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- EXPLANATORY MEMORANDUM

GENERAL CONS IDERAT IONS

Introduct ion

<1t has become widely accepted in the securities industry that the

existing disclosure requirements to enter: the Community offlclal;stock

" exchanges ﬁgve become in certain cases excessive because part or'élt of

the information essentlil for the correct evaluation of the
correépohdlng securities is already widely ava\lable. in other;wdrds,
part or ail of the information needed by investors for the:- correct
{gsessment of the assets and liablilities, financial position, prqflt

““and losses and prospects of certain Issuers is already in the market

and therefore Its mandatory re-dissemination requesté@ffpﬁ reasons of
investor protection by Directive 80/380/EEC, when officjal Iiétjng is
sought, is no longer justifiabie. '

As discussed beiow, that is the case of certain categories of companies
which are already listed in one (or more) Member States for a number of
years and want to be listed in other Member States. That is thé case
also of certain issuers in regulated junior markets wishing to‘enter
the official market in the same Member State.

This proposal for a Directive consists basically in an extension of the
scope of Article 6 of Directive 80/390/EEC. This article aiready
includes a number of Instances where the publication of listing

-particutars may be partially or fully waived by the éomﬁétent

authorities in each Member State, based on the merits of each caéé,



3.

-2 -

The proposed Community legisiation is necessary not only because that
represents the continuation of the pollcy of ellmfnatlng those
regulatory obstacles which could prudently be removed, but also because
it represents a real added value, measured Iin terms of hlgher
efficiency in the operation of Community securities ﬁarkets, resultlng
from the adaptation of existing Community legisiation to new market
needs and realities. It also responds, as discussed below, to the
needs of the corresponding economic operators.

The proposal by providing sufficient new ground for exclusive
responsibility of the competent authorities in each Member State, while
still maintaining an adequate level of regulation at Community f{evel,
represents, for the time being, the most appropriate answer to the .new
needs in the field of securities |isting. 4

This is the fourth occasion on which the Listing Particulars Directive
has been amended. The most important modifications were introduced in
the past via the approval of a Directive (87/345/EEC) providing for
mutual recognition of listing particulars when admission is sought
simultaneousiy in two or more Member States and via the approvdl qf a
Directive (90/211/EEC) recognizing public-offer prospectuses as listlng
particulars when admission to official listing Is requested withlh a
short period of the public offer.

compani looking for cr —border |

4.

Many companies (mostly large ones) operating in the EC  have
traditionally considered appropriate to be listed in several markets,
in or out of the Community, in order to, among other things, expand

. their sources of financing and liquidity.

As the single market develops, those companies (and others)
increasingly organize their business operations on a transnational
basis. This trend can only be expected to increase with- cioser

economic integration.
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This rapidly expanding presence in the markets for product and servlcQé
of other Member States very often encourages to the.relevant comp?niés
to consider the opportunity of being tisted, If they are not already,
in the official securities markets of the corrésponqlné Member States
in order to become more visible to the local public and authorities and
at the same time continue expanding their sources of financing and
liquidity. '

5. The Directive on admission to official stock exchanges (79/279/EEC)
does not allow for mutual recognition of listings. As a resuit, muiti-
listing in the EC and the corresponding complliance with. the ongojhé
obligations contained in that Directive are considered by most issuérs
to be a cumbersome and expensive procedure. To try to soive this
problem without modifying the wexisting -regutatory framework the
Federation of' Stock Exchanges in the EC s promoting the EUROLIST
project(1), '

6. Whereas in effect.the EUROLIST project, as conceived today, does not
require any modification of the existing Community legistation, the
Federation of Stock Exchanges In the EC suggested to the Commission fo
study the feasibility, in order to enhance the appeal of the project,
of simplifying the requirements for cross-border listing of, at Iea§t,
the type of companies which are potential candidates for EUROLIST.. B

(1) EUROLIST is a project promoted by the Federation of Stock Exchanges in
the EC which aims at provldlng deeper and more liquid markets for those
EC companies of large size, high-quality and internationail standing by
listing their shares simultaneousiy in at least six EC Member States. -
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In parifcular the Federation was: concerned about the effects of the
requirement, in the absence of a new issue, of having to publish the
full listing particulars mandatorily requested by Directive 80/390/EEC.
Given that the companies they are aiming at are in general fairly well
known in. other Member States a full Ilisting prospectus wouid ‘be no
longer needed for investor protection. These companies would in fact
find themselves, from the disclosure point of view, in a situation
which, to a certain extend, resembles that of a company looking for
listing Iin a given country having several official stock exchanges. In
addition, the cost associated with the publication of Ilisting
'part{éulars is perhaps the most Iimportant deterrent for those companies
seek ing cross-border listing.

