) .
C E S R  is of the opinion that the one year I F R S  financ ial statement inc luded in the
prospec tus c annot be c onsidered as first time adoption ac c ounts. W hilst C E S R  would
ex pec t suc h information to be presented,  as far as possible on a basis c onsistent with
the c omparativ e information in the first time adoption ac c ounts,  C E S R  believ es there
must be some flex ibility in the applic ation of I F R S  1  to suc h financ ial information
produc ed for the purposes of the prospec tus. C E S R  notes that this financ ial
information does not c onstitute g eneral purpose financ ial statements under the I F R S
framework  and that spec ial purpose financ ial reports are outside its sc ope.

8 1 . The lac k  of c omparativ e information,  in c onnec tion with reporting  for the purposes
of the prospec tus where c omparativ e information is not req uired,  should not in itself,
result in a lac k  of a true and fair v iew.

8 2 . A s reg ards the audit of restated historic al information whic h does not inc lude
c omparativ e information,  auditors will be ex pec ted to duly follow the relev ant
applic able auditing  standards and to report ac c ording ly. I n this reg ard,  C E S R
understands that the restated historic al financ ial information in q uestion is not the
primary financ ial statements of the entity and,  c onseq uently,  should be c onsidered
additional financ ial information drawn up for the sole purpose of the prospec tus.
The auditor should report on this information throug h a spec ial purpose audit
report,  inc luding  an opinion on the " true and fair v iew"  as req uired by the P rospec tus
R eg ulation.

D. Content of historical annual financial information

8 3 . W hen the issuer applies I A S / I F R S  to present historic al annual financ ial information
in a reg istration doc ument,  that information should inc lude all those c omponents of
the c omplete set of financ ial statements as defined in I A S  1  and that information
should c ov er the latest 3  financ ial years.

8 4 . W here the historic al annual financ ial information has been restated in order to
c omply with the req uirements of the sec ond parag raph of the item 2 0 .1 ,  these
restated financ ial statements may be presented as a substitute to the statutory
financ ial statements.
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85. T h e  f o u r t h  p a r a g r a p h  o f  t h e  i t e m  2 0 .1  o f  A n n e x  1 5 o f  P r o s p e c t u s  R e g u l a t i o n  r e q u i r e s
t h a t  t h e  i s s u e r  a p p l y i n g  n a t i o n a l  a c c o u n t i n g  s t a n d a r d s  m u s t  i n c l u d e  a t  l e a s t  t h e
f o l l o w i n g  h i s t o r i c a l  a n n u a l  f i n a n c i a l  i n f o r m a t i o n  i n  a  r e g i s t r a t i o n  d o c u m e n t  w h i c h  i s
i n  l i n e  w i t h  t h e  r e q u i r e m e n t s  o f  I A S  1 :

( a )  b a l a n c e  s h e e t

( b )  i n c o m e  s t a t e m e n t

( c )  s t a t e m e n t  s h o w i n g  t h e  c h a n g e s  i n  e q u i t y

( d )  c a s h  f l o w  s t a t e m e n t

( e )  a c c o u n t i n g  p o l i c i e s  a n d  e x p l a n a t o r y  n o t e s

86 . I f  t h e  n a t i o n a l  a c c o u n t i n g  s t a n d a r d s  o f  a  M e m b e r  S t a t e  d o  n o t  i n c l u d e  r e g u l a t i o n  o n
h o w  t o  p r e p a r e  t h e  a b o v e  m e n t i o n e d  s t a t e m e n t s ,  e s p e c i a l l y  r e g a r d i n g  t h e  s t a t e m e n t s
( c )  a n d  ( d ) ,  a d d i t i o n a l  s t a t e m e n t s  w i l l  b e  p r e p a r e d  i n  a c c o r d a n c e  w i t h  t h e  a p p l i c a b l e
s e t  o f  a c c o u n t i n g  s t a n d a r d s . W h e n  a p p l i c a b l e  a c c o u n t i n g  s t a n d a r d s  d o  n o t  i n c l u d e
s p e c i f i c  g u i d a n c e  f o r  t h e  p r e p a r a t i o n  o f  s u c h  s t a t e m e n t s ,  t h e  I A S / I F R S  p r i n c i p l e s
s h o u l d  u s e f u l l y  b e  f o l l o w e d  t o  e x t e n t  p o s s i b l e .

6. PRO FORMA FINANCIAL INFORMATION

Annex II (Pro forma building block).

Annex II Pro forma financial information building block

T h e  p r o  f o r m a  i n f o r m a t i o n  m u s t  i n c l u d e  a  d e s c r i p t i o n  o f  t h e  t r a n s a c t i o n ,  t h e  b u s i n e s s e s  o r
e n t i t i e s  i n v o l v e d  a n d  t h e  p e r i o d  t o  w h i c h  i t  r e f e r s ,  a n d  m u s t  c l e a r l y  s t a t e  t h e  f o l l o w i n g :

a )  t h e  p u r p o s e  t o  w h i c h  i t  h a s  b e e n  p r e p a r e d ;

b )  t h e  f a c t  t h a t  i t  h a s  b e e n  p r e p a r e d  f o r  i l l u s t r a t i v e  p u r p o s e s  o n l y ;

c )  t h e  f a c t  t h a t  b e c a u s e  o f  i t s  n a t u r e ,  t h e  p r o  f o r m a  f i n a n c i a l  i n f o r m a t i o n  a d d r e s s e s  a
h y p o t h e t i c a l  s i t u a t i o n  a n d ,  t h e r e f o r e ,  d o e s  n o t  r e p r e s e n t  t h e  c o m p a n y ’ s  a c t u a l  f i n a n c i a l
p o s i t i o n  o r  r e s u l t s .

I n  o r d e r  t o  p r e s e n t  p r o  f o r m a  f i n a n c i a l  i n f o r m a t i o n ,  a  b a l a n c e  s h e e t  a n d  p r o f i t  a n d  l o s s
a c c o u n t ,  a n d  a c c o m p a n y i n g  e x p l a n a t o r y  n o t e s ,  d e p e n d i n g  o n  t h e  c i r c u m s t a n c e s  m a y  b e
i n c l u d e d .

                                                       
5 I t e m  1 3 . 1  o f  A n n e x  I V  ( R D  f o r  d e b t  a n d  d e r i v a t i v e  s e c u r i t i e s  w i t h  a  d e n o m i n a t i o n  p e r  u n i t  o f  l e s s
t h a n  E U R  50  0 0 0 )  a n d  i t e m  1 1 . 1  o f  A n n e x  X I  ( R D  f o r  b a n k s ) :  t h e  s t a t e m e n t  s h o w i n g  t h e  c h a n g e s  i n
e q u i t y  i s  n o t  r e q u i r e d .

I t e m  8 . 2  o f  A n n e x  V I I  ( R D  f o r  a s s e t  b a c k e d  s e c u r i t i e s )  a n d  i t e m  1 1 . 1  o f  A n n e x  I X  ( R D  f o r  d e b t  a n d
d e r i v a t i v e  s e c u r i t i e s  w i t h  a  d e n o m i n a t i o n  p e r  u n i t  o f  a t  l e a s t  E U R  50  0 0 0 :  t h e  s t a t e m e n t  s h o w i n g  t h e
c h a n g e s  i n  e q u i t y  a n d  t h e  c a s h  f l o w  s t a t e m e n t  a r e  n o t  r e q u i r e d .
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Pro forma financial information must normally be presented in columnar format, composed
of:

a)  th e h istorical unadj usted information;

b)  th e pro forma adj ustments;  and

c)  th e resulting  pro forma financial information in  th e final column.

T h e sources of th e pro forma financial information h av e to be stated and, if applicable, th e
financial statements of th e acq uired businesses or entities must be included in th e
prospectus

T h e pro forma information must be prepared in a manner consistent w ith  th e accounting
policies adopted by th e issuer in its last or nex t financial statements and sh all identify th e
follow ing :

a)  th e basis upon w h ich  it is prepared;

b)  th e source of each  item of information and adj ustment.

Pro forma information may only be publish ed in respect of

a)  th e current financial period;

b)  th e most recently completed financial period;  and/ or

c)  th e most recent interim period for w h ich  relev ant unadj usted information h as been or
w ill be publish ed or is being  publish ed in th e same document.

Pro forma adj ustments related to th e pro forma financial information must be:

clearly sh ow n and ex plained;

directly attributable to th e transaction;

factually supportable.

I n addition, in respect of a pro forma profit and loss or cash  flow  statement, th ey must be
clearly identified as to th ose ex pected to h av e a continuing  impact on th e issuer and th ose
w h ich  are not.
T h e report prepared by th e independent accountants or auditors must state th at in th eir
opinion:
th e pro forma financial information h as been properly compiled on th e basis stated;  th at
basis is consistent w ith  th e accounting  policies of th e issuer.

Clarification of certain terms used in the annex

8 7 .  ‘ F actually supportable’ :  th e nature of th e facts supporting  an adj ustment w ill v ary
according  to th e circumstances.  N ev erth eless, facts are ex pected to be capable of
some reasonable deg ree of obj ectiv e determination.  S upport mig h t typically be
prov ided by publish ed accounts, manag ement accounts, oth er financial information
and v aluations contained in th e document, purch ase and sale ag reements and oth er
ag reements to th e transaction cov ered by th e prospectus.  F or instance, in relation to
manag ement accounts, th e interim fig ures for an undertak ing  being  acq uired may be
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derived from the consolidation schedules underlying that undertaking's interim
statements.

8 8 .  ‘ D irectly attrib utab le to transactions’ :  P ro forma information should only reflect
matters that are an integral p art of the transactions w hich are describ ed in the
p rosp ectus.  I n p articular,  p ro forma financial information should not include
adj ustments w hich are dep endent on actions to b e taken once the current
transactions have b een comp leted,  even w here such actions are central to the issuer’ s
p urp ose in entering into the transactions.

8 9 .  T he accounting treatment ap p lied to adj ustments should b e p resented and p rep ared
in a form consistent w ith the p olicy the issuer w ould adop t in its last or nex t
p ub lished financial statements.  F or instance,  the issuer should not include deferred
or contingent consideration in its p ro forma if such consideration is not directly
attrib utab le to the transaction at hand b ut to a future event and may result in unduly
inflating the net assets figures.

9 0 .  F or these p urp oses,  ‘ S ignificant gross change’  is describ ed in recital 9  of the
R egulation.

9 1 .  T hus,  in order to assess w hether the variation to an issuer’ s b usiness as a result of a
transaction is more than 2 5 % ,  the siz e of the transaction should b e assessed relative
to the siz e of the issuer b y using ap p rop riate indicators of siz e p rior to the relevant
transaction.  A  transaction w ill constitute a significant gross change w here at least
one of the indicators of siz e is more than 2 5 % .

9 2 .   A  non- ex haustive list of indicators of siz e is p rovided b elow :

− T otal assets
− R evenue
− P rofit or loss

9 3 .  O ther indicators of siz e can b e ap p lied b y the issuer esp ecially w here the stated
indicators of siz e p roduce an anomalous result or are inap p rop riate to the sp ecific
industry of the issuer,  in these cases the issuers should address these anomalies b y
agreement of the comp etent authority.

9 4 .   T he ap p rop riate indicators of siz e should refer to figures from the issuer’ s last or
nex t p ub lished annual financial statements.

7. FINANCIAL DATA NOT EXTRACTED FROM THE ISSUER'S AUDITED
FINANCIAL STATEMENTS.

I t e m  2 0 . 4 3  of  A n n e x  I  (R D  f or s h a re s ) ,  I t e m  1 3 . 3 . 3  of  A n n e x  I V  (D e b t  a n d  D e ri v a t i v e s  R D
w i t h  a  d e n om i n a t i on  of  l e s s  t h a n  E U R  5 0  0 0 0 ) ,  I t e m  1 1 . 3 . 3  of  A n n e x  I X  (D e b t  a n d
D e ri v a t i v e s  R D  w i t h  a  d e n om i n a t i on  of  a t  l e a s t  E U R  5 0  0 0 0 ) ,  I t e m  2 0 . 3 . 3  of  A n n e x  X  (R D
f or d e p os i t a ry  re c e i p t s  i s s u e d  ov e r s h a re s ) ,  I t e m  1 1 . 3 . 3  of  A n n e x  X I  (B a n k s  R D ) .



