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Dear Sirs,

ESMA — Technical advice on_possible delegated acts concerning the Prospectus
Directive — Consultation Paper

RESPONSE

We welcome the opportunity to respond to this consultation. Our comments are limited to
aspects of Part 4. and Part 5.1l of the consultation papet.

PART 4. Format of the summary of the prospectus and detailed content and specific
form of the key information to be included in the summary (Article 5(5))

Q8: Do you agree with our modular approach?

We agree on the principle of a modular approach, which could combine the advantages of
comparability and flexibility since issuers will be able to construct their summary based on
the annexes addressed in the main body of the prospectus.

Q9: Do you agree with our approach of identifying the mandatory to be contained
within five sections?

We understand ESMA’s logic of identifying “Points” for each of the five sections but we feel
the proposed list of key information enters in too many details, which leads o two
inappropriate consequences: the summary would be too long and the approach would
introduce excessive rigidity.

We do not agree that all requirements of the annexes of the Prospectus Regulation is such
key information. Possible contents for the summary should be selected in order to avoid
overloading it, so that it remains a summary and doesn’t become a mini prospectus.

Between concision and completeness, we feel ESMA overweighs the objective of
completeness.



Q10: Do you agree that we have provided sufficient flexibility for issuers and their
advisers in drafting summaries ~ whilst ensuring that summaries are brief and provide
the reader with the necessary comparability between prospectuses?

For the reasons stated above, we do not consider that the proposed approach is flexible
enough, as it prescribes the contents and the order of the sections in a very detailed way.
The objective of comparability would be reached but it is not compatible with the objective to
limit the length of summaries. In our view, the summary should give investors a first
impression of the securities and help to quickly find out more to each topic by means of
reference to information in the rest of the prospectus.

Q11a: Do you agree that our approach adequately limits the length of summaries?

No, we do not agree that ESMA’s approach would limit the length of summary. The proposed
selection of items is too long and, on this basis, too many details may be requested by
National reguiators.

Although the summary is not limited to 2.500 words anymore, as the new recitals dealing
with the summary of the Amending Directive do not reflect recital (21) of the Prospectus
Directive, the guidance for key information should enable issuers to keep it short.

Q11b: What is “short” for a summary for: (i) an issuer; & (ii) an investor?

Q11c: Do you think that there should be a numeric limit on the length of summaries? If
so how might that be done?

As stated in the mandate, the summary should provide investors with key information. This
should mean short summaries of some pages {maximum 10) that give guidance to investors
as where to find more information on issues that are of crucial interest for them.

We consider a limit based on a percentage of the words or pages of the main body of the
prospectus as a good proposal as a fixed limit does not allow for flexibility.

Q12a: Do you agree with our proposed content and format for summaries?

We disagree with ESMA’s recommendation that a summary should be a fresh assessment of
the key information in the prospectus and that no cross-references should take place.
Summaries are part of the liability regime and once approved declarations on certain topics
in financial market communication must not be changed in wording. The main objective is to
be consistent and concise and carefully selected wordings should be kept, including for risks.

Part 5.1l Proportionate disclosure regime regarding SMEs and issuers with reduced
market capitalisation

We support the view that the proportionate regime should strike a balance between
investors’ protection and administrative burden for companies.

We are very concerned by the facts that the requirements and costs of being listed do act as
a disincentive for companies when compared to private placements. SMEs and Small Caps
are increasingly kept away from the markets as reflected by the drastic decline of Public
Offers in Western Europe in the last 10 years,

We disagree with ESMA’ s objections to the proporiionate disclosure regime for SMEs and
Small Caps, based on 1) the risk of diluting the regulatory framework 2) a perceived higher
risk profile 3) the objective of enhancing investor protection.

Our position stems from the followings:

- Paragraphs 137 & 139: Current figures show there is no risk of diluting the regulatory
framework in place,

The definitions of SMEs and Small Caps within the meaning of the Prospectus Directive are
extremely restrictive.

It should be noted that the markets use different definitions. The Federation of European
Securities Exchanges (FESE) uses the following breakdown:




Large cap (L): market cap > €1 billion
Mid cap (M): € 150mn < market cap < €1 billion
Small cap (S): € 50mn < market cap < € 150mn

The French regulator Autorité des Marchés Financiers (AMF) keeps the same limit of a
market capitalisation < €1 billion to define Midcaps.

Most of all, investors draw the iine at €3 billion according to the EFAMA fund classification for
Small Cap Universes. This amount is in line with our discussions with French investors.

Even if we keep the €1 billion market cap definition, nearly 90% of all companies listed on
regulated markets in Europe are of small or medium size but they are very small in terms of
number of trades and turnover: according to FESE figures', they do represent less than 15%
of trades and 4% in terms of turnover.

A study by the French regulator showed that 85% of companies listed on the French
regulated market are of small or medium size but they do represent 4% of market cap and
2% of trades.

This makes the Commission mandate all the more appropriate and important: a large
number of companies would benefit from a proportionate approach but, according to FESE
figures, 85% of trades and 96% - nearly all - of turnover would remain under the current
prospectus regime.

As for French figures, 96% of market cap and 98% - neatly all - of trades would remain under
the current prospectus regime.