After © analysing the question and consulting Member States, thq
Commission concluded that such an approach was justified on the basis
that there are strong grounds for viewing this suggestion with favour
because :

a) these are companies generally well known not only inside but
aiso outside the Member State(s) where they are listed;

b) . they would be selected only if, among other things, they were in
full conformity with their obligations to provide information tq
investors in the Member State(s) where they are |listed;

c) such information is already widely reported and available;

d) investors from any Member State, because of the existing freedq@
of capital movements (Directive 88/361/EEC) aiready can and dq
buy the securities of these companies, usually in the main
market of the securities; '

e) the lengthy procedures and the costs associated with the

pubiication of listing particulars would be saved;

B,
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f) the securities of those companies .might be cross-|isted at any
time without waiting, for instance, to make a new issue.

As a result of all thqse‘cohslderatlons. and after consulting the High
Level Securities SupervlSorsaCbmmittee.3thé Commission considers it
senslble tdllntroduce-a proposal to take<caré of .the concerns expressed
by the securities industry. It consists basically in an extension of
the scope of Article 6 of Dlrectlve-solasolEEc through'the introduction
of the new point 4. ' :

The main effect of point 4 of Article 1 of the proposal would be that
securities of those companies (not only .those to be .included Iin

. EUROLIST) of high .quality, large size and international standing,
‘listed in the Community for at least three years and showing ‘a good

record of compliance with EC listing Directives, would be able;tq be
listed in other Member States without publishing a new Iisting
prospectus. In its place a simplified set of documents wouid bé made
available to Investors in the host Membsr Stdtes..

Whereas, as explained above, both the EUROLIST project and the proposal
aim at'slmplifylng the cross-border |isting procedures in the Community
of those companies which are most likely to be interested in cross-
border listing, I.e. companies of high quality, large size and
international standing aiready listed In the -Community, it must be kept
in mind that EUROLIST and the proposal -are different tﬁjﬁgs,
independent of each other and not conceived és alternatives. o
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Whereas EUROLIST would be an . active on-going joint venture of the EC .

exchanges, the proposal would represent for the relevant companies (not
only those to be inciuded in EUROLIST) Just a single facilitating event

- In case of cross-border listing. |In addition, whereas EUROLIST refers
‘to multi-tisting of shares in a minimum number of Member States, the

proposal would be useful also when the cross-border listing is sought

.for .any kind of security on just one or several additional exchanges.

Finally, whereas EUROLIST is a project promoted by the Federation of
Stock Exchanges in the EC, the proposal will be a piece of Community
legisiation.

On the other hand, it must aiso be borne in mind that in splte;of the
above-mentioned differences, EUROLIST and the proposal are related in

. the sense that the proposal would facilitate, among other things, the

implementation of the EUROLIST project.

During the discussions in the working group of national ekperts
convened by the Commission to receive technical opinions, considerabie
time and effort was devoted to solve the practical problem of how to
select the companies which would benefit from the prbposai.. In
particular, it was examined whether a set of quantitative (e.g. gurfant
market capitalization, annual equity turnover) and qualltatlve_(e.g.

- broad dissemination of capital on the company’'s domestic market,
.component. of a major domestic index, good record of dividend payments

or profits) criteria shoulid be included in the text.

Finally, the solution retained by the Commission (recital n’ 11):was
not to include any criterion in the text and leave the Member States
the possibility of inserting in their national legislation a minimum
figure for market capitalization, if so desired. The main argument_for
this solution was that the sizes of the existing companies lﬁ each
member State differ so much that a common threshold would. most ifkély.
be much lower than desirable and therefore, in practice, would n6f play
any useful roile.

v o o
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A minimum amount of equity turnover was nhot considered necessary
because the requirement of having enough liquidity is already implicit
in péint 4 schedule A of Directive 79/279/EEC. In this context it Is
important to remember that the setting up of quanti;atlve selective
criteria is not incompatible with EC competition or-anti-discrimination -
rules in so far as the rules to select companies are appiled on an
object(ve and non-discriminatory basis. '

Qualitatlve‘crlterla were not retalned because such criteria would be
difficult to apply and therefore would create more problems than they
would soive.