26

Where financial data in the registration document is not extracted from the issuer's audited
financial statement state the source of the data and state that the data is unaudited.

9 5 .  F inancial data not extracted from the issuer's audited financial statements w ill
ty p ically  include any  information,  statistics,  ratios or other data w hich p urp orts to
rep resent the p erformance of the issuer's b usiness activ ities and w hich cannot b e
sourced or deriv ed from the issuer's audited financial statements.

9 6 .  Where the financial data in a p rosp ectus is not extracted from the issuer’ s audited
financial statements,  the data should b e clearly  identified in the p rosp ectus as such
together w ith the definitions of the terminology  used and the b asis of p rep aration
adop ted.  I n addition,  a clear indication should b e giv en as to w hich figures relate to
historical,  forecast,  estimated or p ro forma information,  as ap p rop riate w ith
reference made to w here the b asis of p resentation can b e found.

9 7 .  T he actual audited historical financial information should b e giv en greater
p rominence than any  financial data not extracted from the issuer’ s audited financial
statements.

8. INTERIM FINANCIAL INFORMATION

Item 20.6. of Annex I (RD for shares), item 13.5. of Annex IV (RD debt and derivative
sec u rities w ith a denomination of l ess than E U R 50 000) and  item 20.5 of Annex X  (RD for
dep ositary  rec eip ts issu ed over shares)

Interim and other financial information

2 0 . 6 . 1 .  I f the issuer has p ub lished q uarterly  or half y early  financial information since
the date of its last audited financial statements,  these must b e included in the
registration document.  I f the q uarterly  or half y early  financial information has b een
rev iew ed or audited,  the audit or rev iew  rep ort must also b e included.  I f the q uarterly
or half y early  financial information is unaudited or has not b een rev iew ed state that
fact.

2 0 . 6 . 2 .  I f the registration document is dated more than nine months after the end of
the last audited financial y ear,  it must contain interim financial information,  w hich
may  b e unaudited ( in w hich case that fact must b e stated)  cov ering at least the first six
months of the financial y ear.

T he interim financial information must include comp arativ e statements for the same
p eriod in the p rior financial y ear,  excep t that the req uirement for comp arativ e b alance
sheet information may  b e satisfied b y  p resenting the y ears end b alance sheet.

A. Introduction

9 8 .  T he p rosp ectus shall p resent all the up - to- date financial information that has b een
already  p ub lished b y  the issuer.  T o that end,  if the issuer has p ub lished any  interim
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financial information of the current financial year, it shall include such information
in the p rosp ectus.

9 9 .  W hen the p rosp ectus is dated more than nine months after the end of the last
audited financial year, it must p rov ide an up date -  in a condensed format -  of the
historical annual financial information included in this p rosp ectus.  T he ob j ectiv e is
to p rov ide inv estors w ith information on the recent dev elop ments in the financial
p osition and p erformance of the issuer.  T his means that the p rosp ectus must include
financial information cov ering  the first six  month of the financial year, ev en if the
issuer has not p rev iously p ub lished any interim financial information.

100. T he I nterim financial statements req uired under the p rov isions of item 2 0 . 5  hav e
the same meaning  as I nterim financial information req uired under 2 0 . 6 . 2 .

B. Content of Interim Financial Information for the application of
item 2 0 .6 .2

B.1. Issuers already admitted to trading on a regulated market

1 0 1 .  I ssuers admitted to trading  on a reg ulated mark et shall include in the p rosp ectus
the condensed set of financial statement included in the half- yearly financial rep ort
cov ering  the first six  months of the financial year in accordance w ith the
T ransp arency D irectiv e as transp osed in their home memb er state.

1 0 2 .  F or issuers admitted to trading  on a reg ulated mark et and b enefiting  from
transitional p rov isions of the T ransp arency D irectiv e it is recommended that they
p rov ide the minimum information as set for issuers not admitted to trading  on a
reg ulated mark et.  T his means that these issuers w ill hav e to p rov ide the minimum
information set out in p arag rap h 1 0 5 .

B.2 .  Issuers not admitted to trading on a regulated market.

1 0 3 .  T he interim financial information should b e p resented according  to the same set
of standards as the one used to p rep are historical financial information referred to
under item 2 0 . 1 , ex cep t for accounting  p olicy chang es made after the date of the
most recent annual financial statements, p rov ided under p oint 2 0 . 1 , that are to b e
reflected in the nex t annual financial statements.

1 0 4 .  F or issuers not admitted to trading  on a reg ulated mark et, the interim financial
information cov ering  the first six  months of the current financial year should at least
include:

 i.  a condensed b alance sheet;
 ii.  a condensed income statement;
 iii.  selected ex p lanatory notes.

1 0 5 .  F or issuers seek ing  admission to trading  on a reg ulated mark et, p ub lishing
consolidated accounts and not b enefiting  from transitional p rov isions of the
T ransp arency D irectiv e6 or for issuers not admitted to trading  on a reg ulated mark et

                                                       
6 O n c e  a d m i t t e d  t o  t r a d i n g  o n  a  r e g u l a t e d  m a r k e t ,  t h e s e  i s s u e r s  w i l l  b e  r e q u i r e d  t o  a p p l y  t h e
I A S / I F R S  p u r s u a n t  t o  t h e  E U  R e g u l a t i o n  1 60 6/ 2 0 0 2  ( s e e  a b o v e ) .  T h e y  w i l l  a l s o  h a v e  t o  a p p l y  I A S  3 4
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already using IAS/IFRS as basis for the preparation and presentation of their
c onsolidated financ ial statem ents,  the interim  financ ial inform ation should,  in
addition,  inc lude a c ondensed c ash flow  statem ent and a c ondensed statem ent of
c hanges in eq uity.

1 0 6 .  T he interim  financ ial inform ation m ust inc lude c om parativ e statem ents for the
sam e period in the prior financ ial year in the follow ing term s:

( a)  B alanc e sheet as of the end of the first six  m onths of the c urrent financ ial year
and c om parativ e balanc e sheet as of the end of the im m ediately prec eding
financ ial year;

( b)  Inc om e statem ent c um ulativ ely for the first six  m onths of the c urrent
financ ial year w ith a c om parativ e inc om e statem ent for the c om parable
period of the im m ediately prec eding financ ial year;

( c )  Statem ent show ing c hanges in eq uity c um ulativ ely for the six  m onths of the
c urrent financ ial year,  w ith a c om parativ e statem ent for the c om parable
period of the im m ediately prec eding financ ial year ( w hen the statem ent is
req uired –  see abov e) ;

( d)  C ash flow  statem ent c um ulativ ely for the six  m onths of the c urrent financ ial
year,  w ith a c om parativ e statem ent for the c om parable period of the
im m ediately prec eding financ ial year ( w hen the statem ent is req uired –  see
abov e) .

9. WORKING CAPITAL STATEMENTS

Item 3.1. of Annex III (SN for shares),

3 .1  Wo r k i n g  Ca p i t a l  St a t e m e n t s

Statem ent by the issuer that,  in its opinion,  the w ork ing c apital is suffic ient for the issuers
present req uirem ents or,  if not,  how  it proposes to prov ide the additional w ork ing c apital
needed.

A. Definitions

" W or k ing  c a p ita l "

1 0 7 .  W ork ing c apital should be c onsidered as an issuer’ s ability to ac c ess c ash and
other av ailable liq uid resourc es in order to m eet its liabilities as they fall due.

" P r esent r eq u ir em ents"

                                                                                                                                                                          
in their future interim reporting. However, if these issuers benefit from transitional provisions of the
T ransparenc y  D irec tive onc e they  will be ad mitted  to trad ing on a regulated  mark et they  will only
have to  provid e minimum information as set out in the prec ed ing paragraph 1 0 5 .
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108. A  p r o s p e c t u s  m a y  b e  v a l i d  f o r  u p  t o  12  m o n t h s  a n d  t h e r e f o r e  p r e s e n t
r e q u i r e m e n t s  s h o u l d  b e  c o n s i d e r e d  t o  b e  a  m i n i m u m  o f  12  m o n t h s  f r o m  t h e  d a t e  o f
t h e  p r o s p e c t u s . A  t w e l v e  m o n t h  p e r i o d  i s  a l s o  c o n s i s t e n t  w i t h  t h e  p e r i o d  t h a t
d i r e c t o r s  w i l l  b e  f a m i l i a r  w i t h  a s s e s s i n g  w h e n  c o n s i d e r i n g  t h e  a p p l i c a b i l i t y  o f  g o i n g
c o n c e r n  i n  a n n u a l  f i n a n c i a l  s t a t e m e n t s .

B. Introduction

109 . T h e  w o r k i n g  c a p i t a l  s t a t e m e n t  e i t h e r  p r o v i d e s  f o r w a r d  l o o k i n g  c o m f o r t  b y  t h e
i s s u e r  t h a t  i n  i t s  o p i n i o n ,  i t  h a s  s u f f i c i e n t  c a s h  f l o w  f o r  a  p e r i o d  o f  a t  l e a s t  12  m o n t h s ,
t a k i n g  i n t o  a c c o u n t  a  w i d e  r a n g e  o f  v a r i a b l e s  a n d  s e n s i t i v i t i e s  o r  i n f o r m a t i o n  o n  h o w
t h i s  i s  t o  b e  a c h i e v e d

110. W h e r e  t h e  i s s u e r  i s  a w a r e  o f  w o r k i n g  c a p i t a l  d i f f i c u l t i e s  b e y o n d  t h e  12  m o n t h
p r e s e n t  r e q u i r e m e n t '  g u i d e l i n e ,  t h e  i s s u e r s  w i l l  n e e d  t o  c o n s i d e r  w h e t h e r
s u p p l e m e n t a r y  d i s c l o s u r e  i n  t h e  p r o s p e c t u s  i s  a p p r o p r i a t e .

111. W h e n  g i v i n g  a  w o r k i n g  c a p i t a l  s t a t e m e n t  i s s u e r s  s h o u l d  e n s u r e  t h a t  t h e
s t a t e m e n t  o r  e x p l a n a t i o n  i s  u n d e r s t a n d a b l e  i .e . t h e  w o r k i n g  c a p i t a l  s t a t e m e n t  s h o u l d
b e  c l e a r  a n d  u n a m b i g u o u s  l e a v i n g  n o  d o u b t  i n  t h e  i n v e s t o r s  m i n d  a s  t o  w h e t h e r ,  i n
t h e  I s s u e r s  o p i n i o n ,  t h e r e  i s ,  o r  i s  n o t ,  s u f f i c i e n t  w o r k i n g  c a p i t a l .

112 . F o r  a n  i s s u e r  w h i c h  h a s  s u b s i d i a r y  u n d e r t a k i n g s  t h e  i n v e s t o r  i s  i n  s u b s t a n c e ,
i n v e s t i n g  i n  t h e  b u s i n e s s  o f  t h e  w h o l e  g r o u p  a n d  t h i s  i s  t h e  b a s i s  o n  w h i c h
i n f o r m a t i o n  i n  t h e  p r o s p e c t u s  i s  p r e s e n t e d  e .g . f i n a n c i a l  i n f o r m a t i o n  i n  t h e
p r o s p e c t u s  w i l l  b e  p r e s e n t e d  o n  a  c o n s o l i d a t e d  b a s i s . W h e n  c o n s i d e r i n g  t h e  w o r k i n g
c a p i t a l  s t a t e m e n t  a n  i n v e s t o r  s h o u l d  e x p e c t  c o m f o r t  t h a t  t h e  b u s i n e s s  o f  t h e  i s s u e r
( w h i c h  m a y  b e  o p e r a t e d  t h r o u g h  s u b s i d i a r i e s )  w i l l  h a v e  s u f f i c i e n t  w o r k i n g  c a p i t a l  f o r
i t s  p r e s e n t  r e q u i r e m e n t s .  T h e r e f o r e  w h e r e  a n  i s s u e r  h a s  s u b s i d i a r y  u n d e r t a k i n g s  t h e
w o r k i n g  c a p i t a l  s t a t e m e n t  s h o u l d  r e l a t e  t o  t h e  i s s u e r ' s  g r o u p  i .e . c o v e r  a l l  s u b s i d i a r y
u n d e r t a k i n g s .  W h e n  c o n s i d e r i n g  w o r k i n g  c a p i t a l  o n  a  g r o u p  b a s i s  t h e  i s s u e r  w i l l
n e e d  t o  c o n s i d e r ,  a m o n g s t  o t h e r  t h i n g s ,  t h e  n a t u r e  o f  g r o u p  b a n k i n g  a r r a n g e m e n t s
a n d  a n y  r e s t r i c t i o n s  o n  t r a n s f e r  o f  f u n d s  b e t w e e n  s u b s i d i a r i e s  e .g . w h e r e  o v e r s e a s
s u b s i d i a r i e s  a r e  i n v o l v e d .

