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l. INTRODUCTION

Amongst its tasks concerning IFRS implementation, the IIl WG on IFRS impact and CBSO
databases has defined two IFRS-compliant formats: the extended format (created from a theoretical
approach, that is, including all information requirements prescript in IFRS, plus some additional
disclosures necessary for CBSO) and the reduced format (where only essential elements for the I
WG are considered)'. From 2006, the reduced format has been used for the collection of data from
financial statements of certain European groups that have been used in the creation of a database
of European consolidated financial statements: ERICA 1 (European Record of IFRS Consolidated

Accounts), with the aim of:

a) Using it for testing the standard format and its updated versions;

b) Testing XBRL as a tool to interface between companies and CBSO databases;

c) Checking the impact of IFRS standards on European groupsz, and finally;

d) Test the value of a database of consolidated accounts for analysis, trying to
obtain knowledge of the limits of this information (due to both, the consolidated

data and IFRS implications)

To these aims, the Ill WG decided to cover several topics: coverage measurement, data
quality, use of alternatives in IFRS, and financial and economic analysis of several aspects
(beginning with fair value and financial structure; in subsequent years also hedging and
development costs will be studied). Referred to the current version of this document, it must be
highlighted:

a) Information about data quality and alternatives will be updated in a bi-
annual basis due to the fact that no important changes between years are expected. Those
interested in the results on these topics in previous years can find them in the document
distributed in 2008. In 2010 both chapters will be included again in this document.

b) During 2009 summer, new data referred to year 2008 has been uploaded to
ERICA 1 database. Nevertheless, IIIWG decided several years ago to prepare the different
versions of this document with the data available before summer that is to say, with 22-
month delay (with data of 2007 in the case of this report). IlIWG plans to update the
document with new data recently collected in ERICA 1 (for year 2008) and distribute it in the
first part of 2010. This procedure lays on the fact that this document does not try to obtain

recent signals of the situation of European Groups, so current data is not vital for it: the

! Document 4 “Standard formats”, distributed at the same pace that this report, provides all information referred to the
content and changes occurred in the last year in the formats.

2 As a real exercise, when fulfilling real cases in 2009 summer, most of the participant countries have checked the impact of
the option to reclassify financial assets allowed due to the financial crisis. The conclusion is that the option has not been
applied for any non-financial company included in ERICA 1.
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target of real cases is exclusively methodological and to better understand the impact that

new standards are having in Europe and the limits of consolidated information.

It is necessary to mention that due to the lack of representativeness of the database, in
reference to the total population of non financial corporations, the analysis performed should be
considered as both, an exercise to quantify the impact of IFRS in European groups, and a
theoretical exercise on validity of the possible uses of a consolidated database. Any conclusion
reached of the analysis done should not be interpreted as a real economic fact neither in one
country nor for a European level. Anyway, the results obtained by those countries that have
contributed with 30 real cases to this project, are more promising than was foreseen: the
composition of the database, bias to very large European quoted groups, could provide a sound

coverage of this subset of the population (European quoted groups) in the countries considered.

This document is structured as follows: following this introduction and a brief reference to
coverage of the sample of real cases, chapter three is devoted to fair value analysis and chapter
four to financial structure, with a final chapter summarizing conclusions reached, highlighting the
limits of this database and a map of possible uses of financial statements. Finally, the annexes

disclose the data used in the analysis, the definition of the ratios and the list of groups used.

WARNING ABOUT THE SOURCE USED (ERICA 1)

The data used are obtained from publicly available data of real companies (European
large groups included in ERICA1 database), having been treated manually, by CBSQO’s
specialists on statistics and accounting, to be fitted on a standard European format; this
manual treatment means, in some cases, the interpretation of the original data.
Therefore, the results obtained more than the fair view of the European large groups
included in the study, should be used and analysed as an academic and statistical work,
no more, no less.

Any conclusion reached of the analysis done should not be interpreted as a real

economic fact neither in one country nor for a European level.
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. COVERAGE MEASUREMENTS

The target that IIIWG defined selecting real cases was to cover the largest groups, with
enough representation of the main activity sector (construction and real estate, energy, industry and
market services). In order to assess their significance in each country, it was decided to analyze the
coverage of the real cases on a national basis. The table below shows the coverage of the
database per country, using as indicators the number of consolidated groups as well as a
qguantitative one. Nevertheless, it must be highlighted that there are no official registers of
consolidated accounts in Europe and, therefore, the information collected in this table is not

perfectly comparable (for example, there are several sources of information, such as Tax

Authorities or Official Registers).

Belgium (2006) | France' (2007) Italy (2007) Portugal Spain (2007)
" Related to total number 3,22% 0,80% 0,75% 16,39% 1,09%
= of consolidated groups (30/1933Y (30/3.892) (30/3.996) (30/183) (30/2.746)
<] We do not have Net turnover | Revenue, total
o access to 45.1 % N.A. N.A. N.A.
g aggrﬁg(?tedd (914 b€/
t
% Related to a quantitative co?zﬁj'rei ¢ 2025b €)
@ indicator Equity
3 53,2 % N.A.
< ( 424b€ /797
b€)

Related to total number 26,09% 5,5% 13,64% 36,14% 21,58%

of consolidated groups (30/1152) (30/545) (30/220) (30/83) (30/139)
a Net turnover Revenue, total Revenue, total
5 63,7% 78,92% N.A. 86,34%
S) (914b €/ (327.074.000 / (303b€/351
3 Related to a quantitative 1.435b €) 414.401.000) b €)
S indicator Share capital Equity Equity
(04 37,86% 62,4 % 85,10%

(10.402.000/ | (424b€ /679 (164 b €/192 b
27.473.000) b €) £€)

Remarks:

Austria: For resource restrictions there are no current real cases in ERICA 1

Belgium

! This is the number of consolidated accounts filed during the year 2006. This number includes consolidated accounts of

foreign entities.
2 Situation as per 01/01/2007.

France (situation at May 2009)

1 Companies with a french consolidated parent company are removed from the calculation of the coverage rate.
Besides, financial groups are excluded from the approach.
Net turnover and equity for the accounting period of 2007 under national GAAP or IFRS for listed companies.

Germany: Because of resource restrictions, Erica 1 includes so far 2 cases for the year 2005, 5 cases for the year 2006 and
2 cases for 2007 and 2008. Further, reliable figures for the denominators of the presented coverage measures in the table
above are currently not available. For these reasons Germany is excluded from the table.

Italy: Financial and banking groups are excluded from figures.

Portugal: The information for the total number of all consolidated groups concerns only the major enterprise groups: more
than 5 affiliates and consolidated turnover higher than 50 million Euros.

Spain: The information for the total number of consolidated groups has been collected from the Mercantile Registry (number
of consolidated accounts deposited in 2007). Aggregated turnover and equity for all consolidated groups is not available.
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When comparing the number of consolidated groups included in the database with the total
number of consolidated groups in each country, the results obtained are quite low, with a maximum of
16,3% in Portugal and a minimum of 0,75% in Italy. This coverage measurement is biased towards
small countries, since the number of consolidated groups included in the showcase is constant,
regardless the dimension of the country. Consequently, those countries with a lower total number of
consolidated groups would show the highest coverage rates. Besides, as previously stated, there is
not an official register of consolidated accounts in any of the countries belonging to the 1l WG, so

figures presented in the table must be regarded as approximations.

However, when considering quantitative indicators of the coverage related to the total number
of consolidated groups, when figures are available, the results improve significantly. For instance,
equity of French real cases amounts up to 53 % of the total. These results might suggest that real

cases comprise the largest and most important consolidated groups in the country.

The situation changes sharply if the comparison is made with the total number of quoted
groups. Coverage concerning the number of consolidated groups reaches significant values,
especially in Spain, Portugal and Belgium, whose real cases mean more than 20% of the total quoted
groups in each country. Nevertheless, there is certain bias in these results towards countries with
narrow stock markets in comparison with the total economy (i.e., countries where not many

consolidated groups are quoted, such as Spain)

Quantitative indicators provide also interesting results, showing that the showcase may be a
sound sample of the population of consolidated groups. France, Italy and Spain disclose the highest

coverage rates, between 60% and 85%.
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lll.  FAIR VALUE ANALYSIS. SOME FINDINGS FROM EUROP EAN
REAL CASES.

1.1 FAIR VALUE ANALYSIS, SOME ANTECEDENTS

Il WG decided to face a first preliminary analysis on fair value impact on year 2003.
Document “Impact of fair value accounting on financial statements: Analysis with real examples”,
distributed in the Committee meeting hold in Brussels in October 2003, focused on minor evidences
available at that time. More precisely, the document only could obtain figures for years 2001 and 2002
from two companies that used US-GAAP (Motorola and Exxon-Mobil), and 10 European large groups
that used, at this time, IAS standards. The document highlighted the lack of information available in
Europe on this domain, as only several German and Austrian consolidated groups had began to use
IAS extensively, and IAS 39 was used for the first time in 2001. The major evidences obtained in the

study where:

Financial statements became more discretionary. An evidence of asymmetric accounting was
observed: companies, as expected, tent to recognize immediately positive revaluation
adjustments (incomes), but try to postpone the recognition of negative fair value revaluation
adjustments, cherry picking the interpretations of the standards and/or even, applying the

standards in an inadequate way.