Companies in Junior markets

12. At present, when companies in regulated second-tier or parallel marketé
want to move up to the official market in the same Member State they
are requested, because of Directive 80/390/EEC, to publish a listing
prospectus.

The Federation of Stock Exchanges in the EC considers that -such
requirement does not produce in certain cases any additional protection
to investors and therefore is unnecessary. That would be the casb7in
particular when companies In such markets. are imposed disclosﬁfe
requirements equivalent in substance to that imposed to offlcialLy
listed companies. -

After analysing the question, and consuiting the High Level Securities
-Supervisors Committee, the Commission considers that indeed in the
circumstances indicated by the Federation the requirement to publlsh”a
listing prospectus is no longer justifiable. As a result the proposal
includes a new point 5 which would be added to Articlie 6 of Directlive
80/390/EEC in order to extend its scope further. This. point would
allow competent authéritles to waive, in the relevant cases, the above-
ment ioned requirement. It is Iimportant to bear Iin mind that thlé»is
exclusively a domestic provision, and therefore is totally unrelated:té
cross-border listing. o
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1. COMMENTS ON THE INDIVIDUAL ARTICLES

Point 4(a) of Article 6

13.

14,

This point implicitly identifies the country of origin 6f the relevant
companies. As it stands, It refers to securities of companies from the
EC, EFTA and third countries which are Iisted in a Member State in the
Community. It must be borne in mind that once the agreement signed on
2.May 1992 between the EC and EFTA is ratified, the word "Community"®
would automatically mean any country of 'the EEA. This agreement
inciudes Directive 80/390/EEC as part of the "acquis communautaire",

Some Member States have expressed interest in subjecting the inclusion
of companies from third countries to an agreement on reclprocity.vénd
others wouid like to include a clause simitar to that in point 24a(§)
of Directive 87/345/EEC (Mutual Recognition of Listing Particulars) in
order to have the possibility of restricting the amendment to companies
haVIng their registered office in the Community. The Commission
considers that such restrictions by rendering Community stock exchangés
less attractive to many international companies would be unnecessarily
detrimental for the future development of Community securities markets.
In any event, baecause the use of the new possibilities under Article 6
of 80/390/EEC remain optional, Member States wiill be free, iIf they so
choose, to exclude third countr} firms from the benefits of the héﬁ
procedure. .

Point 4(b) of Article 6

15.

This point requires that the securities or the shares be officially
listed for at least three years. This seems to be a reasonable period
because it is the one already requested in, for Instance, point 3
schedule A of Directive 79/279/EEC (Admission to Stock Exchanges) ahd
in point 5.1.0 schedule A of Directive 80/390/EEC. o
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The reference to “"certificates representing such shares" is made to
take account of the situation in the Netheriands where such
certificates, instead of the shares themselves, are listed in the
official stock exchange. o ‘

Point 4(¢c) of Article 6

16.

17.

This point requires a good ‘record of compliance with the l{isting
Directives. It is similar to Article 11 of Directive 79/279/EEC. The
only important difference is that whereas in the latter it is mereiy a
possibility open to the competent authorities, in the proposal such
condition is made mandatory. '

This clause would require, in practice, a sort of "comfort letter® to
be signed by the home country authorities. 1t is interesting to
remember that this type of requirement Iis not new. It s, for
instance, explicitly included in Article 46 of the UCITS Directive
(85/611/EEC). This requires that when a UCITS wants to commercialize
its units in another Member State it has to provide In advanca “an
attestation by the (home pduntry) competent authorities to the effé@t
that it fulfils the conditions imposed by this Directive”. Another
example is that in Article 24a.3 of Directive 87/345/EEC (Mﬁtuél
Recognition of Listing Particulars) which explicitly requires. . the
competent authorities of one Member State to provide the host

authorities with a “certificate of approval" of the listing

- particulars.

Point 4(d) of Article 6

18.

This point describes the set of documents which would be distrlbutedftp
the investors in the host Member States in lieu of the Ilisting
prospectus. All such documents can easily and relatively cheapiy be
supplied by the issuer. The amount of information requested under this
point is necessarily short because otherwise another listing prospéctus
would be created. |
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The obligation in the first paragraph to make available to the public

In certain places copies of the documents in 4(d) .is very similar to

the one in Article 20.1, second indent, of Directive 80/390/EEC.