C . " C l e a n"  w ork ing  ca p ita l  s ta te m e nts

113 . T h e  r e q u i r e m e n t  o f  t h e  r e g u l a t i o n  i s  t o  m a k e  a  s t a t e m e n t  t h a t  t h e r e  i s  s u f f i c i e n t
w o r k i n g  c a p i t a l  f o r  p r e s e n t  r e q u i r e m e n t s  i .e . a  " c l e a n "  w o r k i n g  c a p i t a l  s t a t e m e n t  o r
e x p l a i n  h o w  a d d i t i o n a l  w o r k i n g  c a p i t a l  w i l l  b e  p r o v i d e d .

114 . T h e r e  m a y  b e  a  d e s i r e  b y  i s s u e r s  t o  d i s c l o s e  a s s u m p t i o n s  a n d  i n c l u d e  p o t e n t i a l
c a v e a t s  t o  t h e  c l e a n  s t a t e m e n t  r e q u i r e d  b y  t h e  r e g u l a t i o n . T h e  a d d i t i o n  o f  s u c h
d i s c l o s u r e s  w i l l  d e t r a c t  f r o m  t h e  v a l u e  o f  t h e  s t a t e m e n t . D e t a i l e d  d i s c l o s u r e  o f
a s s u m p t i o n s  t h a t  t h e  i s s u e r  h a s  m a d e  i n  r e a c h i n g  i t s  o p i n i o n ,  w i l l  p u t  t h e  o n u s  o n
i n v e s t o r s  t o  r e a c h  t h e i r  o w n  c o n c l u s i o n  r e g a r d i n g  a d e q u a c y  o f  w o r k i n g  c a p i t a l  a n d
a r e  t h e r e f o r e  n o t  n o r m a l l y  a c c e p t a b l e .
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115. I n  m a k i n g  a  c l e a n  s t a t e m e n t  t h e r e  s h o u l d  t h e r e f o r e  b e  n o  r e f e r e n c e  t o :

� " W i l l  h a v e "  o r  " m a y  h a v e "  s u f f i c i e n t  w o r k i n g  c a p i t a l ,  r a t h e r  t h a n  " i s
s u f f i c i e n t " ,  " w i l l  h a v e "  o r  " m a y  h a v e "  c o u l d  f o r  e x a m p l e  i n d i c a t e  a n
u n i d e n t i f i e d  f u t u r e  t i m e  o r  e v e n t  s u c h  a s  d e b t  f a c i l i t i e s  y e t  t o  b e  a g r e e d ,
w i t h i n  t h e  n e x t  12  m o n t h s .

� A s s u m p t i o n s ,  s e n s i t i v i t i e s ,  r i s k  f a c t o r s ,  o r  c a v e a t s . A l l  w o r k i n g  c a p i t a l
s t a t e m e n t s  s h o u l d  b e  m a d e  o n  t h e  b a s i s  o f  r e a s o n a b l e  a s s u m p t i o n s  -
d i s c l o s u r e  o f  t h e s e  o n l y  s e r v e s  t o  q u a l i f y  a n d  c o n f u s e  t h e  s t a t e m e n t  f o r
s h a r e h o l d e r s  a n d  i n v e s t o r s .

D. "Qualified" working capital statements

116 . I f  a n  i s s u e r  i s  u n a b l e  t o  m a k e  a  c l e a n  s t a t e m e n t  a s  r e q u i r e d  b y  t h e  r e g u l a t i o n
t h e n  i t  m u s t  b e  t h e  i s s u e r s  o p i n i o n  t h a t  i t  d o e s  n o t  h a v e  s u f f i c i e n t  w o r k i n g  c a p i t a l  i .e .
t h e  d e c i s i o n  f o r  i s s u e r s  i s  b i n a r y . I t  i s  n o t  a c c e p t a b l e  f o r  t h e  i s s u e r  t o  s t a t e  t h a t  t h e y
a r e  u n a b l e  t o  c o n f i r m .

117 . I n  s u c h  c a s e s  w h e r e  t h e  w o r d i n g  o f  t h e  r e g u l a t i o n  c a n n o t  b e  t r a c k e d ,  i n  o r d e r  t o
e n s u r e  t h a t  t h e r e  c a n  b e  n o  c o n f u s i o n  f o r  i n v e s t o r s ,  t h e  i s s u e r  s h o u l d  f i r s t l y  m a k e  a
c l e a r  s t a t e m e n t  t h a t  " … i t  d o e s  n o t  h a v e  s u f f i c i e n t  w o r k i n g  c a p i t a l  f o r  i t s  p r e s e n t
r e q u i r e m e n t s … ." .

118 . F o l l o w i n g  t h e  s t a t e m e n t  t h a t  t h e  i s s u e r  d o e s  n o t  h a v e  s u f f i c i e n t  w o r k i n g  c a p i t a l
t h e r e  a r e  a  n u m b e r  o f  m a t t e r s  t h a t  s h o u l d  b e  d i s c l o s e d  i n  o r d e r  t o  e n s u r e  t h a t
i n v e s t o r s  a r e  f u l l y  i n f o r m e d  a s  r e g a r d s  w h a t  t h e  i s s u e r s  a c t u a l  w o r k i n g  c a p i t a l
p o s i t i o n  i s :

119 . Relative timing:  D i s c l o s u r e  o f  t h e  t i m i n g  o f  t h e  w o r k i n g  c a p i t a l  i s s u e  i s  n e e d e d
t o  u n d e r s t a n d  t h e  u r g e n c y  o f  a n y  w o r k i n g  c a p i t a l  p r o b l e m . D i s c l o s u r e  m u s t  a d d r e s s
t h e  q u e s t i o n  " w h e n  d o e s  t h e  i s s u e r  e x p e c t  t o  r u n  o u t  o f  w o r k i n g  c a p i t a l ? " ,  a s  t h i s
c o u l d  f o r  e x a m p l e  b e  i m m e d i a t e l y  o r  i n  s a y  s i x  m o n t h s  t i m e .

12 0 . S h o r tf all:  T h e  a p p r o x i m a t e  q u a n t u m  o f  a n y  w o r k i n g  c a p i t a l  s h o r t f a l l  s h o u l d  b e
d i s c l o s e d ,  i .e . d i s c l o s u r e  m u s t  a d d r e s s  t h e  q u e s t i o n  “ h o w  m u c h  a d d i t i o n a l  f u n d i n g
d o e s  t h e  i s s u e r  n e e d ? ” .

12 1. A c tio n  p lan :  D i s c l o s u r e  m u s t  a d d r e s s  t h e  q u e s t i o n  o f  h o w  t h e  i s s u e r  p l a n s  t o
r e c t i f y  t h e  c u r r e n t  s h o r t f a l l  i n  w o r k i n g  c a p i t a l . D i s c l o s u r e  s h o u l d  i n c l u d e  d e t a i l s  o f
s p e c i f i c  p r o p o s e d  a c t i o n s  w h i c h  c o u l d  i n c l u d e  f o r  e x a m p l e :

a )  r e f i n a n c i n g ;
b )  t h e  r e n e g o t i a t i o n  o f  o r  n e w  c r e d i t  t e r m s / f a c i l i t i e s ;
c )  d e c r e a s e  i n  d i s c r e t i o n a r y  c a p i t a l  e x p e n d i t u r e ;
d )  r e v i s e d  s t r a t e g y  o r  a c q u i s i t i o n  p r o g r a m ;
e )  o r  a s s e t  s a l e s .

12 2 . I t  i s  i m p o r t a n t  t h a t  t h e  i s s u e r  e x p l a i n s  h o w  c o n f i d e n t  o r  o t h e r w i s e  t h e y  a r e  t h a t
t h e s e  a c t i o n s  w i l l  b e  s u c c e s s f u l  a n d  t h e  t i m i n g  o f  t h e  p r o p o s e d  a c t i o n s .
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123. Implications :  W h e r e  r e l e v a n t ,  t h e  i m p l i c a t i o n s  o f  a n y  o f  t h e  p r o p o s e d  a c t i o n s
b e i n g  u n s u c c e s s f u l  s h o u l d  b e  d i s c l o s e d . F o r  e x a m p l e  w h e t h e r  a n  i s s u e r  i s  l i k e l y  t o
e n t e r  i n t o  a d m i n i s t r a t i o n  o r  r e c e i v e r s h i p  a n d  i f  s o ,  w h e n .

E. Principles for preparing working capital statements.

124 .  I s s u e r s  s h o u l d  e n s u r e  t h a t  t h e r e  i s  v e r y  l i t t l e  r i s k  t h a t  t h e  b a s i s  o f  s u c h  a
s t a t e m e n t  i s  s u b s e q u e n t l y  c a l l e d  i n t o  q u e s t i o n . T h e  p r o c e d u r e s  a d o p t e d  b y  i s s u e r s  i n
m a k i n g  a  s t a t e m e n t  a r e  e x p e c t e d  t o  b e  v e r y  s i m i l a r  t o  t h o s e  a d o p t e d  b y  i s s u e r s  i n
c o n c l u d i n g  t h a t  t h e  a n n u a l  a c c o u n t s  s h o u l d  b e  d r a w n  u p  o n  a  g o i n g  c o n c e r n  b a s i s .

125 . W h e n  g i v i n g  a  w o r k i n g  c a p i t a l  s t a t e m e n t  i s s u e r s  a r e  e x p e c t e d  t o  h a v e
u n d e r t a k e n  a p p r o p r i a t e  p r o c e d u r e s  t o  s u p p o r t  t h e  s t a t e m e n t  t h a t  i s  b e i n g  m a d e .
S u c h  p r o c e d u r e s  w o u l d  n o r m a l l y  i n c l u d e :

� p r e p a r a t i o n  o f  u n p u b l i s h e d  s u p p o r t i n g  p r o s p e c t i v e  f i n a n c i a l  i n f o r m a t i o n  i n
t h e  f o r m  o f  i n t e r n a l l y  c o n s i s t e n t  c a s h  f l o w ,  p r o f i t  a n d  l o s s  a n d  b a l a n c e  s h e e t
i n f o r m a t i o n ;

� b u s i n e s s  a n a l y s i s  c o v e r i n g  b o t h  t h e  c a s h  f l o w s  o f  t h e  b u s i n e s s  a n d  t h e  t e r m s
a n d  c o n d i t i o n s  a n d  c o m m e r c i a l  c o n s i d e r a t i o n s  a s s o c i a t e d  w i t h  b a n k i n g  a n d
o t h e r  f i n a n c i n g  r e l a t i o n s h i p s ;

� c o n s i d e r a t i o n  o f  t h e  s t r a t e g y  a n d  p l a n s  o f  t h e  b u s i n e s s  a n d  t h e  r e l a t e d
i m p l e m e n t a t i o n  r i s k s  t o g e t h e r  w i t h  c h e c k s  a g a i n s t  e x t e r n a l  e v i d e n c e  a n d
o p i n i o n

� a s s e s s m e n t  o f  w h e t h e r  t h e r e  i s  s u f f i c i e n t  m a r g i n  o r  h e a d r o o m  t o  c o v e r
r e a s o n a b l e  w o r s t  c a s e  s c e n a r i o  ( s e n s i t i v i t y  a n a l y s i s ) .