Fair value impact affected mainly to those groups where financial assets were more relevant,
mainly impacting in counterpart directly to equity. The comparison of the decrease of fair value
on those years (2001 and 2002) with the variation in the Euro Stoxx Index, showed a sharply

evolution in the latter, and a more moderated one in the data obtained from these companies.

The availability from 2006 of European real cases kept by IIWG in ECCBSO’s ERICA 1
database, opened a new scenario for the analysis of fair value adjustments in European groups. With
this aim, IIWG identified potential items in financial statements that could inform, on income
statement, in changes in equity statements and in balance, to build analytical ratios. Annexes 1 and 3
at the end of this document provide the statistical tables with the summary results and the ratios
definitions. Some of the preliminary results obtained in 2007 identified a lack of information in the
ERICA 1 2005 data: the fair value adjustments on financial assets allocated in income statement was
not sufficiently isolated. In order to dodge the problem, the subsequent format used to obtain the real
data was improved (format used to fill in data for 2006 and 2007). Therefore, some break in time

series analysis has occurred preventing the use of 2005 data to this purpose.
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[11.2. FIGURES OBTAINED FROM ERICA 1 (DATA RELATED TO 2006 AND 2007)
[11.2.1 Fair value impact analysis with data of 200 6

For this analysis, we count with 109 companies, of which, 82 (75% of the sample available)
disclosed to have been affected by fair value revaluation. The main results obtained are highlighted

here:

[11.2.1.1 Impacts in absolute terms (in brackets, n  umber of companies affected)

1. Higher impact in income statement than in changes in equity

In all the activity sectors analysed, more enterprises have fair value revaluation in income
statement (60), than in the statement of changes in equity (52). In total amounts, the difference is
quite impressive. Fair value revaluation in income statement is 88% of the total, against 12% of

the amount of fair value revaluation in the statement of changes in equity.

2. Impact in income statements, some details by sector of activity

As it has been said, 60 groups have been affected by fair value revaluation in income statement in

2006. The assets revaluation breakdown is as follows:

Gain (loss) in non-current assets (5). Of them, the impact in Construction and real state is

by far the most significant.

On Financial instruments designated as hedges (32). As it could be foreseen, the number
of groups affected is very extensive (30% of the sample), although its quantitative
importance is lower. In fact, this was the only item with negative value. Market services

and trade is the activity more affected by this revaluations (14)

Finally, gains (losses) from financial instruments are the most extended fair value
adjustment (35). On them, the biggest impact in absolute terms can be found in Energy

(5) and Industry groups (17).

3. Impactin equity (statement of changes in equity)

52 groups have been affected by fair value revaluation in equity in 2006. The analysis of the
impact in equity is affected, in the sectors of Energy and Construction and Real State, by the big
dispersion in the amounts of the item 10 — Financial assets: Current and non current (denominator
of ratiol7). In Industry, the Standard deviation shows us the asymmetry in values of the item 7 —
Total amount in equity. The high level in the Simple average and Standard deviation of Market
Services and Trade can be explained by the discrepancy in the amounts observed in Hedging

assets: Current and non-current and in Financial assets: Current and non-current.

AB
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[11.2.1.2 Impact in relative terms. Analysis by rat  ios

Some of the results obtained in the previous paragraph show the problem to select the best
statistical measure for this analysis: weighted average or median. In fact, both are necessary. The first
one, to remark the impact of fair value revaluation in the total sample of companies; the second, to
check to what extent the findings are cause by the behaviour of the population analysed or to a

particular result of a minority of groups.

1. Analysis of the impact in equity and in income statement

The comparison of ratio 11 (revaluation in income statement to revenue) and ratio 15 (revaluation
in equity to total equity), shows two different results: in total, the impact is higher when measured
by weighted average (value 0,50% in ratio 11, and 0,15, in ratio 15), but in terms of median, the
result is just the contrary (0,05% for ratio 11, to 0,33% in ratio 15). Therefore, the final conclusion
isolated is that the impact is higher in income statement, but mainly due to the behaviour of the

outliers.

2. Total impact of fair value, on the results of the company and in equity

A possible measurement of the final importance of the fair value accounting is the comparison of
the total revaluation (the accounted for in the income statement plus the one registered in the
statement of changes in equity) with two important elements: the profit/loss of the year, and the
total movements in equity. Precisely the ratios 19 (total impact, related to profit/loss of the year)
and 21 (total impact related to total movements in equity) seizure this. Referred to the total
sample, the impact to the profit/loss of the year amounts of 6,16%, and 12,03%, if the impact is
related to the total movements in equity of the company. These results, apparently of great
significance, are nevertheless totally biased in 2006 by the behaviour of the 8 groups dedicated to
Construction and real state (their values amount to 44,23% and 41,44%, for both ratios referred).
Therefore, it can be convenient to determine what could be the “normal” value, provided better by
the median. In this case, the impact on the profit of the year reaches 1,34%, and 0,67% in the
case of equity, providing a very different picture of the importance of the fair value revaluations in
2006.

[11.2.1.3 Evidences found in the outliers analysis
In 2006 the revaluation made by Metrovacesa (a Spanish real estate group) is 1.933 million
euro what means a 56% of the total fair value revaluation made by the 82 groups that revaluates its

financial statement due to the fair value application.

Metrovacesa uses the option to apply fair valuation to its investment properties and it is the

main revaluation of the financial statement of Metrovacesa in 2006 that means a gain of 1.829 million
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euro (that is a 97% of the revaluation in income statement and a 95% of the total fair value revaluation

of the group).
This revaluation means a 13% of the total investment properties of Metrovacesa that amounts
to 13.965 million euro at 31 December 2006. The valuation of these assets is based on external

independent valuation.

[11.2.2 Fair value impact analysis with data of 200 7

The analysis of the impact of fair value accounting on financial statements for the year 2007
includes data from 142 companies, of which 101 have been affected by fair value revaluation
(approximately 70 % of the sample available).

[11.2.2.1 Impact in absolute terms (in brackets, n  umber of companies affected)

1. Higher impact in changes in equity than in income statement

In all the activity sectors analyzed, more enterprises have fair value revaluation in the income
statement (90), than in the statement of changes in equity (42). This result, equally in line with the
observed in 2006, nevertheless can’t be measured in percentage (as in point 3.1) because it has
been a change in one of the signs: fair value revaluation in the income statement amounts
1.206.748.231 while in the statement of changes in equity amounts -1.963.829.000. All sectors of
activity have a negative fair value impact in the statement of changes in equity and a positive fair
value impact in the income statement. These data indicates one of the drawbacks of the analysis
of fair value impact: it is based in items of annual accounts whose content reflects net values: of

increases and decreases in equity, or incomes and expenses on income statement.

2. Impact in income statements

The assets revaluation breakdown of the 90 groups affected in income statement in 2007 is as

follows:

Gain (loss) in changes in fair value of non-current assets, affected only 5 groups and
the values from one group included in Construction and real state (METROVACESA
S.A) corresponds to 99% of the sample.

Gain (loss) on financial instruments designated as hedges is the most extended fair
value adjustment with 70 enterprises. On them, the biggest impact can be found in
Energy with about 70 % of the total value with only 2 companies justifying that value

(EDP — Energias de Portugal, S.A and Groupe Electricité de France). This result is

AC
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very different to the one observed in 2006, year when the fair value adjustment of
hedging had a minor importance.

Fair value gains (losses) from financial instruments have a small value in absolute
terms because of the opposite effect in Energy (negative) and Construction and real

state (positive).

3. Impactin the statement of changes in equity

The total amounts of revaluation are negative and higher than the ones observed in the
revaluation in the income statement and are based in fair value gains (losses) on available-for-
sale financial assets. The main responsible for those negative values are companies classified in

Energy (mainly one group, ENI SPA) and Industry.

[11.2.2.2 Impact in relative terms. Analysis by ra  tios

1. Analysis of the impact in income statement

In the sample of companies analyzed fair value revaluation in income statement has a small
impact in financial statements. Both weighted average and median of ratios 11 and 13 present
values near zero. The impact of fair value in income statement is higher when compared with

profit (loss) of the year and non-financial assets due to the influence of outliers.

Ratio 12 presents a higher weighted average due to the influence of 2 companies with higher
absolute values and higher ratios (EDP — Energias de Portugal, S.A and METROVACESA S.A)).
The standard deviation is very high due to EXMAR which has a very small profit in comparison

with a very large and negative value of revaluation in income statement.
The higher value of ratio 14 is due to METROVACESA S.A.. This company has very high
absolute values in both numerator and denominator and a ratio near the weighed average of the

total sample.

2. Analysis of the impact in equity

In 2007 there was a higher impact of fair value in equity due to losses on available for sale
financial assets. However, those losses did not have a big impact in total equity. Ratio 15 has a

weighted average higher than -1%.

The impact in equity is higher when measured to total movements in equity and financial assets.
However, on the contrary to the impact in income statement, the impact in equity is not only due

to the influence of outliers but is also the behavior of other companies in the sample. If is

A
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removed the effect of two outliers (ENI SPA from Energy and FINMECCANICA SPA from
Industry), the weighted average of ratio 16 will be -5.12% and without the effect of one outlier

(ENI SPA), ratio 17 will be also negative and equal to -2.12%.
The impact in equity of losses on available for sale financial assets occurred in 2007 was
supported by the positive movements in equity in absolute values and for the majority of

companies of the sample.

