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PRESS STATEMENT

As EU listed groups prepare to publish their second set of IFRS financial statements, CESR stresses
that its members remain watchful and note the continued need for companies
to deliver, as true, fair and complete information as possible, for investors, under IFRS

Since January 2005, approximately 8,000 listed companies in the EU have implemented IFRS for
their consolidated financial statements. The implementation of IFRS has been a significant change
which, according to the early studies, has taken place without any major difficulties. And most
importantly, there has been no evidence of a loss in market confidence during this transition. CESR’s
statement issued today is addressed to European companies having their securities admitted to
trading on a regulated market and preparing consolidated financial statements under IFRS as
adopted by the EU and more specifically to the users of the information published by these
companies.

IFRS principles-based standards rely on the experience and judgement of those preparing them,
including auditors and users alike, applying them to the particular circumstances. Stakeholders must
be aware that this is a new body of accounting standards for many preparers. Applying IFRS to
particular circumstances must be a smooth learning curve.

Many listed companies are now publishing their second set of IFRS financial statements. CESR would
like to take this opportunity to draw to the attention of market participants that as 2006 is still a
transitional period with practical experience in applying IFRS growing, retrospective adjustments to
financial information already presented and covering 2004 and 2005 financial years could appear
in these 2006 consolidated financial statements.

These retrospective adjustments may arise following different circumstances, namely:

-~ A change in accounting policy made on a voluntary basis in order to align the policy used by
the issuer to the one selected by a majority of its competitors so that comparability is
achieved;

~ A retrospective adjustment following the publication of an IFRIC rejection (please, see the
position prepared by CESR, Business Europe and FEE in part I of the document annexed to
this statement);

~ A correction of an error following an oversight by the issuer, though the selection of
previously applied accounting policies had been made in good faith.

The aforementioned adjustments are not abnormal and should not undermine the market’s
confidence in the overall quality of the European companies’ financial statements. Indeed, if done
seriously and with proper explanation, it could reflect the fact that companies are willing to improve
the quality of their financial statements towards greater comparability and consistency in the
application of IFRS.

The role of EU National Enforcers, whether CESR Members or not, is to examine that the financial
information delivered to investors is drawn up in accordance with the relevant reporting framework
and to take appropriate measures where infringements are discovered. EU National Enforcers have
identified areas in the 2005 financial statements where the level of disclosure could be improved.!
Therefore, when reviewing 2006 financial statements, EU National Enforcers will remain
particularly watchful that all the information that enables investors to have a clear and complete
picture on these adjustments, is disclosed in the financial statements.

I Several European enforcers (the French AMF, the UK FRRP and the Finnish Rahoitustarkastus) have published
reports on the use of IFRS in the 2005 financial statements.

11-13 avenue de Friedland ~ 75008 PARIS - FRANCE -~ Tel.: 33. (0).1.58.36.43.21 -~ Fax: 33. (0).1.58.36.43.30
Web site: www.cesr.eu



CESR

x* *

***

Finally, it should be noted that this CESR Statement does not modify the recommendation published
by CESR in January 2006 (ref CESR/05-758) on the importance of clear and transparent disclosure
on the use of any options made available by applicable financial reporting standards.
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Notes for Editors

1. The Statement has been prepared by CESR’s operational Committee in the area of
endorsement and enforcement of financial reporting standards in Europe (CESR-Fin) chaired
by M. Paul Koster, member of the board of The Netherlands Authority for the Financial
Markets.

2. CESR is an independent Committee of European Securities Regulators. The role of the

Committee is to improve co-ordination among securities regulators:

- Act as an advisory group to assist the EU Commission, in particular in its preparation of
draft implementing measures in the field of securities;

- Work to ensure more consistent and timely day to day implementation of community
legislation in the Member States.

- The Committee was established under the terms of the European Commission’s decision
of 6 June 2001 (2001/1501/EQ). It is one of the two committees envisaged in the Final
Report of the Group of Wise Men on the regulation of European securities markets.
Baron Alexandre Lamfalussy chaired this group. The report itself was endorsed by the
European Council and the European Parliament. The relevant documents are available
on the CESR website.

Each Member State of the European Union has one member on the Committee. The members
are nominated by the Member States and are the Heads of the national public authorities
competent in the field of securities. The European Commission has nominated the Director
General of the DG Market, as its representative. Furthermore, the securities authorities of
Norway and Iceland are also represented at a senior level.

3. For further information please contact:
Fabrice Demarigny or Victoria Powell
Secretary General of CESR Communications Officer
Tel: +33 (0)1.58 36 43 21
Web site: www.cesr.eu



