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EXPLANATORY MEMORANDUM 

I. Introduction 

\)J 
2QJ 

3QJ 

l. The Community's work on securities markets is aimed at two main 

objectives: ~irstly, ensuring that securities markets function 

properly and, secondly, encouraging increasingly greater inter­

penetration of those markets at Community level. In order to achieve 

those two objectives, it is necessary, inter alia, to strengthen 

public confidence in securities dealt in on those markets . Since 

such confidence largely depends on the quantity and quality of the 

information made available to the public, a sow1d information policy 

on securities and the issuers of securities is essential in the 

Community if the two objectives referred to above are to be achieved. 

The Council has already adopted three Directives on stock markets, 

essentially with those aims in mind. They are Directive 79/279/EEC 

coordinating the conditions for the admission of securities to offi­

cial stock exchange listing1 Directive 80/390/EEC on the listing 

cia} stock exchange listir.g2 a.nd Directive 82/121/EEC on information 

to be published on a regular basis by companies 'Whose sharE:os have 

been admitted to official stock exchange lis~ing 3 

2. 'This proposal for a Directive, 'Which provides for the dl.sclo:';ure of 

acquisitions or disposals of major holding;3 in the capita} .. of listed 

companies, is aimed at reinforcing at Comrm ... nl ty level ths informa<.::ion 
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policy already adopted by the Council .. SUch disclosure will provide 

investors with information on persons liable to influence a company's 

management, sometimes to a considerable extent, and thus enable them 

to follow developments in its ownership and gain a clearer idea of 

what is happening internally. This is important information which may 

affect investors' assessment of securities issued by the company and 

may consequently play a crucial role in their investment or disinvest­

ment decisions. 

Since this infomation is important, it should be made available to 

the Public, not only because it is of use to investors but also in 

order to prevent uncontrollable rumours and stop misuse of price­

sensitive information. There is a real risk of such misuse occurring 

when information is not made public but j_s confined to a restricted. 

circle of people. 

3. It should be ncro?d that the first two stock ~,1arket Directives adopted 

by the Council oo!i·c~adl· ··w dow:-:. a ··-2":ju~·rement, albeit partial, to dis­

close acquisitions of .. a jor holdings. Sch'2dule A, point 3. 2. 7, of 

Directive 80/390/LEC on the lLting panic-ulars to be published. for 

the admission of .secc_;_ci r ';:-s to nffic:; <{1 stock exchange listing stipu,­

lates that the particulars must cont,-1in, "in so far as they are known 

to the issuer, in¢iication of t~e she! ceholders who, directly or 

indirectly, hold a proportion of the lssuer's capital which the Member 

States may not fix at more than 70%". 

In addition, Schedule C, point S(c), of Directive 79/279/EEC on the 

conditions for the admis.~ i.on of securi tie.s to official stock exchange 

listing lays down tLat "the company mu;:;t inform the public of any 

changes in the struc cure (sharchulders and breakdown of holdings) of 

the major holdings in its capital as compared. with information pre­

viously published on that subJect as soon as such changes come to 

its notice". It is clear from the above that this proposal for a 

Directive does not impose any new requirements on listed companies. 

'Ihe object is merely to clarify the content of the obligation laid 

down in Directive 79/279/EEC and to facilitate implementation of that 
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obligation by requiring persons acquiring or disposing of major holdings 

in a listed company to inform that company accordingly. It is a matter, 

thEi!refore, not of subjecting listed companies, to a .new rule but rather 

of clarifying and coordinating the content of an existing rule. 

4. 'Ihree Member States - France, the United Kingdom and Italy - already 

apply specific rules and regulations that require the company and/or the 

public to be notified of major changes in the structure of a sompany's 

capital. Other Member States either have more fragmentary rules in this 

area or none at all. 

5. The foregoing shows that some very marked discrepancies exist between 

Member States' rules and regulations in the area concerned. This means 

that the information made available to investors in the different Member 

States varies widely and, therefore, that the safeguards afforded to 

investors by the various stock markets of the Community are not equiv-

alent. If effective interpenetration of the stock markets within the 

Community is to be achieved, however, it is essential that those markets 

should provide comparable safeguards. That is a further argument in 

favour of coordinating at Community level the rules and regulations 

governing the disclosure of acquisitions and disposals of major holdings 

in listed companies. 