3. Total impact of fair value in financial statements

Total impact of fair value was negative for all ratios in analysis but had a small impact in financial
statements. Only the impact related to movements in equity is less than -1%. The negative impact
in equity from the outliers referred above was partially compensated by the positive impact of

other companies with a positive impact in income statement.

[11.2.2.3 Evidences found in the outliers analysis

Belgium — Exmar

Exmar account a relevant fair value in 2007 income statement (20.5 million of euro). The motivation is

the impact of the changes in the fair value of financial derivatives liabilities (interest rate swaps).

Italy

ENI Spa is the Italian company with the higher revaluation of the year in relationship with the total
changes of equity and the value of financial assets. The high value depends by two effects: the first is
a low increase of equity during 2007 (only some minor changes) and the second is the fair value of
cash flow hedge derivatives amounted to € 1,340 million related to contracts expiring within 2009-2001
entered into by Exploration & Production segment in order to hedge the exposure to variability in

future cash flows.

Finmeccanica Spa show an high value of fair value adjustment in equity in reasons of the decrease of
the value of the listed company STM NV (available for sale); the future strategy of Finmeccanica is to
sell the investment.

Portugal

EDP — Energias de Portugal SA is the Portuguese company with a higher value in fair value.

The explanation is:
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In 2006 and 2007, EDP, S.A. signed contracts to sell 20% of the investment in REN in order to
comply with the requirements of Decree-Law 172/2006 of 23 August. The operation was completed
on 26 October 2007 after the conclusion of the adjusting period, which depended on the evolution of
the listed price of the shares (Aftermarket share price). EDP, S.A. recognized in the consolidated
accounts gains of 259,329 thousand Euros corresponding to the fair value reserve recorded against

the variation of the investment value since the date of acquisition.

Spain — Metrovacesa
Metrovacesa, values its investment properties applying fair value. Its investment properties applying
fair value. Its investment properties are 52% of total assets. During 2007, the investment properties”

fair value increase had an impact of 484.317 thousands of euros in the income statement.

1.3. WHAT WE HAVE LEARNT ABOUT FAIR VALUE IMPACT. SOME
EVIDENCES

One of the main objectives pursued by IIIWG deciding on the creation of ERICA databases
has been the development of a database to allow ECCBSO to know better the impact of IFRS. More
precisely it demonstrates the impact of fair value on European Groups, on their results and general
performance, and on their equity and financial situation. To this end, dispose of sufficient time series
data were consider a prerequisite to find sound conclusions; the current data available (2005 to 2007),
could be the starting point to define the analytical tools (items, ratios, and its coherent analysis) on

which this report can be supported, and even perhaps, to extract some preliminary conclusions.

The previous studies developed by IIIWG on fair value and the literature available on the
matter have emphasized two foreseeable effects in European Groups consolidated accounts: a) an
increase in volatility on the results as a consequence of fair value accounting; b) an increase in
arbitrary and asymmetric decisions when several options to account were available. This document
has provided in its previous paragraphs a summary of the more remarkable findings obtained by the
data available in around 140 European groups, the largest among the quoted. This point pretends to
determine which concurrences can be found in the data, if they exists, and what are the first lessons
obtained from the real cases available. Next graphs, based on charts and data used in previous

paragraphs can help to understand this text.

Some evidences found :

The aggregated impact of fair value in income statement and in equity is very limited, in all
years analysed. This measure can be obtained by the weighted average ratios defined by
IIIWG (see point IIl.2 and next graphs). Nevertheless this conclusion is biased both, by the

aggregation of information of different companies, what fades the behaviour of outliers, and by

A<
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the way fair value is recognised in IFRS (net value, that is, increases and decreases all
together).
The simple average of the ratios calculated for all real cases, qualify better the impact of fair
value. In 2007, this new measure shows a different picture, increasing the level of the impact
of fair value accounting in income statement (but only if this impact is referred to profit or loss
of the year (that creates by itself a different bias and volatility).
Fair value increases the volatility of figures, as it was supposed due to several causes:
o Fair value accounting provides figures book to market, so it is linked to its inner
volatility
o IFRS recognition rules allow companies to provide net values in income statement and
in changes in equity statement, therefore netting increases and decreases and also
incomes and expenses. Therefore ratios obtained from these items are more volatile
in fact.
The use of aggregated figures biases and fades the results, because as the fair value items
available are net figures:
o The aggregation of companies could hide the behaviour of a sector of activity or
decrease the real exposure of the aggregated figures
o The aggregation of items (for example, as we have done in ratios 18 to 22 (total
impact, that is to say, impact in income statement together with impact on equity) also
fades the analysis
Therefore, it should be convenient to use aggregated data together with disaggregated
measures: using simple averages also, using microdata analysis or what is the same, analysis
of outliers.
This last means that, referred to ratios defined, it should be convenient to use ratios 11 to 17
(partial impact) better than 18 to 22 (total impact). When possible, also it would be better to
use ratios with a denominator that can’t have positive or negative values (like ratios 12 and
16).

Some recurrences found

It has been stated the difficulty to find summary conclusions in the analysis of fair value.

Somehow this list describes some cases, some of them totally foreseeable:

In all aggregated figures analysed it seems to be more companies and more cuantitative
impact in income statement than in equity. This could be foreseeable, as the available for sale
financial assets intrinsically are less volatile valuation that the ...
The analysis of outliers also provides some recurrent evidences:
o Fair value in non-current assets (non financial) are concentrated in Real State sector,
because they keep a great proportion of investment properties in their balances.
First application of IFRS has had a huge impact on investment properties valuation to fair value (in

income statement and in equity).

A=
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l11.4. LACK OF FAIR VALUE INFORMATION: PROBLEMS AND POSSIBLE
SOLUTIONS

Previous paragraph has shown some problems found using data available in consolidated accounts
about fair value impact; these problems, that have been known using the real cases, refers to the
netting of revaluations, increases and decreases and also to the aggregation of individual data that
can be positive or negative.

I WG has also analyzed the accounting scheme for fair value, trying to isolate other lacks of data in

this analysis, some of them can be solved, others not. The list of problems is as follows:

[11.4.1 Problems derived of the accounting scheme for fair value:

1. Itis impossible to analyze the impact of fair value from the origins, because:
a. Inthe case of the assets, there is no available data every year about the difference
between the value when the asset was acquired and the current value, at fair value.
b. Inthe case of Equity, the accumulated increases and/or decreases due to fair value
accounting is available in the balance sheet, but this figure is net of income taxes
impact and doesn’t include the part of minority interest.
2. About the fair value variations in the year, also it is imposible to know the total amount,
because:
a. Some fair value revaluation is mixed with other entries, like hedge accounting (hedges
are disclosed in the same item that the hedged elements) or discontinued operations.
b. Those adjustments that goes to Equity (like fair value gains-losses in available for sale
assets), are net, that is, includes the total increase derived from the fair value
accounting of the year, but subtracts the fair value gains of those available for sale
financial assets sold in the year (whose revaluation pass then by the profit and loss
account)
c. For the same reason, the fair value gains or losses from financial instruments included
in the profit and loss account, includes not only the fair value impact of the year, but
the realization of the result included previously in equity, for those financial assets

available for sale still not sold.

[11.4.2 Subsequently, problems that exists in the analysis performed in this document:

1. Ratios used to calculate the impact in income statement:
a. The impact of the year in income statement also includes amounts derived from
previous years: fair value of available for sale financial assets sold in the year but
revalue in the past

b. It doesn’tincludes the fair value impact imbedded in the discontinuing operations
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2. Ratios used to calculate the impact in equity:
a. The analysis reflects the variation of the year, not the accumulated effect of fair value
in equity and/or in the assets
b. The figures obtained are netting the increase in the year with the transfer to profit and
loss account of the revaluation of those available for sale financial assets sold in the
year.

c. The variation of the year is net of income tax effect.

111.4.3 Posible solutions:

1. The use of the new statement of Comprehensive Income could help to solve partially this
problem. Instead of using the data provided in the statement of changes in equity, the use of
the next information, included in the new statement could be of help:

1.2. Available for sale financial assets
1.2.1. Gains (losses) arising during the period
1.2.2. (-) Reclasification adjustments for gains (losses) included in
profit or loss.
1.3 Cash flow hedges
1.3.1 Gains (losses) arising during the period

1.3.2 (-) Reclassification adjustments for gains (losses) included in
profit or loss

1.4 Changes in revaluation surplus
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VI.  FINANCIAL STRUCTURE

This exercise aims at proposing an example of analysis which could be developed with the common
format created by the Ill working group for consolidated accounts of non financial groups. Further, the
exercise is part of the overall evaluation of the ERICA databases in the current status. Therefore,
neither the ratios employed nor the results obtaine d from the comparison of them among the

information available for different countries can b e taken as an analytical document that

reflects the real situation of the countries studie d. But the valuable effort done by the members of
IIIWG preparing this part of the document, that reflects a certain kind of study to be produced with
consolidated data, justifies the diffusion of this work that has to be interpreted in the light of the limits

referred.
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2006 ERICA 1 DATABASE

In the set-up of the ERICA 1 database, each

country is expected to submit 30 consolidated

Number Total assets - 2005 Total equity - 2005
Millions of € Millions of € . ) )

Austria 9 10956 | 0.6% 4123 | 07% financial statements of the largest listed groups
Belgium 30 123 658 6.2% 47 290 7.8%

France 30 | 1211460 | 61.2% 370223 | 60.8% having in mind that in a second step, the
Germany NA NA NA NA NA

I .89 .19 . . .