First indeht of 4(d)(i) has been taken from the annexes of Directive
80/390/EEC. In the case of shares the text is a reduced combination of
points 2.4.0 and 2.2.2 of schedule A. In the case of certificates
representing shares the text comes from points 2.1.0 (partially) and
2.1.2 of schedule C. |In case of debt instruments the text has been
taken directly from points 2.1.0 and 2.1.1. of schedule B.

Second indent of 4(d)(i) is broadiy equivalent to Article 23 of
Directive 80/390/EEC.

Third indent of 4(d)(i) is a reduced vaersion of Article 24a.1 “In fine"

.of Directive 87/345/EEC or Article 2 "Iin fine"” of Directive 90/211/EEC.

Fourth indent of 4(d)(1) is needed to have some person responsibie. for
the information provided in 4(d)(i).

The inclusion in paragraph 4(d)(ii) of the annual report and the annual
accounts (in addition to a possibie hailf-yearly report) puts the

company in the same situation as the other companies already having

shares . listed in the host country.

The text in brackets in 4(d)(ii) Is equivalent to that in Articles 8.4
and 9.3, and in point 5.1.1. of scheduies A and B of Directive
80/390/EEC.
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Paragraph 4(d)(lii) would not be of application in most cases.because

the amendment Iis conceived precisely for those companies which have

. heither made new issues in.the recent past.nor consider doing so in-the
_hear future.: This is.so because .if a public offer prospectus -has been
~published within the . three. months preceding. the application for

admission in another Member State, the -issuer, by applying ‘the mutual
recognition rule inserted in Article -2 of -Directive 90/211/EEC, is
automatically fully exempted from the obligation to publish new listing
particulars. o

Point 4(e) of Article 6

23.

This point is very simitar to Article 20.2 of Directive 80/390/EEC; 1t
also resembles Article 17.1 of Directive 79/279/EEC. :The terms “all
the infbrmation“ (Instéad of "all the documents") and "other equﬁvalent
means“ are included in order to aillow the use of modern information
technoiogy such as computerized access to information. The
Justification for having .this point is that it does not make sense to
be more lenient than for the ongoing obligations of already officlally
iisted companies.

Point 4(f>) of Article 6

24.

This point stipulates the pieces of information which have to b9 sent
to the competent authorities before being released to the publlé,;rThe
reference to all notices, posters, etc. related to the admlssloﬁ to a
stock exchange is simitar to the existing requirement in Artlcle.22 of
Directive 80/390/EEC.

The idea of leaving to competent authorities to decide over the degree
of scrutiny of each document is Justified on the grounds that each of
those documents |Is 6f very different nature and importance and
therefore each one of them may deserve a different degree of revlston.
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Point 5 of Article 6

25. The main Justification for having a "warm-up" period:for the companies

in junior markets is to prevent those companies using the amendment as

a short-cut to enter the official market and even three years later, to

become cross-border listed without having published any formail lfstlng
prospectus in the whole process.

The two-year “warm-up" period Is a compromise solution between those
countries requesting three years and those requesting one year.

Articl

26. The proposed text iIs in line with current jurisprudence in this areé.

Articles 2-

27. These articles contain the final provisions.
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Proposal for a
- COUNCIL DIRECTIVE

Amending Directive 80/390/EEC coordihatlng the requirements for the drawing up,
scrutiny and distribution of the listing particulars to be published for the
admission of securities to officlal stock exchange listing, with regard to the
oblligation to publish listing particulars

(92/.../EEC)

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Economic Community, and
in particular Article 54 thereof, :

Having regard to the proposal of the Commission, (1)
In_cooperation with the European Pariiament,(2)
Having regard to the opinion of the Economic and Social Committee,(3)

Whereas one of the main goals of the directives in the field of securities
listing is to provide for the conditions allowing greater Interpenetratioﬁ of
securities markets in the Community, by removing those obstacles that could
prudently be removed;

{

Whereas cross-border listing inside the Community Is one of the available means
to make such interpenetration a reality;

Whereas an important deterrent to seeking iisting in other Member States is the
lengthy procedures, as well as the costs associated with the publication of
listing particulars required by Directive 80/390/EEC(4);

Whereas Directive 87/345/EEC{5), by providing mutual recognition of listing
particulars when admission is sought simuitaneously in two or more Member
States, was an important step to simplify cross~border |isting procedures;