II. Comments 

1., Scope 

(l) The Directive is relatively wide in sc~::.pe in that -•- app:i.ies to 

any legal or natural person who acquire:s cr dispose". of a major 

holding in a listed company. It theref.,-- ~- covers r•ot ~_,n·· / companies 

(including those which do not have le•:;;_ personality) ::mci States 

or their regional and local authoci tL·,, , but ,_-, ls• i~tdi' i.Juuls. 

Although it is relatively rare nowada~·, for a natural person to 

acquire a major holding in a listed cor-;pany, such an event is no 

less relevant to investors when it does ·=v:cur. 'Ihe pub] ir:: should 
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therefore be notified in the same way as for major holdings acquired 

by a company or other legal person. A last point to make is that 

the Directive applies not only to nationals of a Member State, but 

also to persons domiciled in a non-member country. 

(2) It was thought advisable that this Directive should cover the acqui­

sition of holdings only in listed companies governed by the law of 

one of the Member States of the Community, and not in listed com~ 

panies from non-member countries. Companies from non-member countries 

would exper~ence serious difficulties in complying with the Directive 

where no equivalent provisions required major shareholders in those 

companies to inform them of such holdings. Where comparable pro-

visions exist in their country of origin, companies from non-members 

countries will have to declare maJor holdings in their capital also 

in the member countries in which thPv are officially listed, 

pursuant to the provj sl<.ns on 'X:(ui valence of information contained 

in Directive 79/279/EEC on U1, ,~or;ditions for admission to stock 

exchange listing. .5-::he<'ule C, i:-· )int C, of that Directive lays down 

that companies whose shares are iisted on the stock exchanges of 

both a Member State and a non-Member State must make available to 

the stock market of the ~-1ember State information •Nhich is equivalent 

to that published in the non-Member State. 

I",. 

( 3) It should be noted th.:tt the :Oird:::tive applies to major ~oldings only 

in companies whose share::o a1·e lis tE:.'CI nn .·; Community stock exchange, 

excluding those whose shares ar<:: not listen on such an exchange. 

The reasons for this limitation are that: it is shares in listed 

companies which are dealt in regularly and the general public tends 

to invest primarily in those shares. It is only natural, therefore, 

that those companies should be subject to more extensive information 

requirements that unlisted companies. The same approach was adopted 

as regards Directive 82/121/EEC on information to be published on a 

regular basis, which likewise applies to listed companies only. 

f ' 

I 
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(4) It is not only important to inform the public of acquisitions in a 

company; it is also of interest to the public to l.P<lrr: lvhc:n a person 

pulls out of a company or reduces his holding. C<Jnsequently, this 

Directive applies not merely to acquisitions but also to disposals 

of major holdings in the subscribed capital of '' hsted company. 

Content of the information 

What matters to the investor is to know what influence a major share­

holder can have on a listed company. This influence is exercised mainly 

through the shareholder's voting rights. For investors to be well 

informed, therefore, it would be necessary to disclose the percentage of 

voting rights held by persons acquiring or disposing of major holdings. 

Article 3, however, lays down that such persons need only notify the 

company of the percentage of subscribed capital held by them. This 

approach was chosen because it may be very difficult in certain cases 

for persons acquiring or disposing of holdings to know what percentage 

of the voting rights they hold. This difficulty arises mainly for the 

following reasons: 

- in certain countries, certain shares carry dual voting rights on 

either a temporary or a permanent basis; 

-in certail)·countries or for certain companies, ceilings are placed 

on the voting rights which may be held by any one person; those 

ceilings may even vary according to the subject of the vote; 

where convertl.ble bonds have been issued, it is difficult to 

establish the total voting rights as this total depends on the 

number of bonds converted into shares. 

It is clear _from the above that persons acquiring or disposing of shares 

cannot always know the total number of existing voting rights and cannot, 

therefore, determine what percentage of the voting rights they them­

selves hold. 



- 6 -

In order to ensure that investors are nevertheless properly informed, 

Article 8 ( 2) provides that companies must notify the public not only 

of the rx·rcentage of subscribed capital ·held by persons acquiring or 

dispo~ing of major holdings, but also of the percentage of voting rights 

held by such persons where those two percentages differ. Supplying such 

inform<·.tion does not cause companies any difficulty as they know at all 

times 1·r.. total voting rights and any ceilings on those voting rights. 

3. 'T'hreshnlds 

It . ·: ;~;t be acknowledged that the choice :of thresholds which trigger 

compulsory notification are necessarily somewhat arbitrary. 

It should be noted, however, that the · thresholds in the proposal for 

a Directive are based on work previously carried ou at Community level. 