Pl e L representativeness of this sample is to be
Spain 30 386 874 19.5% 107 137 17.6% . .
Total 125 | 1979651 | 100.0% 609 161 | 100.0% analysed. However, at this stage the sample is

2007 ERICA 1 DATABASE *

far incomplete and not homogeneous between

Number Total assets - 2006 Total equity - 2006 countries, which reduces significantly the
Millions of € Millions of €

Austria 1 1932 0.1% 895 0.1% H
Belgium % T35 355 355 5395 =5 | relevance of the analysis. The 2006 ERICA 1
France 30 1265 280 37.2% 397 835 40.6% . . s .
Germany 30 1310704 | 38.6% 355800 | 36.3% | database (fiscal year 2005) isn't exhaustive for
Italy 4 76 181 2.2% 18 253 1.9% .
Portugal 30 86 089 2.5% 25 630 26% | Austria, Italy and Portugal; moreover German
Spain 30 524 464 15.4% 129 838 13.2%
Total 155 3396 970 100.0% 980 474 100.0%

* Missing companies were added for France and Germany from national

companies are absent. The 2007 ERICA 1

database database (fiscal year 2006) is not complete for
2008 ERICA 1 DATABASE * Austria, France, Germany and Italy At |eaSt,
: the 2008 ERICA 1 database (fiscal year 2007)
Number Total assets - 2007 Total equity - 2007
Millions of € Millions of € H : H H H
T A A A A i | is partial for Belgium, Germany and missing for
Belgium 21 76 308 1.8% 32721 2.7% . . .
France 30 T30553 | ia% 23806 T 34a% | Austria. But the lacking figures of German
Germany 30 1565 730 37.5% 427 544 34.7% . .
Italy 30 525051 | 12.6% 158681 | 129% | companies for the reporting years 2006 and
Portugal 30 93 936 2.3% 24 852 2,0%
Spain 30 606 194 14.5% 163 626 13.3% ’
Total 171 4171 750 100.0% 1231231 100.0% 2007 were added from the BUndeSbankS

* Missing companies were added for France and Germany from national

databases

database of IFRS financial statements. The
same adjustment was done with missing
French companies from the Banque de France

database.

Besides, in the prospect of a widened database (future ERICA 2 database) using national
consolidated accounts datasets, some additional results are disclosed to evaluate the
representativeness of the sample. It is the case for the Banque de France database with around
500 consolidated accounts of non financial listed companies. Besides, German figures are
compared with ratios from financial statements of German enterprises based on statistics of

Deutsche Bundesbank.

The analysis of financial structure is examined through the calculation of the following ratios: Equity
/ Total assets, Cash and cash equivalents / Total assets, Financial debt / Total equity, Net financial
debt / Total equity. Concerning the figures by country, quartiles and single average are not
calculated when less than 7 groups are counted?. Findings focus mainly on 2008 ERICA 1 database

(2006 and 2007 reporting years), but other results of previous years are presented in the annex.

% In the case of extreme values, the data are removed for the calculation of the single average.
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In the current situation, even if the groups in the database are somewhat representative for quoted
groups, the limited number of companies results in a strong bias on the analysis and the meaning of

descriptive statistics. The same can be said for total figures presented.

IV.1 The Equity ratio (Equity / Total assets)

The general trend

Variation of the Equity Ratio — weighted average

2005 2006 2007
Austria +4.1% NA NA
Belgium +0.5% +1.4% +1.9%
France +3.6% +1.8% +1.0%
Germany NA +1.2% +2.7%
Italy +4.2% +1.4% -3.7%
Portugal +1.2% +2.1% -2.7%
Spain -0.6% -3.5% +2.2%

Source: ECCBSO — ERICA 1 database

In 2007, 60 % of the groups in ERICA 1 registered an increase in their equity ratio. Meanwhile in
Italian and Portuguese groups, the number of entities with a decrease is larger than those with an

improvement.

On a weighted average basis, the equity ratio increased appreciably in Spanish, Belgian, French
and German groups. On the contrary this indicator reduced significantly in Italian and Portuguese
groups. Regarding the median, it increased in most countries, except in ltalian groups and in
French companies. In Portuguese firms, we observe a rise in the median whereas the weighted

average reduced.

Previously (see graphs in the annex), the weighted average ratio increased strongly in 2005. Only
Spanish groups disclosed a slight decrease in their equity ratio. In 2006, the rise was less
pronounced, because some large Spanish entities registered a reduction in their equity ratio. It was
due to some important investments, which got into substantial debt to finance these corporate

operations (mainly acquisitions in Europe and America).

The weighted average indicator and the median are higher in Belgian groups (respectively 42.9 %
and 39.3% in 2007) than in other countries. The same could be said to Austrian companies in 2005.
However, the Austrian figures need to be considered with much caution as the number in the

sample is lower.
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Equity ratio in 2006-2007
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The impact of some outliers

Some outliers influence the total figures by country. For some of them, restructuring and changes in
the scope of consolidation (acquisitions or disposals) explain specific trends. In 2007, the disposal
of Chrysler by Daimler involved a strong rise in the equity ratio due to a reduction of total assets by
62% (equity as an absolute amount remained on the same level), impacting global figures for the
German sample. In Spain, changes in the scope of consolidation of Iberdrola (increased its capital
to finance the acquisition of 100% Scottish Power Plc and other acquisitions and also achieved
important gains in the disposal of a part of Iberdrola Renovables which started to be quoted in the
Stock Market) and ACS (increased its minority interest due to the global consolidation for first time
in 2007 of Union Fenosa, owned in a 40,5%) involved a strong rise in the equity and in the weighted
average equity ratio of the Spanish entities. Besides, changes in accounting options lead important
variations in other cases: in France, Lagardere decided in 2007 to apply the equity method for the
consolidation of a venturer in a jointly controlled entity (IAS 31), explaining the strong increase in

the equity ratio.

ERICA 2 DATABASE : Equity ratio

France (Banque de France database — March 2009) 30 real cases* All listed companies
2004 2005 2006 | 2007 | 2004 | 2005 | 2006 | 2007
Weighted average ratio 26.3% | 29.6% | 31.4% | 32.5% | 29.4% | 30.4% | 32.3% | 33.2%
Median 28.1% | 30.8% | 35.4% | 34.7% | 35.6% | 36.9% | 38.9% | 38.2%
Single average 29.7% | 32.1% | 34.0% | 35.1% | 35.9% | 37.7% | 39.2% | 38.5%

* In 2004 and 2005, the sample isn’t completely similar to the 2006 ERICA 1 database: Arcelor-Mittal belongs to the ERICA 1 database, not to
the Banque de France database. From 2006, Arcelor is replaced by Carrefour in ERICA 1.

From the consolidated accounts database of Banque de France (component of the future ERICA 2
database), the improvement of the equity ratio is confirmed during the four years under
examination. For all listed companies (around 500 groups), the ratio increased by 4 points between
2004 and 2007, to reach 33.2 %. The rise is the same for the single average or the median until
2006, showing the strengthening in the financial structure of French non financial groups, but a
slight reduction must be highlighted in 2007. If we focus on the 30 listed groups, the improvement is
stronger, moving from 26.3 % in 2004 to 32.5 % in 2007.
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Equity ratio (French listed groups)
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Source: Banque de France — Consolidated accounts database (March 2009)

Compared to national statistics of Bundesbank, the German sample in 2006 is giving biased and
even contradictory results. The German sample shows an increase in the weighted average from
25.9% to 27.1% while the median of the sample indicates a decrease from 26.9% to 25.4%. In
contrast, the most representative figure in a publication of Deutsche Bundesbank indicates a rise in
the equity ratio from 23.8% to 25.1%.

IV.2 Cash and cash equivalents on total assets

The general trend

Variation of the ratio Cash and cash equivalents / Total assets — weighted average

2005 2006 2007
Austria -0.9% NA NA
Belgium -0.2% -3.4% +1.2%
France +0.0% -0.5% -0.6%
Germany NA -0.3% +0.7%
Italy +0.6% +2.2% -1.4%
Portugal +1.9% +0.0% -0.5%
Spain +0.0% -0.7% +0.2%

Source: ECCBSO — ERICA 1 database

On the basis of the weighted average, the share of cash and cash equivalents in total assets
increased mainly in Belgian and German groups, more slightly in Spanish entities. It decreased on

the contrary in Portuguese, French and Italian firms.

In French, Italian and Portuguese samples, a majority of groups disclosed a reduction in the share
of cash and cash equivalents in 2007. It's the contrary in German entities, whereas the situation is

balanced in Belgian and Spanish companies.

Concerning the median, we observe a strong reduction in French groups and an increase in Belgian

and German companies. In both last countries, the three quartiles rose significantly in 2007,

C=



Il WG ON IFRS IMPACT AND CBSO DATABASES — DRESDEN, 29"™-30™ OCTOBER 2009

contrary to the French situation. In other countries, there are not significant trends, but it is worth
pointing out the low median in Spanish groups (less than 3%), and in a lesser measure in

Portuguese firms (less than 4 %).