(1)
(2)
(3)
(4)° 0Jn° L 100, 17.4.1980, p. 1
(5) 0Jn" L 185, 22.6.1987, p. 81
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Whereas Directive 90/211/EEC(1), by recognizing a public-offer prospectus as
Ii;ting particulars when admission to official listing is requested within a
short period of the public offer, was another important step in the same
direction;

Whereas'all new measures simplifying even further cross-border procedures may
accelerate the inter-penetration of securities markets in the Community;

Whereas Article 6 of Directive 80/390/EEC already defines a number of instances
where competent authorities, couid provide for partial or complete exemption
from the obiigation to publish listing particulars;

Whereas such partial or complete exemptions, which reiate mainly to cases where
securities of the same class are already listed in an official exchange of the
same country and therefore have no application for most of cross-border cases,
are provided on the assumption that investors iIn that country are already
partially or fully protected because up-to-date, reliable information, partial
or - full, about the corresponding companies is already widely reported and
available; -

Whereas companies, which have already been listed in the Community for some
time and are of high quality and international standing, are the most likely
candidates to look for cross-border listing;

Whereas those companies are generally well known in most Member States; whereas
information about them is widely reported and available;

Whereas, therefore, following the principle undertying Article 6 of Directive ‘
80/390/EEC, when one of these companies seeks to have its securities listed In
a host Member State, investors of that country may be sufficiently protected by
receiving a simplified amount of information instead of the fulil listing
prospectus; '

Whereas Member States may find it useful to set an objective minimum
quantitative threshold, such as the current equity market capitalization, which
issuers must meet in order to become eligible to benefit from Article 6 of
-Directive 80/390/EEC;

Whereas, however, given the increasing integration of securitles markets, .it
should equally be open to the competent authorities to give similar treatment
to smaliler companies; '

Whereas, furthermore, many Stock Exchanges have second and third tier markets
in order to trade shares of those companies not admitted to the official
market;

(1) oJ n” L 112, 23.4.1990, p. 24



—_— A5 -

wWhereas in some cases the second tier markets are regulated and supervised by
authorities recognized by public bodies that impose on companies disclosure
requirements equivalent In substance to those imposed on officially listed
. companies and, therefore, the principle underiying Article 6 of Directive
'80/390/EEC could also be applied when such companies seek to have their
securities officially |isted;

Whereas the envisaged measures represent a real added value measured in terms
of higher efficiency in the operation of Community securities markets,
resulting from the adaptation of existing Community legisiation to new markets
-needs and realities. Whereas those measures by providing sufficient new ground
for exclusive responsibility of the competent authorities in each Member State,
'whlle still maintalnlng an adequate level of regulation at Community. lavel,
also represent, for the time being, the most appropriate answer to -the new
" needs in the field of securities listing;

Whereas Directive 79/279/EeC{1) coordinates the conditions for admission to
official stock exchange tisting; whereas this regime is not modified by the
partial or complete exemption from the obiigation to publish -listing
particulars envisaged by the present Directive;
'HAS ADOPTED THIS DIRECTIVE:

rticl
Directive 80/390/EEC is hereby amended as follows:

1. In Articie 6, the following points 4 and § are added:

"4, where

(a) the securities for which admission to official listing is applied for
are already admitted to official listing on a stock exchange in

another Member State, and

(b) those securities or the shares of the issuer .or certificates
representing such shares have been officially listed in that other
Member State for not less than three years prior to the application
for admission to official listing; and-

(c) during that period the issuer has complied with the requirements to
publish information as well as other requirements imposedv by
Community listing directives to companies, whose securities are
officially listed; and

(1) o0Jn' L 66, 5.3.1979, p. 21



—Aé&—

e

(d) the following are made available to the publlc. free of-chargé on
demand, within a reasonable period of time (to be iaid down In
national legislation or by the competent authorities) before the date

on which official listing becomes effective, at the office of the
stock exchange and at the office -of the paying agents in the Méember
State where admission to official listing is sought

(1) a document containing the following information:

- a statement that application has been made for the listing of
the securities. In the case of shares, the statement shall
also specify the number and ctass of the shares in question,
and ‘the rights attaching thereto. In the case of
certificates representing shares the statement shall also
specify the rights attaching to the original securities and
information about the possibility of obtaining the conversion
of the certificates into original securities and the
procedure for such conversion. In the case of debt
securities " the statement shall also specify the nominal
amount of the loan (if this amount Is not fixed, a statement
to this effect shall be made), the nature, number and
numbering of the debt securities and the denominations;
except Iin the case of continuous issues, the Iissue and
redemption prices .and the nominal Iinterest rate (if several
interest rates are provided for, an Iindication of thg
conditions for changes in the rate); o