'!hey correspond to percentages already laid down in the company law 

Directives. The various thresholds were adopted for the following 

reasons: 

( 1) 10%: Articles 7 and 8 of the Seventh Directive on company law1 · 

result in a 10% holding in an undertaking being significant 

in connection with an exemption from sub-consolidation. 

It seemed advisable, therefore, that this 10% threshold 
I''" 

should also be adopted here. 

( ~) 20%: For the purposes of Article l 7 of the Fourth Directive on 

company law
2

, the holding of more than 20% of a company's 

capital is presumed to constitute a participating interest 

creating a durable link with' that company. On the basis of 

this principle, Article 33 ( 1) of the Seventh Directive on 

company law also specifies that: "An undertaking shall be 

presumed to exercise a significant influence over another 

1
seventh C..o"nc:i.l Directive of 13 June 1983 concerning consolidated accounts 
(83/349/r:• .. :J (OJ No L 193, 18. 7.1983). 

2
Fourth ,·c,on~cil Directive of 25 July 1978 on the annual accounts of certain 
types n1 :·.,mpanies (78/660/EEC) (OJ No L 222, 14.8.1978). 



undertaking where it has 20% or more of thr' shareholders ' or 

members' voting rights in that undertaking". 20% is therefore 

another important threshold which should be notified if exceeded. 

( 3) one third and two thirds: 

Article 40(1) of the Second Directive on company law1 provides 

that several important decisions (increase, reduction, redemp­

tion, etc. of capital) must be taken by a majority of not less 

than two thirds of the general meeting of shareholders 2 

'Ihe same majority is required by Article 7 of the 'Ihird Direc­

tive on company law3 , for a merger decision and by Article 5 of 

the Sixth Directive on company law4 for a decision on a division. 

A holding of one third would make it possible for these deci­

sions to be opposed. 

It thus seemed appropriate to adopt those thresholds of 

one third and two thirds of a company's capital, which are 

particularly significant from this point of view. 

(4) 50%: Since 50% signifies absolute control, it is essential that the 

public be informed whenever that threshold is exceeded. 

(5) 90%: Under Articles 27 and 28 of the Third Directive on company 
3 law , prov1s1on is made for certain derogations from the rules 

/' 

on acquisitions or mergers in cases where one party holds 90% 

or more of the shares. Under some countries' legislation this 

threshold permits the compulsory purchase of the outstanding 

shares. It was therefore included in the proposal. 

1
second Council Directive of 13 December 1976 on coordination of safeguards 
which, for the protection of the interests of members and others, are required 
by Member States of companies within the meaning of the second paragraph of 
Article 58 of the Treaty, in respect of the formation of public limited lia­
bility companies and the maintenance and alteration of their capital, with a 
view to making such safeguards equivalent (77/91/EEC) (OJ No L 26, 31.1.1977). 

2see Articles 29(4), 29(5), 30, 31, 35 and 38 of the same Second Directive. 

3Third Council Directive of 9 October 1978 concerning mergers of public limited 
liability companies (78/855/EEC) (OJ No L 295, 20.10.1978). 

4sixth Council Directive of 17 December 1982 concerning divisions of public 
limited liability companies (82/89/EEC) (OJ No L 378, 31.12 .1982). 
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(6) 'Hie; Directive lays down that the percentage of capital actually 

held by a person must be disclosed when that percentage reaches or 

ex, ··~eds the abovementioned thresholds following an acquisition or 

go.::s below those thresholds following a disposal. It is not, 

therefore, the percentage acquired or disposed of in such a trans­

action which is to be disclosed, but the percentage of capital 

actu<~1ly held since that is the figure which matters. 

( 71 ·.tl• .. · t'J cective contains minimum rules. Pursuant to Article 2, Member 

:O:i·.:;;·,:s may apply stricter provisions than those laid down by the 

Di-L8Ctive, or additional provisions. Member States may therefore 

.lso make provision for thresholds other than those specified in 

the Directive. 

4. Methods of holding shares 

( l) It is important for investors to know the total number of shares 

really held by a person acquiring or disposing of a holding so that 

they may assess just what influence that person may exert on the 

company. To this end, the person acquiring or disposing of a 

holding must disclose not only the number of shares which he holds 

directly, but also the number held by other persons in 'their own 

name on his behalf (e.g. nominee holdings). By the same token, a 

company must declarernot only shares which it holds itself but also 

those held by its subsidiaries. It should be noted that the defini­

t i rm of "subsidiar-y" given in Article 5 is strictly based on that 

in the Seventh Directive on company law (83/349iEEC of 13 June 1983 

on r:onsolida ted accounts ) . 