126 . W h e r e  t h e r e  i s  i n s u f f i c i e n t  h e a d r o o m  b e t w e e n  r e q u i r e d  a n d  a v a i l a b l e  f u n d i n g  t o
c o v e r  r e a s o n a b l e  a l t e r n a t i v e  s c e n a r i o s  i t  w i l l  n o t  b e  p o s s i b l e  f o r  i s s u e r s  t o  m a k e  a
c l e a n  w o r k i n g  c a p i t a l  s t a t e m e n t . I n  t h e s e  c i r c u m s t a n c e s  i f  t h e  i s s u e r  i s  t o  g i v e  a  c l e a n
s t a t e m e n t  h e  w i l l  n e e d  t o  r e c o n s i d e r  t h e i r  b u s i n e s s  p l a n s  o r  t o  a r r a n g e  a d d i t i o n a l
f i n a n c i n g .

10. CAPITALISATION AND INDEBTEDNESS

Item 3.2 of Annex III (SN for shares)

3 .2  Ca p i t a l i s a t i o n  a n d  In d e b t e d n e s s
A  s t a t e m e n t  o f  c a p i t a l i z a t i o n  a n d  i n d e b t e d n e s s  ( d i s t i n g u i s h i n g  b e t w e e n  g u a r a n t e e d  a n d
u n g u a r a n t e e d ,  s e c u r e d  a n d  u n s e c u r e d  i n d e b t e d n e s s )  a s  o f  a  d a t e  n o  e a r l i e r  t h a n  9 0  d a y s
p r i o r  t o  t h e  d a t e  o f  t h e  d o c u m e n t . I n d e b t e d n e s s  a l s o  i n c l u d e s  i n d i r e c t  a n d  c o n t i n g e n t
i n d e b t e d n e s s .

127 . A s  m u c h  a s  p o s s i b l e ,  i s s u e r s  w o u l d  b e  e x p e c t e d  t o  p r o v i d e  t h e  i n f o r m a t i o n
p r o v i d e d  i n  t h e  f o r m  b e l o w . I n d e b t e d n e s s  s h o u l d  b e  c o m p u t e d  o n  t h e  b a s i s  o f  t h e
c o n s o l i d a t e d  a c c o u n t s  i n  t h e  c a s e  o f  g r o u p s .
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1. Disclosure of capitalization and Indebtedness may be presented, as of a date no earlier
th an 9 0  days prior to th e date of approv al of th e prospectus, according  to th e follow ing
format:

T otal C urrent debt… … … … … ..
- G uaranteed7 … … … … … … … … … … … … … … … … … … … … … … … … … … .
- S ecured8 … … … … … … … … … … … … … … … … … … … … … … … … … … … …
- U ng uaranteed/  U nsecured … … … … … … … … … … … … … … … … … … … … .

T otal N on- C urrent debt ( ex cluding  current portion of long  – term debt) … … …
- G uaranteed7 … … … … … … … … … … … … … … … … … … … … … … … … … … ..
- S ecured8 … … … … … … … … … … … … … … … … … … … … … … … … … … … …
- U ng uaranteed/  U nsecured… … … … … … … … … … … … … … … … … ..

S h areh older’ s eq uity:
a.… … S h are capital… … … … … … … … … … … … … … … … … … … … … … … … .
b.… ....L eg al R eserv e… … … … … … … … … … … … … … … … … … … … … … … … ..
c… … .O th er R eserv es… … … … … … … … … … … … … … … … … … … … … … … .

T otal … … … … … … … … … … … … … … … … … … … … …

T h e information prov ided in th e capitalisation statement sh ould be deriv ed from th e
last publish ed financial information of th e issuer. If any of th e information is more
th an 9 0  days and th ere h as been a material ch ang e since th e last publish ed financial
information, th e issuer sh ould  prov ide additional information to update th ose
fig ures. If any of th e information is more th an 9 0  days old, but th ere h as not been no
material ch ang e since th e last publish ed financial information, th e issuer sh ould
include a statement to th at effect.

L eg al R eserv e and O th er R eserv es do not include th e “ P rofit and L oss R eserv e” .
T h erefore, C E S R  does not ex pect issuers to calculate a profit and loss account for th e
purpose of th e capitalization statement.

* * *

2 . Issuers sh ould be prov ide disclosure of N et indebtedness in th e sh ort term and in
th e medium- long  term:

A . C ash … … … … … … … … … … … … … … … … … … … … … … … … … … … … … …
B . C ash  eq uiv alent ( Detail) … … … … .… … … … … … … … … … … … … … … … … …
C . T rading  securities … … … ..… … … … … … … … … … … … … … … … … … … …
D. Liquidity ( A )  +  ( B ) + ( C ) … … … … … … … … … … … … … … … … … … … … … …

E. Current Financial Receivable… … … … … … … … … … … … … … … … … … … …

F . C urrent B ank  debt… … … … … … … … … … … … … … … … … … … … … … … … …
G . C urrent portion of  non current debt… … … … … … … … … … … … … … … … …
H . O th er current financial debt… … … … … … … … … … … … … … … … … … … …

                                                       
7 D e s c r i p t i o n  o f  t h e  t y p e s  o f  g u a r a n t e e s
8  D e s c r i p t i o n  o f  t h e  a s s e t s  s e c u r e d
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I. Current Financial Debt  (F)+(G)+(H)

J . N et Current Financial Ind ebted nes s   (I )- (E )- (D )… … … … … … … … … … …

K .  N o n  c u r r e n t  B a n k  l o a n s … … … … … … … … … … … … … … … … … … … … … … …
L .  B o n d s  I s s u e d … … … … … … … … … … … … … … … … … … … … … … … …
M .  O t h e r  n o n  c u r r e n t  l o a n s … … … … … … … … … … … … … … … … … … … … … . .

N . N o n current  Financial Ind ebted nes s   (K )+(L )+(M )… … … … … … … … … … .

O . N et Financial Ind ebted nes s   (J )+(N )… … … … … … … … … … … … … … … …

* * *

D i s c l o s u r e  o f  i n d i r e c t  a n d  c o n t i n g e n t  i n d e b t e d n e s s  s h a l l  a l s o  b e  p r o v i d e d  i n  a  s e p a r a t e
p a r a g r a p h .  I s s u e r s  s h o u l d  i n d i c a t e  t h e  a m o u n t s  a n d  a n a l y s e  t h e  n a t u r e  o f  I n d i r e c t
I n d e b t e d n e s s  a n d  c o n t i n g e n t  i n d e b t e d n e s s .
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III. NON FINANCIAL INFORMATION ITEMS

1.  S P E C I A L I S T  I S S U E R S

Article 23.1
Notwithstanding Articles 3 second paragraph and 22.1 second subparagraph, where the
issuer’ s activ ities f all under one of  the categories included in Annex  X I X , the com petent
authority  of  the hom e M em ber S tate, tak ing into consideration the specif ic nature of  the
activ ities inv olv ed, m ay  ask  f or adapted inf orm ation, in addition to the inf orm ation item s
included in the schedules and building block s set out in Articles 4  to 20 , including, where
appropriate, a v aluation or other ex pert’ s report on the assets of  the issuer, in order to
com ply  with the obligation ref erred to in Article 5 .1 of  D irectiv e 20 0 3/ 7 1/ E C . T he com petent
authority  shall f orthwith inf orm  the C om m ission thereof .

R ecita l 22
F or som e categories of  issuers the com petent authority  should be entitled to req uire adapted
inf orm ation going bey ond the inf orm ation item s included in the schedules and building
block s because of  the particular nature of  the activ ities carried out by  those issuers. A
precise and restrictiv e list of  issuers f or which adapted inf orm ation m ay  be req uired is
necessary . T he adapted inf orm ation req uirem ents f or each category  of  issuers included in
this list should be appropriate and proportionate to the ty pe of  business inv olv ed. T he
C om m ittee of  E uropean S ecurities R egulators could activ ely  try  to reach conv ergence on
these inf orm ation req uirem ents within the C om m unity . I nclusion of  new categories in the
list should be restricted to those cases where this can be duly  j ustif ied.

1a PROPERTY COMPANIES

128 . C onsidering the specif ic f eatures of  property  com panies and Article 23 of  the
R egulation, C E S R  proposes that property  com panies, when preparing a prospectus
f or a public of f er or adm ission to trading of  shares, debt securities with a
denom ination of  less than E U R  5 0 .0 0 0  secured by  the properties ( including
conv ertible debt securities)  and depository  receipts issued ov er shares with a
denom ination of  less than E U R  5 0 .0 0 0 , include a v aluation report. O nly  a
condensed report needs to be included in the prospectus.

129 . P roperty  com panies are those issuers whose principal activ ity  is holding of
properties, both directly  and indirectly  and dev elopm ent of  properties f or letting and
retention as an inv estm ent, the purchase or dev elopm ent of  properties f or retention
as inv estm ent. F or the purpose of  this def inition, property  m eans f reehold, heritable
or leasehold property  or any  eq uiv alent.

130 . T his v aluation report m ust:

( i)  be prepared by  an independent ex pert;
( ii)  giv e the date or dates of  inspection of  the property ;
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(iii) p r o v id e  a l l  t h e  r e l e v a n t  d e t a il s  in  r e s p e c t  o f  m a t e r ia l  p r o p e r t ie s  n e c e s s a r y
f o r  t h e  p u r p o s e s  o f  t h e  v a l u a t io n ;

(iv ) b e  d a t e d  a n d  s t a t e  t h e  e f f e c t iv e  d a t e  o f  v a l u a t io n  f o r  e a c h  p r o p e r t y ,  w h ic h
m u s t  n o t  b e  m o r e  t h a n  1  y e a r  p r io r  t o  t h e  d a t e  o f  p u b l ic a t io n  o f  t h e  p r o s p e c t u s
p r o v id e d  t h a t  t h e  is s u e r  a f f ir m s  in  t h e  p r o s p e c t u s  t h a t  n o  m a t e r ia l  c h a n g e s
h a v e  o c c u r r e d  s in c e  t h e  d a t e  o f  v a l u a t io n ;

(v ) in c l u d e  a  s u m m a r y  s h o w in g  s e p a r a t e l y  t h e  n u m b e r  o f  f r e e h o l d  a n d
l e a s e h o l d  p r o p e r t ie s  t o g e t h e r  w it h  t h e  a g g r e g a t e  o f  t h e ir  v a l u a t io n s  (n e g a t iv e
v a l u e s  m u s t  b e  s h o w n  s e p a r a t e l y  a n d  n o t  a g g r e g a t e d  w it h  t h e  o t h e r
v a l u a t io n s ;  s e p a r a t e  t o t a l s  s h o u l d  b e  g iv e n  f o r  p r o p e r t ie s  v a l u e d  o n  d if f e r e n t
b a s e s );

(v i) in c l u d e  a n  e x p l a n a t io n  o f  t h e  d if f e r e n c e s  o f  t h e  v a l u a t io n  f ig u r e  a n d  t h e
e q u iv a l e n t  f ig u r e  in c l u d e d  in  t h e  is s u e r ' s  l a t e s t  p u b l is h e d  in d iv id u a l  a n n u a l
a c c o u n t s  o r  c o n s o l id a t e d  a c c o u n t s ,  if  a p p l ic a b l e .

1b MINERAL COMPANIES

1 3 1 .  C o n s id e r in g  t h e  s p e c if ic  f e a t u r e s  o f  m in e r a l  c o m p a n ie s  a n d  A r t ic l e  2 3  o f  t h e
R e g u l a t io n ,  C E S R  p r o p o s e s  t h e  f o l l o w in g  r e c o m m e n d a t io n s :

M in e r a l  c o m p a n ie s  a r e  t h o s e  w h o s e  p r in c ip a l  a c t iv it y  is  o r  is  p l a n n e d  t o  b e  t h e
e x t r a c t io n  o f  m in e r a l  r e s o u r c e s  .  