Previously (see graphs in the annex) this indicator remained stable in 2005, except in Portuguese
groups where it increased. It decreased in 2006, mostly in Belgian groups, but rose in Italian
groups. The differences in the weighted average of Italian companies between 2005 and 2006 are
striking. The 2006 Italian ERICA 1 sample shows figures around 6% while the 2007 Italian ERICA 1
sample results to levels of 9% and 11%. The differences are due to the different composition of the
Italian samples. The overall figures of this indicator illustrate the strong need to get a stabilized

sample which is at the same time representative.
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Cash and cash equivalents / Total assets in 2006-2007
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Source: ECCBSO — ERICA 1 database

The impact of some outliers

Once again, outliers influence the general trend of the sample. For some of them, the evolution is
explained by restructuring and changes in the scope of consolidation (acquisitions or disposals). In
France, Danone registered a strong decrease in cash and cash equivalents, due to disposals of
cash to finance the acquisition of Numico. In German entities, it is worth emphasizing the growth in
cash and cash equivalents in Daimler which was only due to a decrease in total assets, and by
contrast the significant decrease in Siemens, in this case a real decrease in cash because of
acquisitions. At least, in Spanish groups, ACS registered a strong increase in cash and cash

equivalents with the new consolidation of Union Fenosa. In Italian entities and Belgian groups also,
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some large companies influence the total figures: in Italy we note a strong reduction in this indicator

for Eni; on the contrary in Belgium, Inbev increased strongly its cash and cash equivalents.

For the previous years as well, the high level of the weighted average in Belgian groups in 2005
was explained by some very large entities (Distrigas, Electrabel). The weighted average ratio was
above 10 % in 2005 (see annex), whereas the median ratio was only 5.4 %. In 2006, the decrease
in the weighted average was particularly strong in Belgian groups. It was due to the impact of some

largest companies (Electrabel and Belgacom published a strong decrease).

ERICA 2 DATABASE : Cash and cash equivalents / Tota | assets

France (Bangue de France database — Mach 2009) 30 real cases* All listed companies
2004 2005 2006 | 2007 | 2004 | 2005 | 2006 | 2007
Weighted average ratio 7.7% 76% | 7.0% | 6.4% | 9.0% | 8.2% | 7.4% | 7.0%
Median 9.2% 8.2% | 83% | 6.4% | 95% | 9.0% | 9.2% | 8.4%
Single average 10.8% | 10.3% | 10.0% | 7.8% | 12.8% | 13.1% | 12.6% | 12.0%

* In 2004 and 2005, the sample isn't completely similar to the 2006 ERICA 1 database: Arcelor-Mittal belongs to the ERICA 1 database, not to
the Banque de France database.

If we consider the Banque de France database, it is worth pointing out the regular reduction of the
median and the weighted average, from a high level in 2004. But we observe some differences
between the biggest groups and most other companies. In the first ones, the share of cash and
cash equivalents in total assets is lower and decreasing : the median ratio lost 3 points between
2004 and 2007 (6.4 %) in the 30 largest listed groups, whereas the trend is less pronounced (1.1
point) within the population of all listed companies to reach 8.4 % in 2007.

Cash and cash equivalents / Total assets (French listed groups)
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Source: Banque de France — Consolidated accounts database (March 2009)

In 2006, the German weighted average on Cash and cash equivalents (on Total assets) of the
German sample is somewhat in line with the results of large corporations published by the

Bundesbank. While the sample indicates a decrease from 4.9 % to 4.3 %, preliminary statistics of
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Bundesbank state a decrease from 4.9 % to 4.8 %. However, if all size classes of corporations are
taken into account, the figure increases to 5.2 % (both in 2005 and 2006). The estimate for all

companies in 2006 (including entities with unlimited liability) shows a level of 6.7 %.

IV.3 Financial debt

A - Financial debt ratio (Financial debt / Total equity)

The general trend

Variation of the financial debt ratio — weighted average

2005 2006 2007
Austria -16.4% NA NA
Belgium -5.4% +1.0% -4.2%
France -17.6% -5.9% -5.5%
Germany NA -5.0% -15.5%
Italy -30.8% -27.4% +26.0%
Portugal -1.5% -19.7% +19.0%
Spain +4.4% +48.7% -25.6%

Source: ECCBSO — ERICA 1 database

In most of groups, the financial debt ratio decreased between 2006 and 2007: 117 groups out of
171 showed a reduction in the financial debt ratio. It's the case also by country, but the situation is

more balanced in Italian and Portuguese groups.

Based on a weighted average ratio, the evolution in 2007 is disparate. The indicator decreased
strongly from a high level in Spanish groups. It reduced significantly as well in German companies,
more slightly in French and Belgian groups. On the contrary, an important rise can be observed in

Italian and Portuguese firms.

In 2007, the median increased in Italian and German groups, but decreased in other countries. It
has a different evolution from the weighted average in German companies. The trend is opposite as
well in Portuguese ones. In Spanish entities, the median is lower than the weighted average ratio
showing the impact of some large entities on the weighted average figures. In the other countries,

the trend is similar to the weighted average ratio.

It is essential to note the high level of the third quartile in Spanish and Portuguese firms:
respectively 240 % and 202.3 % in 2007. It is intermediate in Italian groups (153.1%), but lower in
other countries: 114.8% in Belgian groups, 113.7% in the French ones and 117% in German
entities. Concerning the weighted average, the importance of the financial debt in terms of equity is

higher also in Spanish and Portuguese groups than in other countries.

Concerning the previous years (see graphs in the annex), the weighted average financial debt ratio
decreased except for Spanish groups in 2005. In 2006 a different trend emerged with a slight
B
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increase, mainly due to some Spanish groups, all the more so as some large groups were affected
by corporate operations. In French companies, the trend towards a reduction of the ratio continued,
even if it was less pronounced. Moreover the median rose slightly.

Financial debt / Total equity in 2006-2007
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The impact of some outliers

Like for previous indicators, the weighted average ratio depends on the influence of large outliers.
In Spanish entities, the important decrease from a high level in 2006 comes from some large
companies: mainly Telefonica, Grupo Ferrovial, Grupo IBERDROLA and Grupo ACS. Some of them
made important acquisitions previously and were able to reduce their financial debt (Telefonica for
example). Grupo Ferrovial reduced its debt because of foreign exchange evolution (the depreciation
of the pound impacted the debt in euro of the subsidiary BAA). For other cases, the growth in equity
was higher than the increase in financial debt, in percentage terms. On the contrary, in Italian
groups we note the strong rise in the financial debt ratio for Enel and for Eni. Without these two
cases, the weighted average ratio of the sample would decrease in 2007. In Portugal as well, five
big companies caused the general trend: EDP, Portugal Telecom, Brisa Auto, Mota Engil and
Cimpor. In Germany the disposal of Chrysler by Daimler involved a strong reduction in the financial
debt ratio, compensating the opposite trend in other groups such as Continental or Heidelberg
Cement. In French entities, it is worth pointing out the impact of acquisitions in Danone (Numico)

and PPR (Puma), involving an increase in financial debt.

ERICA 2 DATABASE :Financial debt ratio

France (Bangue de France database — March 2009) 30 real cases* All listed companies
2004 2005 2006 | 2007 2004 2005 | 2006 | 2007
Weighted average ratio 112.9% | 92.9% | 87.0% | 81.5% | 112.2% | 93.8% | 88.0% | 84.6%
Median 104.8% | 90.8% | 91.9% | 76.4% | 59.7% | 58.6% | 52.5% | 56.0%
Single average 122.8% | 98.7% | 94.5% | 85.6% | 96.1% | 85.3% | 96.4% | 91.4%

* In 2004 and 2005, the sample isn’t completely similar to the 2006 ERICA 1 database: Arcelor-Mittal belongs to the ERICA 1 database, not to
the Banque de France database.

The results from the consolidated accounts database of Banque de France show a similar trend as
ERICA 1. In 2007, the decrease in the financial debt ratio was confirmed in the 30 largest listed
groups. In the population of all listed companies, the weighted average ratio is equivalent, but the
median ratio is lower than for the 30 real cases. The indebtedness rate seems to be more important
for the largest groups and a significant number of companies have low financial debt ratios.

Besides, the quartiles increased in 2007.
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Financial debt / Total equity (French listed groups)
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B - Net financial debt ratio (Net financial / Total equity)

The general trend

Variation of the net financial debt ratio — weighted average

2005 2006 2007
Austria -11.8% NA NA
Belgium -4.6% +10.7% -6.6%
France -14.6% -2.6% -2.8%
Germany NA -3.1% -16.5%
Italy -30.3% -34.2% +28.3%
Portugal -8.6% -18.3% +18.9%
Spain +4.2% +49.1% -25.2%

Source: ECCBSO — ERICA 1 database

97 groups out of 171 registered a reduction in their net financial debt ratio. A majority of entities
published a decrease in French, German and Spanish samples. The situation is more balanced in

other countries.

Based on the weighted average ratio, the trend in 2007 is similar to the financial debt ratio: increase
in Italian and Portuguese entities, strong reduction in Spanish and German entities, lower in French

and Belgian ones.