(2) Article 6 lays down that, where two or more persons act in concert, 

the holdings of each one of those persons must be added together in 

order to determin~ whether one of the thresholds in Article 6 has 

been crossed. If that has happened, each of the persons acting in 

co:.--::ert: must rn.tke a declaration, indicating the percentage of sub­

·'· \.bed capital held by him and the percentages of such capital 

. ' c~. L:ach of the other persons with whom he is acting in concert. 

~xocedure was adopted in order to make each of the persons 

.,,: :.ing in concet:"t responsible for the declaration provided for in 



.. ' 

5. 

- 9 -

Article 3. Concerted action was defined on the basis of an existing 

definition in Directive 80/390/EEC of 17 March 1980 on the listing 

particulars to be published for admission to stock exchange listing. 

Time limits 

In order to ensure that the market is informed promptly, persons acquiring 

or disposing of holdings must notify the company within seven calendar 

days; the company itself has seven calendar days in which to notify the 

public. Those relatively brief periods should make it possible to prevent, 

or at least restrict, misuse of such information, particularly through 

insider dealing . 

6. Declaration 

The arrangements for informing the public were specified within the frame­

work of Directive 79/279/EEC on the conditions for admission to stock 

exchange listing. . Those arrangements also apply in the present context. 

Article 17 of the Directive on the conditions for admission to stock 

exchange listing lays down that the information to be made available to 

the public must be published in one or more newspapers distributed through- · 

out the Member State or distributed widely therein or must be made avail­

able to the public either in writing in places indicated by announcements 

to be published in one or mor(~ newspapers distributed throughout the 

t'iember State c.:: 'Hidely di.str·ibuted therein or by other cqu:i:Jalent means 

approved by the competent ~u.thorities. 
I',. 

7. Derogations 

In two specific cases, it was considered expedient to allow th~ competent 

authorities to. derogate from the rules. 'Ihe pu::pose of the derc:gations is 

to take account of the interests of the parties concerned. Article 7 thus 

makes it possible for Member States to exempt ,,cquisi tions o;- cb sposals of 

major holdings made by market makers in the pE:ri orrn."lncE, ()7- the;.r a.=ti.vi ty 

from the notification requirement. Simi1J.rly, ·"'I:ti cJ E: 9 orcvides thJ.t the 

disclosure of information which would be agalnst t!1e public interest or 

would seriously harm either persons acquiring or disposing of holdings or 

the company in which the holding is being acquirecl., may be waived by the 

competent authorities. 
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Proposal for a Council Directive on information to be published when major holdings in the 
capital of a listed company are acquired or disposed of 

COM(85) 791 final 

(85/C 351/12) 

THE COUNCIL OF THE EUROPEAN COMMUNITIES, 

Having regard to the Treaty establishing the European 
Economic Community, and in particular Article 54 (3) (g) 
thereof, 

Having regard to the proposal from the Commission, 

Having regard to the opinion of the European Parliament, 

Having regard to the opinion of the Economic and Social 
Committee, 

Whereas a policy in the securities field aimed at keeping 
investors properly informed is likely to enhance investor 
protection, to increase investor confidence in securities 
markets and rhus to ensure that securities markets function 
correctly; 

Whereas coordination of that policy at Community level, 
by making such protection more equal, is likely to make for 
greater interpenetration of Member States' securities. 
markets and therefore help to establish a true European 
capital market; 

Whereas to that end investors should
1
.be informed of 

changes in major holdings in the capital of Community 
companies whose shares are officially listed on a stock 
exchange situated or operating within the Community; 

Whereas it is to achieve that objective that Schedule C, 
point 5 (c) of Council Directive 79/279/EEC of 
5 March 1979 coordinating the conditions for the admis­
sion of securities to official stock exchange listing (1) 
stipulates that a company whose shares are officially listed 
on a Community stock exchange must inform the public of 
any changes in the structure (shareholders and breakdown 
of holdings) of the major holdings in its capital as 
compared with information previously published on that 
subject as soon as such changes come to its notice; 

Whereas if that requirement is to be applied in an effective 
manner coordinated rules should be laid down concerning 
its detailed content and the procedure for its application; 

Whereas companies whose shares are officially listed on a 
Community stock exchange can inform the public of 
changes in the structure of the major holdings in their 
capital only if they have been informed of such changes; 

(I) OJ No L 66, 16. 3. 1979, p. 21. 