F o r  t h e  p u r p o s e s  o f  t h is  r e c o m m e n d a t io n ,  t h e  f o l l o w in g  d e f in it io n s  a p p l y :

− “ e x t r a c t io n ”  in c l u d e s  m in in g ,  p r o d u c t io n ,  q u a r r y in g  o r  s im il a r  a c t iv it ie s  a n d  t h e
r e w o r k in g  o f  m in e  t a il in g s  o r  w a s t e  d u m p s ;

− “ m in e r a l  r e s o u r c e s ”  in c l u d e  m e t a l l ic  a n d  n o n - m e t a l l ic  o r e s ,  m in e r a l
c o n c e n t r a t e s ,  in d u s t r ia l  m in e r a l s ,  c o n s t r u c t io n  a g g r e g a t e s ,  m in e r a l  o il s ,  n a t u r a l
g a s e s ,  h y d r o c a r b o n s  a n d  s o l id  f u e l s ,  in c l u d in g  c o a l .

I s s u e r s  t h a t  a r e  in v o l v e d  o n l y  in  e x p l o r a t io n  o f  m in e r a l  r e s o u r c e s  a n d  a r e  n o t
u n d e r t a k in g  o r  p r o p o s e  t o  u n d e r t a k e  t h e ir  e x t r a c t io n  o n  a  c o m m e r c ia l  s c a l e  (i. e .  a s  a
b u s in e s s  a c t iv it y ) w o u l d  n o t  b e  c l a s s e d  a s  m in e r a l  c o m p a n ie s .

1 3 2 .  A l l  p r o s p e c t u s e s  (in c l u d in g  p r o s p e c t u s e s  d r a w n  u p  b y  c o m p a n ie s  t h a t  h a v e  b e e n
t r a d in g  a s  a  m in e r a l  c o m p a n y  f o r  m o r e  t h a n  3  y e a r s ) s h o u l d  s e t  o u t :

a . T h e  d e t a il s  o f  t h e  r e s e r v e s
b . T h e  e x p e c t e d  p e r io d  o f  w o r k in g  o f  t h o s e  r e s e r v e s
c . a n  in d ic a t io n  o f  t h e  p e r io d s  a n d  m a in  t e r m s  o f  a n y  l ic e n c e s  o r
c o n c e s s io n s  a n d  t h e  e c o n o m ic  c o n d it io n s  f o r  w o r k in g  t h o s e  l ic e n c e s  o r
c o n c e s s io n s ;
d . in d ic a t io n s  o f  t h e  p r o g r e s s  o f  a c t u a l  w o r k in g ;  a n d
e . a n  e x p l a n a t io n  o f  a n y  e x c e p t io n a l  f a c t o r s  t h a t  h a v e  in f l u e n c e d  (a ) t o
(d ) a b o v e .

1 3 3 .  H o w e v e r  in  a d d it io n ,  a n  is s u e r  t h a t  h a s  n o t  b e e n  a  m in e r a l  c o m p a n y  f o r  a t  l e a s t
t h e  t h r e e  p r e c e d in g  y e a r s  is  e x p e c t e d  t o  in c l u d e  t h e  f o l l o w in g  in f o r m a t io n :



36

(a) Where the issuer does not hold controlling interests in a majority (by value) of
the p rop erties,  fields,  mines,  comp anies or other assets in w hich it has invested,  state
w hether or not it has a reasonable sp read of direct interests in mineral resources and
has rights to p articip ate actively in their ex traction,  w hether by voting or through
other rights w hich give it influence in decisions over the timing and method of
ex traction of those resources.

b) F inancial matters:
(i) an estimate of the funding req uirements of the comp any for at least
tw o years follow ing p ublication of the p rosp ectus;

(ii) p articulars of estimated cash flow  for either the tw o years follow ing
p ublication of the p rosp ectus or,  if greater,  the p eriod until the end of the first
full financial year in w hich ex traction of mineral resources is ex p ected to be
conducted on a commercial scale;  such p articulars must include details of the
relevant mineral resources to be ex tracted,  the ex p ected p rices and grade
structures of the saleable resources,  mineral concentrates or p roducts,  the
ex p ected ex traction costs of the various ex traction stages and the evidence
and assump tions on w hich this information is based;  and

(iii) confirmation by an indep endent accountant or auditor that it is
satisfied that the estimated cashflow  has been stated by the issuer after due
care and enq uiry.

c) E x p ert' s rep ort:
A  rep ort from a suitably q ualified and ex p erienced indep endent ex p ert.    T he
content of the ex p ert rep ort,  including the ap p rop riate definitions,  should be
agreed w ith the comp etent authority.

1c SCIENTIFIC RESEARCH BASED COMPANIES

1 3 4 .  C onsidering the sp ecific features of scientific research based comp anies and
A rticle 2 3  of the R egulation,  C E S R  p rop oses that issuers of shares w hose p rincip al
activities are involvement in laboratory research and develop ment of chemical or
biological p roducts or p rocesses,  including p harmaceutical comp anies and those
involved in the areas of diagnostics and agriculture and are start up  comp anies,  are
ex p ected to disclose in their p rosp ectuses:

(i) details of the issuer' s op erations in laboratory research and develop ment,
to the ex tent material to investors,  including details of p atents granted and in
relation to its p roducts the successful comp letion of,  or the successful
p rogression of significant testing of the effectiveness of the p roducts.  I f there
are no relevant details,  a negative statement should be p rovided.  Where
ap p licable,  this information shall be p rovided in the line item of research and
develop ment,  p atents and licenses;

(ii) details of the relevant collective ex p ertise and ex p erience of the k ey
technical staff;

(iii) information on w hether the issuer has engaged in collaborative research
and develop ment agreements w ith organiz ations of high standing and rep ute
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within the industry, to the extent material to investors. In the absence of such
ag reements, exp lanation on how such absence could affect the standing  or
q uality of its research efforts.

( iv)  a comp rehensive descrip tion of each p roduct the develop ment of which
may have a material effect on the future p rosp ects of the issuer.

Issuers covered by this R ecommendation are also exp ected to include the
information req uired for start up  comp anies.

1d START-UP COMPANIES

1 3 5 . C onsidering  the sp ecific features of start up  issuers and A rticle 2 3  of the
R eg ulation, C E S R  p rop oses that start- up  issuers of shares are exp ected to p rovide
information in their p rosp ectuses as follows.

1 3 6 . T o this end, a start up  issuer is a comp any that has been op erating  in its current
sp here of economic activity for less than three years. T he normal case that would fall
under this definition is a comp any that has less than 3  years of existence.
N evertheless, even if the issuer was incorp orated more than three years ag o, the
p rop osed R ecommendations would be ap p licable if the comp any chang ed comp letely
its business less than three years ag o, meaning  that in fact, the comp any’ s business is
totally new. C omp anies formed for the p urp oses of acting  as holding  comp anies for
existing  businesses are not considered start- up  comp anies. S p ecial p urp ose vehicles,
as defined in article 2 .4  of the R eg ulation, are not considered start- up  comp anies in
fact because they are formed for the p urp ose of the issuance of securities, not to
conduct a business.

137. S t r a t e g i c  o b j e c t i v e s :

-  A  discussion of the issuer’ s business p lan with a discussion of the issuer' s strateg ic
obj ectives shall be p rovided tog ether with the k ey assump tions up on which such p lan
is based, in p articular with resp ect to the develop ment of new sales and the
introduction of new p roducts and/ or services during  the next two financial years,
and a sensitivity analysis of the business p lan to variations in the maj or assump tions.
Issuers are not oblig ed to include a business p lan with fig ures.

-  If the business p lan includes p rofit forecasts, the rep ort referred to in item 1 3 .2  of
A nnex I to the R eg ulation should be p rovided.

1 3 8 . T he p rosp ectus shall refer to information such as:

a. the extent to which the issuer’ s business is dep endent up on any k ey
individuals’  identifying  the individuals concerned, if material;

b. current and exp ected mark et comp etitors;

c. dep endence on a limited number of customers or sup p liers;

d. mention of the assets necessary for p roduction not owned by the issuer.
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139. A  v a l u a t i o n  r e p o r t  p r e p a r e d  b y  a n  i n d e p e n d e n t  e x p e r t  o n  t h e  s e r v i c e s / p r o d u c t s
o f  t h e  i s s u e r  c o u l d  b e  i n c l u d e d  i n  t h e  p r o s p e c t u s . T h i s  r e p o r t  i s  n o t  m a n d a t o r y ,  t h e
i s s u e r  i s  f r e e  t o  i n c l u d e  i t .

1e SHIPPING COMPANIES

14 0 . C o n s i d e r i n g  t h e  s p e c i f i c  f e a t u r e s  o f  s h i p p i n g  c o m p a n i e s  a n d  A r t i c l e  2 3 o f  t h e
R e g u l a t i o n ,  C E S R  p r o p o s e s  t h a t  s h i p p i n g  c o m p a n i e s ,  w h e n  p r e p a r i n g  a  p r o s p e c t u s
f o r  a  p u b l i c  o f f e r  o r  a d m i s s i o n  t o  t r a d i n g  o f  s h a r e s ,  d e b t  s e c u r i t i e s  w i t h  a
d e n o m i n a t i o n  o f  l e s s  t h a n  E U R  5 0 .0 0 0  s e c u r e d  b y  t h e  v e s s e l s  ( i n c l u d i n g  c o n v e r t i b l e
d e b t  s e c u r i t i e s )  a n d  d e p o s i t o r y  r e c e i p t s  i s s u e d  o v e r  s h a r e s  w i t h  a  d e n o m i n a t i o n  o f
l e s s  t h a n  E U R  5 0 .0 0 0 ,  i n c l u d e  i n  t h e i r  p r o s p e c t u s  t h e  i n f o r m a t i o n  r e f e r r e d  a b o v e .

14 1. F o r  t h i s  p u r p o s e ,  s h i p p i n g  c o m p a n i e s  a r e  t h o s e  i s s u e r s  t h a t ,  a s  p r i n c i p a l
a c t i v i t i e s ,  o p e r a t e  i n  o c e a n - g o i n g  s h i p p i n g  a n d  m a n a g e ,  l e a s e  o r  o w n  c a r g o  a n d / o r
p a s s e n g e r s  v e s s e l s  e i t h e r  d i r e c t l y  o r  i n d i r e c t l y .

14 2 . T h e  p r o s p e c t u s  s h o u l d  r e f e r  t o :

a )  t h e  n a m e  o f  a n y  s h i p  m a n a g e m e n t  c o m p a n y  o r  g r o u p  ( i f  o t h e r  t h a n  t h e
i s s u e r )  w h i c h  m a n a g e s  t h e  v e s s e l s ,  i f  a n y ,  t o g e t h e r  w i t h  a n  i n d i c a t i o n  o f  t h e
t e r m s  a n d  d u r a t i o n  o f  i t s  a p p o i n t m e n t ,  t h e  b a s i s  o f  i t s  r e m u n e r a t i o n  a n d  a n y
a r r a n g e m e n t s  r e l a t i n g  t o  t h e  t e r m i n a t i o n  o f  i t s  a p p o i n t m e n t ;

b )  a l l  r e l e v a n t  i n f o r m a t i o n  r e g a r d i n g  e a c h  m a t e r i a l  v e s s e l  w h i c h  i s  m a n a g e d ,
l e a s e d  o r  o w n e d  e i t h e r  d i r e c t l y  o r  i n d i r e c t l y  b y  t h e  i s s u e r ,  i n c l u d i n g  t h e  t y p e ,
p l a c e  o f  t h e  r e g i s t r a t i o n  o f  t h e  v e s s e l ,  s h i p p i n g  o w n i n g  c o m p a n y ,  f i n a n c i n g
t e r m s ,  c a p a c i t y  a n d  o t h e r  r e l e v a n t  d e t a i l s ;

c )  i f  t h e  i s s u e r  h a s  c o n t r a c t s  t o  b u i l d  n e w  v e s s e l s  o r  i m p r o v e  e x i s t i n g
v e s s e l ( s ) ,  d e t a i l e d  i n f o r m a t i o n  r e g a r d i n g  e a c h  m a t e r i a l  v e s s e l  ( d e t a i l e d
d e s c r i p t i o n  o f  t h e  c o s t  a n d  f i n a n c i n g  o f  t h e  v e s s e l  –  r e f u n d ,  g u a r a n t e e s ,
l e t t e r s  o f  c o m m i t m e n t  - ,  c h a r t e r  t y p e ,  d i m e n s i o n ,  c a p a c i t y  a n d  o t h e r  r e l e v a n t
d e t a i l s )  s h a l l  b e  p r o v i d e d  i n  t h e  a p p r o p r i a t e  l i n e  i t e m  o f  t h e  r e g i s t r a t i o n
d o c u m e n t ,  s u c h  a s  p r i n c i p a l  f u t u r e  i n v e s t m e n t s  o r  m a t e r i a l  c o n t r a c t s .