Differences can be observed regarding the median: rise in French and Portuguese groups and
decrease in Italian firms, while it is the opposite for the financial debt ratio. Moreover, in 2007 the
median has a different trend from the weighted average in French and German groups. Indeed, the
median rose whereas the weighted average decreased. The situation is opposite in Italian groups

with a decline of the median. This evolution shows the impact of the largest companies

Concerning previous years (see graphs in the annex), the significant increase in total equity
combined with a slight decrease in the net financial debt allowed a marked reduction in the net

financial debt ratio in 2005, except in the Spanish entities. The decrease was strong for Italian,
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French and Austrian companies. The net indebtedness rate was much higher in Spanish and
Portuguese groups, but notably lower in the Belgian ones. Besides, in this last-mentioned country

sample some important groups had large amounts of cash and cash equivalents.

Regarding 2006 year, keeping a different database in mind, we observe an increase in the net
financial debt ratio, mainly in Spanish and Belgian companies. Moreover the rise concentrated on a
limited number of groups. Concerning Spanish groups, the growth was linked to the increase in
gross financial debt, whereas for Belgian groups it was combined with a reduction in cash and cash
equivalents. In German and French groups, the increase in the net financial debt ratio was less
pronounced. In Portuguese groups on the contrary, the net financial debt went down, and the net
financial debt ratio diminished. Nevertheless, the rate was much lower in French groups than in the
Portuguese ones.

Net financial debt / Total equity in 2006-2007
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Single average
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Source: ECCBSO — ERICA 1 database

The impact of some outliers

The same comments as for the financial debt ratio can be made, and the outliers identified

previously have a similar impact.

ERICA 2 DATABASE : Net financial debt ratio

France (Bangue de France database — March 2009) 30 real cases* All listed companies
2004 2005 2006 | 2007 | 2004 | 2005 | 2006 | 2007
Weighted average ratio 83.6% | 67.3% | 64.7% | 61.9% | 81.6% | 66.9% | 65.0% | 63.5%
Median 61.9% | 54.2% | 45.3% | 58.9% | 35.2% | 30.5% | 31.6% | 34.0%
Single average 78.3% | 60.9% | 59.5% | 60.4% | 57.6% | 50.5% | 63.4% | 59.8%

* In 2004 and 2005, the sample isn’t completely similar to the 2006 ERICA 1 database: Arcelor-Mittal belongs to the ERICA 1 database, not to

the Banque de France database.

The consolidated accounts database of Banque de France points out a stabilization of the net

financial debt ratio in all listed companies, with a slight decrease in the weighted average of net

indebtedness rate (it reached 63.5 % in 2007). Nevertheless if the median and the single average
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ratios decreased until 2005, an increase in the quartiles must be highlighted in 2007. However, it is

to be stressed that their level is much lower than in largest groups.

Net financial debt / Total equity (French listed groups)

9 90, 200,
100% 1550 88%89%
80% -
60% o e 60% @ 2004
b -
40% - 35%  34% m 2005
20% O 2006
| O 2007
0% - O : ‘
0 -3%
-20% =12%
Weighted Single Q1 Median Q3
average average
ratio

Source: Banque de France — Consolidated accounts database (March 2009)
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IV. 4 Main findings of this exercise:

- It is not easy to draw general trends from the r  esults obtained. These cases are not
representative of the corporate sector, but they pr ~ ovide essential features about the financial

situation of some largest listed groups in each cov ered country.

- Nevertheless, the comparison between French real cases and French listed companies,
shows cohesiveness. The general evolution is simila r between ERICA 1 and all listed group
results: rise in the equity ratio, reduction in the share of cash and cash equivalents, and
stabilization of the net financial debt ratio. Mean  while some trends and levels of indicators

differ in the case of the median.

- The trends show differences between countries and the impact of the largest groups. For
some of them changes in the scope of consolidation, following restructuring or acquisitions,
impacted the weighted average indicators and involv ed strong variations. Changes in

accounting method influence some total figures (equ ity in French groups for example).

- These elements underline the difficulties to inte  rpret consolidated accounts beyond an
individual approach, and the limits to draw general conclusions: impact of foreign

subsidiaries, changes in scope of consolidation, ac counting methods ....

- Meanwhile, under certain conditions, the analysis of consolidated accounts provides
interesting findings: for instance, these data high light the impact of major acquisitions in the

debt structure, which is useful for financial stabi lity concerns.

- Regarding the choice of ratios, it would be usefu | to enrich the analysis with the calculation

of other financial indicators and to give the resul ts by sectors of activity.

A #H* >AD>C E =BD=A D D;

C #* C,.CBD >AD>C E =BD=A

#* ?CBBF ?; D ?CBB
.4 6 "
6 ! 1 4 4 6 "
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V. CONCLUSIONS. MAP OF POSSIBLE USES OF FINANCIAL
STATEMENTS IN CENTRAL BANKS

The possibilities opened by IFRS in European databases, since for the first time in history,
data from different countries are comparable, has entitled the Il WG to create the ERICA 1 and 2
databases, with the aim to have enough real data from 7 European countries, comparable, and to
check several methodological issues. The information used in this document, mainly based on
ERICA 1, is highly detailed and has a great coverage of the equity quoted in stock exchange
European commissions, although is extremely biased to large European Groups. Therefore, any
conclusion reached of the analysis done should not be interpreted as a real economic fact neither in

one country nor for a European level.

The Il WG has performed the analysis on real cases presented in this document with the
aim of providing guidance and information about how a database of IFRS consolidated European
financial statements can be used, and to clarify the possible studies to be carried on; the table
provided at the end of this point summarizes this uses. Topics considered in the document have
been selected from those which, theoretically, could mean a sharper break from previous national
accounting standards, mainly, the analysis of fair value impact and the study of financial structure,
both of the most importance for national banks. The main results of the analysis performed in this
document can be found in the final paragraphs of points Illl and IV of this document. As a summary

of the conclusions written in both chapters, it should be highlighted:

1. About fair value impact analysis . The real cases have showed the limited impact in
aggregated terms of fair value accounting. Anyway, the raw data and the ratios used
evidenced several limits for the analysis, mainly due to the lack of data and the volatility
created by netting positive and negative values. Therefore, the use of simple averages and
the analysis of outliers seems to be a good way to avoid these drawbacks. Also, the use of
extra information available in the new statement of Comprehensive income can help in this
direction. 11l WG will analyze the best way to achieve this target during 2010.

2. About financial structure analysis . Although the aggregated results obtained in several
countries shows cohesiveness with alternative sources, all the trends are biased by the
largest groups and by outliers with changes in the scope of consolidation and with changes
in the accounting methods used, when happen, underlining the difficulties to interpret
consolidated accounts beyond an individual approach. New ratios are considered to be

included in next versions of this document, in order to improve the analysis done.
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ERICA 2 is now currently under development. This new database will include much more real cases
than those available in ERICA 1 but less elements (over one thousand of cases). [IWG plans to
use this new database to check in more detail the main findings of this preliminary work done with
ERICA 1. But until this data is available, the use of ERICA 1, testing to which extent the foreseeable
impact of IFRS on European Groups has finally happened, and to proof the XBRL usability, make

ERICAL become the only tool currently available (beyond private databases) to meet these targets.
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Map of possible uses of financial statements in Cen  tral Banks
Data available
Individual Accounts Consolidated Accounts
Group

Truncated (resident
Perimeter with changes affiliates) *

Aggregated Individual

Similar perimeter

Risk assessment

Statistics:
National Accounts
and Financial
Accounts

Statistics: other
uses (SBS and
other)

Microdata is necessary for
this studies

Research, panel
data

Financial stability

(ECB, others)

Kind of use

Monetary policy
(ECB)

Banking
Supervision

) Difficult to be used without
Economic adjustments and or the

filtering of groups with
changes in the perimeter

analysis: Trends

Economic and
financial analysis:
structures

4 Although truncated consolidated data (referred to a regional area, for example) is a good option for the availability of information for specific purposes, as for example National Accounts, this
information is not usually available “as it is” in the accounting system of the groups; therefore, an increase in reporting burden due to the demand of truncated data should be considered by
regulators that demand this information.
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ANNEX 1. SUMMARY CHARTS ON FAIR VALUE ANALYSIS

Impact of fair value accounting

Methodological note

Notes on rows
1. Fair value revaluation in the income statement

Under this concept are included the amounts in lines 3. Gain (loss) in changes
in fair value of non-current assets, 5. Gain (loss) on financial instruments
designated as cash-flow hedges and 9. Fair value gains (losses) from financial
instruments, of the income statement of the reduced format.

2. Fair value revaluation in the statement of changes in equity

Here are included the flows during the year in the revaluation and the hedging
reserves related to revaluation of assets (line 8.2.1.) and revaluation of
financial instruments (line 8.2.3). Information about revaluations in hedging
instruments cannot be obtained since it is included together with other items
under line 8.2.4

3. Fair value revaluation in the financial statements
This row is calculated by the addition of the former lines.

4. Operating revenue

The amounts in these cells come from line Revenue of both income
statements, by function (line 1a.1) and by nature (line 1.1)

5. Profit (loss) of the year

This line equals line 21. Profit (loss) attributable to equity holders of the parent,
in income statement.

6. Total equity
Amounts in this row come from heading I. Equity of the liabilities side of the
balance sheet.

7. Total movements in equity

This line is calculated as the difference between headings V. Balance, end of
year N and IV. Restated value, end of year N-1, of the statement of changes in
equity. Therefore, adjustments from changes in accounting policies (and first
application of IFRS) and errors are outside the scope of this line.