Whereas most Member States do not require investors to 
inform companies of acquisitions or disposals made by 
them of. major holdings in the capital of such companies; 
whereas there are appreciable differences between the 
Member States in which there is such a requirement; 

Whereas coordinated rules should therefore be adopted at 
Community level in this field, 

HAS ADOPTED THIS DIRECTIVE: 

Article 1 

1. This Directive shall apply to persons who acquire or 
dispose of major holdings, as defined in Article 3, in the 
subscribed capital of a company which is incorporated in a 
Member State and whose shares are officially listed on a 
stock exchange situated or operating within a Member. 
Stare. 

2. Where the acquisition or disposal of major holdings is 
carried out by means of certificates representing shares, this 
Directive shall apply to the bearers of those certificates, and 
not to the issuer. 

Article 2 

Member States may subject the persons and companies 
respectively referred to in Articles 1 and 8 to stricter 
requirements than those provided for by this Directive, or 
to additional requirements, provided that they are 
generally applicable. 

Article 3 

Where a person acquires or disposes of shares in a company 
as referred to in Article 1 and where, following that 
acquisition or disposal, the percentage of subscribed capital 
held by that person in that company reaches or exceeds the 
thresholds of 10%, 20 %, 33.33 %, 50%, 66.66% or 
90 % of the subscribed capital or goes below those 
thresholds, he shall notify the company within seven 
calendar days of the percentage of sub~cribed capital he 
holds following that acquisition or disposal. 

Article 4 

1. In order to assess whether a person acqumng or 
disposing of holdings is required to make the declaration 
provided for in Article 3, account shall be taken of shares 
held by other persons in their own name but on behalf of 
the person acquiring or disposing of the holdings. 

2. Where the person acquiring or disposing of holdings 
is an undertaking, shares held by a subsidiary or shares held 
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by other persons in their own name bur on behalf of a 
subsidiary shall also be deemed to belong to the person 
acquiring or disposing of the holdings. 

Article 5 

1. For the purpose of this Directive, 'subsidiary' means 
any undertaking in which another undertaking: 

(a) has a majority of the shareholders' or members' voting 
rights; or 

(b) has the right to appoint or remove a majority of the 
members of the administrative, management or 
supervisory body and is at the same time a shareholder 
or member; or 

(c) is a shareholder or member and controls alone a 
majority of the shareholders' or members' voting rights 
pursuant to an agreement entered into with other 
shareholders or members of the undertaking (sub­
sidiary). 

2. For the purposes of paragraph 1, the parent 
undertaking's rights as regards voting, appointment and 
removal shall have added to them the rights of any other 
subsidiary and those of persons acting in their own nam·e 
but on behalf of the parent undertaking or any other 
subsidiary. 

Article 6 

1. For the purposes of Article 3, where persons act in 
concert, the holdings of each one of such persons shall be 
added together. In this case, the oblig:J.tion to make the 
declaration provided for in Article 3 shall fall upon each 
one of them. This declaration shall indicate the percentage 
of subscribed capital held by the person making the 
declaration and the percentages of such capital held by the 
persons with whom he is acting in concert. 

2. 'Persons acting in concert' means persons who have. 
concluded an agreement which may lead to their adopting a 

·common policy in respect of a company. 

Article 7 

Member States may exempt acquisitions or disposals of 
major holdings made by a market maker in the pursuit of 
his activity from the declaration provided for in Article 3. 

Article 8 

1. A company which has received the declaration 
· referred to in Article 3 shall in turn notify it to the public in 

each of the Member States in which irs shares are officially 
listed on a stock exchange not later than seven calender 
days following receipt of that information 

2. Should the percentage of subscribed capital held by 
the person making the declaration provided for in Article 3 
differ from the percentage of voting rights actually held by 
.that .person, the company which has received the declar­
ation shall notify the public of both percentages. 

3. The information shall be made available to the public 
in accordance with the rules of Article 17 of Directive 79/ 
279/EEC. 

Article 9 

The competent authorities referred to in Article 10 may 
exempt the persons and companies respectively referred to 
in Articles 1 and 8 from the requirement to notify, as 
defined in Articles 3 and 8 respectively, where those 
authorities consider that the disclosure of such information 
;:.,ould be against the public interest or would seriously 
harm those persons or companies, provided that the 
absence of such notification would not mislead the public 
in its assessment of the shares concerned. 

Article 10 

1. Member States shall designate the competent au­
thority or authorities and shall inform the Commission 
accordingly, specifying any division of duties between 
those authorities. They shall, moreover, ensure that this 
Directive is applied. 