- Paragraph 140 & 141: Recent history show that risk profile and investor protection are
not at siake

SMEs and Small Caps are considered too risky but shares of companies quoted in SME
markets are non complex instruments, SMEs are not financial companies and despite a very
violent crisis, SMEs have been exceptionally resilient.

Moreover, most of the time SMEs and Small Caps investors are not institutional investors but
smaller ones who carry deep level analysis before committing themselves. it has to be
remembered that the Study on the impact of the Prospectus Regime on EU Financial
Markets published in June 2008 underlined that “unlike institutional investors, small retail
investors do not, on average, make uses of prospectuses for their investment decisions”.

There couldn't be any clearer indication that the current prospectus regime is not only too
costly and burdensome for small and medium issuers but has also become ineffective for
their investors.

- Being in favour of a proportionate regime for SMEs and Small Caps is about
concenirating on significant and relevant information.

Some information may be omitted but mainly the process should be about reducing the
length of the explanations required and sticking to core information. The materiality test
should be taken seriously and far more radically and the Commission should give clear
indications to the National regulators as to how to enforce it (e.g. length limit); quality should
prevail over guantity.

" Source FESE.: Mid caps represent 20% of regulated markets in terms of number but 9,8% in terms of trades
and 3,4% in terms of turnover; Smalil caps represent 16% of reguiated markets in terms of number but 2,2% in
terms of trades and 0,4% in terms of turnover; Micro caps represent 50,7% of regulated markets in terms of
number but 2,6% in terms of trades and 0,3% in terms of turnover.




Including for the sake of enhancing investors’ protection, we request a proportionate regime
(including for an IPO and for initial admission to a regulated market) for SMEs and Small
Caps, which would concentrate on significant and relevant information, with a length limit.

The AMF specific French recommendation in force since January 2008 for small and mid-
caps, in accordance with European legislation, show that the quality increase when issuers
are guided toward providing only significant and relevant information.

Moreover, the Commission’s mandate is about taking into account the size of the issuers.
The advisory costs of producing a full prospectus are simply not worth an IPO for most SMEs
and Small Caps.

Q37: Do you agree that a full prospectus should always be required for an IPO and for
initial admission to a regulated market (as described in paragraph 141 above}?

No. For the reasons stated above, we do not agree and believe that even for an IPO on a
regulated market, a proportionate regime should be available for SMEs and Small Caps.

Q38: Do you agree with the proposal summarized in the table in paragraph 141?
No, for the reasons stated above.

Q39: Do you agree that there should be only one schedule for a proportionate
prospectus for both unlisted and listed SMEs and Small Caps or do you believe that
further consideration should be given to having a separate regime for unlisted
companies, dealt with under the proposed revision to MiFID?

Yes, we agree there should only be one schedule for both unlisted and listed SMEs and
Small Caps.

Q40: Can you provide data on the average costs for SMEs and Small Caps to draw up
a prospectus? What are the most burdensome parts of a prospectus to produce?

The average advisory costs of drawing up a first prospectus reaches €500 000 to €600 000.
Total costs are closer to €1 million.

The most burdensome parts are IFRS and IFRS annexes.

Q41: Do you consider that the three items identified in paragraph 147 (the OFR and the
requirements to include a statement of changes in equity and a cash flow statement
when the audited financial statements are prepared according to national accounting
standards and to produce interim financial statements when the registration document
is dated more than nine months after the end of the last audited financial year) could
be omitted without lowering investor protection?

Yes we do consider that these three items could be omitted without lowering investor
protection (especially if the issuer includes its management reports for the period covered by
the historical financial information as far as the OFR is concerned).

Q42: Do you agree with the items ESMA proposes to delete and to redraft listed in
Annex 4 and the proportionate schedule for the share registration document
presented in Annex 57

Yes, we agree with the items ESMA proposes to delete and redraft in Annex 4 and 5 but we
believe this approach should go much further for the prospectus to be proportionate in a
realistic way.

043: Are there any other items which could be deleted or redrafted? Please justify any
suggestions, including, if possible, the costs that would be saved and the impact on
investor protection.

Please see the table below for our analysis.

Moreover, we consider that the striking cord is the state of mind of resisting to the pressure
to provide always more information. As stated above, information in prospectuses is too
diluted and too abundant even for investors and analysts.




We believe that ESMA should send a clear signal by undertaking a far more exhaustive
review of which items could be removed and set a target on significant and relevant
information, with a length limit.

Q44: Taking into account the items which ESMA proposes to delete or redraft as per
Annex 4, do you consider the proportionate disclosure regime for SMEs/Small Caps
could strike the right balance between investor protection, the amount of information
already disclosed to the markets and the size of the issuers?

No. See answer to question 43,

Q45: Given the number and nature of the items ESMA proposes to delete and to
redraft listed in Annex 4, do you consider the proposal would suppose a significant
reduction of the costs to access financial markets for SMEs and Small Caps? Can you
estimate the costs that the proposed proportionate prospectus will allow SMEs and
Small Caps to save?

No, based on ESMA’s proposal, we do not believe that there would be a significant cost
reduction for SMEs and Small Caps to access financial markets, and we urge ESMA to
reconsider what further items could be removed or reduced to decrease the burden on these
companies.

Yours faithtully,

Financial Manager
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