8. Financial assets (current and non-current)

These amounts are taken from lines 7. Other financial assets, non-current, 8.
Hedging assets, non-current, 13. Other financial assets, current, and 14.
Hedging assets, current.

Notes on columns
TO BE DEFINED

Impacts over 25% are coloured in orange while impacts between 5% and 25%
are coloured in yellow.

-40 -



Il WG ON IFRS IMPACT AND CBSO DATABASES — DRESDEN, 29™-30™ OCTOBER 2009

IMPACT OF FAIR VALUE ACCOUNTING ON FINANCIAL

STATEMENTS
Year 2005 | Energy Industry Market services and trade
I I Wi y Wi
WIS ET oty ey Median Gmoaser Seeddstmy 0 Gwowwrd  EEEE Median Sritmrem |0 LAeC et e P G e e
groups groups average deviation groups average deviation

Concepts from financial statements
1. Fair value revaluation in the income statement [ i [ -327.058.000[ of -18.169.889[ 47.079.388| [ 17 [ 115908 000[ of 24147500 48306432 [ 10 [ 43609.000] of 1178622] 8128104

1.1. Gain {less) in changes in fair value of non-current assets 2 -106.909.000 0 -5.939.339 26.472 683 4 237.297.000 0 4.943.688 33.943.072 4 -5.368.000 0 -145.081 1.768.910

1.2. Gain (loss) on financial instruments designated as hedges 6 -220.149 000 0 12.230 500 40,859 457 14 -121.389.000 0 2526938 28 125 350 5 48 977.000 [ 1323703 7908 367

1.3 Fair value gains ({losses) from financial - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
2 Fair valug revaluation in the statement of changes in equity r 12 [ 956 768 000 3759 500) 53 153 778 2282475633 [ 28 [ 2267 500 000[ of 47245833 313626978 [ 19 [ 462225000 of 124925668 75130476

2.1 Surplus (deficit) on revaluation of assets g 383395 000 0 21299 722 161075432 17 -172 900000 0 -3.602.083 21914130 g 493 543000 0 13339.000] 74517 346

2.2. Fair value gains (losses) on available-for-sale financial assets 5 573.373.000 0 31.554.056 109.846.792 15 2.440.700.000 0 50.847.917 326.024.962 1 -31.318.000 0 -346.432 8.456.073
3. Fair value revaluation in the financial statements (1 + 2) 15 [ 629.710.000[ 6.236.500[° 34.983 889[ 249324352 [ 34 [ 2353708.000[ of 49660563 3155460150 [ 23 [ 5058340000 of 13671183 75168554
4. Operating revenue roar [ 331426334000 10455833500( 18412685222 22100846035 [ 19 [ 50658 902 660[ of 1055393805 2611831334] [ 29 [152.812 352 341[ 984009 000[ 4 130063 577[10.005 302 6562
5. Profit {loss) of the year [ 18 [ 29.841.136.000[ 786.364.000]  1.657.640.889]  2105.507.248) [ 48 [ 75.166.038.786]  155.054.500[ 1.565.959.141] 7.277.756.385 [ 37 [ 19.819.433.158[ 152.809.000 535 660.356 1.236.192.537
6. Total equity [ 18 [ 170493920000] 5729500000 9471884444 10077917637 [ 48 [735.021.576.318] 1.202.619.000] 15312.948.507 74668149577 [ Kl [112.089 252 006] 865255 000[ 3.029439 243[ 6120206190
7. Total movements in equity 1 [ 34686203000 860000000 1927122389 2670440937 [ 48 [110.499 242 548[ 91.887.000 2302067559 10.791473452| [ 37 [ 24311871158] 95267000 657.077.598 1.306.098 245
8. Investment property and biclogical assets r 3 [ 679.340.000[ of 37.763.339[ 129.568.205| [ 13 [ 474.933.000[ of 9.394.433[ 43.663.071 [ 11 [ 3392191.000] of 91630335 524.033.235
9. Hedging assets {current and non-current) i ] [ 13625708 000[ of 756983 778] 1831036353 [ 26 [ 5811961000 39.000]  183582521[  967.411948| [ 14 [ 1317123 000] of 35598081 106425005
10. Financial assets (current and non-current} [ 18 [ 48725697000  1556467500f 2706983 167[ 4683413787 [ 46 [1783515677.973] 686735007 3715657.874] 14067732878] [ 33 [ 21395667.000 46.779.000f 578.261270[ 1254 311.088
Analysis of the impact in income statement
1. Revaluation in income statement ta revenue {1/ 4) I 3 [ 021 0070 -0.35] 0rs| [ 6 [ 044 0.0t 024 arsl [ 7 [ 0.22] 0.04] 0.22f 043
12 Revaluation in income statement to profit (loss) of the year (1/5) [ i [ 2600 -0.94] 472[ a01 [ 17 [ 092 -0.23] 0247 1221 [ 10 [ 0.76] 0.50[ 123) 453
13. Revaluation in income statement to financial and hedging assets [ r M r [ r [ M r [ [ [ [ M r
(12 +13)/(9+ 10)) 6 120 -0.55 10.20 89.11 14 027 -0.72 -27.70 110.11 5 1.01 043 543 12,11
14. Reval in income to non-fi lassets (1.1/8) [ 1 r 7.04f 7040 704 000 [ 1 r 17.93[ 17.931 17,930 000 [ 3 r 0.17] 4.25) 15,22 2292
Analysis of the impact in equity
15. Revaluation in equity to total equity (2 / ) ro1z [ 0.65[ 0.39] 1,26 257 [ 28 [ 131 0.05] 062 292 [ 19 [ 057 0.26] 127 305
16. Revaluation in equity to total movements in equity (2/ 7) i 12 [ 3.08[ 1510 236 1458 [ 28 [ 893 1100 487 1590 [ 19 [ 2500 0.04] 24 43 3312
17. Revaluation in equity to financial assets (2.2 / 10) r 5 [ 1.84] 213[ 268/ 299 [ 15 I 54l 1890 4.03[ 10.78] I 11 [ 0470 3.00[ -3.30[0 9281
Analysis of the total impact
18 Total impact related to revenue (3 / 4) I 14 [ 020f 017 053] 147 [ 13 [ 0.07[ 0.02[ 0160 03| [ 19 [ 055 0.23[ 030 232
19. Total impact related te profit (loss) of the year (3 / 5 I 15 [ 2.18[ 231 378 1648 [ M [ 10.33[ 0.99] 6,03 2263 [ 23 [ 3.62[ 0.08[ 10.05[7 32,26
20. Total impact related to total equity (3/6) I 15 [ 033f 045 o[ ar| [ M [ 1.16[ 0.08] 048] 278 [ 23 [ 053] 0.13[ 1.05[ 236
21, Total impact related to total movements in equity (3 /7) 15 [ 1.88[ 1,61 -0.39[ 1626 [ 34 r 6.32[ 1100 4,26 1548 [ 23 [ 266/ 0.04] 20.21[0 80,32
22 Total impact related to financial assats (12+13+22/10) [ 10 r 0990 0.590 5.07[f gerel I 24 r a9t -0.03ff -100.64] G488 [ 12 r 0.2sf 4.04f 049 88.84

* In 2005 this concept has not been isolated in real cases; its value is included in financial expensesiincomes, with other elements of the income statements.
Therefore, the analysts must consider this limitation on 2005 data, that doesn't include all impacts of fair value in income statements. Data of 2006 has been improved to overcome this lack of information
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T 10 + 7.462.744 UGG} 284 650 UGG} 746274 -1(](]} 837284 937 } 107 + 255 935 685 9?3} 144081 UGGF 2.264 917 ETSF 9434 949 166

"4 r 008 005 0.06] oos| [ 25 [ 0.15[ ooof -0.10[ 062
"5 i 330 1.28[ 1.96[ 2500 [ 40 [ -0.38[ -0.03[ -0.29] 914

2 0.98 0.79 0.79 0.31 28 0.39 0.16 14 81 36.31
T3 [ 027 023 272 4431 I 8 [ 021f pRE]S 1571 17.56
" 8 r -0.04[ -0.13[ -0.03[ 051 [ 85 [ 0.88] 010l 087l 275
" 8 r -0.14[ -0.74[ -1.02[ 420 [ 85 [ 4.56[ 0630 g.4af 49,25
2 r 197 405 405 325) [ 33 [ 357f 1,89 0.89f 52 51
" 8 i -0.02[ -0.01] -0.02[ ooa] [ 84 [ 022] 003 0.28f 1,55
"9 i 1.06[ 019 1.19] 493 [ 81 [ 512[ 0.58] .22 23,57
"9 i 0.14] 0.01 0.16] 061 [ 81 [ 0.74[ 010l 0.54] 232
"9 r 0.54] 0.08] -0.48[ 276 [ 81 [ 3.76[ 0600 .31 44,62
T4 [ 057 0530 160 3400 [ 50 [ 262 067[ 49,331 359.86
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ANNEX 2. FINANCIAL STRUCTURE FIGURES FROM PREVIOUS

STUDIES (DATA FOR 2005 AND 2006)

Equity / Total assets

WEIGHTED AVERAGE
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Source : ECCBSO - ERICA 1 database
Cash and cash equivalents / Total assets
WEIGHTED AVERAGE
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SINGLE AVERAGE
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Source : ECCBSO - ERICA 1 database
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Net financial debt / Total equity