14 3. I n  t h e  p r o s p e c t u s  i s s u e r s  a r e  e x p e c t e d  t o  i n c l u d e  a  c o n d e n s e d  v a l u a t i o n  r e p o r t .

14 4 . T h i s  v a l u a t i o n  r e p o r t  m u s t :

a )  b e  p r e p a r e d  b y  a n  e x p e r i e n c e d  i n d e p e n d e n t  e x p e r t ;

b )  g i v e  t h e  d a t e  o r  d a t e s  o f  i n s p e c t i o n  o f  t h e  v e s s e l s  a n d  b y  w h o m  i t  w a s
p r e p a r e d  ;

c )  p r o v i d e  a l l  t h e  r e l e v a n t  d e t a i l s  ( v a l u a t i o n  m e t h o d )  i n  r e s p e c t  o f  m a t e r i a l
v e s s e l s  n e c e s s a r y  f o r  t h e  p u r p o s e s  o f  t h e  v a l u a t i o n ;

d )  d e t a i l  s e p a r a t e l y  a n y  v e s s e l s  w h o s e  a c q u i s i t i o n  i s  t o  b e  f i n a n c e d  t h r o u g h
t h e  s e c u r i t y  i s s u e ;
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e) be dated and state the effective date of valuation for each material vessel,
w hich must not be more than  1  y ear p rior to the date of p ublication of the
document p rovided that the issuer affirms that no material chang es has
occurred since the date of valuation;

f) include an ex p lanation of the differences of the valuation fig ure and the
eq uivalent fig ure included in the issuer’ s latest p ublished individual annual
account or consolidated accounts, if ap p licable.

1 4 5 .  T he condensed valuation rep ort is not req uired if the issuer does not intend to
finance one or more new  vessels, w here there has been no revaluation of any  of the
vessels for the p urp ose of the issue, and it is p rominently  stated that the valuations
q uoted are as at the date of the initial p urchase or charter of the vessel( s).
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2. CLARIFICATION OF ITEMS

2a  –  P R O P E R T Y ,  P L A N T S  A N D  E Q U I P M E N T

Item 8.1 Annex I (Shares RD) and item 8.1 Annex X (Depository Receipts issued over
shares RD).

Information regarding any existing or planned material tangible fixed assets, including
leased properties, and any maj or encumbrances th ereon.

1 4 6 .  In th e description to be included in th e line item of property, plants and
eq uipment, issuers are normally expected to refer to:

a)  a description of th e siz e and uses of th e property, productiv e capacity and extent
of utiliz ation of th e issuer’ s facilities;

b)  indication of h ow  th e assets are h eld ( for example, by property or leased) , th e
products produced and th e location.

2b  –  C O M P E N S A T I O N

Item 15 .1 of  Annex I (Shares RD) and Item 15 .1 of  Annex X (depositary receipts issued over
shares RD)

In relation to th e last full financial year for th ose persons referred to in points ( a)  and ( d)
[ members of th e administrativ e, management and superv isory bodies, partners w ith
unlimited liability, founders ( if th e issuer h as been establish ed for few er th at fiv e years and
any senior manager w h ich  is relev ant to assess th e issuer expertise]  of th e first
subparagraph  of item 1 4 . 1 :
T h e amount of remuneration paid ( including any contingent or deferred compensation)  and
benefits in k ind granted to such  persons by th e issuer and its subsidiaries for serv ices in all
capacities to th e issuer and its subsidiaries by any person.
T h is information must be prov ided on an indiv idual basis unless indiv idual disclosure is not
req uired in th e issuer’ s h ome country and not oth erw ise publicly disclosed by th e issuer.

1 4 7 .  Issuers are expected to mention in th e line item of compensation:

1 4 8 .  If any portion of th e compensation w as paid:

-  pursuant to a bonus or profit sh aring plan, a brief description of th e plan and th e
basis upon w h ich  such  person participate in th e plan is expected to be prov ided ( plan
sh ould be understood broadly to include any type of arrangement for compensation,
ev en if th e terms of th e plan are not contained in a formal document) ;
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- in the form of stock options, the title amount of securities covered by the
options, the ex ercise price, the consideration for w hich the options w ere or w ill be
created ( if any) , the period during  w hich options can be ex ercised and the date in
w hich they ex pire is ex pected to be provided;

- if any other benefits in kind w ere g ranted such as medical healthcare or disposal
of transportation.  I n case of such non-cash benefits, the total estimated value should
be mentioned.

2c – RELATED PARTIES TRANSACTIONS

Item 19 of Annex I (Shares RD).

D etails of related party transactions ( w hich for these purposes are those set out in the
S tandards adopted according  to the R eg ulation ( E C )  N o 1 6 0 6 / 2 0 0 2 ) , that the issuer has
entered into during  the period covered by the historical financial information and up to the
date of the reg istration document, must be disclosed in accordance w ith the respective
standard adopted according  to R eg ulation ( E C )  N o 1 6 0 6 / 2 0 0 2  if applicable.
I f such standards do not apply to the issuer the follow ing  information must be disclosed:
T he nature and ex tent of any transactions w hich are - as a sing le transaction or in their
entirety - material to the issuer.  W here such related party transactions are not concluded at
arm' s leng th provide an ex planation of w hy these transactions w ere not concluded at arms
leng th.  I n the case of outstanding  loans including  g uarantees of any kind indicate the
amount outstanding .
T he amount or the percentag e to w hich related party transactions form part of the turnover
of the issuer.

1 4 9 .  C E S R  recommends that issuers that are not subj ect to I A S / I F R S  are ex pected to
follow  the I A S / I F R S  definitions of related parties.  U sing  this definition does not
imply that companies not subj ect to I A S / I F R S  are req uired to follow  I A S  2 4 .

2d  – ACQ U ISITION RIG H TS AND U NDERTAK ING S TO INCREASE
CAPITAL

Item 2 1.1.5  of Annex I (RD for shares) and  i tem 2 1.1.5  of Annex X  (RD for d ep osi tory
rec ei p ts i ssu ed  ov er shares).

I nformation about and terms of any acq uisition rig hts and or oblig ations over
authorised but unissued capital or an undertaking  to increase the capital.

1 5 0 .  W here there is authoriz ed but unissued capital or an undertaking  to increase the
capital, for ex ample, in connection w ith w arrants, convertible bonds or other
outstanding  eq uity-linked securities, or subscription rig ht g ranted, issuers are
normally ex pected to indicate:
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a) the amount of all outstanding securities giving access to share capital and of such
authoriz ed capital or capital increase and,  w here appropriate,  the duration of the
authoriz ation;

b ) the categories of persons having preferential sub scription rights for such
additional portions of capital;  and

c) the terms,  arrangements and procedures for the share issue corresponding to such
portions.

2e – OPTION AGREEMENTS

Item 21.1.6 of Annex I (RD for shares) and item 21.1.6 of Annex X (RD for depository
rec eipts issu ed ov er shares).

I nformation ab out any  capital of any  memb er of the group w hich is under option or agreed
conditionally  or unconditionally  to b e put under option and details of such options
including those persons to w hom such options relate.

1 5 1 .  W here the capital of any  memb er of the group ( such as companies included in
the consolidated accounts of the issuer) is under option or agreed conditionally  or
unconditionally  to b e put under option issuers are normally  ex pected to refer to:

a) title and amount of securities covered b y  the options;

b ) the ex ercise price

c) the consideration for w hich the option w as or w ill b e created;  and

d) the period during w hich options can b e ex ercised and the date in w hich
they  ex pire.

1 5 2 .  W here options have b een granted or agreed to b e granted to all the holders of
shares or deb t securities,  or of any  class thereof,  or to employ ees under an
employ ees'  share scheme,  it w ill b e sufficient so far as the names are concerned,  to
record that fact w ithout giving names.  I t w ould also suffice to provide a range of the
ex ercise prices,  ex ercise periods and ex piry  dates.

2f  – H ISTORY  OF  SH ARE C APITAL

Item 21.1.7  of Annex I (RD for shares) and item 21.1.7  of Annex X (RD for depository
rec eipts issu ed ov er shares).

A  history  of share capital,  highlighting information ab out any  changes,  for the period
covered b y  the historical financial information.
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153. I n  t h e  l i n e  i t e m  r e f e r r i n g  t o  h i s t o r y  o f  s h a r e  c a p i t a l ,  i s s u e r s  a r e  n o r m a l l y
e x p e c t e d  t o  i n c l u d e  t h e  f o l l o w i n g  i n f o r m a t i o n  f o r  t h e  p e r i o d  c o v e r e d  b y  t h e  h i s t o r i c a l
f i n a n c i a l  i n f o r m a t i o n :

a )  i d e n t i f i c a t i o n  o f  t h e  e v e n t s  d u r i n g  s u c h  p e r i o d  w h i c h  h a v e  c h a n g e d  t h e  a m o u n t
o f  t h e  i s s u e d  s h a r e  c a p i t a l  a n d / o r  t h e  n u m b e r  a n d  c l a s s e s  o f  s h a r e s  o f  w h i c h  i t  i s
c o m p o s e d ,  t o g e t h e r  w i t h  a  d e s c r i p t i o n  o f  c h a n g e s  i n  v o t i n g  r i g h t s  a t t a c h e d  t o  t h e
v a r i o u s  c l a s s e s  o f  s h a r e s  d u r i n g  t h a t  t i m e ;

b )  i n f o r m a t i o n  o n  t h e  p r i c e  a n d  m a t e r i a l  d e t a i l s  s u c h  a s  t r a n c h e s  o f  a n y  i s s u e
i n c l u d i n g  p a r t i c u l a r s  o f  c o n s i d e r a t i o n  w h e r e  t h i s  w a s  o t h e r  t h a n  c a s h  ( i n c l u d i n g
i n f o r m a t i o n  r e g a r d i n g  d i s c o u n t s ,  s p e c i a l  t e r m s  o r  i n s t a l m e n t  p a y m e n t s ) .

154 . T h e  r e a s o n  f o r  a n y  r e d u c t i o n  o f  t h e  a m o u n t  o f  c a p i t a l  a n d  t h e  r a t i o  o f  c a p i t a l
r e d u c t i o n s  i s  a l s o  e x p e c t e d  t o  b e  g i v e n .

2g – DESCRIPTION OF THE RIGHTS ATTACHING TO SHARES OF THE
ISSU ER

Item 21.2.3 of Annex I (RD for shares) and item 21.2.3 of Annex X (RD for depository
rec eipts issu ed ov er shares).

A  d e s c r i p t i o n  o f  t h e  r i g h t s ,  p r e f e r e n c e s  a n d  r e s t r i c t i o n s  a t t a c h i n g  t o  e a c h  c l a s s  o f  t h e
e x i s t i n g  s h a r e s .