- details of ‘any significant change or deveiopment which has
occurred since the date to which the documents referred to in
(ii) and (iii) relate;

- information specific to the market in the country in which
admission Is sought concerning in particuiar the income tax
system and the paying agents for the Issuer; and

- a declaration by the persons responsible for the information
given Iin accordance with the preceding indents that such
information is in accordance with the facts and contains no
omissions likely to affect the import of the document; and
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(i) the latest annual report, the Ilatest audited annual accounts
(where the issuer prepares both own and consolidated annuai
accounts both sets of accounts will be furnished. However,
competent authorities may allow the issuer to furnish either the
own or the consolidated accounts, on condition that the accounts
which are not furnished do not provide any significant additional
information), and the latest haif-yearly statement of the issuer
for the year In question where it has been already published; and

(it1) any listing particulars, prospectus or equivalent document

pubiished by the issuer in the twelve months before the
application for admission to official listing; and

(e) either all the Iinformation in 4(d) or a notice stating where such
Information may be obtained by the public has been Inserted .In a
publication designated by the competent authorities or Iis avallable by
other equivalent means approved by the competent authorities; and.

(f) the complete set of documents in 4(d), the notice referred to .in 4(e)
where appropriate, and any other notice, bill, poster or document
announcing the admission of the issuer’s securities to the official
Stock Exchange have been sent to the competent authorities and have been
subject by them elither to an informal scrutiny or to a formal approval,
as deemed more appropriate by the competent authorities, before being
made available to the public.

5. where, companies whose shares have been previously traded for at least
the last two years on a second tier market, which is regulated and
supervised by authorities recognised by public bodies, seek to have their
securities officially listed in the same Member State, and in the opinion
of the competent authorities information equivalent in substance to that
required by this Directive is availablie to investors before the date on
which official listing becomes effective."

2. The following Article 6a is inserted:
"Article 6a

The information referred to in 4(d) and 4(e) of Article 6, as well as any

other notice, blli, poster or document announcing the admission of the

issuer‘s securities to the official stock exchange shall be publlshed in

a language which investors in the host Member State can. easily
~understand."



Article 2

1. Member States shall bring into force the measures necessary to comply with
this Directive at the latest by 1 January 1994. They shall immediately
inform the Commission thereof.

2. When Member States adopt such measufes. they shall contain a reference ?o
this Directive or be accompanied by such reference on the occasion of their
official publication. The methods of making such a reference shali be lald
down by the Member States.

3. The Member States shall communicate to the Commission the texts of the main

laws, regulations and administrative provisions which they adopt In the
field covered by this Directive.

Article 3

" This Directive is addressed to the Member States.

Done in Brusseis, ........

For. the Council,
The President
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IMPACT ASSESSMENT FORM

THE IMPACT OF THE PROPQSAL ON BUSINESS
with special reference to small and medium-sized enterprises (SMES)

Title of proposa] : Proposal for -a Council Directive amending Directive
80/390/EEC in order to extend the scope for the partial
or complete exemption from the obligation to publish
listing particulars.

Document reference number (répertoire) : COM(92)

1. Taking account of the principle of subsidiarity, why is Community
legislation necessary in this area and what are Its main aims?

The main_aims of the directive are as follows :

1. to simplify the cross-border listing requirements of the securities
of those companies of high quality, large size and international
standing, listed in the Community for at teast three years and
showing a good record of compliance with EC listing directives;

2. to facilitate the official listing of those companies in junior
markets when such companies are imposed discliosure requireménis
equivalent in substance to that imposed to officiaily |isted
companies; the junior- and the official markets being in the same
Member State.
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Community legislation in this area is necessary not only because that
represents the continuation of the policy of eliminating those
regulatory obstacles which could prudently be removed, but also because
it represents a real added value, measured in terms of higher efficliency
in the operation of Community securities markets, reéulting from the
adaptation of existing Community legislation to new market needs and
realities. '

In addition, the proposal would constitute a useful instrument to
accelerate a desirable higher interpsnetration of Community securities
markets. In this context, it is interesting to remember that whereas
the Community listing Directives have already been in place for 10 or 13
years, little use has been made of them for cross-border listing. The
proposal couid also help to change this situation.