WEIGHTED AVERAGE
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Source : ECCBSO - ERICA 1 database
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ANNEX 3. LIST OF RATIOS USED AND IST DEFINITION (ER ICA 1 AND ERICA 2 DATABASES)
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ANNEX 4. LIST OF GROUPS INCLUDED IN REAL CASES BY Y EAR

The complete list of real cases used in 2006, 2007, 2008 is disclosed in the following table®

(with financial information closed in 2005, 2006, 2007 respectively)G

ERICA code Name of company Years®
AT0001 Osterreichische Post 2005
AT0002 Voestalpine AG 2005
AT0003 Austrian Airlines AG 2005
ATO0004 Agrana Group 2005-06
AT0005 Andritz Group 2005
AT0006 Bohler-Uddeholm 2005
AT0007 BWT Aktiengesellschaft 2005
AT0008 Christ Water Technology AG 2005
AT0009 Constantia Packaging 2005
AT0010 EVN 2005
ATO0011 EYBL 2005
BEOOO1 CMB 2005-06-07
BEO002 Deceunink 2005-06-07-08
BEO003 Econocom Group 2005-06-07
BE000O4 Exmar 2005-06-07
BEOOO5 Picanol 2005-06-07
BEO006 Agfa-Gevaert 2005-06-07
BEOOO7 Barco 2005-06-07
BEOOO8 Bekaert 2005-06-07-08
BEOOO09 Belgacom 2005-06-07
BE0010 Aannemingsmaatschappij CFE 2005-06-07
BEOO11 Delhaize Groep 2005-06-07-08
BE0012 D’leteren 2005-06-07
BE0013 Distrigas 2005-06-07
BE0014 Electrabel 2005-06
BE0015 Elia System Operator 2005-06-07-08
BEO016 Euronav 2005-06-07
BEO017 Fluxys 2005-06-07
BE0018 InBev 2005-06-07
BEO0019 Mobistar 2005-06-07
BE0020 Omega Pharma 2005-06-07
BE0021 PCB 2005-06-07

> For confidentiality reasons, this table will be removed in the document to be made public.

Concern the accounting year
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ERICA code Name of company Years®
BE0022 Quick Restaurants 2005-06-07
BE0023 Recticel 2005-06-07
BE0024 Roularta Media Group 2005-06-07
BE0025 Solvay 2005-06-07
BE0026 Telenet Group Holding 2005-06-07
BE0027 Tessenderlo Chemie 2005-06-07
BE0028 ucB 2005-06-07
BE0029 Umicore 2005-06-07
BE0030 VPK Packaging Group 2005-06-07
BE0031 Sioen Industries 2007
FRO001 Accor 2005-07-08
FR0002 Air Liquide 2005-07-08
FRO003 Alcatel 2005-08
FRO004 Bouygues 2005-07-08
FROO005 Danone 2005-06-07-08
FRO006 EDF 2005-07-08
FROO07 Essilor 2005-07-08
FRO008 France Telecom 2005-06-07-08
FRO009 Gaz de France 2005-06-07-08
FR0O010 Lafarge 2005-06-07-08
FROO11 L'Oréal 2005-07-08
FR0012 LVMH 2005-07-08
FR0O013 Michelin 2005-07-08
FR0014 PPR 2005-07-08
FRO015 PSA — Peugeot Citroen 2005-06-07-08
FR0OO16 PUBLICIS 2005-07-08
FRO017 Renault 2005-06-07-08
FR0018 Compagnie de Saint Gobain 2005-06-07-08
FR0O019 Sanofi Aventis 2005-06-07-08
FR0020 Vivendi 2005-06-07-08
FR0O021 Suez 2005-07
FR0O022 Thales 2005-07-08
FR0023 Veolia Environnement 2005-07-08
FR0024 Vinci 2005-07-08
FR0025 Schneider Electric 2005-07-08
FR0026 Total 2007-08
FR0O027 CapGemini 2007-08
FR0028 Thomson 2007-08
FR0029 Lagardere 2007-08
FRO031 Carrefour 2007-08
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FR0032 Suez Environnement 2008
DEO0O001 Hartmann Gruppe 2005-06-08
DEO0002 Adidas Group 2005-06-08
DEO003 Henkel 2006
DEO0004 Lufthansa 2006
DEO005 Volkswagen Group 2006
ITOO01 Alitalia 2005
ITO002 Autogrill 2005-07-08
ITO003 Beghelli Spa 2005
ITO004 Benetton Spa 2005-06-07-08
ITOO05 Campari 2005-07-08
ITOO06 Ducati 2005-07-08
ITOOO7 ENI Spa 2005-07-08
ITO008 Fastweb 2005-07-08
ITO009 Fiat Spa 2005-06-07-08
ITO010 Impregilo 2005-07-08
ITOO11 Indesit 2005-07-08
ITO012 Italtel Group 2005
ITO013 Luxottica Group 2005-06-07-08
ITOO14 Mediaset 2005-07-08
ITO015 Pirelli Spa 2005-06-07-08
ITOO16 Saras 2005-07-08
ITO017 Tiscali 2005-07-08
ITO018 Tod’s 2005-07-08
ITO019 2005-07-08
IT0020 2005-07-08
ITO021 2005-07-08
IT0022 2005-07-08
IT0023 2005-07-08
ITO024 2005-07-08
ITO025 2005-07-08
ITO026 2005-07-08
IT0027 2005-07-08
ITO028 2005-07-08
ITO029 2005-07-08
IT0030 2005-07-08
ITO032 2005-07-08
ITOO33 ! 2005-07-08
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ITO034 " 2005-07-08
PTO001 Toyota Caetano Portugal 2005-06-07-08
PT0002 Brisa Auto-Estradas de Portugal 2005-06-07-08
PT0003 Portugal Telecom 2005-06-07-08
PTO0004 EDP 2006-07-08
PTO005 Modelo Continente 2006
PTO006 Mota-Engil 2006-07-08
PT0007 Portucel — Empresa Produtora de Pasta e Papel 2006-07-08
PT0008 Grupo Media Capital 2006-07-08
PTO009 Sonae Industria 2006-07-08
PT0010 Sonaecom 2006-07-08
PTO011 Sag Gest 2006-07-08
PT0012 PT Multimedia 2006-07-08
PT0013 Corticeira Amorim 2006-07-08
PT0014 Novabase 2006-07-08
PT0015 Galp Energia 2006-07-08
PTO0016 FISIPE 2006-07-08
PTO0017 Lisgrafica — Impressao e Artes GraficasA 2006-07
PT0018 Compta — Equipamentos e Servicos de Informatica 2006-07
PT0019 Sonae 2006-07-08
PT0020 Jeronimo Martins 2006-07-08
PT0021 CIMPOR 2006-07-08
PT0022 Semapa 2006-07-08
PT0023 GDP 2006
PT0024 Inapa 2006-07-08
PT0025 Teixeira Duarte 2006-07-08
PT0026 Grupo Soares da Costa 2006-07-08
PT0027 Sumolis 2006-07-08
PT0028 Sintenticas Cires 2006-07-08
PT0029 Estoril-Sol 2006-07-08
PTO0030 TERTIR 2006
PTO0031 Impresa 2007-08
PT0032 Ibersol 2007-08
PTO0033 Cofina 2007-08
ES0001 Grupo Ferrovial SA 2005-06-07-08
ES0002 Gamesa Corporacion Tecnolégica SA 2005-06-07-08
ES0003 Gas Natural SA 2005-06-07-08
ES0004 Grupo Iberdrola 2005-06-07-08
ES0005 Iberia, Lineas Aéreas de Espafia SA 2005-06-07-08
ES0006 Industria de Diseno Textil SA 2005-06-07-08
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ES0007 Indra Sistemas SA 2005-06-07-08
ES0008 Metrovacesa SA 2005-06-07-08
ES0009 NH Hoteles 2005-06-07-08
ES0010 Pescanova 2005-06-07-08
ES0011 Promotora de Informaciones SA 2005-06-07-08
ES0012 Red Eléctrica de Espafia SA 2005-06-07-08
ES0013 Repsol YPF SA 2005-06-07-08
ES0014 Sacyr Vallehermoso 2005-06-07-08
ES0015 Telecinco 2005-06-07-08
ES0016 Telefonica SA 2005-06-07-08
ES0017 Tubacex SA 2005-06-07-08
ES0018 Unién Fenosa 2005-06-07-08
ES0019 Zeltia SA 2005-06-07-08
ES0020 Abertis Infraestructuras SA 2005-06-07-08
ES0021 Acciona SA 2005-06-07-08
ES0022 Acerinox SA 2005-06-07-08
ES0023 Grupo ACS 2005-06-07-08
ES0024 Altadis SA 2005-06-07
ES0025 Antena 3 de Television 2005-06-07-08
ES0026 Compainiia Espafiola de Petr6leos (CEPSA) 2005-06-07-08
ES0027 Grupo Ebro Puleva 2005-06-07-08
ES0028 Grupo Enagés 2005-06-07-08
ES0029 Endesa SA 2005-06-07-08
ES0030 Fomento de Construcciones y Contratas SA 2005-06-07-08
ES0031 Tecnicas Reunidas, SA 2008
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