2. Member States shall ensure that the competent 
authorities have such powers as may be necessary for the 
exercise of their duties. 

3. The competent authorities in the Member States shall 
cooperate wherever necessary for the purpose of carrying 
out their duties and shall exchange any information 
required for that purpose. 

Article 11 

The Contact Committee set up by Article 20 of Directive 
79/279/EEC shall also have as its function: 

(a) to permit regular consultations on any practical 
problems which arise from the application of this 
Directive and on which exchanges of view are deemed 
useful; 

(b) to facilitate consultations between Member States on 
the stricter or additional requirements which they may 
lay down in accordance with Article 2, so that the 
requirements imposed in all rhc Member States may 
finally be brought into line, in accordance with 
Article 54 (3) (g) of the Treaty; 

(c) to advise the Commission, if necessary, on any 
additions or amendments to be made to this Directive. 

Article 12 

1. Member States shall take the measures necessary to 
comply with this Directive not later than 1 January 1991. 
They shall forthwith inform the Commission thereof. 

.. 

.. 
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2. Member States shall communicate to the Commis· 
sion the provisi~ns of national law which they adopt in the 
field governed hy this Directive. 

Article 13 

This Directive is addressed to the Member States. 

Amended proposal for a Council Regulation (EEC) on a Community aid scheme or non-
documentary cinema and television co-productions (1) 

COM(85) 800 final 

(85/C 351113) 

THE COUNCIL OF THE EUROPEAN COMlviUNITIES, 

Having regard to the Treaty establishing the European 
Economic Community, and in particular Article 235 
thereof, 

Having regard to the proposal from the Commission, 

Having regard to the opinion of the European Parliament, 

Having regard to the opinion of the Economic and Social 
Committee, 

\l(lhereas economic, social and cultural considerations 
require that the Community should have a healthy audio­
visual industry; 

\'i?hereas demand from rhe audio-visual media for non­
documentary programmes is already on the increase and is 
likely to increase even further; whereas the opportunities 
created by the expansion of the audio-visual media can best 
be exploited by promoting and developing the European 
programme industry to make it stronger and more 
competitive; 

Whereas a first step in this process would be to increase 
number of mass-audience cinema and television 
productions involving nationals of more than one Me 
State, including Member States whose audio-visual 
is comparatively small; 

\i;lhereas the financing of international co-produ ions is a 
high-risk undertaking which may be beyond the apacity of 
the partners involved; 

\X'hereas since co-productions are an effecriv. 
more positive trend, those meeting various pecific criteria 
should be given Community aid to sup emenr national 
contributions; 

Whereas such aid is necessary to 

. Community objectives in the context 
common market; whereas the Treat 
necessary powers; 

a rain a number of 
the operation of the 

has not provided the 

Whereas Community aid should n t be such as to affect its 
compatibility with the EEC Tre, )' rules on competition, 
the free movement of worker or freedom to provide 
services, 

(I) OJ No C 125, 22. 5. 1985. p. 13. 

HAS ADOPTED THIS R 

A Community aids stem for non-documentary cinema and 
television co-pro ctions is hereby established. 

Aid shall be dir ted to the promotion and development of 
the European clio-visual programme industry to enable it 
to meet the rowing demand for high-quality material 
attractive t a mass audience. 

One of th objectives of the aid scheme shall be to foster co­
product· ns involving partners from Community countries 
whose utput of cinema and/or television productions is 
small n comparison to that of other Community countries 
bee se of the structural weaknesses of their audio-visual 

1stry and/or the limited area in which their language is 
ken. 

Article 2 

The following shall be eligible for aid: 

natural or legal persons subject to the public or private 
law of a Member State of the Community and engaged 
in the production of cinema films and/or television 
programmes, 

cinema or television directors who are nationals of a 
Member State of the Community. 

Article 3 

I. Co-productions involving at least three partners from 
three different Member States of the Community shall 
qualify for aid. 

As an exception, aid may also be granted to co-productions 
im·o!ving only two partners from two countries of the 
Community, provided that the language of the countries in 
question is not the saiTie. 

2. A co-production shall not qualify for aid unless 
arrangements for its production comply with the Treaty 
rules on competition. 

3. The co-production partners shall designate one of 
their number to assume responsibility for administration of 
the aid and its repayment in accordance with the provisions 
of Article 6 and 7. 

The Community, represented by the Commission, shall 
conclude with the person so designated a contract jointly 
and several binding all the co-production partners, 
hereinafter referred to as 'contract beneficiaries'. 
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