155. I n  o r d e r  t o  a d e q u a t e l y  e x p l a i n  t h e  r i g h t s  a t t a c h e d  t o  e a c h  c l a s s  o f  t h e  i s s u e r ' s
s h a r e s ,  C E S R  w o u l d  e x p e c t  i s s u e r s  t o  b e a r  i n  m i n d  a m o n g  o t h e r s :

a )  d i v i d e n d  r i g h t s ,  i n c l u d i n g  t h e  t i m e  l i m i t  a f t e r  w h i c h  d i v i d e n d  e n t i t l e m e n t
l a p s e s  a n d  a n  i n d i c a t i o n  o f  t h e  p a r t y  i n  w h o s e  f a v o u r  t h i s  e n t i t l e m e n t
o p e r a t e s ;

b )  v o t i n g  r i g h t s ;
c )  r i g h t s  t o  s h a r e  i n  t h e  i s s u e r ' s  p r o f i t ;
d )  r i g h t s  t o  s h a r e  i n  a n y  s u r p l u s  i n  t h e  e v e n t  o f  l i q u i d a t i o n ;
e )  r e d e m p t i o n  p r o v i s i o n s ;
f )  r e s e r v e s  o r  s i n k i n g  f u n d  p r o v i s i o n s ;
g )  l i a b i l i t y  t o  f u r t h e r  c a p i t a l  c a l l s  b y  t h e  i s s u e r ;  a n d
h )  a n y  p r o v i s i o n  d i s c r i m i n a t i n g  a g a i n s t  o r  f a v o u r i n g  a n y  e x i s t i n g  o r  p r o s p e c t i v e

h o l d e r  o f  s u c h  s e c u r i t i e s  a s  a  r e s u l t  o f  s u c h  s h a r e h o l d e r  o w n i n g  a  s u b s t a n t i a l
n u m b e r  o f  s h a r e s .

2h  – STATEM ENTS B Y  EX PERTS

Item 23.1 of Annex I (RD for shares,  item 10 .3 of Annex III (S hares S N ),  item 16 .1 of Annex
IV  (Deb t and Deriv ativ e sec u rities RD),  item 7 .3 of Annex V  (Deb t sec u rities S N ),  item 9 .1 of
Annex V II (Asset B ac k ed sec u rities RD),  item 13.1 of Annex IX (Deb t and Deriv ativ e
sec u rities RD),  item 23.1 of Annex X (RD for depository rec eipts issu ed ov er shares),  item
13.1 of Annex XI (B ank s RD),  item 7 .3 of Annex XII (Deriv ativ e sec u rities S N ),  item 7 .3 of
Annex XIII (Deb t sec u rities w ith a denomination of at l east E U R 5 0 .0 0 0  S N ),  item 7  of
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Annex XVI (securities issued by Member States, third country issuers and their regional
and local authorities R D )  and item 6  of  Annex XVII (securities issued by P ublic
International B odies and f or debt securities guaranteed by a Member State of  the O E C D
R D ) .

Where a statement or report attributed to a person as an expert is included in the
R eg istration D ocument /  S ecurities N ote,  prov ide such persons'  name,  business
address,  q ualif ications and material interest if  any  in the issuer.  I f  the report has been
produced at the issuer’ s req uest a statement to the ef f ect that such statement or report
is included,  in the f orm and context in w hich it is included,  w ith the consent of  the
person w ho has authorised the contents of  that part of  the R eg istration D ocument /
S ecurities N ote.

1 5 6 .  I n order to ensure a consistent interpretation of  the prov isions of  lev el 2 ,  C E S R
proposes to clarif y ,  as f ollow s,  the meaning  of  “ material interest” :

1 5 7 .  When analy sing  w hether an expert,  w ho has produced a report included in the
prospectus,  has a material interest in the issuer,  issuers are normally  expected to
consider the f ollow ing  circumstances related to the expert,  among  others:

-  ow nership of  securities issued by  the issuer or by  any  company  belong ing  to
the same g roup or options to acq uire or subscribe f or securities of  the issuer;

-  f ormer employ ment of  the issuer or any  f orm of  compensation f rom the
issuer;

-  membership  of  any  of  the issuer’ s bodies;

-  any  connections to the f inancial intermediaries inv olv ed in the of f ering  or
listing  of  the securities of  the issuer.

1 5 8 .  I f  one or more of  these examples are f ulf illed,  the issuer has to consider if  this
w ill result in a material interest,  tak ing  into account the ty pe of  securities being
of f ered.

1 5 9 .  T he issuer should also clarif y  that these ( or other circumstances)  hav e been
tak en into account in order to f ully  describe the material interest ( if  any )  of  the
expert,  to the best of  the issuer’ s k now ledg e.

2i – INFORMATION ON HOLDINGS

Item 2 5 . 1  of  Annex I (R D  f or shares)  and item 2 5 . 1  of  Annex X (R D  f or dep ository receip ts
issued ov er shares) .

I nf ormation relating  to the undertak ing s in w hich the issuer holds a proportion of  the
capital lik ely  to hav e a sig nif icant ef f ect on the assessment of  its ow n assets and
liabilities,  f inancial position or prof its and losses.
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160. I n  t h e  l i n e  i t e m  o f  i n f o r m a t i o n  o n  h o l d i n g s ,  i s s u e r s  a r e  n o r m a l l y  e x p e c t e d  t o
p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :

a )  N a m e  a n d  r e g i s t e r e d  o f f i c e  o f  t h e  u n d e r t a k i n g ;
b )  F i e l d  o f  a c t i v i t y ;
c )  P r o p o r t i o n  o f  c a p i t a l  a n d  v o t i n g  p o w e r  ( i f  d i f f e r e n t )  h e l d ;
d )  I s s u e d  c a p i t a l ;
e )  R e s e r v e s ;
f )  P r o f i t  o r  l o s s  a r i s i n g  o u t  o f  o r d i n a r y  a c t i v i t i e s ,  a f t e r  t a x ,  f o r  t h e  l a s t  f i n a n c i a l

y e a r ;
g )  V a l u e  a t  w h i c h  t h e  i s s u e r  o b l i g e d  t o  p u b l i s h  t h e  r e g i s t r a t i o n  d o c u m e n t s

s h o w s  s h a r e s  h e l d  i n  i t s  a c c o u n t s ;
h )  A m o u n t  s t i l l  t o  b e  p a i d  u p  o n  s h a r e s  h e l d ;
i )  A m o u n t  o f  d i v i d e n d s  r e c e i v e d  i n  t h e  c o u r s e  o f  t h e  l a s t  f i n a n c i a l  y e a r  i n

r e s p e c t  o f  s h a r e s  h e l d ;
j )  A m o u n t  o f  t h e  d e b t s  o w e d  t o  a n d  b y  t h e  i s s u e r  w i t h  r e g a r d  t o  t h e

u n d e r t a k i n g .

161. T h e  i n f o r m a t i o n  i s  r e q u i r e d ,  i n  a n y  e v e n t ,  f o r  e v e r y  u n d e r t a k i n g  i n  w h i c h  t h e
i s s u e r  h a s  a  d i r e c t  o r  i n d i r e c t  p a r t i c i p a t i n g  i n t e r e s t ,  i f  t h e  b o o k  v a l u e  o f  t h a t
p a r t i c i p a t i n g  i n t e r e s t  r e p r e s e n t s  a t  l e a s t  10%  o f  t h e  c a p i t a l  a n d  r e s e r v e s  o f  t h e  i s s u e r
o r  t h e  p a r t i c i p a t i n g  i n t e r e s t  g e n e r a t e s  a t  l e a s t  10%  o f  t h e  n e t  p r o f i t  o r  l o s s  o f  t h e
i s s u e r  o r ,  i n  t h e  c a s e  o f  a  g r o u p ,  i f  t h e  b o o k  v a l u e  o f  t h a t  p a r t i c i p a t i n g  i n t e r e s t
r e p r e s e n t s  a t  l e a s t  10%  o f  t h e  c o n s o l i d a t e d  n e t  a s s e t s  o r  t h e  p a r t i c i p a t i n g  i n t e r e s t
g e n e r a t e s  a t  l e a s t  10%  o f  t h e  c o n s o l i d a t e d  n e t  p r o f i t  o r  l o s s  o f  t h e  g r o u p .

162 . T h e  i n f o r m a t i o n  l i s t e d  m a y  n o t  b e  n e c e s s a r y  p r o v i d e d  t h a t  t h e  i s s u e r  p r o v e s  t h a t
i t s  h o l d i n g s  a r e  o f  a  p u r e l y  p r o v i s i o n a l  n a t u r e  a n d  l i n e  i t e m s  ( e )  t o  ( f )  m a y  b e  o m i t t e d
w h e r e  t h e  u n d e r t a k i n g  i n  w h i c h  a  p a r t i c i p a t i n g  i n t e r e s t  i s  h e l d  d o e s  n o t  p u b l i s h  i t s
a n n u a l  a c c o u n t s .

163 . I n c l u s i o n  o f  p o i n t s  ( d )  t o  ( j )  m a y  n o t  b e  n e c e s s a r y  i f  t h e  a n n u a l  a c c o u n t s  o f  t h e
u n d e r t a k i n g s  i n  w h i c h  t h e  p a r t i c i p a t i n g  i n t e r e s t s  a r e  h e l d  a r e  c o n s o l i d a t e d  i n t o  t h e
g r o u p  a n n u a l  a c c o u n t s  o r  i f  t h e  v a l u e  a t t r i b u t a b l e  t o  t h e  i n t e r e s t  u n d e r  t h e  e q u i t y
m o d e  i s  d i s c l o s e d  i n  t h e  a n n u a l  a c c o u n t s ,  p r o v i d e d  t h a t  t h e  o m i s s i o n  o f  t h e
i n f o r m a t i o n  i s  n o t  l i k e l y  t o  m i s l e a d  t h e  p u b l i c  w i t h  r e g a r d  t o  t h e  f a c t s  a n d
c i r c u m s t a n c e s ,  k n o w l e d g e  o f  w h i c h  i s  e s s e n t i a l  o f  t h e  a s s e s s m e n t  o f  t h e  s e c u r i t y  i n
q u e s t i o n .

164 . I n f o r m a t i o n  p r o v i d e d  u n d e r  p o i n t s  ( g )  a n d  ( j )  m a y  b e  o m i t t e d  i f  s u c h  o m i s s i o n
d o e s  n o t  m i s l e a d  i n v e s t o r s .

165 . I n  r e l a t i o n  t o  h o l d i n g s  i n  w h i c h  t h e  i s s u e r  h o l d s  a t  l e a s t  10%  o f  t h e  c a p i t a l ,  t h e
n a m e ,  r e g i s t e r e d  o f f i c e  a n d  p r o p o r t i o n  o f  c a p i t a l  h e l d  m u s t  b e  d i s c l o s e d  u n l e s s  s u c h
o m i s s i o n  w i l l  l i k e l y  m i s l e d  i n v e s t o r s  i n  m a k i n g  a n  i n f o r m e d  a s s e s s m e n t  o f  t h e  a s s e t s
a n d  l i a b i l i t i e s ,  f i n a n c i a l  p o s i t i o n ,  p r o f i t s  a n d  l o s s e s  a n d  p r o s p e c t s  o f  t h e  i s s u e r  o r  i t s
g r o u p  a n d  o f  t h e  r i g h t s  a t t a c h i n g  t o  t h e  s e c u r i t i e s .

2j -  I N T E R E S T S  O F  N A T U R A L  A N D  L E G A L  P E R S O N S  I N V O L V E D  I N
T H E  I S S U E / O F F E R
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Item 3.3 of Annex III (Shares SN), Item 3.1 of Annex V (Debt securities with a
d enomination of l ess than E U R  5 0  0 0 0  SN), Item 31.2 .1 of Annex X  (Dep ository  R eceip ts
issued  ov er shares) and  Item 3.1 of Annex X II (Deriv ativ e securities SN).

A description of any interest, including conflicting ones that is material to the issue/offer,
detailing the persons inv olv ed and the nature of the interest.

1 6 6 .  T o ex plain the nature of the interests, C E S R  recommends that w hen preparing
the disclosure on interests issuers are ex pected to b ear in mind:

-  among those persons inv olv ed in the offer, those w ho may hav e a material
interest in the issuer or link ed to the offer, such as adv isors, financial
intermediaries and ex perts ( ev en if no statement produced b y those persons is
included in the prospectus) ;

-  in relation to the nature of the interests, issuers may consider w hether those
persons hold their eq uity securities or eq uity securities of their sub sidiaries, or
hav e a direct or indirect economic interest that depends on the success of the
offer/ issue, or hav e any understanding or arrangement w ith maj or shareholders
of the issuer.