Finally, the proposal extends the scope of Article 6 of Directive
80/390/EEC. This article is not mandatory and therefore it is up to the
competent authorities of each Member State to exercise judgement, by
using a flexible approach, to provide for partial or complete exemption
from the obligation to publish listing particuiars. In this way, the
proposal by providing new ground for exclusive responsibility of the
competent authorities in each member State, while still maintaining a
sufficient level of regulation at Community level, represents a clear
example of balanced interpretation of the principle of subsidiarity.

Th busin
2. Who will be affected by the proposai?
- which sectors of business
The measure would be able to affect positiveiy lissuers from evefy
sector of the economy. In addition, official stock exchanges would
be directly concerned, also positively, by the proposal. Finally,

intermediaries usually in charge of setting up the listing prospectus
might also be affected, in this case negatively.
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- which sizes of business (what is the cohcentratlon of small and
medium-sized firms).

In relation to the pfovtsions related to.cross-border listings mainty
companies of high quality, large size and international standing
would benefit from the proposal. In relation to the provision to
facillitate the passage from Junior markets to the official market
also small and medium-sized firms may be affected. Finally, in
relation to official stock exchanges, even though all of them would
be concerned, the largest ones (generally .located in the largest
Member States) would, most probabily, be affected more than the
others.

- are there particular geographical areas of the Community where these
businesses are found

Issuers of sufficiently large size able to benefit from the

_ simpilfled cross-border |isting procedure are found everywhere in the
Community. However, their concentration varies. They are obviously
more concentrated in the most deveioped Member States. In addition,
it is generally in the largest countries where the largest firms can
be found. In relation to the provision for companies in junior
markets, they would not be of'appllcation in Luxembourg .and Denﬁark
because these countries do not have such parallel markets.: fn

"relation fo official stock exchanges, they exist in every Membef
State but, as above mentioned, the ones located Iin the laréeéi
countries might enjoy a stronger impact.

3. What will business have to do to comply with the proposal?

Issuers will not need to take any direct action to comply with .the
proposal unless they want to become cross-border listed or to pass from
the junior to the official market. In the caée-of the official siaék
exchanges, in those countries where they also perform the rol@l.of
competent authorities for admission to listing (e.g. the UK) they would
have, first, to select the companies which could benefit partiallj ér
fully from the proposal when they receive requests for that and,



What economic effects is the proposal likely to have? |

- oh employment
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. :
second, they would have to check the documents to be given to the
investors in lieu of the listing prospectus. -

[

'

The intermediaries usually in charge of setting up the Ilisting
prospectus might see a reduction on the demand for such activity.
However, when considering the impact as a whole, the effect on
employment would be positive because the proposal would most ilkely
allow the relevant issuers to reach higher levels of actlvity as a
result of the reduction in thelr cost of financing which may ailow
extra investment. Also, it is very likely that the activity in the
official stock exchanges would increase as a result of the proposai.

- oh investment and the creation of new businesses

"As explained above, the reduction in the cost of financing will have

a positive effect on investment. On the other hand, the proposal
would not stimulate directly the creation of new business. However,

- the better economic performance mainly of large companies mlght

induce the development of smaller companies and the creation of new
businesses, which would cater for the increased input demand of the
larger ones. ’ 4

on the competitive position of business

The Ilower cost of financing by reduclng the final cost of the
corresponding prbducts and services and/or by providing extra fuﬁds
for investment In more efficient technologies wouid improve ‘fhe
competitive position of the corresponding companies. .
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S. Does the proposal contain measures to take account of the spoclfic

situation of the small and medium-sized firms (reduced or different
requirements, etc.)

in relation to cross—-border listing, competent,authorifies of the host
Member States may consider, on a case-by-case basis, that certain SMEs
are from the investor protection point of view in the same situation
than larger companles and .therefore they would benefit from the
propoéal;~ in 'relitlon to the provision for the companies in Junior
markets, It may affect SMEs because very often this kind of companles

remain in such parallel markets for a certain time before congidering
listing in the official market.

_ :

6.

List of organizations which have been consulted about the proposal and
outline their main view.

The Federation of Stock Exchanges in the EC.

The Federation fully supports the proposal because it reflects the
suggestions they made to the Commission In order to facllitate the
implementation of their EUROLIST project.
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