2k – CLARIFICATION OF TERMINOLOGY USED IN THE COLLECTIVE

INVESTMENT UNDERTAK INGS OF THE CLOSED- END TYP E

SCHEDULE

Item 1.1 of Annex X V (C ol l ectiv e inv estment und ertak ing  of the cl osed - end  ty p e R D)

A detailed description of the inv estment ob j ectiv e and policy w hich the collectiv e inv estment
undertak ing w ill pursue and a description of how  that inv estment ob j ectiv es and policy may
b e v aried including any circumstances in w hich such v ariation req uires the approv al of
inv estors.  A description of any techniq ues and instruments that may b e used in the
management of the collectiv e inv estment undertak ing.

1 6 7 .  A description of the inv estment ob j ectiv es including financial ob j ectiv es ( for
ex ample, capital grow th or income)  and inv estment policy is ex pected to prov ide a
description of the inv estment strategy of the collectiv e inv estment undertak ing and
the methodology to b e employed in pursuing that strategy, including w hether the
I nv estment M anager intends to pursue an activ e or passiv e strategy.  I t should
indicate the types of instruments in w hich the collectiv e inv estment undertak ing w ill
inv est, including w here material as regards the inv estment portfolio:

• the geographical areas of inv estment,
• industry sectors,
• mark et capitalisation;
• credit ratings/inv estment grades
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• whether or not admitted to trading on a regulated market

Item 2 . 1 0  o f  A n n ex  X V  ( C o l l ec ti v e i n v es tmen t u n d er ta k i n g  o f  th e c l o s ed - en d  ty p e R D )

P oint ( a)  of  item 2 . 2  does  not ap p ly  to a c ollec tiv e inv es tment undertaking whos e inv es tment
ob j ec tiv e is  to trac k,  without material modif ic ation,  that of  a b roadly  b as ed and rec ogniz ed
p ub lis hed index .  A  des c rip tion of  the c omp os ition of  the index  mus t b e p rov ided.

1 6 8 .  A  b roadly  b as ed,  rec ognis ed and p ub lis hed index  is  ex p ec ted to:

− b e adeq uately  div ers if ied and rep res entativ e of  the market it ref ers  to;
− b e c alc ulated with s uf f ic ient f req uenc y  to ens ure ap p rop riate and timely  p ric ing

and inf ormation on the c ons tituents  of  the index ;
− b e p ub lis hed widely  to ens ure its  dis s emination to the relev ant us er/ inv es tor

b as e;
− b e c omp iled and c alc ulated b y  a p arty  indep endent of  the c ollec tiv e inv es tment

undertaking and b e av ailab le f or p urp os es  other than the c alc ulation of  the
return of  the c ollec tiv e inv es tment undertaking

Items  3 . 1  a n d  3 . 2  o f  A n n ex  X V  ( C o l l ec ti v e i n v es tmen t u n d er ta k i n g  o f  th e c l o s ed - en d  ty p e
R D )

T he ac tual or es timated max imum amount of  all material f ees  p ay ab le direc tly  or indirec tly
b y  the c ollec tiv e inv es tment undertaking f or any  s erv ic es  under arrangements  entered into
on or p rior to the date of  the regis tration doc ument and a des c rip tion of  how thes e f ees  are
c alc ulated.

A  des c rip tion of  any  f ee p ay ab le direc tly  or indirec tly  b y  the c ollec tiv e inv es tment
undertaking whic h c annot b e q uantif ied under item 3 . 1  and whic h is  or may  b e material.

1 6 9 .  W hen ref erring to f ees ,  c ollec tiv e inv es tment undertakings  are ex p ec ted to
c ons ider,  as  well as  f ees  p aid to s erv ic e p rov iders ,  the f ollowing:

− S ub s c rip tion f ees  ( b oth guaranteed to the c ollec tiv e inv es tment undertaking or
negotiab le) ;

− R edemp tion f ees  ( b oth guaranteed to the c ollec tiv e inv es tment undertaking or
negotiab le) ;

− D is trib ution f ees
− P lac ement f ees
− V ariab le management f ees  ( e. g.  p erf ormanc e f ees ) ;
− F ees  as s oc iated with c hanges  in the c omp os ition of  the p ortf olio

Item 4 . 1  o f  A n n ex  X V  ( C o l l ec ti v e i n v es tmen t u n d er ta k i n g  o f  th e c l o s ed - en d  ty p e R D )

I n res p ec t of  any  I nv es tment M anager s uc h inf ormation as  is  req uired to b e dis c los ed under
items  5 . 1 . 1  to 5 . 1 . 4  and,  if  material,  under item 5 . 1 . 5  of  A nnex  I  together with a des c rip tion of
its  regulatory  s tatus  and ex p erienc e.
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170. A  d e s c r i p t i o n  o f  t h e  I n v e s t m e n t  M a n a g e r ’ s  r e g u l a t o r y  s t a t u s  i s  e x p e c t e d  t o
i n c l u d e  t h e  n a m e  o f  t h e  r e g u l a t o r y  a u t h o r i t y  b y  w h i c h  t h e  I n v e s t m e n t  M a n a g e r  i s
r e g u l a t e d ,  o r  i f  u n r e g u l a t e d ,  a  n e g a t i v e  s t a t e m e n t .

171. A  d e s c r i p t i o n  o f  t h e  I n v e s t m e n t  M a n a g e r ’ s  e x p e r i e n c e  i s  e x p e c t e d  t o  i n c l u d e  a n
i n d i c a t i o n  o f  t h e  a m o u n t  o f  f u n d s  t h e  I n v e s t m e n t  M a n a g e r  h a s  u n d e r  t h i r d  p a r t y
d i s c r e t i o n a r y  m a n a g e m e n t ,  t h e  r e l e v a n c e  o f  i t s  e x p e r i e n c e  t o  t h e  i n v e s t m e n t
o b j e c t i v e  o f  t h e  c o l l e c t i v e  i n v e s t m e n t  u n d e r t a k i n g ,  a n d  i f  m a t e r i a l  t o  t h e  a s s e s s m e n t
o f  t h e  I n v e s t m e n t  M a n a g e r ,  t h e  e x p e r i e n c e  o f  t h e  s p e c i f i c  p e r s o n n e l  w h o  w i l l  b e
i n v o l v e d  i n  t h e  i n v e s t m e n t  m a n a g e m e n t  o f  t h e  c o l l e c t i v e  i n v e s t m e n t  u n d e r t a k i n g .

Item 8.2 of Annex XV(Collective investment undertaking of the closed-end type RD)

A  c o m p r e h e n s i v e  a n d  m e a n i n g f u l  a n a l y s i s  o f  t h e  c o l l e c t i v e  i n v e s t m e n t  u n d e r t a k i n g ’ s
p o r t f o l i o  ( i f  u n - a u d i t e d ,  c l e a r l y  m a r k e d  a s  s u c h ) .

172 . A  c o m p r e h e n s i v e  a n d  m e a n i n g f u l  a n a l y s i s  u n d e r  8 .2  s h o u l d  i n c l u d e ,  w h e r e
m a t e r i a l  t o  t h e  a s s e s s m e n t  o f  t h e  i n v e s t m e n t  p o r t f o l i o :

− a n  a n a l y s i s  b y  b r o a d  i n d u s t r i a l  o r  c o m m e r c i a l  s e c t o r  a n d  g e o g r a p h i c  a r e a ,  a s
a p p l i c a b l e ;  a n d / o r

− a n  a n a l y s i s  b e t w e e n  e q u i t y  s h a r e s ,  c o n v e r t i b l e  s e c u r i t i e s ,  f i x e d  i n c o m e  s e c u r i t i e s ,
t y p e s  o r  c a t e g o r i e s  o f  d e r i v a t i v e  p r o d u c t s ,  c u r r e n c i e s  a n d  o t h e r  i n v e s t m e n t s ,
d i s t i n g u i s h i n g  b e t w e e n  s e c u r i t i e s  w h i c h  a r e  l i s t e d  a n d  u n l i s t e d  a n d  t r a d e d  o n  o r
o f f  r e g u l a t e d  m a r k e t  i n  t h e  c a s e  o f  d e r i v a t i v e s ;  a n d / o r

− a n  a n a l y s i s  b y  c u r r e n c y  t y p e  s t a t i n g  t h e  m a r k e t  v a l u e  o f  e a c h  s e c t i o n  o f  t h e
p o r t f o l i o  s o  a n a l y z e d .
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3. R E C O M M E N D A T I O N S  O N  I S S U E S  N O T  R E L A T E D  T O  T H E

S C H E D U L E S

RECOMMENDATIONS FOR DOCUMENTS CONTAINING
INFORMATION ON TH E NUMB ER AND NATURE OF TH E SECURITIES
AND TH E REASONS FOR AND DETAIL S OF TH E OFFER,  MENTIONED
IN ART.  4  OF TH E P ROSP ECTUS DIRECTIV E

173. C E S R  w o u l d  e x p e c t  t h e  d o c u m e n t  r e f e r r e d  t o  i n  a r t i c l e s  4 .1.d  a n d  4 .2 .e  a n d  4 .1.e
a n d  4 .2 .f  t o  i n c l u d e :

a )  t h e  i d e n t i f i c a t i o n  o f  t h e  i s s u e r  a n d  a  i n d i c a t i o n  o f  w h e r e  a d d i t i o n a l
i n f o r m a t i o n  o n  t h e  i s s u e r  c a n  b e  f o u n d ;

b )  a n  e x p l a n a t i o n  o f  t h e  r e a s o n s  o f  t h e  o f f e r  o r  a d m i s s i o n  t o  t r a d i n g  t o g e t h e r
w i t h  a n  i n d i c a t i o n  o f  t h e  s p e c i f i c  p r o v i s i o n  o f  t h e  D i r e c t i v e  u n d e r  w h i c h  t h e
e x e m p t i o n  a p p l i e s ;

c )  d e t a i l s  o f  t h e  o f f e r  ( k e y  t e r m s  a n d  c o n d i t i o n s  o f  t h e  o f f e r  o r  a d m i s s i o n  t o
t r a d i n g ,  w h i c h  i s  l i k e l y  t o  i n c l u d e  i n f o r m a t i o n  o n  t h e  a d d r e s s e e s  o f  t h e  o f f e r ,
t i m e  f r a m e  o f  t h e  o f f e r ,  m i n i m u m  a n d  m a x i m u m  a m o u n t  o f  o r d e r s ,
i n f o r m a t i o n  o n  w h e r e  d e t a i l s  o f  t h e  p r i c e  c a n  b e  f o u n d ,  i f  n o t  y e t
d e t e r m i n e d ) ,  i n c l u d i n g  t h e  n a t u r e  o f  t h e  o f f e r  ( o f f e r  t o  i s s u e  o r  t o  s a l e
s e c u r i t i e s ) ,  c o n d i t i o n s  u p o n  w h i c h  t h e  s e c u r i t i e s  w i l l  b e  i s s u e d  o r  a d m i t t e d  t o
t r a d i n g ,  p r i c e  o f  t h e  s e c u r i t i e s ,  i f  a n y .

174 . I n  r e l a t i o n  t o  t h e  n u m b e r  a n d  n a t u r e  o f  t h e  s e c u r i t i e s  i n v o l v e d  i n  t h e  o f f e r  o r
a d m i s s i o n  t o  t r a d i n g ,  C E S R  w o u l d  e x p e c t  t h i s  t o  i n c l u d e  a  s u m m a r i s e d  d e s c r i p t i o n
o f  t h e  r i g h t s  a t t a c h i n g  t o  t h e  s e c u r i t i e s .

175 . C E S R  c o n s i d e r s  i m p o r t a n t  t o  p o i n t  o u t  t h a t  t h i s  d o c u m e n t  i s  n o t  a  p r o s p e c t u s ;
t h e r e f o r e  i n f o r m a t i o n  r e f e r r e d  t o  i n  t h e s e  r e c o m m e n d a t i o n s  s h o u l d  b e  a b b r e v i a t e d
a n d  d o e s  n o t  n e e d  t o  b e  a p p r o v e d  o r  f i l e d  w i t h  t h e  c o m p e t e n t  a u t h o r i t y .

176. C E S R  a l s o  c o n s i d e r s  t h a t  t h i s  d o c u m e n t  s h o u l d  b e  m a d e  a v a i l a b l e  t o  i t s
a d d r e s s e s  b u t  n o t  n e c e s s a r i l y  p u b l i s h e d .


